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INTRODUCTION

The relevance of thesis topic is that, after the collapse of the Union of Soviet Socialist Republics (USSR) and the emergence of the post-Soviet newly independent states, the geography of the oil interests of the leading nations of the world has grown significantly, reaching the Caucasus and Central Asia, which has changed the geopolitical situation in the region. The Caspian region has been the centre of a conflict of interest not only of new independent countries, but non-actors seeking to use the situation “power vacuum” in order to strengthen their political positions in the region. 
The Caspian region is an important segment of the economy of Caspian Littoral states, especially in terms of its energy, transport and fisheries interests, substantial part of the economic interactions of regions of the countries, the trade and economic relations with Commonwealth of Independent States (CIS) countries and Central Asia, Black Sea and the Persian Gulf, a zone of traditional political and economic influence. It is of strategic importance to the geopolitical and military-political positions of Russian, Iran and three newly independent states theirs national security, because is a zone of military and political instability on the borders of Caspian Basin. 

The theoretical basis of the study are the works of Russian and foreign scientists in the field of economics, politics, geopolitics and international law relating to various aspects of foreign policy in the Caspian region, the importance of Caspian hydrocarbons to world energy and the related factor of conflicts of national interests of regional countries and non-actors. 

Methodological basis for research is a systematic analysis of various aspects of the regional process of the Caspian. At the same time, using a comparative method, which allowed us to identify particular provisions and policies of the surveyed countries. Author and relied on a set of approaches such as classical content analysis of scientific publications and publications in the media, a secondary analysis of the results of opinion polls, as well as geo-political analysis in the context of political realism.
The source study basis of the thesis includes the following types of written documents:

- Legislative Acts of the Russian Federation and foreign countries on matters of geopolitics, national security and energy, the official documents and analyzes the Ministry of Foreign Affairs of Russia and the Commonwealth of Russia, the Foreign Ministers of the Caspian states, documents a number of Western non-governmental organizations. 

 - Proceedings of international treaties. 

- Russian and foreign monographs and specialized collective scientific publications on the geopolitical problems of the Caspian region. 

- Proceedings of the Azerbaijan and Russian, foreign and international conferences, periodicals - newspaper and magazine articles, reports in the electronic editions of the Internet.

- Public statements by political figures of speech, interviews, articles. 

- Statistical materials littoral countries, the U.S., as well as international energy organizations and trans-national companies. 

Structure of thesis research. The logic of the achievement of goals and solve the following tasks from the structure of thesis research. The work consists of an Introduction, three chapters, Conclusions, Bibliography and Appendices.

The first chapter is about the “Historical background of Caspian Basin”. In retrospective, the geopolitical description of the Caspian Sea is rooted in the depth of thousand years. According to available written sources, the Caspian Sea was studied and described by the scientists and travellers since antique times. Same of them reckoned that the Caspian Sea had been connected with the Black Sea. The legendary heroes of ancient Greek myths (Argonauts) had travelled from the Black to the Caspian Sea through Mannish Strait. According to studies performed by the scientists and geographers such as Hegatey MiIetskiy, Herodotus, Aristotle, Erastofen and others, Caspian Sea was described as a closed basin or as a bay of an ocean. Starbon describes it as a basin extended along a parallel of latitude from west to east.

The second chapter - “Legal regime of the Caspian Sea, Position of the littoral states” provides a brief overview of the dynamics of the positions of the five Caspian countries on the question of defining the boundaries of national marine - division of the median line, either at national sectors, as well as the mode to use the Caspian Sea - condominium, or sovereignty of territorial waters.

To date, the situation is such that, in fact, a valid and sectoral division of the sea, but legally remain in force obsolete Soviet-Iranian treaties of 1921 and 1940.
 To establish the free navigation mode for the littoral states and the common use of marine bio resources. Objectively, the complexity of the problem is compounded by the fact that in the world, in fact, there are no analogues of such complicated legal situation, and hence there is no precedent of its decision. Previously, almost diametrically opposite the position of Azerbaijan, Russia and Kazakhstan are now closer. The Heads of States came to an agreement on the division of the Caspian Sea into national sectors on the basis of the median line. Iran has taken a position, insisting on the section of Caspian Sea in the same proportion. 
The third chapter is about “Caspian energy resources, Caspian Basin geopolitics and role of internal and external actors”. Region investigated in the focus of interest of various states. This emphasis on the interaction of the countries on the implementation of its geopolitical objectives is used as tools to achieve their goals of Caspian basin oil and gas factor, the problem of international terrorism, economically and politically complex situation in post-Soviet countries in the area. 

Caspian region is the main aspects of the external energy policy of the United States. Its interests in the Caspian region are determined by the fact that this territory is located in the heart of the “strategic energy ellipse”, which is a source of supply of oil and gas markets of Europe and south-eastern countries. Caspian region, along with the Persian Gulf and the State Department officially interpreted by the U.S. Congress as a “zone of vital interests”, affecting the national security of America. Moreover, the Caspian basin in the United States plans to a certain extent plays a role as a counterweight to the Persian Gulf in terms of national economic hydrocarbons. 

The goals of U.S. foreign policy in the Caspian region are defined as follows: To ensure dependence on the United States of the Caspian region and their distancing from Russia; Put the extraction and transportation of hydrocarbons under maximum control; Ensure to provide quasi regional integration of the Black Sea-Caspian states to drive out Russia from the region, as opposed to Russian interests; provide support for the U.S. oil companies in the region; put pressure on Iran in view of change of power in this country in perspective.

According to the Foreign Policy Concept of the Russian Federation, is that “Russia will seek to develop such a status of the Caspian Sea, which would allow coastal States to expand the mutually beneficial cooperation on the exploitation of resources in the region on an equitable basis, taking into account the legitimate interests of each other”.

The European Union (EU) has made efforts to modernize the communications and transport networks in Central Asia. Ideally, the strategy of the EU implies the investment and participation in projects «link» the Pacific coast to the territory of Europe, that American terminology is known as the «strategy of the Silk Road». To achieve this goal, Brussels put forward by the two initiatives, known as Interstate Oil and Gas Pipelines Transport to Europe (INOGATE) - the creation of an integrated communications system for transfer of oil and gas to Europe, and TRACECA (Transport Corridor Europe-Caucasus-Asia).
 

China is one of the leading players in the world oil market, influencing prices. Instability in the Middle East pushing China to seek viable alternatives, among them - and the Caspian Sea oil supplies from Russia on a pipeline from East Siberia. In recent intensification of geopolitical manoeuvres of China in the Caspian Sea basin can not remain unnoticed. Efforts by Chinese companies to consolidate power in Turkmenistan, Kazakhstan and Uzbekistan are beginning to threaten the dominance of “Gazprom” in the Central Asia, based on the exclusive possession of export pipelines to Europe. 

Among the notable initiatives of China - a plan to construct an export pipeline from Turkmenistan to the east, the intensification of China in the development of gas resources in Uzbekistan and Kazakhstan with a view to tying their transport to the western provinces of China, the opening of Kazakhstan-China oil pipeline.

The Caspian Sea is not connected directly to the open sea and is completely surrounded by the land masses of four former Soviet republics and Iran. So, Caspian littoral states must transport their crude oil and gas via pipelines to the world markets. There are various real and offered gas and oil routes for Caspian region countries. Of course, all of these routes contradict to the national interests of the competitive actors involved in this rivalry. For instance, Russia and Iran offered their territories in order to transport Central Asian and Azerbaijan oil and gas reserves. But this is both against the national interests of the U.S. and its allies, because it could increase their dependence on Russia and Iran. So the U.S. proposes other routes via Azerbaijan and Georgia which generally would bypass Russia and Iran.

The interested actors instigate domestic conflicts, committed plots and overturn in order to confront the realization of counter arguments. For instance, Russia instigates the conflicts between Armenia and Azerbaijan over Nagorno-Karabakh enclave, the Abkhazian and South Ossetian conflicts in Georgia which diminished the possibility of the routes from these countries. 
On the other hand, the U.S. instigated Chechen conflict in Russia in order to fail the realization of Novorossiysk route. Iran with the help of Russia put forward the delimitation of the Caspian Sea which intended to prevent any exploitation and exploration in the Caspian basin. Using this competition, China tries to benefit from the Central Asian energy resources. However, the offered routes to China are expensive and pass through the conflict areas such as Afghanistan or Tajikistan. 

Instead of the oppositions and problems some of the routes have become reality. Currently there are routes which are in use, such as West route that includes pipelines which embrace Baku-Supsa and Baku-Tbilisi-Ceyhan (BTC) pipelines, the pipelines from the north of Caspian which include Russia-Baltic Sea pipeline and Novorossiysk pipeline, Trans-Caspian pipeline (it has not been realized), Southern route – Trans-Iran pipeline, Eastern route which is labelled as Central Asian pipeline. Pipeline projects as a factor in the preservation of geo-political influence of Russia in the Caspian region. It is concluded that the pipelines have been a very powerful impact on individual countries in the region. The problem of energy transport is due to two major factors: geopolitical and economic. 

1. HISTORICAL BACKGROUND OF CASPIAN BASIN
1.1 Before Russian Empire

The Caspian Sea, with an area of 371,000 square kilometres, is the largest inland body of water on the planet.
 It also represents the geographical intersection of Europe and Asia. These facts highlight the unique nature of the Caspian’s biodiversity and underscore the strategic importance of its enormous estimated supplies of oil and gas for five littoral states — Azerbaijan, the Islamic Republic of Iran, Kazakhstan, the Russian Federation and Turkmenistan. As a result of its geographic location, the Caspian Sea and its resources in recent years has been the focus of international controversy (see map 1).

In different times Caspian Sea had up to forty different names; they were given to the sea in accordance with either ethnic names of the people living on its coasts (present name of the sea was also given due to tribes of Caspian, who in the old days lived on the western coast of the sea), or based on names of cities, provinces or countries located in its littoral zone. For instance, Caspian Sea was called the Baku Sea because of the name of its largest port; the Girkan Sea in accordance with a littoral state known as Girkaniya; the Abeskun Sea according to a coastal province of Abeskun; the Hazar Sea in accordance with people named Hazars who lived in its northwest coast. The Russians called Caspian Sea as the Hvalinsk Sea referring to a people who lived in the month of Volga River. In their turn, Iranian called it Darya-e Kazar (the Hazar Sea), Darya-e Mazandaran (the Mazandaran Sea) or Darya-e Komal (North Sea).

1.1.1 Arab Period
The Caspian became an Islamic lake between the 7th and the 10th centuries, especially after the gradual decline and subsequent disappearance of the Turkic speaking Khazar state on the north-western shores. Caspian Sea and its inshore area attracted a special attention from the Arab conquerors and scientists, as well. Therefore, they called the sea alternatively as Khorezm, Djurdzhan, Tabaristan and Sea of Al DaUem. Such names as al-Bab va-l-Abvab (Derbent), al-Hazar, al-Hazariya and so on have also been used.

This period of stability and control by a single power together with a rapid development of urban centres and of geographical knowledge, contributed to the emergence of a vast trade network linking together Central Asia, Persia, the Near East and Eastern Europe. In this process, the Caspian played a considerably more important role than at any other period. Two big ports were built: at Abaskun and at Derbent on the western coast, the latter ceasing to be a mere military outpost but also acquiring an important economic status. Trade developed rapidly between these two ports and the Derbent–Abaskun maritime line soon became an important piece of a much longer itinerary linking Europe - Russia, Byzantium, and the Black Sea with India. The warm and humid coast of Tabarestan made Abaskun a big exporter of silk, while Derbent exported linen clothing, madder and slaves. Baku was a big market for naphtha and became among the most important ports for the coastal exchange of goods. In the north–south trade, on the other hand, Khazars and Varangians were also involved, who via the lower Volga reached the Caspian shores. 

In the early middle ages, the development of trade routes, including through the Caspian ports, would have been impossible without prior accumulation of geographical knowledge. The names of Muslim geographers and travellers like Ebn Khordadhbeh, al-Kharazmi, Ebn al-Faqih, al-Ya’qubi, al-Istakhri, Ebn Hawqal, Ebn Fadlan or Mas’udi  decisively contributed to a far better reconnaissance of the Caspian region, drawing abundantly more than did western science at that time from the best of the Greco–Latin geographical knowledge.
 Thus, the triangular relationship between geopolitical control, trade development and geographical knowledge went hand in hand during that period. There is some evidence that with the general decline of the Islamic caliphate in Baghdad and the loosening of the established single politico-legal regime over the Caspian, the maritime trade between the Muslim countries and the northern steppes gradually came to a halt. Only the southern part, still within the borders of the caliphate, maintained intensive coastal commercial activities.

The Russians were also familiar with the Caspian Basin from ancient times. According to Imam Abul-Hasan AIi-Masudi, famous historian of the East who lived and worked towards the end of the 9th century, the first Russians came to the Caspian region approximately in 880. The most famous Russian campaign around the Caspian Sea took place in 913 under the leadership of Grand Duke Igor when 50,000 of his soldiers on 500 ships advanced to Caspian Sea. The history knows one more Russian campaign to Caspian Sea with support of 72 ships. It occurred in 1175 not long before the Mongol invasion of the regions adjacent to the Caspian Sea.
 

1.1.2 Caspian Region under the rule of Mongols
After a short period of relative chaos and geopolitical void in which trans-Caspian regular trade diminished while piracy and plundering rose both on the sea and around it, the early 13th century again brought about radical changes. In fact, although Mongols established the eastern shoreline of the Caspian as the western frontier of his empire, further expansion led by Chenghiz Khan sons soon brought the entire sea under a single overarching political and cultural unit. Thus, until the 16th century, the Caspian became a Mongol or a Muslim–Mongol lake. Like in the earlier Arab–Muslim period, the emergence of a relatively coherent legal–political regime created favourable conditions for trade relations in this Eurasian area.

Caspian now became a vital link in the great commercial network between Europe, Central Asia, China and India. New itineraries were established across and around the Caspian in which Bukhara became a crucial trading centre. Routes were established to the north through the town of Saraichik (Ural river), about 100 km from the Caspian shores; across the Caspian between the Mangyshlaq Peninsula and the lower Volga; between the Balkan Bay on the eastern coast and Baku on the opposite side; and around the southern shoreline via Astarabad and Resht, where it joined the north–south route which followed the sea’s western coast. Political stability and security also enabled. European and other travellers: John of Plan Carpin (1245–1247), William of Rubruck (1253–1255), the Polo brothers and Marco Polo (13th century); likewise Ibn Battuta (1325–1354) travelled this region during this period.
 Reflecting this new geopolitical configuration, even the Caspian itself changed then its name and was frequently called the Sea of Saray, after the capital of the Golden Horde in the lower Volga. The new towns of As-Tarkhan, Saraichik, Shemakhi, and Karagan and Kabakly emerged and thrived from trade, adding to the already existing network of reviving ports of Derbent, Abaskun and Baku. 

In the middle of the 16th century Emergence of Russia struck final blows to the declining Mongol power. Maritime commerce, again plagued by pirates declined while rebellious, uncontrollable units plundered caravans on land routes. With the subsequent development of maritime routes across the Indian Ocean, the great network of the Silk Road which covered a good part of the Eurasian continent for more than thousand years eventually declined and together with it, the role of the Caspian basin.

Only three centuries later, after the merger of some Russian princedoms around the Moscow State, the Russians again attempted to take the Volga and Caspian basins under their control. With the arrival of the Romanov dynasty to the power in Russia and gradual centralisation of the regime around the Moscow throne, the interest to Caspian Sea and territories adjacent to it started to grow. 

1.2 Russian Empire in the Caspian Region
Russia opened the way to this southern sea in 1554 when Ivan IV Grozniy first seized Kazan in 1552 and then in 1556 destroyed the Astrakhan Khanate and thus foreordained further territorial expansion to the Caspian basin. The first Russian warship, named Orel, and meant for campaign in the Caspian Sea was built on November 14, 1667 by decree of Tsar Alexey Mikhaylovich.
 The Cossack detachment of Stephan Razin played the master in Caspian Sea in the 17th century. Using the boats, they plundered such Persian cities as Resht, Farakhabad, Astrabad, etc., situated on the southern coast of the Caspian Sea. In the spring of 1669, Razin's fleet battled near Svinnoy Island in the Caspian Sea, south of Baku against the Persian fleet consisting of 70 ships and defeated it, which was regarded by historians as one of the biggest Russian victory in the Caspian Sea.
  The predatory aggression of Stepan Razin’s Cossacks against the Caspian states was a signal of total occupation of the sea by Russia. At the beginning of the 18th century, Caspian Sea was re-conquered from Persians as a result of Peter 1's Persian Campaign (1722-1723). For the period the political and economic importance of the Caspian Sea was widely recognized: it was considered as an important strategic gateway to the countries of Middle Asia and India.

In 1501-1722’s Safavids becoming main power in the south part of Caspian region. They attached a great importance to the region, including Caspian Sea, and they successfully propagated Schism amid the population of the southern portion of the Caspian region, strengthening their power. The resurrection of the Safavid in the south of the Caspian and the emergence of Russia in the north brought about a period of potentially serious military clashes between the two powers. It soon turned out, however, that during the 17–18th centuries neither of them was capable of imposing its influence over most of the region. 

 Tsar Peter 1's had idea on necessity of taking control over the whole Caspian Sea and territories adjacent to it, having pointed out that a way to the warm waters should be laid through controlling the entire region. In November 1722, Peter 1's published Decree on Building a Military Port in Astrakhan, which laid the legal basis for the war expansion of Russian rule to the Caspian Sea. In 1723, after the Russian troops seized Resht, a Persian port, Persia admitted defeat. Having let Russia occupy Derbent, Baku, as well as Gilyan, Mazenderan and Astrabad provinces in accordance with the St. Petersburg Treaty of September 12, 1723, Persia in fact acknowledged Russia's dominant position with regard to the navy right in the Caspian Sea.

After death of Peter 1's, Russia and Persia on January 21, 1732 singed Resht Treaty on Cooperation.
 The Resht Treaty set the rights of the Russian property on same territories yielded by Persia, regulated the freedom of trade and navigation in the Caspian Sea, as well as Araks and Kura rivers.
 The Treaty, as opposite to the St.Petersburg Treaty of 1723, stipulated only a few rights for Persia - the right of navigation, and blunted Persians vigilance as it again lost control over a significant part of the southern Caucasus after almost a century of control. In this Treaty conferred on Iran the claim to the return of Caspian provinces Gilian, Mazenderan and Astrabad, which Russia had gained from Iran on the basis of the First Russo-Persian Treaty from 1723. Russia also allowed Persia and its merchant marine to use the right to float in the Caspian Sea and moor to its ports. As to the navy, in the peacetime, as in the war, only Russian ships were allowed to float in the Caspian Sea. In other words, in accordance with the Treaty only warships of the Russian Empire could navigate within the defined area of water of the Caspian Sea.

These two treaties were the first contracts about the Caspian Sea. It should be acknowledged that the St. Petersburg and Resht Treaties laid the foundation for the future legal status of the Caspian Sea.

Nader Shah’s attempts to build a strong northern navy in the 1740s were abandoned after his death in 1747, putting an end to probably the first serious and genuinely Persian ambitions in the Caspian Sea.
 In the early 19th century Russia, Great Britain, France and Germany tried to obtain supremacy in the Caspian region by all means. In 1801 whole Georgia and in 1806 Baku was occupied. After this Turkic–Persian hegemony in Trans-Caucasian was virtually doomed. Persia suffered decisive defeats against Russia in the 1812 war and had to sue for peace which ended with a settlement signed at Gulistan. The Treaty of Gulistan was signed on 24 October, 1813,
 after Russo-Iranian wars. Aside from other things, it granted Russia as the only country the right to have its navy in the Caspian Sea; the right of both contracting parties’ merchants to trade freely and finally, it amended the case of sea shipwreck. The treaty delimited for the first time the border between both countries on the basis of the status quo ad praesentium principle, which meant that the border was defined at the very moment of treaty conclusion. The border led between the estuaries of the rivers Tereka and Kura.
 
The two parties pledged perpetual peace and friendship, established new land frontiers as well as free navigation on the Caspian of the treaty confirmed Russia’s right to intervene into Persia’s internal affairs, gave it additionally the exclusive rights to warships on the Caspian. These arrangements, together with a new frontier line which extended the Russian territory further south, were confirmed in the Turkmanchay Treaty.
 

The Treaty of Turkmenchay was signed in the village of Turkmenchay on 10 February 1828. According to the article eight of this treaty Russian and Iranian merchant ships had the right to sail freely in the Caspian Sea including its coast and also to anchor there. Apart from other things, it confirmed the right of the Russian Empire as the only country to have its naval fleet in the Caspian Sea. The treaty presupposed that the mainland border between Russia and Persia ended near the Caspian Sea, which means that the sea wasn’t the subject matter of border definition that time. Such a condition lasted till the conclusion of the Russo-Persian Treaty of Friendship from 1921.

In addition, the war between Russia and Persia was in the territory of whole Azerbaijan, the Treaty of Gulistan initiated the first division of Azerbaijan territory. However, the entire territory of North Azerbaijan was not entirely determined in this agreement. The final division of Azerbaijan took place in the Treaty of Turkmanchay between Russian and Persia and subsequently the river of Araz remained final border between North and South Azerbaijan. North Azerbaijan was recognized as the territory of Russia and South Azerbaijan was recognized as the territory of Persia which still remains unchanged.  

 Furthermore, these treaties acknowledged the rights for merchant marine by both states to navigate freely, but prohibited Persia to keep the navy in the Caspian Sea. Gulistan and Turkmanchay treaties defined the first elements of the legal status of the Caspian Sea: pertaining and right for the navigation. They were in force till 1921.

In 1904, Halford Mackinder submitted an article about “Heartland” theory. He summarized the theory: “Who rules East Europe commands the Heartland; who rules the Heartland commands the World-Island; who rules the World-Island controls the world.” Mackinder predicted that control of the heartland by any one power could be a springboard to world domination. The theory was much laughter at the time because the heartland of Euro-Asia has been divided between of that time imperial powers. A century later, Mackinder’s theory bears rethinking. Eastern Europe is now largely integrated into the European Union, but the true heartland of Asia, the region extending from Iran in the west to the Xinjiang region of China in the east and from the Russian steppes in the north to Northern India in the south, is once again in play for the first time in centuries.
 

In the middle of the nineteenth century, the development of abundant oil fields in north Azerbaijan, which was still a colony of the Russian Empire, significantly elevated the geopolitical importance of Baku and of the entire northern region of Azerbaijan. Approximately 90% of Russia’s oil demand was provided by Azerbaijani oil. Baku turned into one of the largest oil producing centres in the world. More than half of the world's oil production was, at the dawn of this century, centred on Baku.
 

1.3 Soviet Period
The first modern agreements concerning the status of the Caspian Sea are found in two bilateral treaties between Iran and the Soviet Union. These are the 26 February, 1921 Russia-Persia Treaty of Friendship and the 25 March, 1940 Soviet-Iran Agreement on Trade and Navigation.
 The Treaty of Friendship abrogated all pre-existing agreements between the former Russian tsarist regime and Iran. It also renounced Russia’s concessions held in Iranian territory and returned specific disputed territories to Iran. The most salient provision of the 1921 Treaty terminates the former Turkmanchay Treaty, bans Iranian armed vessels in the Caspian Sea and establishes joint Iranian and Soviet shipping rights in the region.
 In fact, the 1921 instrument affirms that the two high contracting parties shall enjoy equal rights of free navigation on the sea, under their own flags, from the date of signing of the present treaty. 

On October 1, 1927 Agreement on Development of the Fishing Resources of the Southern Coast of Caspian Sea was concluded between the USSR and Iran.
 In accordance with that agreement, a joint Soviet-Iranian fishing company was established on the basis of concession agreement in order to develop biological recourses of the Iranian portion of the Caspian Sea
On August 27, 1935 the parties signed the Treaty of Establishment, Commerce and Navigation.
 Then this treaty was the important basis for the Agreement on Trade and Navigation that was concluded on 25 March 1940. This accord reiterated the navigation rights in the 1921 instrument, but added a provision that stipulates a 10-nautical mile exclusive fishing zone. As stated in its text:

“Irrespective of the preceding provisions, each of the contracting parties shall retain for vessels of its own flag the fishing rights in waters washing its shores up to a limit of ten nautical miles, as well as the rights to enjoy the exemptions and privileges with respect to the import of fish caught by the crews of vessels sailing under its flag”.

The Treaty of 1940 borrowed and developed the principles pronounced in the Treaty of 1921 and all following agreements, stressed the fact that only ships belonging to two littoral states have the right to float on the Caspian Sea and, that the foreign personnel operating on these ships and at navy ports should restrict their activity within the limits stated in the contracts (see appendix 1). In this context, the sea is dubbed “Soviet and Iranian Sea” in official Soviet and Iranian diplomatic documents.

A more recent comprehensive boundary treaty, concluded in 1954, determines the land border between the two sides without delimiting the sea boundary across the Caspian. 

The Treaties of 1921, and 1940, did not define exactly the international-legal status of the Caspian Sea. That is why it is difficult to judge by the content of the Treaty clauses the real status of the Caspian: no borders are provided, there is no regulation on main navigation rivers and canals, shipping principle were not defined, fishery and other aspects are described in a very poor manner. Although, there are few statements amid the clauses of the agreement, which directly concern the Caspian Sea and actually attempt to lay the foundation of its international-legal status and regime for the Soviet period, it is hard to say, judging by the content of the agreement, how its authors had categorised the Caspian Sea; whether they considered it as sea, lake or something else? Following agreements, in particular, of 1927 and 1954 could not answer this question and fill the legal gap.

In 1962 the USSR and Iran agreed to prohibit commercial sturgeon fishing in the sea and to set quotas for the catch in rivers where the fish migrated to spawn. 

In 1991, after the collapse of the Soviet Union, a new geopolitical situation appeared: instead of two Caspian states, there are now five; the Russian Federation, Iran, Azerbaijan, Kazakhstan and Turkmenistan. At the same time, a question on relation of these states to the Caspian Sea and its status, to the Soviet-Iranian agreement practice, became urgent. All new Caspian states have unanimously stated the necessity of reconsideration of the agreement practice, as it did not correspond to the realities of the day and to national interests.

2. LEGAL REGIME OF THE CASPIAN SEA, POSITION OF THE LITTORAL STATES
Sharing of a pie does not guarantee equal pieces to all participants of process of the divide. The collapse of the Soviet Union led to the worsening of the resources of the Caspian Sea and its legal status. The majority of the Caspian countries depends on oil and gas export. For some countries it is a question of the existence of the state in general, is to state in a form in which it is at this time. In Soviet times, when only two states in fact have been the coastal, the question of the status of the Caspian Sea did not arise by virtue of the fact that:  Soviet Union was clearly stronger than the opposing party; Soviet Union was focused more on the Siberian fields; Times of the Shah of Iran had developed the southern fields, and this trend continues today; After the overthrow of the Shah of Iran was involved in a war with Iraq. Now largest of the mastered Siberian deposits, which working out and so it is conducted in heavy environmental conditions, are close to exhaustion. Iran, in turn, restore the economy, and has a lot of predictions of the lifting of sanctions with Iran, about the warming of its relations with the U.S., about the coming of Europeans to Iran, and as a consequence of all this - about Trans-Iranian oil pipeline from the Caspian Sea. In general, for Russia and Iran the question on Caspian Sea is a question of economy and geopolitics, and for other countries of the Caspian basin is a question of life and even death.

Legal dispute over the Caspian Sea began soon after the disintegration of the Soviet Union in 1991. Before the collapse, the sea was governed by the two states that controlled its coasts—the Soviet Union and Iran, but the situation changed with the collapse of the Soviet Union. Now there were five countries bordering the Caspian—Russia, Iran, Azerbaijan, Kazakhstan, and Turkmenistan. As the result, a new international mode for the sea was necessary. The discovery of huge, previously undetected deposits of hydrocarbon resources in the sea added urgency to the need. However building of a new mode was not easy, first of all because the near-Caspian states have different views concerning appropriate management on the sea. 

At present there are some approaches to the definition of the legal status of the Caspian Sea:
According to the first point of view, the Caspian Sea is to be recognised as a lake. For this view, the Caspian Sea should be equally shared by the littoral states, in a way that each of the five littoral states own 20% of the Caspian Sea. Each sector must be under the absolute jurisdiction of the corresponding littoral state. The theory is based on the 1921 and 1940 treaties between Iran and Russia, and it has been argued that this since according to them the Caspian Sea had been considered an Iranian-Russian Sea.
 

This argument has been put forward and supported mainly by Iran. The Islamic Republic of Iran claims that considering the historic background, also, in order to observe principles of fair judgment and justice, is the best possible way.

For another approach it is a sea, so it has to be divided in accordance with 1982 United Nation (UN) Convention on the Law of the Sea. Thus, it is essential to define territorial waters, Continental Shelf and Exclusive Economic Zone of the Sea. According to this convention the sea is divided 12 nautical miles breadth territorial sea – “Every state has the right to establish the breadth of its territorial sea up to a limit not exceeding 12 nautical miles, measured from baselines determined in accordance with this convention”,
 200-350 nautical miles of continental shelf depending on the configuration of the continental margin – “continental shelf of states should be as extending to a minimum of 200 nautical miles from the baselines of the territorial Sea
 and Exclusive Economic Zone – “the coastal state has sovereign rights for the purpose of exploring and exploiting, conserving and managing the natural resources, management of the waters above the sea-bed, as well as the sea-bed itself and its subsoil”. The coastal state has jurisdiction with regard to the architecture and use of artificial islands, installations and structures, marine scientific research, the protection and preservation of the marine environment.
 
 Another approach is that the Caspian Sea is a unique reservoir and many of its characteristics cannot be regulated by existing international legal norms and practices. That is why, in the process of elaboration of the Caspian Sea’s status, one may hardly speak about the complete application of both the norms of international sea law and the international practice of dividing frontier lakes. In the process of elaborating of the legal status of the Caspian Sea, non-traditional approaches should be used, and the Caspian states will have to create their own legal mechanism for agreements on the Caspian Sea.

One of the most discussed approaches is dividing the Caspian Sea based on the line of Astara-Hasseingoli and the interior divisions formerly used in the USSR. The argument, which is being pushed by the Republic of Azerbaijan, suggests that the Caspian Sea’s division is clear, and no further division is required. It holds that the sea borderline between Iran and Russia before the disintegration of this country was clear and the line extending along the two countries borderlines from Astara to Hassaeingoli formed the border. According to this theory, the Caspian Sea bed never had been shared between Iran and Russia, and even in the past Russia extracted oil on its part without any objection from Iran. It is argued that USSR had determined the sea border of each republic in 1970, and the same borderlines were still applicable.
  
Under this system Iran’s share of the Caspian Sea was 13.5% of the whole area, and reminder was shared between the other countries based on their shores. Iran has seriously made objections to this argument. 

Another approach is dividing the Caspian Sea, according to the median line. According to this theory, the sea should be divided based in median line of the sea, which had the same distance from opposite shores. This method is usually applied in places where there are only two littoral states, it cannot be applied alone. In such cases, in addition to the said criterion, other factors such as length of the shore, and the convexity and the slope of the seabed near the shores should be also taken into consideration. Should this method be adopted, main winners would be Azerbaijan and Kazakhstan, with 20% and 29%, respectively. Russia and Turkmenistan would claim19% and 18%, in that order. 
2.1 Azerbaijan, “Sensitive Position” on the Caspian Sea Issue
Analysis of attitudes of littoral states always starts with Azerbaijan, and it is not only an alphabetical order, but also reflected the fact that Azerbaijan's position is more radical. Azerbaijan considers that Caspian Sea is an international sea and in accordance with the practice of division of international lakes it must be divided into five parts. Furthermore, each coastal state must have right to realize and to plan its activity independently in appropriating Caspian sector. It responds to Constitution of Azerbaijan Republic, in the 11th article of which is said: 

“Inner waters of Azerbaijan Republic, the sector of the Caspian Sea (lake) belonging to it, air space over Azerbaijan Republic are integrated parts of territory of Azerbaijan Republic”.
 

According to Michael P. Croissant Azerbaijan’s position on the Caspian legal regime may be summarized as follows: “Division of the sea among the littoral states is supported by international practice and rules of international law; The Caspian Sea must be divided by coastal states in sectors on principle “medium line” - which is at the same distance from coastal line of each of them; The Soviet- Iranian Treaties of 1921 and 1940 regulate only navigation, fishing, and border-guard practices and there was not any point about the common control;
 The fishing, protection of the environment of the Caspian and the use of biological resources are needed to be established with a new treaty”.
 

Azerbaijan takes the “most sensitive position” 
 on problem of the Caspian status and this is connected with location of the main oil reservoirs of country in the Caspian Sea. Also Azerbaijani position is the most stable. At all meetings of representatives of Pre-Caspian countries since 1992 dedicated to this problem Azerbaijan held the only position: the Caspian Sea is an International lake and according to existing practice of sector division of such seas it must be divided into five parts. The positions of other Pre-Caspian countries - through they suggested different proposals in different times - at present they are reaching positions of Azerbaijan. 
Initially in the beginning of 1990s Azerbaijan proposed the principle of “Frontier Lake” which means the total division of the Caspian under the sovereign rights of littoral states.
 Azerbaijan’s foreign minister, Hasan Hasanov, called for the sea to be divided, stating that the “Caspian is a lake and the international conventions say nothing about the status of the lakes. The talk can be only about the practice and Azerbaijan keeps just to this practice.” Azerbaijan’s former president, Heydar Aliyev, was more specific in his book Azerbaijan Oil in the World Policy: 

“The Caspian Sea falls under the definition of an international frontier lake as a water basin without natural connection to the world ocean and surrounded by land territory of two or more states. In this connection the norms of international law, the norms of international ordinary law, and local international agreement practice can be put as a base of approach to determine the Caspian Sea status. International frontiers on lakes are set up as a rule on median line. The principle is applied to a majority of international lakes in particular Great Lakes (USA and Canada), Tanganyika and Chad (Nigeria, Chad, Niger, and Cameroon), Geneva Lake (Switzerland and France)” .
  
The point of “Frontier Lake” provides Azerbaijan with the opportunity to utilize the oil and gas independently in its territorial waters. The most important for Azerbaijan is to divide the Sea in conformity with sovereign control of the littoral states. There are no legal obstructions to the Caspian being divided in such a manner.
 Therefore, Azerbaijan also sees the point of “sea” which is proposed by Kazakhstan, acceptable because the most of the oil and gas resources are in the territory of Azerbaijan and Kazakhstan. Azerbaijan wants to use its sovereign control in order to benefit its oil and gas independently. Both Azerbaijan and Kazakhstan argue that the legal basis for the new delimitation should be 1982 UN Convention on the Law of the Sea.

Azerbaijan President Haydar Aliyev in June 1994 in Baku at a meeting with the heads of the nine foreign oil companies said that: “the question of the jurisdiction of the Caspian frivolous and raises those who are trying to prevent the cooperation of the Western oil companies”.

Along with Russia, Baku has prepared its draft Convention on the legal status of the Caspian Sea, which was introduced in October 1995. It was noted that the Caspian Sea - is the border lake, which must be divided in accordance with the practice section of the lakes, that is, into five parts, and each coastal State has the right to sovereignty over the relevant sector of the Caspian Sea. At the same time Azerbaijan has assumed that he was not bound by any international obligations in relation to current status.

The Embassy of Azerbaijan in Moscow in March 1996 announced that: “The essence of our position on the status of the Caspian Sea that the Caspian Sea falls within the definition of the international border lakes as a water basin, which has no natural connection with the oceans and is surrounded by land two or more nations. And so based approach to determining the status of the Caspian Sea may be based on generally accepted norms of international law, international customary law and local practices of the international treaty governing the lakes”.

In August 1998, Azerbaijan announced that Russia, a long time supporter of the principle of shared ownership of the Caspian, had now agreed to divide the seabed on the basis of an equidistant line.
 In February of that year, Azerbaijan and Turkmenistan had arrived at a general understanding on the division of the seabed according to an equidistant line. These two states differed, however, on how the equidistant line should be drawn.
 They have also clashed over the ownership of two fields in the Caspian.

Relations between Azerbaijan and Russia in view of the Caspian Sea problem have been changed in Baku on 9th January, 2001, when Vladimir Putin and Haydar Aliyev signed the Common Declaration of the Russian Federation and the Republic of Azerbaijan on the Principles of Cooperation in the Caspian Sea.
 Aside from other things, this declaration contains following matters: common solution to the legal issue of the Caspian Sea; readiness to adopt the Convention on the Status of the Caspian Sea; fishing, environment protection, draft division of the Caspian Sea seabed among particular states into sectors, i.e. zones, on the basis of the central line method with respect to modifications agreed on by individual countries and with respect to generally accepted principles of international law and the complexity of the practice of the Caspian Sea problem. In accordance with this document is offered for the first time delineate the bottom of the Caspian Sea between the neighbouring states and opposite sectors on the basis of a median line, carried out in view of equidistant points and modified by agreement of the parties. In addition, the parties have agreed that each of the coastal States in formed as a result of the partition sector will be recognized as the exclusive rights in respect of mineral resources and other legitimate industrial and economic activity at the bottom. 

This arrangement has become a compromise, since Russia has previously advocated the sharing bottom, and the waters outside the territorial waters of littoral states. Azerbaijan insisted that was made a full section and the bottom and water surface. And while in 2000, Haydar Aliyev declared that “Azerbaijan is not going to deviate from the principle of the sectoral division of the seabed or the surface of the Caspian Sea”,
 however, during the visit of Russian President Azerbaijan has agreed with the approach of Russia and Kazakhstan, while supporting the idea of that water should remain in the general using.

 Later, another bilateral Agreement between the Republic of Kazakhstan and the Republic of Azerbaijan on the Division of the Caspian Sea Seabed was signed on 29th November, 2001.
 In the agreement is written that the Caspian Sea seabed and its mineral wealth are divided between parties in accordance with the central line principle and the agreement contains point coordinates which form the frontier between Azerbaijani and Kazakh sea sector.

According to the last official position of Azerbaijan, “The Republic of Azerbaijan refers to the implementation of traditional economic activities within the framework of respective sectors, on the basis of the established practices on utilization of Caspian Sea resources by the coastal states. According to conceptual position of the Republic of Azerbaijan, Caspian Sea should be divided into respective sectors, where sovereign rights and jurisdictions of the coastal states shall be applicable. Division of Caspian Sea into sectors among the coastal states shall be realized taking into consideration the centre-line principle, and by means of the established practice, generally acknowledged principles of the international law and the implementation of the sovereign rights of the coastal states of Caspian Sea.

2.1.1 The Crisis between Azerbaijan and Iran

British Petroleum (BP) has signed a production sharing agreement in 1998 with the Republic of Azerbaijan for exploration and production activities in Alov-Araz Sharq field, that Iranians call Alborz oil field. According to the terms of the agreement, the oil consortium consisted of Norway’s Statoil and Azerbaijan State Oil Company (SOCAR) and later, Exxon-Mobil, TAPO and Alberta Energy, three oil fields were due to be drilled in 2001 and up to five others by 2004. 

BP is the operator for this agreement. The protest of the Iranian side to this agreement, in fact, started right after the consortium was established in 1998 in London. Iran claimed that the Alborz oil field is in the area belonging to Iran, and asked Azerbaijanis to stop further actions for the implementation of the said agreement.

At last, when all diplomatic actions went unnoticed, in July 27, 2001 the Iranian boats requested the research vessels to leave the area and Iranian aircraft flew over the area which is claimed by both sides.
 After this incident BP and the British governmental authorities formally announced that they fully understand the problem, which should be settled by the concerned parties. 

These actions led Baku to summon the Iranian ambassador the following day and lodge a formal protest to Tehran. On Aug. 1, 2001, after the Iranian warship, threatened to fire on BP’s oil search vessel doing a seismic survey of the disputed area, President Aliyev warned Tehran that it must not use force to get its way in this issue. 

On July 31, 2001, a group of ethnic Azerbaijanis living in Northern Iran sent a letter to Aliyev saying they were ready to take up arms against Tehran if there was an attack on Azerbaijan. Asked about the letter, Aliyev said: “We don't need that sort of thing because we have never wanted to allow the worsening of relations with Iran. The Azerbaijanis living in northern Iran, Southern Azerbaijan are Iranian citizens and I am telling them this: we recognise the territorial integrity of each country and do not interfere with any country's internal affairs. Therefore we do not accept that kind of statement. We do not need to create any kinds of incidents”.

 Turkey also played a critical role during this crisis. The Turkish Foreign Ministry summoned the Iranian ambassador to Ankara to tell him that Turkey opposed Iran’s actions in the Caspian Sea.
 Turkey has long been a close friend of Azerbaijan with which it shares strong ethnic ties. And, with the BTC pipeline to consider, they have been closer than ever in recent years. Adding in Turkey’s longstanding rivalry with Iran for regional influence, it is not surprising that Ankara responded rapidly to Tehran’s implied threat. Turkey also sent ten F–5 fighters to stage an air show in the skies of Baku on August 24–25, 2001. The air show was aimed at demonstrating Ankara’s support for Baku’s position on the Caspian issue. On August 26 the chief of the powerful Turkish General Staff, Huseyin Kivrikoglu, arrived in Baku.

It was certainly interpreted as such by Tehran, which demanded an official explanation from Turkey. Turkey responded that the visit was merely to celebrate the anniversary of Azerbaijan’s independence. But upon Kivrikoglu’s arrival, Azeri president Haydar Aliyev announced that Turkey and Azerbaijan were “two countries, one nation”.

Soon after the incident, Washington also announced that they are against Iranian actions. During her visit to Baku in August 2001, Elizabeth Jones, U.S. assistant secretary for European and Eurasian affairs, stated that Washington would provide Azerbaijan with financial assistance for its border troops confronting Iran.

Speaking as he prepared to fly to the Russian resort of Sochi for an informal summit of the 12 CIS rulers on the Caspian, Aliyev told reporters: 
“No country should use force against another country. Those are the principles of the United Nations and other international organisations and every country should follow them. We follow them and want that all countries should live in a friendly atmosphere and not allow conflicts to happen”.

2.2 Russian Caspian Sea Position: “Divide bottom, Water general”
During the 1990s years Russia has lost the right to use the bilateral Caspian Sea, as it was previously. In legal terms, it relied on the principle of continuity of Russian statehood, according to which the Russian empire, the Russian Republic, RSFSR, USSR and Russian Federation - the same party to the inter-state relations, the same subject of international law, which continues to exercise rights and fulfil the obligations deriving from its international treaties. 

In the very early 1990s, many international oil companies have been showing interest in the hydrocarbon resources of the Caspian Sea. In 1991-1992, there were active negotiations to conclude agreements on the development of these fields.
 They managed to persuade the leadership of these countries, particularly Azerbaijan, feasibility and development of oil fields, high operating rates on the stocks. Of course, this affected the position of the Caspian countries on the legal status of the sea, which is “suddenly” became a brake on their economic development and attracting foreign capital. In this respect Russia for maintaining its influence in the Caspian Sea through the consolidation of the former legal status were inconsistent with the policy of the Caspian states, which sought to free itself from Russian custody. 

In 1992, the Ministry of Foreign Affairs of the Russian Federation declared that the Caspian Sea was a closed sea with a 12 mile zone of territorial waters belonging to individual coastal states.

On 2 June 1994 Russian Foreign Ministry announced that “the Caspian Sea should not be divided into sectors” and “all questions related to the use of natural resources should be settled by all the Caspian states”.

The first signs of a rift in the Russian government emerged in 1994. On April of that year, while the Azerbaijani government was negotiating an $8 billion deal to develop its oil resources in the Caspian with a mainly Western consortium, the Russian Ministry of Foreign Affairs reacted by sending a note to the British Embassy in Moscow. The letter stated in part:

“Any steps by whichever Caspian state aimed at acquiring any kind of advantages with regard to the areas and resources cannot be recognised, and any unilateral actions are devoid of a legal basis”.

After signing by Azerbaijan of “the Contract of a Century”, on 5 October, 1994 the Permanent Representatives of the Russian Federation to the UN addressed to the Secretary General a letter. The early Russian position stated in this letter: 
“The Caspian Sea, which is not naturally linked up in the worldwide ocean, is a closed sea. The norms of the international maritime law touching in individual the territorial sea, the exclusive economic zone and the continental set are not therefore applicable to it. 

The Caspian Sea and its resources are of vital importance for all littoral states. That's why all aspects of the use of Caspian, including the exploitation of mineral resources of the Caspian as well as the rational use of biological resources, including the unique sturgeon stocks in the world by the quantity and diversity, must be concerted action by all States bordering the Caspian in order not to damage the flora and fauna of this single body of water which the ecosystem is very vulnerable and it is important above all to avoid a regional environmental disaster.

This problem can be decided only on the basis of legal regime strict observance on Caspian sea and prevention of any unilateral actions, taking into account that Caspian sea, owing to the legal character, is a subject for sharing; any the Questions connected with activity, including operation of its resources, should dare joint efforts of all countries adjoining from its coast. 

The legal status of the Caspian Sea, as defined by the provisions of Soviet-Iranian Treaties of 26 February 1921 and 25 March 1940, remains absolutely unchanged. These treaties provides for free navigation in the Caspian Sea by vessels flying the flag of its coastal States.

In accordance with the principles and norms of international law, Russia and other coastal states that were part of the USSR and Iran are bound by the provisions of the treaties of 1921 and 1940. The legal status of the Caspian Sea established by these treaties should be adjusted to take account of changing circumstances, particularly the emergence of new states bordering the Caspian Sea.

The unilateral actions undertaken in connection with the Caspian Sea are illegal and will not be recognized by the Russian Federation, which reserves the right to take any measure necessary when it sees fit to restore the legal order and eliminate the disturbing consequences of such unilateral actions” .

Azerbaijan, the clear target of Russia’s ire, had already begun trying to appease its powerful northern neighbour, while also stressing its right to develop its Caspian resources. Although the initial round of Azerbaijani negotiations with the consortium had not included Russia, it was brought in early in 1994. In March of that year, Lukoil was given a 10 percent share in the consortium. In addition, Azerbaijan awarded Lukoil multi-billion-dollar contracts in 1995 and 1996.

Russia therefore found itself in an ironic position by early 1994: while its Foreign Ministry was calling Azerbaijani oil operations in the Caspian illegal and threatening to disrupt them forcibly, it’s Ministry of Fuel and Power—allied with Lukoil and other powerful oil companies—was preparing to assist Azerbaijan in the same projects. The oil lobby scored a major victory in November 1994, when Prime Minister Chernomyrdin, the former head of Gazprom, met President Aliyev in Moscow and reaffirmed his acceptance of the consortium deal.

Nevertheless, Moscow kept trying to influence countries in the region. In 1995, the Russian Foreign Ministry said that “the Caspian Sea, according to its legal status, does not belong to any of the Caspian littoral states and they all have equal rights to its use. In this situation, each Caspian state can not be with the rights and interests of its neighbours in the Caspian Sea and to conduct its activities in such a way as not to cause them harm”. 

Russia launched an initiative to earmark a 20 mile zone of territorial waters and equal rights of coastal states to extraction in deposits situated in the central part of the sea. 

It is an important document confirming Russia's position was a joint Russian-Iranian declaration on the Caspian Sea, adopted on 30 October 1995,
 stating that all matters relating to the Caspian Sea, including the definition of its legal status, “is a consensus of all coastal States”. 

However, the signing of several agreements between the other three littoral states and international oil companies to explore and develop hydrocarbon resources beneath the Caspian’s waters prompted Russia to change its position. Thus, at a meeting of the foreign ministers of the five Caspian states held in Ashgabat, Turkmenistan in 1996, Russia put forward a compromise proposal on the new principles of the legal status of the Caspian Sea. The Foreign Minister of Russia Yevgeny Primakov proposed that within a forty-five-mile coastal zone each country could exercise exclusive and sovereign rights over the seabed mineral resources.
 The central part was to remain common property, with its hydrocarbon resources developed by a joint stock company of the five states. Both Azerbaijan and Kazakhstan rejected the Russian proposal. 

Given this rejection Moscow’s stand on the legal status of the Caspian Sea took another turn. Since the late 1990s, the Russian leaders have advocated the principle of dividing the seabed and its resources between neighbouring states. These divisions could be bilateral or tripartite. The method of division would be the median line approach. 

In March 1998, Russian Deputy Foreign Minister Boris Pastukhov told Azeri President Aliyev, Moscow no longer had objections to unilateral offshore oil and gas development by the Caspian states. Pastukhov also told Aliyev that Moscow agreed the water should be regarded as a sea, rather than a lake. 

In June 6, 1998 Russia signed with Kazakhstan “Agreement on sovereign rights for underground resources in the northern part of Caspian Sea” and from that moment started the first period of Caspian division between Caspian countries. Having recognized the impossibility of realization in practice the principle of condominium then Russia leaves steps back from its initial position and offers compromise option. Proposal of Russia was demonstrated in Alma-Ata 1997 by former Minister of Foreign Affairs E. Primakov: 

"We agree to admit the right each of the Caspian countries to carry out the oil production and plan its activity not only in 45-mile coastal zone and beyond its boundaries as well according to agreement of concerned parts” .

New stage in formation of the new international and legal status of Caspian Sea began in 2000, after Vladimir Putin became president. In May 2000, Putin appointed Viktor Kalyuzhniy, a former minister of fuel and energy, as his special representative in the Caspian area with the rank of deputy foreign minister.
 Kalyuzhniy set out to resolve the Caspian dispute by persuading Azerbaijan, Turkmenistan, and Iran to support the Russian position. In July 2000, he visited these three states in order to make his case. He proposed that: “Russia proposes to solve the problem of the Caspian Sea gradually, which includes addressing such issues as sailing, ecology, and biological and use the original definition of fowler; It is necessary to focus attention to the contentious issue of oil deposits. If the central line crosses the deposit, the deposit shall be used equally by both countries, that is, each country should be 50 per cent share in the deposit; The Caspian Sea is divided into national sectors, but water area is used commonly. Only the seabed is divided into national sectors; The establishment of a unified platform, which belonged to the future of the international and legal status of the Caspian Sea, it is necessary;
 The inception of a strategic centre based in Baku, which would handle the problems of the Caspian Sea, is desirable. Among the centre’s tasks would be: Caspian Sea monitoring, geographic information analysis, the examination of pollution causes, the coordination of activities aimed at nature conservation, sailing and fishing; Definition of the status of Caspian Sea is business of the Caspian region states.

Kalyuzhniy said in Baku that Moscow did not regard Azerbaijan’s “Azeri” and “Chirag” oilfields as disputed.
 But he noted that Russia had called for joint development of the disputed fields, among them the Kapaz/Serdar oilfield claimed by both Azerbaijan and Turkmenistan. Baku did not respond with a clear answer on Kalyuzhniy’s proposal for the division of the seabed in conjunction with joint development of disputed oilfields
. Baku clung to the idea of dividing the entire sea. Kalyuzhniy also failed to persuade Turkmenistan to support the Russian proposal. Nor did his visit to Tehran have a positive outcome. Iran rejected the Russian proposal, insisting that either the Caspian remain in common jurisdiction by all five states or be divided equally, 20 per cent for each country.
During visit of the President of the Russian Federation V. Putin to Baku which has taken place on January, 8-9th, 2001, the parties have tried to find things in common. The head the Ministry of Foreign Affairs of Azerbaijan Vilayat Guliyev so has characterised an essence of the co-ordinated approach: “the bottom we divide — water the general”.

Viktor Kalyuzhniy summarized the current position of his country in the following words: 
“The Caspian Sea has been divided by nature. And the states have to accept, because it is a fair principle. Russia goes to the division of the Caspian Sea is not from any abstract principle of equality of arithmetic, but by a natural principle. The final modification of the legal status of the Caspian Sea would be achieved via bilateral and trilateral agreements by dividing the seabed into five zones”.
   
2.2.1 Russian - Azerbaijan Agreement
The Russian Federation and Republic of Azerbaijan agreed on 23 September, 2002 to divide their parts of the Caspian Sea’s seabed. The division was based on the Russian proposed formula of Modified Median Line. Previously, the Russian has agreed with the Kazakhstan to divide their seabed using the same method. Azerbaijan, also has reached general agreement with Kazakhstan to use the same method for delimitation of their maritime boundaries in the Caspian Seabed. At the same time, the concerned states are putting pressure on Iran and Turkmenistan to join the others in using Modified Median Line and end the problems regarding the legal regime of the Caspian Sea.

The formula of Modified Median Line, as concerned countries in the Caspian Sea have used it means:

“Dividing the seabed of the Caspian Sea, according to median line or equidistance line from the shorelines of the concerned countries; 

Changing the line of demarcation, according to selected natural elements, such as seabed elevations and manmade elements, such as established installations;

Leaving the overlying waters free for navigation by all littoral countries of the Caspian Sea” 
 (see appendix 2).
What gave this Modified Median Line principle to the both sides?
Russian:

- The Modified Median Line gives the Russians the possibility of keeping their maritime connection with Iran. Iran does not have a land border with the Russian Federation, and if the Caspian Sea is divided into national sectors then there will be no maritime border too. 

- The Russians will get almost 18% of the Caspian Sea seabed.

Azerbaijan:

- Azerbaijan gets almost 20% of the Caspian Sea seabed according to the Modified Median Line. The area is one of the places known to have vast oil resources and the Azerbaijan Republic and before that the Russians were exploiting the resources in the last century. 

- If Iran agrees with the Modified Median Line, then even the disputed oil fields of Alov-Araz Sharq or Alborz will be placed in the Azerbaijan’s territory.

2.3 Turkmenistan Position: “Ambiguous”
Unlike Azerbaijan and Kazakhstan, Turkmenistan, like Iran, initially believed that the Caspian Sea - an internal reservoir, the lake, which may not be applicable category of maritime law and separate sections on national sectors.
 Such a position is in line with the open-ended the Soviet-Iranian talks on the status of the Caspian Sea in 1921 and 1940. 

However, the position of Turkmenistan from all Caspian countries proved to be the most flexible. For example, in 1993 Turkmenistan first of all the littoral countries in the adoption of the Law on State Border determined under the provisions of the law of the sea, territorial sea 12 nautical miles in width, and the exclusive economic zone, thereby extending its coastal jurisdiction in the vast territory of the Caspian Sea.

Turkmenistan, being a supporter of delimitation of the Caspian seabed and resources on the basis of international-legal norms, has consistently urged to carry out the delimitation on the basis of principle of median line according to universally accepted international norms and laws. The seabed and resources of the Caspian Sea are divided between states with the view of realization of their sovereign rights on the use of subsoil resources and another legal economic activity. 

In 1995 the president of Turkmenistan had agreed with the President of Russia Boris Yeltsin that the Caspian Sea can not be divided either by land or by water. In July the same year during a visit to Ashgabat the Iranian president Ali Akbar Hashemi Rafsanjani in the joint Turkmen-Iranian communiqué stated that the exploitation of resources in the Caspian is impossible to develop its legal regime. Also foreign countries are not allowed to interfere in the problems of the Caspian region.
 

Originally, Turkmenistan was inclined to support the position of Iran and the USSR in the Caspian Sea issues. But later it becomes changing. The government opened its oil fields to the foreign companies.  

Early Turkmenistan position about Caspian Sea regime:  The parties to the Agreements of 1921 and 1940 were Soviet Russia and the USSR, and they do not exist any more as the subjects of international law. With the emergence of the new, independent states on the coast of the Caspian Sea, the development of co-operation in this region has acquired a multilateral character. In this connection, there is now a need to define a new status for the Caspian Sea, taking into consideration the interests of all the littoral states; Careful examination of these agreements demonstrates that they only settle the matters of trade, navigation and fishing, but do not define the legal status of the Caspian Sea as a whole. They do not contain any indications on such essentials of the Caspian’s legal status as the regime for exploitation of the sea bed, the ecological regime, the use of air space above the sea, etc; Divide both the seabed and surface into national sectors at equal distances from the coast. Under the UN maritime regulations, any sea should be divided into sectors at equal distances from the coastal line. And to leave a 20-mile zone in the middle of the sea for free navigation.

In December 1996, Russia, Iran and Turkmenistan proposed a 45-mile zone to exploit the nonliving resources of the sea and joint ownership of the rest. Later, in a joint statement made by the presidents of Turkmenistan and Kazakhstan, on February 27, 1997,
 the two countries agreed to delimit the sea on the basis of the median line. They also agreed to recognize the division made by the Soviet Union in 1970 to constitute the states’ borders following the disintegration of the USSR. 

Their position changed again after it decided to dispute Baku’s claim to an oil field called Kapaz by Azerbaijan and Serdar by Turkmenistan.
 

In 1997, Niyazov announced Turkmenistan’s position about the new situation over Caspian problem: 
“Until now, the regime of Caspian Sea was determined by treaties between the Soviet Union and Iran, the sea was divided between the two countries. Changes in the geopolitical situation have led to a new balance of interests in the Caspian region and the need for new approaches to determining the status of the Caspian Sea. Most of the littoral countries now have a sectoral variant section of Caspian Sea. Turkmenistan suit and such a principle, as previously arranged, and dominated the concept of a condominium. However, the practical steps taken by the littoral states and a number associated with the development of hydrocarbon resources of the sea, this principle has lost its meaning” .

On July 8, 1998, the presidents of Turkmenistan and Iran issued a joint statement that stipulated that until finalization of a new legal regime, the treaties of 1921 and 1940 would remain in force and agreed on the condominium principle for the common utilization of Caspian resources.
 In case of a division of the sea, they emphasized the equal share of all the littoral states and a unified legal regime for the surface and the seabed. Apparently the dispute between Turkmenistan and Azerbaijan regarding demarcation of their national zones and ownership of the Kyapaz oil field made Turkmenistan change its position and lean towards the Iranian position.

With the further development of Western economic activities in the region Turkmenistan moved further and further away from Russian influence and already in February 1999 Turkmenistan agreed to Trans-Caspian gas pipeline plan of the U.S. despite Russian protests.
 The U.S. ambassador to Turkmenistan Steven Mann said that “Dissatisfaction of Russia and Iran with U.S.-Turkmenistan agreement on Trans-Caspian gas pipeline will not obstruct the implementation of the agreement”.
On November, 27th, 2000 the president of Turkmenistan and the special representative of the president of Iran concerning Caspian Sea Ali Ahani have confirmed affinity of positions of Ashgabat and Teheran concerning the status of Caspian Sea.
 The President of Turkmenistan officially declared that the national sector of the Caspian Sea an integral part of Turkmenistan, and the task of complete full integration into the national economy. Russia has warned Ashgabat that realization of these powers is included into the contradiction with operating status of Caspian Sea, and has reserved the right to it acceptances of adequate measures to provide action of the integral principles of a freedom of navigation and fishery.

In December 2001, Niyazov said: “Turkmenistan, as well as Kazakhstan and Russia, proposed to divide the seabed in the middle of the lines, but it insists on establishing a 47-mile economic zone of littoral states and the rest of the water surface used for all five states”.
 

Turkmenistan’s position has shifted several times over the years, at one point coming close to the Iranian view. Currently, it appears to favour the idea of nation sectors as supported by the other former Soviet littoral states, but wants the boundary lines to take into account how close a given oilfield lies to each country’s shoreline.

Turkmenistan’s position about Caspian issue has changed during the last few years and is still ambiguous. It generally supported Iran and the initial Russian opposition to the complete division of the sea.

2.3.1 Turkmenistan - Azerbaijan Dissidence over Oil Fields
After overcoming the first line of obstacles on the way of obtaining the right to national sectors, problems started escalating on a different level. The borders of national sectors were challenged. Already in 1997, when Turkmenistan was still holding the position that the Caspian should not be divided to national sectors, it made claims to oil fields of Azerbaijan: “Azeri”, and “Chirag”. Although Ashgabat laid claim to the offshore “Kapaz” field following an initial July 1997 agreement on the field's exploitation between Azerbaijan and two Russian oil companies. Turkmenistan claimed that those oil fields were in its national sector and that Azerbaijan had no right to exploit them. Baku rejected the claim out of hand but offered to hold talks with Ashgabat to clarify the matter. 

The whole process of Turkmen protest was carried out in a spectacular manner: On a map the president of Turkmenistan publicly crossed out the names of Azeri oil fields and gave the oil fields new names, one being his own name. That is how “Kapaz” oil field became “Serdar” for Turkmenistan. Once again what was interesting was that two out of three oil fields - “Azeri” and “Chirag” were part of the “Contract of Century,” concluded between Azerbaijan and Western Oil Companies on September 20, 1994.  Turkmen authorities threatened to take their case to the UN or an international court, insisting that no more oil agreements should be signed by Baku until the question of the Caspian Sea's status is settled definitively.

Turkmenistan had not protested against those agreements then and three years afterwards unexpectedly presented these claims. Geographically and taking into account the principle of equidistance “Chirag” and “Azeri” are completely within the national sector of Azerbaijan. Concerning the third oilfield, “Kapaz” Azerbaijan recognized that it was in a boundary zone with Turkmenistan and it was ready to cooperate to share it, to jointly exploit, or include Turkmenistan to in the consortium. Turkmenistan initially rejected even to discuss the issue. 

In the statement, issued by the Ministry of Foreign Affairs of Turkmenistan on July 7, 1997, the interests of Russia were clearly visible and clearly voiced: “To this end, Turkmenistan has supported calls, including those from Moscow for restraint in proceeding with physical exploration and development of the Caspian Sea prior to an internationally recognized legal status”. Azerbaijan, certainly, could not and did not want to cancel the oil agreements with Western companies and freeze any economic activity in the Caspian because of Russian and Turkmenistan claims. In these circumstances it became quite risky for Turkmenistan to hold a contradictory position on the one hand being against national sector principle, on the other hand claiming that Azerbaijan violated its national sector. 

In the beginning of February 1998 after consultations in Ashgabat Turkmenistan finally agreed to the principle of dividing the Caspian into national sectors and it accordingly signed a document with Azerbaijan. With the further development of Western economic activities in the region Turkmenistan moved further and further away from Russian influence and already in February 1999 Turkmenistan agreed to Trans-Caspian gas pipeline plan of the U.S. despite Russian protests. The U.S. ambassador to Turkmenistan Steven Mann said that “Dissatisfaction of Russia and Iran with U.S. -Turkmenistan agreement on Trans-Caspian gas pipeline will not obstruct the implementation of the agreement.” The special representative of the U.S. president on Caspian Region, Richard Morningstar visited Ashgabat and Baku and expressed the will of the U.S. to mediate between Azerbaijan and Turkmenistan on the border conflict in the Caspian. One can expect that further development of the events might bring up a reasonable agreement between Azerbaijan and Turkmenistan on the Caspian in 1999.
 

A meeting of Azeri and Turkmen working groups for the delimitation of national borders on the energy-rich Caspian Sea began in Baku on February 6, 2008. The bilateral consultations were held in the Ministry of Foreign Affairs of Azerbaijan and ended on February 10. The Turkmen delegation was chaired by the special representative of the President of Turkmenistan for the resolution of status of Caspian Sea, Deputy Foreign Minister Khoshgeldy Babayev. The Azeri delegation was chaired by the special representative of the President of Azerbaijan for defining of the status of the Caspian Sea, Deputy Foreign Minister Khalaf Khalafov. The experts discussed the issues on the legal status of the Caspian Sea, exchange views on delimitation of the Caspian seabed based on the median line approach, according to which the sea will be divided into national sectors of the Caspian littoral states, and related legal documents examined.

The key difference between the sides remains the oil-gas field Kapaz/Sardar which Turkmen sides insist that it belongs to the Turkmen sector. According to seismologist, the estimated reserves of the oil and gas condensate of the Sardar field amount to about 150 million barrels. 

In 19 May 2008 Turkmenistan President Gurbanguly Berdimuhammedov officially visited to Azerbaijan.
 Azeri President Ilham Aliyev declared that “all issues have been resolved” with Turkmenistan following talks. Aliyev and Berdimuhammedov said a “new stage” had been reached in relations which could enrich both countries as they sought - with prodding from the U.S. and EU - to find ways to ship their Caspian energy resources to Western markets. Both rulers used words like “brotherly nations” and “common interests” in their comments to the media.  Still, there was no sign of any resolution for the disputed offshore petroleum fields between them. Berdimuhammedov said the legal status of the Caspian - whether it was a sea or lake - must be decided soon. But Aliyev added that if the two leaders could resolve their differences over the fields, then that could also lead to a final decision on the Caspian’s status.
 

2.4 Kazakhstan Position: “National Jurisdiction and Exclusive Rights”
Such as Azerbaijan, Turkmenistan and other countries bordering the Caspian, Kazakhstan found itself without really meaning to, independent and sovereign state after the collapse of the USSR in late 1991. Therefore, it is one of the players in the party to five - with Iran and Russia - which plays around the water tank inside a single one wonders if this a lake or a sea stakes of this game are regional rather than caviar, navigation or the environment, oil, and to a lesser extent, gas. The use of very large reserves on-shore and off-shore - Proven and probable - is of vital interest to the riparian countries. Non-riparian countries as the western powers, Turkey, Georgia, Greece, Bulgaria and others are more or less directly involved in the game of the Caspian Sea, whether it by oil himself or by passage of the pipeline that should emerge from this landlocked region.

According to Kazakhstan Soviet-Iranian agreements from 1921 and 1940 don’t solve the most serious problems of the Caspian Sea, namely the questions of mineral source extraction in the Caspian Sea. As for Kazakh vision of Caspian Sea division, the country gives preference to its division into national sectors based on the central line principle and the definition of coastal and fishing zones. Like in the case of a territorial sea, coastal zones will be the sovereign territory of a state according to Law of the Sea.
Kazakhstan's position on the Caspian contradicted that of Russia. Moreover, Almaty immediately began to form a coalition with Azerbaijan and Turkmenistan to counter the Russian demands. On 19 July 1994 Kazakhstan sent a draft “Convention on the Legal Status of the Caspian Sea”
 to the other Caspian States. The draft was based on the concept of a land-locked sea, and attempted to apply the provisions of the UN Convention on Law of the Sea to the Caspian. It envisaged delimiting the coastal states’ borders on the Caspian, including internal waters, territorial waters and exclusive economic zones, as well as determining each state's continental shelf. Coastal states were to possess national jurisdiction and exclusive rights to explore and exploit the mineral resources in their sector of the seabed. The draft contained some provisions favouring the Russian position. It recognised the need for unhampered navigation and fishing, each state's ecological responsibility, and need for a coordinating body, which would ensure a balance between the interests of all the littoral states.
 But all these were token concessions.

In 1995, the Deputy Minister of Foreign Affairs of the Republic of Kazakhstan B. Gazzatov well formulated his country's position: “A new legal status for the sea: the demarcation of borders in the maritime area, including territorial waters and exclusive economic zones, determination of a continental platform for each state; Caspian Sea should be divided into the appropriate area, under the sovereignty of coastal States; Coastal States should have the sovereign right to explore, develop, maintain and use biological and natural resources in the mineral waters on the seabed and subsoil of the Caspian Sea; The rights of the landlocked Caspian to access to high seas, which requires the revision of the legal regime of the delta of the Volga, the Volga River and canals Volga - Don and Volga – Baltic”.
 

The great turning point in relations between Kazakhstan and Russia on the Caspian is at the end of April 1996. To date, B. Yeltsin paid a visit to Almaty during which were signed a number of agreements. Kazakhstan and Russia have come closer then their views on the status of the Caspian. They help them to explore and drill in their own waters and agree that in Kazakhstan, Kazakh companies, Russian and foreign companies will work together.

Very similar positions in Kazakhstan and Azerbaijan were finalized in September 1996 in a special statement, the presidents of Haydar Aliyev and Nursultan Nazarbayev of the principles determining the status of the Caspian Sea, cooperation in the area and on the shelf.

In common Kazakh-Turkmen declaration on questions pertaining to the Caspian Sea dated 27th February, 1997. The parties agreed that they would abide by the delimitation of administrative and territorial borders according to the central line principle from 1970.

In January 1998 an informal meeting between President Boris Yeltsin and President Nursultan Nazarbaev outside Moscow yielded a joint statement. The two presidents agreed that “the achievement of a consensus must reflect a fair division of the Caspian seabed, while the surface water remains in general use, allowing for free shipping, coordinated guidelines on fishing, and protecting the environment”.

2.4.1 Agreement between Kazakhstan and Russia 

On 6th July, 1998, Russia and Kazakhstan signed an “Agreement on the Division of the Northern Part of the Caspian Sea Seabed in order to exercise sovereign rights for subsoil use”.
 This Agreement establishes the principle of separation of the bottom of the northern Caspian Sea to the median line, which can be modified on the basis of the additional agreement of the parties. The centre line is modified in the light of islands, the geological structures and “other special circumstances”. In addition, the norm is a very realistic situation of the Agreement on the modification of the median line in the light of earlier geological costs incurred. 

The agreement provides that in case of passage of the modified median line through the field and future structures, the latter will be the object of joint exploration and development. As indicated, with distinction northern Caspian seabed at the national sectors, the Agreement has shared the water surface of the Caspian Sea and provides the freedom of agreed rules of fishing and environmental protection.
 

The agreement comes directly from the need for littoral States of the Convention on the legal status of the Caspian Sea and provides that the issues of navigation, the construction and use of pipelines and cables will be settled after the conclusion on the basis of this Convention. This agreement declares that its provisions do not impede the achievement of general agreement coastal states on the legal status of the Caspian Sea and considers Russia and Kazakhstan as part of the overall arrangements. The latter can be regarded as a declaration that the Convention on the legal status of the Caspian Sea should be mindful of Russia and Kazakhstan reached an agreement.

The signing of the 1998 Agreement was an attempt by Russia and Kazakhstan to give new impetus to the multilateral settlement of the status of the Caspian Sea by means of a realistic two-way agreement. Unfortunately, the legality of such arrangements has been questioned by some other Caspian littoral states, postulated the possibility of settlement only by consent of all five states and does not share this approach Russia and Kazakhstan .
 

Later on 13th May, 2002, a protocol was signed in Moscow which was a supplement to the 1998 agreement.
 It contained the coordinates of modified central line and the conditions of the inception of joint Kazakh-Russian companies that would extract mineral wealth in the immediate vicinity of the central line. The agreement imposed double legal status: sources situated over the seabed would be used commonly and deposits situated under the seabed would be divided. The seabed was divided and simultaneously the common water area utilisation including the guarantee of the freedom of sailing and fishing was maintained. 

Similar contract has been signed also between Azerbaijan and Kazakhstan on 29th November, 2001: “The Caspian Sea between the two countries would be separated along the midline; The water column of the Caspian Sea was not covered; Exploration and exploitation of the midline structures and border areas should the parties reach a separate agreement” .

There’s also the trilateral Agreement among the Russian Federation, the Republic of Azerbaijan and the Republic of Kazakhstan on Border Line signed in Alma-Ata on 14th May, 2003
. In the agreement is written that in accordance with the protocol and agreement between Russia and Kazakhstan, the agreement and protocol between Russia and Azerbaijan and the agreement between Azerbaijan and Kazakhstan the contact coordinates of Russian, Azerbaijani and Kazakh sector were fixed (see appendix 3).
2.5 Iran’s Position of the Caspian Sea: “Condominium or Joint use”
With the December 1991 collapse of the USSR, the situation on the northern borders of Iran totally changed. Instead of the Soviet Union, four new republics, Russia, Turkmenistan, Kazakhstan and Azerbaijan are in addition to Iran, bordering the Caspian Sea. The face to face Iranian-Russian and then Soviet-Iranian, which had marked the history of the sea for centuries, takes an abrupt end. This new geopolitical situation requires the riparian States, old or new, to define a new policy towards the Caspian. These policies represent a break with the past and must take into account both the geographical constraints of each new state and political and economic interests of its own.  

Iran has been more consistent in rejecting any bilateral agreement to divide the Caspian. Tehran’s preference is for all five littoral states to adopt a collective approach in developing the mineral resources beneath the Caspian. Indeed, for the last several years, Iran has increasingly become the lone voice in the debate over the legal status of the basin. The reason is simple: Iranian shores on the Caspian seem to hold less oil and natural gas reserves than the other four littoral states. Taking this into consideration, several characteristics of Iran’s Caspian policy are noteworthy:

- Since the collapse of the Soviet Union, Iran has maintained that the 1921 and 1940 treaties should be considered valid and should govern the Caspian until the five littoral states reach a new agreement. 

- For the last few years, Iran has indicated a willingness to divide the Caspian into national sectors, but only provided there is equal division of the sea, giving each country 20 percent of the sea floor and surface. 

- If the legal regime is one of division, then both the seabed and the surface should be divided. The Iranians strongly oppose the Russian formula of dividing the seabed and sharing the seawater. 

- Given Russia’s military superiority and Iran’s strong security concerns in the Persian Gulf, Tehran has neither the will nor the means to engage in an arms race in the Caspian Sea. 

- Iranian oil companies have participated in developing mineral resources in the Azeri sector of the sea, and the Iranian government has signed agreements with international oil companies to explore for oil and natural gas in its sector of the Caspian.

The Iranian approach to determining the legal status and regime of the Caspian Sea are very similar to Russian, which is not surprising, since both states are formally its “owner”. Iran on the treaty system of XIX century and the contract of 1921 supports the Russian idea of the uniqueness of the Caspian Sea. 

Iran, like Russia, insists that all matters relating to the Caspian Sea littoral countries dealt only with the intervention and participation of other countries. Russian-Iranian talks were held at Tehran 30 October, 1995 and they signed a Joint Statement. Here are main aspects of Statement: “The problems of legal status and regime of the Caspian Sea is a unique body of water, are of a purely regional nature; Any questions concerning the management of the Caspian Sea and its resources have to be addressed through international treaties, with the participation of all littoral states and their equal rights and mutual interests; All rights in respect of the Caspian Sea and its resources belong to the littoral states, and only they have the right to determine the rules of the Caspian Sea; An organizations should be established for cooperation among the Caspian littoral states and an effective permanent mechanism determined for coordination of their actions; Mutual relations between the costal states in the Caspian Sea shall be governed by the principles of respect for State sovereignty, good-neighbourliness, and the non-use of force or the threat of force”.
 

Iran originally stood for the condominium, or joint use of the sea and its products of all five Caspian littoral states.
 This approach of Tehran was due to the fact that at the sectoral division of the sea on his share would have to be the smallest part of the Caspian hydrocarbon reserves. However, the principle of a condominium was unacceptable to the other littoral states, and had no chance of implementation. Therefore, in addition to this, “ideal” option Iran has developed and the alternate position: he was ready to accept the equal partition of Caspian Sea - for 20% of the Caspian Sea and its bottom. However, this position is difficult: it is not clear how to divide the Caspian Sea to the “equal shares”. 

However, in the mid 1990s there are changes in the position of Iran. For example, in December 1995 at the international conference “Prospects of development of oil and gas deposits of the Caspian Sea”, held in Tehran, Iranian Oil Minister Gulam Reza Agha-zadeh said that: “Iran will be guided by economic expediency rather than political expediency in dealing with the problem of their participation in development projects of Caspian Sea oil and gas fields”.

Changing the position of Iran is a natural result. It was the mid-90 are such important events as the conclusion of Azerbaijan for the development of contracts with international oil companies, to strengthen the U.S. position in the region, the beginning of large-scale publicity campaign related to the stocks in the Caspian. At the same time have to change the position of countries such as Turkmenistan and Kazakhstan, while weakening the Russian influence in the region. All these factors have created a specific background, to a large extent, Iran has prepared a guide to the changing priorities of the legal status of the Caspian Sea.

At the same time, Iran has insisted on the need to adhere to previous agreements, believing that the Caspian Sea, a unique body of water, is vital to coastal states that bear equal responsibility for the wise use and reproduction of its natural resources and preservation of ecosystems, and that accordance with international law, these documents are binding on States of the former USSR. Iran has also pointed to the Alma-Ata declaration of 21 December 1991, whereby independent republics committed themselves to the treaty the Soviet Union, binding not only for the Russian Federation and the Islamic Republic of Iran, but also for other littoral states. 

According to a statement of the Foreign Ministers of the five Caspian littoral countries, adopted at a meeting in Ashgabat on November 12, 1996, any change in legal status of the Caspian Sea after the collapse of the Soviet Union may be taken only by consensus. On this basis, until the final determination of the legal status of Caspian Sea Iran was intended to consider any action by coastal States, contrary to the existing status or have not received the approval of all five Caspian littoral countries, as unacceptable, because such actions have no legal basis and involve the full responsibility of the coastal States over the possible consequences, including impairment of the rights of other riparian countries on the use of mineral and biological resources of the sea.
 

On July 8, 1998 Iran made a joint statement with Turkmenistan. They declared that the most optimal variant, serving the interests of all Caspian states, was the principle of keeping certain national zones, while having the middle sector of the sea as a common sector and with this again returned to the old formula. What is interesting is that by then Russia had given up this radical position which now was taken by Iran and Turkmenistan, who initially had just supported the Russian position.

On July 17, 1998 Russia and Iran concluded in a joint statement: “The decisions on the Caspian Sea could be made only by the Caspian states, and no country except them had any right to influence the determination of its fate or act as an arbiter”.
 The statement also mentioned that no oil pipeline could be constructed under the Caspian Sea. This part of the statement was directed against the strategic Trans-Caspian plans of the Western oil companies, Azerbaijan and Kazakhstan to build an oil pipeline, which would directly unite the Caucasus with the Central Asia avoiding communications passing through Iran or Russia. The statement also confirmed the principle of demilitarization of the Caspian Sea. The joint statement mentioned three options as having been considered: complete common ownership in the Caspian; complete division of the Caspian into national sectors; division of the seabed and keeping the waters under common ownership. 

On 12 March 2001 was attended by Russia and Iran, a Joint Declaration, in which particularly emphasizes that the two sides does not officially recognize maritime borders, to the legal status of the Caspian Sea has been determined. On this basis, the sides would step up cooperation in the basin of the Caspian Sea through the preparation of appropriate legal mechanisms to promote.
 Note registered in the joint statement, the consensus principle, which all decisions and arrangements concerning the legal status and governance of the Caspian Sea will be effective only if they are taken by common agreement, the five littoral states. 

Russian-Iranian declaration on the Caspian has caused a negative reaction in Kazakhstan and Azerbaijan. Russia has been thrown down that “no official denial borders on the Sea” is not consistent with the Russian-Kazakh and Russian-Azeri agreement that the parties adopted a distinction at the bottom of the sea sector.

Iran does not need the oil and gas of the Caspian Sea. There are vast resources of oil and gas in other areas of Iran, especially in the Persian Gulf. Exploration and exploitation of many areas in Iran are much easier and practical than Caspian Sea. But the proper shipping in the Caspian Sea to Tehran is of major strategic importance, especially with Russia.

In March 2003, Iranian Foreign Minister Kamal Kharrazi announced that: The legal status of the Caspian Sea must be based on the USSR-Iran treaties signed in 1921 and 1940. He also said that that these treaties must be instrumental in defining the comprehensive legal status of the Caspian Sea.

The present position of the government in Iran is that the Caspian Sea is a condominium, but if it is going to be divided into national sectors, then Iran should have at least an equal share with others, meaning 20% of everything. Iran was of opposite opinion regarding bilateral and trilateral agreements as aimless. 
3. CASPIAN ENERGY RESOURCES, CASPIAN BASIN GEOPOLITICS AND ROLE OF INTERNAL AND EXTERNAL ACTORS
In the first decade of the twenty-first century, the Caspian region is not only one of the centres of world production of hydrocarbons, but the most important geopolitical hub, where the interests of many countries in the world. To date, the Caspian region has become completely self-sufficient regional hub of modern politics, from developments in international processes which depend on regional and global level. The situation in the Caspian region is characterized by the fact that the interests of regional and extra regional States are closely intertwined as in the energy field, and in the field of international security. This fully applies to Russia, the U.S., China, Turkey and the EU, who were among the leading players. Recent geopolitical realities show that the great powers, on the one hand, looking for ways to cooperate both bilaterally and multilaterally with the parties to the region, including in the energy sector and to take measures to eliminate the threat of international terrorism. Another is “Great Game” as defined by national, geopolitical and geo-economic interests, slightly transformed in the wake of 11 September 2001.
 Given the benefits which oil and gas transit provides to the countries involved, the Caspian Basin is gradually becoming a battlefield for energy resource transportation rights, where control over the pipelines brings even more significant strategic and political leverage. Indeed, as O’Hara points out, “Who controls the export routes, controls the oil and gas; who controls the oil and gas, controls the Heartland”.

According to Niklas Swanstrom Central Asia increasingly seems to be either the stage for a revised version of the “Great Game”, where the main actors today are China and the U.S. rather than the nineteenth century actors Russia and Great Britain, even if Russia still holds a failing grip over the region, or the object of an attempt by China to re-create a classical vassal relationship between China and the Central Asian states.

The process of transformation of the basic policies of interested states in the Caspian region can be divided into three main periods. 

The first period (late 80s - the first half of 90s). This period characterized by the emergence of a new geopolitical region - the Caspian region and the new states in the region. If in Soviet times, the Caspian Sea was divided, two states - the USSR and Iran, after the collapse of the Soviet Union in the Caspian, new independent states-Azerbaijan, Kazakhstan and Turkmenistan. During this period, there were no accurate data on the volume of energy resources in the Caspian. "The emergence of new states led to the need for a Caspian states and the world's major political players in the tactics of the emerging field of geo-political game. Clearly, there was the formation and identification of items, based on the interests pursued by various countries. At that time, the Caspian region is a kind of “geopolitical vacuum”, which only had to identify the main actors, their interests and policies. 

The second period (since the mid 90s - to the beginning of XX century). During this period, more or less define the position of most participants Caspian geopolitical games. The main factor influencing the processes in this region has been the emergence of a competing line of the West - Russia. This was due to the fact that almost all oil pipelines from the Caspian states pass through the territory of the Russian Federation. Only one low capacity oil pipeline - Baku - Supsa did not go through Russia. The result was an active pursuit of external and internal players to create a new alternative transportation routes from Caspian to world markets.

The third period (since the beginning of the XXI century). Analysis of current trends allows concluding that the beginning of a "new phase" processes in the Caspian Sea region, caused by the growing importance of Caspian natural resources on a global scale. All the more important consideration of the Caspian Sea as a alternative to the Persian Gulf as one of the major oil-producing regions of the world.[image: image1.wmf]
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The Caspian Sea basin and the near Caspian territories today is attracting the attention of many countries in the world not only for its rich reserves of hydrocarbons, but also the peculiarities of the geopolitical and geo-strategic order of the leading actors of world politics a lot of opportunities to realize their economic, political and military-strategic interests. The Caspian region has become a field of diverse competition and rivalries between those nations and the forces that wish to dominate this strategically important region of the world. 

In general, the following interest groups want to be present in the Caspian region:

First circle: the Caspian littoral countries - Kazakhstan, Turkmenistan, Azerbaijan, Russia and Iran. These states are trying to solve internal problems by supplying energy to the world market; 

Second circle: transit-zone countries - Russia, Iran, China, Turkey, Georgia, Ukraine, Romania, Bulgaria and others are trying to extract dividends from the transportation of energy on their territory; 

Third circle: traditional regional players - Russia, Iran, Turkey aims to strengthen the strategic position in the region; 

Fourth circle: large global players - U.S., EU, Russia, and China consider the Caspian Sea as part of a geopolitical struggle for control of the strategically important regions of the world.

3.1. Internal Actors

3.1.1 Russia, Historical Leader of the Region 

After Collapse of USSR, Moscow feels it right to “fair share” of resources in its “near abroad” but at the same time feared that the Western powers, attracted by the oil, and whose funds are also needed to modernize its own industry, not be tempted to dismiss it out of the region by encouraging local nationalism and secessionist movements. Moscow also intends to control the export routes to control the oil producing countries of the CIS in accordance with the decree signed by Boris Yeltsin on 14 September 1995.

Russia is one of the key players in the Caspian region. Russia took a firm position in the region, due to the following factors:
Historical and Cultural Factors: Russia is present in the region for over one and half century. Control over the region provided by Tsarist Russia and then the Soviet Union, which later became the legal successor of Russia, a strong foundation for the dominant position of Russia on the Caspian Sea. The general co-existence in one State is bound by Russia with the other Caspian republics close historical and cultural ties that to a large extent determined the weight and influence of Russia in the Caspian.
 

Transit Capacity: Russia is at the crossroads of Europe and Asia and has access to the seas, that it provides an important strategic position as a transit state. Currently, the main route of transit of Caspian oil on the territory of Russia, as well as before it was a unified system of trunk pipelines USSR. In this situation, Russia has an additional lever of pressure and could influence the policies of other littoral states.
 

Military Capabilities: Despite the fact that the military potential of Russia weakened by the war in Chechnya, the lack of economic resources necessary to modernize the army and the military-industrial complex, as well as the slow process of reforming the armed forces, however, Russia has a strong armed forces compared with other littoral states. At the moment, the level of combat readiness and military capabilities of Russia to the Caspian Sea is the highest in the region, which potentially can be exploited by Moscow to assert their positions on this issue.
 

For Russia, the Caspian region is a traditional area of their national interests. Russia is interested in strengthening their positions in the Caspian and to prevent domination of the third force in the region. At first, after the collapse of the Soviet Union is a geopolitical, rather than the economic factor is fully determined Russian policy in the Caspian. From a Russian point of view, the Caspian Sea area is of particular concern due to a host of interests that must be protected. Among the most important are:

Geo-strategic Interests: Russia wants to remain strong in the area and wield power within and control over the CIS, thereby ensuring the security of its southern flank. Russia sees as its greatest danger the potential expansion of Chechen authority into Dagestan at Russia's expense, thereby severely restricting Russia's direct access to the Caspian Sea. 

Geo-political Interests: the retention of Russian influence within the space of the former Soviet Union directly determines the future of Russian statehood, according to many analysts. Caspian oil, despite all its economic significance, is merely the external manifestation of the global political task of the present day-the restoration of Russia's might. Evolving problems in the North Caucasus among the autonomous Russian republics - Chechnya, Karachay-Cherkessia, Kabardino-Balkaria, North Ossetia, Ingushetia, and growing religious pressures make this area as or perhaps more important to Russia than the CIS in terms of interests and stability.

Economic Interests: Russia wants to ensure that cash flows in the form of Western capital will continue from Central Asian and Siberian oil fields, and that cash flows are not be redirected out of Russia and into the Caspian region. Another economic concern is sovereignty rights to the body of water itself. The bottom and outer edges of the Caspian is divided one way, the column of water over these divisions in another.

  3.1.2 Iran, “Pariah State” or Leader State of the Caspian Basin?
In December 1991, after collapse of the USSR, the situation on the northern borders of Iran totally changed. Instead of the Soviet Union, four new republics, Russia, Turkmenistan, Kazakhstan and Azerbaijan are in addition to Iran, bordering the Caspian Sea. The face to face Iranian-Russian and then Soviet-Iranian, which had marked the history of the sea for centuries, takes an abrupt end. This new geopolitical situation requires the riparian States, old or new, to define a new policy towards the Caspian. These policies represent a break with the past and must take into account both the geographical constraints of each new state and political and economic interests of its own. 

According to Bulent Aras, Iran’s policy towards the Caspian Sea will soon revolve around three main areas namely:  Development of bilateral ties in all fields, with the riparian countries; Establishment of a regional cooperation grouping the five riparian states; Validity of the Iran-Soviet agreement of 25 March 1940 as a legal basis of cooperation prior to the development of a new agreement between the five states”.

Regarding bilateral relations, the new neighbours of Iran around the Caspian are not all the same treatment. Russia is still a partner and a major power with which Tehran seeks to develop closer relationships. With Turkmenistan and Azerbaijan, both of which, in addition to the maritime borders, share long land borders with Iran, the relationships are different.

The interest of Iran to open up energy resources of Central Asia and Caucasus is threefold. Iran hopes to begin out of severe economic and social crisis which it faces and is threatening its own stability. It also intends to take advantage of its geographical position to become the passage of trade with Central Asia and the Caucasus. It intends to promote recognition of its status as a major regional power. 
Wishing to become the preferred route for the export of oil and gas from the Caspian Sea, Iran has sought to strengthen its relations with all states in the region. This through the signing of bilateral agreements for the pipelines, but also by the construction of roads, railways and the establishment of maritime and air ways.

The desire to Tehran to become a power geo-economic importance in the region faces yet nevertheless the determination of Washington to keep Iran in a status of “pariah state”. The most striking fact in this regard took place before U.S. President Bill Clinton had an embargo against Iran, on 30 April 1995.
 It concerns the agreement signed in Tehran in August 1994 with Turkmenistan in the presence of representatives of Turkey, Russia and Kazakhstan to build a pipeline from Turkmenistan to Europe.
 The American objections ended the hopes of the Islamic Republic. 

3.1.3 Azerbaijan, In the Centre of Geopolitical Game 
The policy of Azerbaijan towards the Caspian Sea is largely compromised by the difficult political context in which is this young republic, both internally and regionally and internationally.
 

After independence, Azerbaijan has been at the heart of the “geopolitical triangle” intersecting and sometimes conflicting interests of Russia, Iran and Turkey.
 The strategic interest of Azerbaijan is the adoption itself as an independent, primarily from Russia, a regional leader in the whole area of the Caspian basin. The impetuses for such claims are not only oil but also the most favourable geo-strategic location of the Republic. As a tool for implementation of the strategy advocated mutual interest together with the U.S. and its allies “away” from Russia. The development of oil deposits and the withdrawal of oil to world markets should provide a factor of economic independence and prosperity of the Azerbaijani economy.
 

Baku is actively using the oil factor in maintaining close relations with developed Western countries. Reoriented Baku to the West was largely due to the idea of the project of Baku-Ceyhan pipeline, which provides an important opportunity for Azerbaijan is interested in transporting its oil to bypass Russia.
 Since the U.S. has also desire to establish closer relations with Baku. It is through Azerbaijan Washington to implement its policy in the Caspian.

3.1.4 Kazakhstan Policy: Escape from Russian Dependence
For Kazakhstan, as one of the littoral states, the situation in the Caspian Sea region is of particular importance: First, the main interest is to use energy to solve their economic problems and development; Secondly, the inland location of Kazakhstan and the lack of direct access to the seas create certain difficulties in transporting oil to world markets.
 For Kazakhstan, it is important to diversify the ways of transportation of energy resources to reduce their dependence on Russia, the monopoly is now the main pipeline; In the third, Kazakhstan is facing a challenge to defend their national interests and security in the context of growing geopolitical game in the Caspian Sea between the littoral, near the Caspian and extra regional States. In this connection it should be noted that the main struggle for the flow of Caspian oil is now just around Kazakhstan its sector of the Caspian Sea. Access of foreign capital to Russia’s Caspian oil deposits offshore markedly restricted. Iranian sector virtually deprived of any large deposits. Turkmenistan also has a relatively small oil reserves and conducts foreign policy in isolation from world and regional processes” .

In general, Kazakhstan, new opportunities for the development of the oil sector of its economy, and exercises its niche in the global energy market. Either way: strengthening the U.S. position in Central Asia and the intensification of relations between Astana and Washington did not lead to a drastic change in foreign policy and radical shift in foreign policy orientations of the period after September 11. This fact is indicative of a balanced approach in the foreign policy of Kazakhstan, based on the principle of multi-vector, which is justified because of geopolitical position of Kazakhstan, located between the major regional powers - Russia and China.

3.1.5 Turkmenistan Caspian Sea Policy: Neutral or Side
As stocks of oil and gas hydrocarbons in the Caspian states Turkmenistan occupies third place. Being a landlocked country, deprived of free access to the world market, Turkmenistan is interested in developing a broad network of export routes. Ashgabat dependence on the issue of transportation can be used as leverage on the part of certain States to expand its presence in the region in general and Turkmenistan in particular. The interests of foreign players in Turkmenistan relate primarily gas.
 Thus, Washington actively lobbied Trans-Caspian gas pipeline project, which would bypass Russia and Iran, the territories on the bottom of the Caspian Sea through Azerbaijan and Georgia, and later in Turkey. That is almost repeated the route of the Baku - Ceyhan pipeline.
At present, Turkmenistan is able to deliver gas in large quantities only in Russia. All this significantly complicates the task of leadership to develop its oil and gas industry. Because of its geopolitical position, Turkey, with the strategy of export routes of gas is quite a strong influence from Iran. Recently, Iran stepped up its activities in Central Asia, and in order to make early strengthen its position in the region, trying to reach a higher level of economic relations with states in the region. In this context, the development of cooperation with Turkmenistan is seen by him as a promising area. Ashgabat, in turn, has always shown a special interest in the possibility of transporting energy through the territory of Iran.
 Laying of pipelines for the relatively safe Iranian territory, with access to the main world market for energy - the Persian Gulf, is a fairly substantial prospect.
 Turkmenistan is a determinant for the fact that the Iranian line - this is the only possibility to export gas without the use of Russian pipelines. 

3.2 External Actors
3.2.1 United States, New Player of the “Great Game”
The oil factor has traditionally holds one of the priorities in the foreign policy of the United States. The importance of oil in the policy of “superpower” is the importance of this factor in the whole world politics. Providing free access to energy is one of the primary issues of U.S. national security. Only in the last 10 years, oil consumption in the U.S. increased by 14% while increasing domestic production by 2%. It follows that the demand for raw materials offset by the increase in imports. Over the same period imports of hydrocarbons has increased by 30%.
 These data clearly demonstrate the growing dependence and vulnerability of the U.S. from foreign oil supplies. To alleviate this dependency, the U.S. interest in the diversification of external sources of oil and ensuring a reliable supply. Find a variety of sources of imported energy resources and control over them is a major challenge in ensuring energy and overall U.S. national security. 
Therefore, the world’s oil regions and transportation routes of oil and oil products are a zone of vital interests of the U.S.. In this regard, the Caspian region a zone with its abundant energy resources to the United States has strategic importance as well as control over the region allows to realize the policy of Washington to diversify sources of imported energy and ensuring a reliable supply. Under global energy strategy for the U.S. of the Caspian region is one of the three priority areas, along with the American continent and the Middle East.

Last years, the real threat to American national security, Islamist terrorism and the supply of energy, hangs over American policy in Caspian basin. The energy potential of the region and has great strategic importance, but it is landlocked, which makes the United States access to and actively participate in regional affairs. 

United States use different methods in order to defend its interests in Caspian basin. The region, which includes the three post-Soviet states - Kazakhstan, Turkmenistan and Azerbaijan are playing an important role in the U.S. global strategy because of its proximity to Russia, China, India, Pakistan, Iran and other key regional players. Of particular importance is the ethnic composition of the region and rich reserves of oil, gas, coal and uranium. 
According to David L. Goldwyn the economy - energy, political and security - military interests of the U.S. below:  “The U.S. is the world’s largest energy consumer in the world with increasing tendency. Even this fact, the Caspian region for the United States geopolitically very important. The U.S. try their dependence on the Persian Gulf to diminish, by adding new sources. But this goes against all economic and political security reason. For the U.S. it would be a lot cheaper, the transport of oil from the Persian Gulf or from West Africa to secure militarily, because they have direct access to the open sea, and the export costs are lower”.

Geopolitical concerns in the development of Caspian oil projects at this stage for the U.S. are more significant than economic. The United States does not want just the oil from the Caspian region to control, but also the influence of Russia, China and Iran in this region stem. Control over the region will allow the U.S. to achieve global dominance on the continent.
 

It is assumed to control the hydrocarbon reserves of the region and prevent the resources of the Caspian Sea fell to the countries which the U.S. believes its strategic opponents and competitors. To solve this problem in Washington seems to have considered it necessary to create a zone in the region dependent on the U.S. and its strategic ally of Turkey, which will pass through territory west transportation corridor. A good example is the BTC pipeline, which is 1760 km with the longest pipeline in the world. Economically, it would be useful to redirect through Russia so that the Azerbaijani oil Novorossiysk could reach, but the Americans were determined to just Russia and Iran to deal with and have some pressure in the construction of the pipeline exercised. 

The Caspian region appears for the United States because of geographic proximity to Europe, the Middle East and Asia interesting. The United States are persistent struggle to protect the West in general and America in particular, not only from terrorist threats emanating from Afghanistan, but also because of uncertainty about the stability of sources of hydrocarbons in the Middle East. Should be separately noted that American foreign policy gives priority to one of the areas at the expense of another. Besides the military presence, the Americans have taken further initiatives to build closer cooperation. In 1994, the North Atlantic Treaty Organisation (NATO) Partnership for Peace was founded to promote cooperation between NATO and those of the Organisation for Security and Co-operation and Development (OSCE) member countries that NATO would expand. But these encounters power projection in part on opposition from the Shanghai Cooperation Organization (SCO), whose members are Russia and China. 

The key to American national security, disturbing, is the diversification of energy sources, as well as the Caspian region - an important alternative source of hydrocarbon resources. However, to better present the situation to say the amount of production in the Caspian Sea, which is comparable to the total production of Iraq and Kuwait, but much less production of the Petroleum Exporting Countries (OPEC).

Volume production is expected in 2015 will reach 4 million barrels a day. For comparison: OPEC now doubted to 45 million barrels. Caspian region is not the world's largest source of oil and gas, in addition to harvesting more difficult. Accesses to markets hinder the political and geographical conditions, including continued Russian influence, limited access to waterways, with the exception of the Caspian Sea, and the poor development of export infrastructure.
 

However, this region is very important to the geopolitical and geo-economic point of view.
 To achieve these objectives, the U.S. should:  “To support projects to increase the number of non-Russian energy transit routes of oil and gas in Caspian basin; Continue to develop links with the U.S. Caucasus and Caspian region states for trade and security; To continue the promotion of good governance, modern institutions and legal reforms in the region;
 Apply the precautionary approach to regimes with which the U.S. is currently not in very good relations, given the obligation addressed by the main national priorities such as energy security and global war on terrorism”.
 

The attention paid by the government to energy projects in the Caspian Sea region is particularly under the Clinton Administration, the official support different routes of oil and gas pipelines serving the strategic objectives of the United States. The choice of transit and receiving countries, in fact, define areas of influence and the areas of regional and international cooperation. It is in this perspective that the U.S. government officially declared support the development of a transport corridor East-West, whose aim is to deliver the energy resources of the region to Turkey, to bypass Iran and prevent Russia exercises a monopoly on export routes for gas and oil. 

In March 27, 1997, Clinton administration National Security Advisor Samuel Richard Berger has declared the Caspian region a zone of U.S. interests and made a number of broad objectives associated with it: 

“To ensure the reliability of global energy supplies in a manner that fully meets the strategic and economic interests of the United States, as well as the interests of their regional partners; 

To promote economic development, strengthen the political independence and enhance the democratization of the region; 

To support American companies in their efforts to accelerate the development of energy resources the region; 
Develop a reliable and viable alternative to the export of energy resources produced in the region, which includes, construction of transit pipelines bypassing Iran” .

In April 2000, President Clinton called U.S. companies to work with Azerbaijan, Georgia, Kazakhstan and Turkey to transform the legal frameworks in reality. However, most American companies largely based in the region, considering the projects oriented Turkey commercially uncompetitive, are reluctant to do so.

While putting into perspective the importance of the energy resources of the Caspian Sea region, the Bush administration underlines - as the Clinton Administration - its value in relation to the strategic interests of the United States and the stabilization of the area. The exploitation of gas and oil from the region is regarded as a means of promoting internal development and independence of States and regional cooperation. 

After the events of September 11, leading to the consolidation of the U.S. in Afghanistan, the occupation of Iraq, the intensification of Washington in Central Asia and Trans-Caucasians, is clearly visible goal of Bush Administration - the establishment controlled by the “energy arc” on the vast Eurasian region: Central Asia, Caucasus and the Middle East. In fact, Washington has begun to create a new geopolitical strategy of democratization and modernization of the giant region where the energy resources of Caspian Sea is one of the tools the “Great Game” in the post-Soviet Eurasia. 

Among the problems that the U.S. must take into account when implementing its strategy in the Caspian Sea are the following: “Failure to question the status of the Caspian Sea; Multinational corporations (mainly BP-Amoco) are not always ready to follow in line with the political interests of Washington and such corporations as Chevron and Mobil, are active participants in joint venture with Kazakhstan and Russia, the Caspian oil project and is interested in cooperation with them; Number of U.S. oil corporations openly expressing their dissatisfaction with the sanctions against Iran, and insisted on their removal. Issues related to Iran, is one of the weaknesses of U.S. strategy; Does not wish to be reckless in keeping the political plans of the U.S. working in Azerbaijan, the international consortium Azerbaijan International Operation Company (AIOC), which would be autonomous export route through the Baku-Supsa and further branches in Ukraine, Bulgaria, Romania, etc.; High integration value, dampening U.S. regional plans, of course, is the Eurasian Economic Community, represented by Russia, Belarus, Kazakhstan, Kyrgyzstan and Tajikistan; Strengthening of U.S. opposition to certain positions in the region could be increasing the role of the SCO; Remain unresolved threats to American plans for all the regional conflicts, despite the best efforts of Washington”.

3.2.2 European Union Policy in the Caspian Region: Economic Reforms
Various sources of energy and transportation routes are directly related to the geo-economic and geopolitical interests and foreign policy spheres of influence in Europe. The EU is the largest consumer of hydrocarbons. In 2000, the EU consumption of oil amounted to 14.4 million barrels per day. 60% of the oil imported from abroad, of whom 29% are imported from the post-Soviet states, mainly Russia, Kazakhstan and Azerbaijan.
 The prospects for a significant increase in oil production in the Caspian Sea basin, increasing its emerging role in world energy supply predetermine a particular interest in Europe to this region. 

European Union geo-economic interests in the Caspian region are represented as follows: Economic reforms, emphasizing the importance of the EU as a neutral donor and as an investment - and that is trading; Tied the Caucasus and the Caspian region to Europe as a more attractive alternative than OPEC; Active support of the transport infrastructure of the East-West and particularly the gas network to link resources in the region, including Iran, via Turkey to the European market; Active involvement of its own economy at the investment decisions in the areas of energy and mining as well as in the question of the future transfer pipelines; Supporting the economic transformation taking into account the principles of sustainability and environmental impact.

For the realization of their interests the EU has taken several steps. In 1991, the EU has initiated a program to assist the countries of the Caucasus and Central Asia in the reconstruction of transport routes and building new transport infrastructure nodes. Technical Aid to the Commonwealth of Independent States Programme (TACIS) provides grant-financed technical assistance to 12 countries of Eastern Europe and Central Asia.
 As part of this program in 1993 was the establishment of TRACECA program.
 The project involves the integration of transport systems, communication networks, infrastructure and logistics of a number of former republics of the Soviet Union with similar international systems.
 

In 1995 the EU launched a program INOGATE.
 The objectives of the project - technical assistance in the maintenance of oil and gas pipelines and the management of the CIS countries, as well as the development of new ways of transporting Caspian oil to Europe.

As geopolitical manner EU ideas mainly in the following points: “Indeed the European branch of American interests and develop their own European strategy; Supporting the independence and territorial integrity of the newly formed states in the region; Consolidation of democratic institutions and human rights as a basis for security and peace; Raise the profile of the EU throughout the region by intensifying the political dialogue; The involvement of Europe in solving the conflicts in the Caucasus, to the extent possible with the participation of Russia in order to create this opportunity and equal competitive conditions for cooperation; Combining the national interests of various EU countries in the region under a single European foreign policy and security policy”.
 
Regarding the presence of Europe on the Caspian Sea, the inclusion of the EU in the geopolitical processes in the Caspian region in comparison with other world players are much less active. A major limiting factor for Europe is not yet completed the allocation of spheres of influence between Russia and the US. It should be noted that, despite the alliance with the U.S., aims and objectives of the EU in the Caspian Sea does not necessarily agree with the U.S. So Europe has avoided the support of the policy of squeezing Russia out of the region, followed by Washington until recently. European states are to a large dependence on Russian gas and oil. On the question of oil transportation routes of the EU has never insisted on the mandatory construction of pipelines bypassing Russian territory. European countries welcomed the construction of the main export pipeline BTC pipeline only as an opportunity to unload Bosporus and Dardanelles straits and the additional support of the Turkish economy. In this respect, the position of Russia and the United States in the energy sector in the interests of the EU and gives it new opportunities in the Caspian region. 

Another factor explaining the modest presence of Europe on the Caspian may be disappointing results of the European policy towards the CIS and Central Asia. As a consequence, the EU has lagged behind other world powers in the approval of its political and economic interests in the region. 

Its vulnerability to the energy plan should encourage Europe to take advantage of the bonanza that was the opening of the republics of the former Soviet Union to lead a more active policy of diversification of energy supply, enabling it to reduce weight Middle East and to release all of its strategic dependence towards the United States. Brussels seems to have for the time being, opted for a cautious policy of rapprochement with Russia through a policy of economic cooperation, rather than political agreements with partners of lesser importance, as did Washington. Europe is also working to further the establishment of regional cooperation between Central Asian states and create the conditions for European investments in the area. However, European companies involved in the competition under way around the Caspian Sea are still very few. Only United Kingdom (UK) companies have so far managed to draw them well, which helps to strengthen a little more the lone producer of European importance. 

3.2.3 Turkey’s Role: “State Bridge” between East and West
After the collapse of the USSR one of the key players who has competed for influence and promotion of its interests in Central Asia and Caspian Basin, Turkey has become. Turkey found an opportunity to resuscitate its old historical, ethnic, religious, cultural and linguistic ties with all the region countries. Ankara saw its role as a “State bridge” between East and West, as the representative of its Western partners in Central Asia.
 Turkey acted carefully and cautiously because of the interest in maintaining good relations with Russia, economic cooperation which is developing rapidly. 
The main interests of Turkey in the Caspian region are as follows: Strengthening of foreign policy positions at the expense of the Caspian; Strengthening the West's dependence on policy in the region of Ankara. The long term goal in this plan is to achieve full membership in the EU, which for various reasons at this stage seems unlikely. Big oil is able to give Turkey more influence in the European community and to promote greater economic and consequently, the political integration of the countries in the structure of the EU; The provision of energy supplies to the domestic market. Turkey is a country-importer of energy resources. Ankara alliance with Washington, in a sharp cooling of relations with the Arab world last, may have a negative impact on Turkey's cooperation with the oil-producing States of the Middle East;
 Control of export flows of Caspian hydrocarbons to world markets, and as a consequence, the first defines the problem. Ankara is the main driving force behind the project the main export pipeline BTC. To enhance the attractiveness of the project Ankara has undertaken a number of stringent measures that restrict the passage of oil tankers through the straits. Justifying their actions of ecological value Straits, Ankara thus, apparently, trying to diminish the role of pipelines, targeted to the Russian port of Novorossiysk;
 Turkey intends to use the first oil from Central Asia and Caucasus to break its dependence on the Middle East.

Among the littoral states most Turkey maintains close relations with Azerbaijan. This is due to historical, cultural and ethnic communities, similarity of foreign policy priorities, a common interest in the Baku - Tbilisi - Ceyhan pipeline. Cooperation between two countries extends to virtually all spheres of interaction - from the military and economic and political. However, the position of Ankara in Central Asia, especially in Kazakhstan, is not as strong as in Azerbaijan. This may be due to the fact that Central Asian states did not initially take pan-Turkism for Turkey in the early years of independence, fearing continued active Turkish ambitions in the region, including in the Caspian. Central Asian states prefer to establish relations with the West directly. 

Russia feels threatened by the pan-Turkism promoted by Turkey in the region of the Caucasus and Central Asia, despite the formers close historical, political and economic relations with Central Asian and Caucasian states. Presently, conflicting national interests keeps Russia and Turkey on opposite sides.
 In the Nagorno-Karabakh dispute between Armenian and Azerbaijan, Russia supports Armenia, while Turkey supports Azerbaijan. Turkey’s promise to send in its troops to help the Azeri armed forces in the wake of any Armenian attack on the Azerbaijan’s enclave of Nakhichevan.

Another point of major differences between Russia and Turkey is over the proposed pipelines for carrying Caspian Basin oil and gas to the outside world. While Russia prefers the Novorossiysk route, Turkey favours Baku-Ceyhan pipeline route.
 

However, since Turkey is not geographically contiguous to the Caspian Sea region, and its pan-Turkism has not evoked much enthusiasm in the Turkish-speaking Central Asian countries and Azerbaijan, its role is limited as compared to that of Russia.

Turkey, located at the crossroads of Europe and Asia, is a key country in the region. Not only is it the only land link to the Caspian Sea to Europe that does not cross Russian territory, but it is a candidate for accession to the EU, NATO member and close ally of U.S..

The Turkish Republic welcomed the formation of the Turkic states. The rich hydrocarbon resources of the Caspian's independent Turkic states further increased their significance in the eyes of Turkey. Having become NATO’s regional coordinator, Turkey is now trying to make the best of its role as the Alliance’s representative in the Caspian region. Political, economic and strategic interests, as well as Turkey's geographical factors, predisposed the country to joining the struggle for Caspian mineral resources.

With the signing of the ‘Contract of the Century’ and the establishment of the international consortium to tap Azerbaijan's hydrocarbon resources, Turkey has been eager to obtain a place among its participants. Owing to a shortage of financial and technological opportunities, Turkey has been mainly attending to the problem of Caspian oil transportation to foreign markets. Despite all the efforts of some close partners in the Baku-Ceyhan oil pipeline issue, decision-making on the main export pipeline has encountered serious obstacles.
 The main card that Turkey has been using to counteract all the alternatives to the Baku-Ceyhan line is that the Bosporus might become overloaded with shipping. The Ankara Declaration (1998) announced that the Bosporus has dangerous ways and stressed the impossibility of further overloading the Strait .
 
The Turkish government has forwarded a number of proposals to ensure the safety of the Baku-Ceyhan oil pipeline and is continuing work in this direction. In addition to the expansion of military cooperation with Azerbaijan, the Turkish government is establishing military contacts with other regional states. Turkey has had major success in restoring its historical role in the Caspian region and making other states reckon with its political, economic and strategic richness. Turkey's geographical, ethnic and cultural proximity to the region lays the groundwork for further expansion of Turkey's local successes. Turkey has also succeeded as a representative of the West and conductor of Western values. The BTC oil pipeline can serve as a good foundation for the expansion of Turkey’s bilateral relations with regional states, especially with Azerbaijan.

Turkey’s interests are to establish strong political and economic ties with the Caucasus and Central Asian states, as well as secure transit revenues and access to oil and gas fields. Turkey aims at developing the Caspian and Central Asian markets for her goods, and in the long run to become a major investor in the region. 
3.2.4 China's Caspian Sea Policy: Security and Economy
No less important role in the regional distribution of powers, China is playing. In the geopolitical and geo-strategic terms of its difference from other countries, trying to play the regional card is that it directly borders with Kyrgyzstan, Kazakhstan and Tajikistan, and the history of the multiple relationships with the peoples of Central Asia has a few millennia. Beijing’s interest in the region has increased significantly since the collapse of the Soviet Union and was due to several reasons, among which in the first place should be called as its resources and geo-strategic position. China’s strategic interests in the Central - Asian region are very clear and transparent: ensuring a level of security, the development of multifaceted economic relations, turn the region into an object of cooperation in the field of foreign trade and a source of energy imports.
 
China is the world’s second largest energy consumer. Its oil imports have risen slowly over time, now averaging around 1.5-1.7 million barrels per day, and are expected to grow to between 2 and 4 million b/d in the 2010. In the face of declining energy deposits, deteriorating production and increasing domestic consumption, Beijing has to find some alternative energy resources if it is to maintain the momentum of its economic development.

In the Chinese oil companies, there is a territorial division of interests. China Oil and Gas Corporation operate in three main strategic areas: North Africa based on the Sudan, Central Asia and Russia, based on Kazakhstan and South America, based in Venezuela. 
Among all the littoral states, Beijing has given priority to Kazakhstan as the richest in the commodity of the State region. In 1997, China began to participate in the development of oil in the Caspian Sea basin.
 In 1998, Kazakhstan and China signed a contract for the development of China National Petroleum Company (CNPC) deposits in western Kazakhstan. In May 2004 the two nations signed a joint declaration of what was termed the “second section” of an oil pipeline project.
 This project is the largest investment project with the participation of Chinese companies abroad. Currently, oil from Kazakhstan to China is delivered mainly by rail. In the future, China is interested in building an oil pipeline from Kazakhstan. This idea has not yet been implemented, although it was stipulated in the signed agreement with CNPC. The willingness of China to build the pipeline will depend on the political need to diversify the sources of hydrocarbon raw materials, world oil prices and growth in domestic demand for oil in the country.
According to Hasene Karasac, China's approaches in this region can be summarized as follows: 

“The legal status of the Caspian Sea remains an unresolved issue. Between the riparian countries, there is a dispute, it is understandable, but it should not become an obstacle for the development of wealth in the sea. According to Chinese experts, should not rely on the differences, you need to learn together the wealth of the Caspian Sea. 

To achieve the best results in the development of the basin may be the case when all the countries of the region will actively participate in development. Through regional cooperation, each country will realize their interests - is an effective way, a proven global experience. If countries in the Caspian Sea basin to create a regional organization and pave the pipeline around the Caspian Sea, they could develop their oil production, and to choose the best route for its removal. Caspian Sea Oil will go to the world market - in a way, it is not difficult to achieve huge economic benefits.

China has a limited part in the development of oil and gas reserves in the Caspian Sea basin, it does not threaten any country with energy sources in the region. China, like other countries, adopt a policy of inter-state energy organizations and is the course for the import of energy in different ways. This is consistent with the needs and safety of China's energy and in the interests of exporting countries. For exporting countries to China - it is a huge market. 

All countries in the Caspian Sea basin - the friendly China starts to implement a strategy for the development of the western part. To expand and strengthen cooperation with Central Asian countries - meant to promote the development of western China. To implement the open door policy - it will be useful not only western, but also throughout China”.
 

 “West to East gas pipeline” - this is an important object for the strategic development of the western part. If China and Kazakhstan will be able to accelerate the pace and carry out cooperation on the construction of Sino-Kazakh border oil pipeline from the Caspian Sea and to connect this pipeline with the object “West to East gas pipeline”, then oil and gas from the Caspian Sea will fall directly on the vast Chinese market east.
 If the project pipeline around the Caspian Sea, the oil and gas from Iran, Turkmenistan, Azerbaijan, Russia, Uzbekistan, and even be able to get to South Korea and Japan. The economic centre of Kazakhstan is located in the east, and the oil fields in the west. Between China and Central Asian countries there is a traditional friendship. The ancient Silk Road linked the country together. The second great Eurasian bridge now passes on the Silk Road and acquires a new meaning. China would like to make a third pipeline “silk by”.

3.2.5 Energy Corporations in the Caspian Sea

The main Production Sharing Agreement around the Caspian Sea Basin signed in September 20, 1994 between AIOC and Republic of Azerbaijan, is developing the Azeri, Chirag and deep-water portion of Gunashli fields in the Azerbaijan sector of the Caspian Sea. AIOC comprised some major oil companies - BP, Unocal, Statoil, ExxonMobil, Pennzoil, ITOCHU, TPAO, Delta Hess and SOCAR. BP is the main part of this agreement about 34 per cent stake.

BP also participates in the BTC Company and Shah Deniz gas pipeline. BP is the operator of BTC and its part in this company 30.1%
. Other consortium members include Azerbaijan's state oil company SOCAR (25%), Amerada Hess (2.36%), ConocoPhillips (2.5%), Eni (5%), Inpex (2.5%), Itochu (3.4%), Statoil (8.71%), Total-FINA-ELF (5%), TPAO (6.53%) and Unocal (8.9%).

Many U.S. oil companies are located in the coastal states of the Caspian Sea. 
Among them, ChevronTexaco and ExxonMobil have a major position alongside Unocal, Conoco Phillips, Devon Energy, Amerada Hess, Arco, and Moncrief. Seeking to deliver low cost production of large quantities of oil and gas to consumer markets, most companies in the region promote export alternatives other than those leading to Turkey. 

The U.S. Company with the most extensive presence in the Caspian Sea is Exxon Mobile. This company farmed into the Kazakh government’s share of Tengiz in 1996, taking 25 per cent. In addition, Exxon Mobile has an exploration area near Tengiz, Tulpar Munai, where it has brought in Shell and a number of Japanese companies as partners. Chevron is the only U.S. Company in the offshore consortium in the Northern Caspian/Kazakhstan signed a PSA in November 1997 during Kazakh president Nazarbayev’s U.S. visit. In August 1997 Exxon Mobil took its first offshore position in Azerbaijan. In Turkmenistan, Exxon Mobile is partner with the UK’s Lasmo in two PSA, which cover most of the western oil-prone area of the country. Mobil remains the only foreign company with upstream interest in all three countries – Azerbaijan, Kazakhstan and Turkmenistan.

Among U.S. companies Chevron with Kazakhstan established TengizChevroil joint venture for the production oil and gas. Reserves in the Tengiz field are estimated at between 6 and 9 billion barrels of oil and over 10 trillion cubic feet of gas. ChevronTexaco, measuring the influence of Russia in the Caspian Sea region, urged the construction of a pipeline linking Kazakhstan from the Tenguiz deposit to the Russian port of Novorossiysk. Chevron took its second regional position in August 1997 in Azerbaijan. 

In 1991, TPAO began production in the Caspian Sea. TPAO has become a shareholder in six capacious projects in Azerbaijan. These are Azeri-Chirag-Guneshli Project (6.75%), BTC (6.53%), Shah Deniz Project (9%), South Caspian Pipeline (9%), Kur Dashi Project (5%) and Alov Project (10%).

If companies stay the course and maintain their commitments in Azerbaijan, Kazakhstan and Turkmenistan this is a region that definitely has the potential to be the next North Sea, absorbing the capital of independents, majors and national oil companies and forming an important new axis in world wide energy supply.

Among littoral states Azerbaijan provides the best showcase, with 14 countries and 28 companies. Between these companies and Azerbaijan signed 16 PSAs. 

3.3 Oil and Gas Routes from Caspian Basin
3.3.1 Main Challenges for Transportation Oil and Gas
The promotion of Caspian Sea basin oil and gas and their subsequent export into the global market is a key aspect of its impact on the ultimate political and economic destiny of the interested countries will have. The three new Caspian coastal states have the following internal and external problems:  Internal structural socio-economic problems, Ethnic and religious conflicts, economic, ecological crisis and a weak political stability; the strategic competition among the regional, western and trans-national forces; dissidents among the Caspian littoral states over Caspian Sea legal status issue; a weak technology and infrastructure. These complex problems could be an obstacle to a comprehensive promotion of its oil and gas resources. But the prospects for power and profit draw a wide spectrum of investors, multinational corporations and political players. 

International capital will not be forthcoming without a legal regime strong enough to withstand potential domestic political opposition to foreign participation in, and ownership of, mineral resources. The legal status of the landlocked sea is not just an academic or juridical problem. It has become a major business problem for the some oil companies such as BP, Amoco, Chevron, Exxon Mobile, Lukoil and others involved in the region.

The major obstacle to the development and export of Caspian oil is the lack of transportation infrastructure available to link future oil production from the region to its future markets. The Caspian basin is landlocked, and the pipeline system left behind by the Soviet Union is capable of exporting only limited volumes of oil from the region – and that through Russia, which has proven to be highly problematic as a transit country. Therefore development of new export routes has been a top priority for companies and their host governments alike.
 

Development of the oil and gas resources and export routes has been slowed by regional conflict, political instability, and lack of regional cooperation. Many of the proposed export routes pass through areas where conflicts remain unresolved. Most of these are in the Trans-Caucasus part of the Caspian region, where conflicts in Georgia, the Chechnya portion of Russia, and between Armenia and Azerbaijan, hinder the development of export routes westward from the Caspian. In addition, a war outside the Caspian region in Afghanistan has hindered exports eastward.

Nagorno-Karabakh Conflict: The western route for early oil from Azerbaijan passes just north of the breakaway Azeri region of Nagorno-Karabakh. Populated by ethnic Armenians, Nagorno-Karabakh had been an autonomous region under Soviet rule. Soon after Azerbaijan's independence in 1991, Armenian separatists declared control of an area equal to about 20 percent of Azerbaijan's territory. A Russian-mediated ceasefire has been in place since May 1994, and Russia, the United States, and France have tried to bring the sides closer together. Azeri President Aliyev has offered to route an oil pipeline through Armenia en route to Turkey, which would give Armenia transit revenues from the pipeline, in exchange for Armenian withdrawal from the occupied territories. Armenia has refused, and serious consideration of pipelines running from Azerbaijan through Armenia to the west remains unlikely as long as the conflict remains unresolved; skirmishes still flare along the Armenian border with Azerbaijan.
Georgia: The western route for early oil from Azerbaijan goes to the Georgian port of Supsa on the Black Sea, and other proposed pipeline routes also pass through Georgia. The existing pipeline routes pass near several regions of Georgia that had been the site of separatist struggles in Abkhazia (northwest Georgia) and Ossetia (North central Georgia).
Afghanistan: A memorandum of understanding has been signed to build a 900-mile natural gas pipeline stretching from Turkmenistan to Pakistan via Afghanistan. This eastward route, along with one to China, is one of the few alternatives to exporting Turkmen gas through Iran. However, war-torn Afghanistan continues to experience new upheavals, and in the absence of a stable government in Afghanistan, it may be years before the project is feasible.
Chechnya Conflict: The northern route for early oil from Azerbaijan passes for 80 miles through the breakaway Russian republic of Chechnya en route to the Black Sea port of Novorossiysk. Russian troops entered Chechnya in December 1994, and after almost 2 years of fighting, a peace agreement was reached. The peace agreement cleared the way for the July 1997 tripartite agreement between Azerbaijan, Chechnya, and Russia on early oil exports from Azerbaijan. While the deal allowed necessary repairs to begin on the existing oil pipeline, it did not settle the issues of regional security and pipeline tariffs. Chechnya and Russian transport company, Transneft, have been deadlocked over the issue of tariffs. Chechen officials have also demanded war reparations from Russia. Deadlocks over negotiations have prompted Russia to announce that it will simultaneously build another pipeline from Azerbaijan to Novorossiysk that will bypass Chechnya. The proposed alternative pipeline would pass along the Chechen border in the southern Russian republic of Dagestan, and then go on towards the Stavropol region, ending at Terskoye in North Ossetia.
 

General Geopolitical Rivalry: The lines of engagement in the geopolitical struggle for influence in the Caspian region have tended to foster formation of two opposing blocs, with Turkey, Azerbaijan, Georgia and the United States on one side; and Russia, Iran and Armenia on the other. The hardening of these countries into two clear blocs is still some distance away, and there are many political and economic forces working to prevent it.
 

3.3.2 Existing and Potential Pipeline Routes
There are various options for transport by pipeline from production of oil and gas from the Caspian Sea region to European and Asian markets. Among these pathways, those most commonly considered are the “northern route”, the “road Mediterranean” and “southern route” (see map 3). The “northern route” through existing pipeline through Russia, which crosses Chechnya leading to the Black Sea port Novorossiysk. From there, oil can be transported by tankers through the Bosporus to the Mediterranean. The “road Mediterranean” is an interesting alternative as it avoids the passage through the Russian territory, but it also presents some drawbacks. Either it must pass through Georgia and largely under Russian tutelage, or by Armenian territory, which is not suitable to Turkey or Azerbaijan, or Iran, which Americans do not want.

“Northern Routes” link with Novorossiysk terminal of Russia in Black Sea and Baltic Sea pipeline which Russia at the moment transports its oil to North European countries through this pipeline. It is no good talking about the first variant because this route is too expensive and is used for transportation of oil by Russia itself. The second seems possible but there are a lot of problems for these routes – the straits of Turkey, conflicts in Chechnya and Dagestan. Actually the routes from Baku to Novorossiysk and from Tengiz oil field in western Kazakhstan to Novorossiysk are still in use. Azerbaijan has used Novorossiysk pipeline since 1995.
 Last year because of Russia’s effort to increase gas prices for Azerbaijan, Azerbaijan stopped the flow of Azeri oil through Baku-Novorossiysk pipeline and rejected Russia’s gas. Russia’s position has been weakened due to the political instability in North Caucasus, especially Chechnya and to lesser extent Dagestan which have threatened the security of the Baku-Dagestan-Chechnya – Novorossiysk pipeline routes. Nearly 150 km of the pipeline runs through this unstable region of Dagestan and Chechnya.
 Besides, both Azerbaijan and Kazakhstan remain concerned about Russia’s political dominance over them. Obviously, Russia is seeking to retain its pre-eminent position in the region through passing oil and gas pipelines mainly, not exclusively, through its territory while Caspian States seeking to change this situation and their excessive dependence on Russia, because it would allow Russia to unilaterally increase transit fees and constrain exports or threaten these actions to gain economic or political concessions from them.
  

Therefore, the oil and gas rich countries of the region, Kazakhstan, Azerbaijan and Turkmenistan prefer to transport their oil and gas resources via Azerbaijan which would connect the Central Asia with Europe by means of the Trans-Caspian pipelines. However, the unresolved status of the Caspian Sea delays this project and northern route has become the only option the Central Asian states.
 

‘Western Routes” at the moment consists of Baku-Supsa, BTC oil pipelines and Baku-Tbilisi-Erzurum (BTE) gas pipeline. The western routes for transporting oil and gas from the region are primarily supported by the U.S. in order to contain the Russian influence and dominance in the region. The western routes are preferred by the U.S., Azerbaijan, Georgia, and Turkey, and are intended to bypass Iran and Russia. Initially, the western routes originate from Baku; terminate at the Georgia port of Supsa on the Black Sea, from where the oil is taken by tankers through the Bosporus to Europe.
 The 920 km Baku-Supsa pipeline passing near the Armenian populated Azerbaijan’s unstable and volatile Nagorno-Karabakh region is a source of security concern. The same route passes via Georgia and terminates hardly 20 km away from Abkhazia. The political instability in Georgia-Abkhazia and South Ossetia has become a source of concern for the safe flow of energy via Georgian regions. The other problem is environmental issue. There is Turkey’s incessant protest that the Bosporus is too congested and further increase in tanker traffic will endanger Istanbul’s safety. Despite these problems, this route was a politically acceptable alternative in bypassing both Russia and Iran. Both these problems and the small capacity of pipeline set alternative thinking about other western route which was BTC. 

BTC pipeline was also backed by the United States in the beginning of 1990s, but the internal instability of Azerbaijan and Georgia postponed this plan for a while. Only after the reforms conducted in Azerbaijan the project became reality on December of 1999 in the OSCE Summit in Istanbul final agreement was signed among Azerbaijan, Georgia, Turkey, the U.S. and Kazakhstan.
  The participation of Kazakhstan in this agreement was not fortuitous because in the U.S. plans the combination of Kazakh oil to BTC was foreseen. However, this project has not been realized because of the opposition of Russia and Iran.
 

BTC has been late as predicted before because of the instability of Georgia, lack of reliance on the Georgian government and of course long-standing opposition of Russia. After the “velvety revolution” in Georgia when Americans backed Michael Saakashvili’s came to power, the construction of BTC was accelerated and against the supposition of many people came to reality on May 2006.
 

This pipeline is not only economically beneficial, but also strategically vital both for Azerbaijan, Georgia, Turkey and the U.S., because it shadows the other routes that proposed by Russia and Iran. The capacity of this pipeline is measure 50 million ton per year.
 Initially experts predicted that it could be fulfilled with Kazakh oil, however, because of the problems of realization of the Trans-Caspian pipeline Azerbaijan decided to increase the production of oil and fulfil the pipeline with only the oil of Azerbaijan. As this pipeline goes to the Mediterranean port of Turkey it is environmentally effective and it does not pass through Turkish straits.  

Strategically, BTC oil pipeline diminishes the importance of Russian Novorossiysk project and Baltic Sea line. Almost all Kazakh oil and Turkmen gas is carried via the territory of Russia. The plausibility of the construction of trans-Caspian oil and gas pipelines could increase the role of Azerbaijan and decrease the routes of Russia. Azerbaijan could become the amalgamation of multiple pipelines where millions ton oil would flow.

The security of BTC and other pipelines are the deal of the U.S. involvement to this territory. The United States supported Georgian membership to NATO and today the U.S. backed Turkish army to train the military forces of Georgia. The next step could be the deployment of the NATO or the U.S. Army in Georgia. This decisive attempt could increase the rivalry between Russia and the U.S..  Russia still considers the states of the former Soviet Union as its own exclusive sphere of influence. By virtue of its status as a superpower and in the light of its historical role in the area, Moscow perceived itself as the sole guarantor of peace and stability in its so-called “Near Abroad”
. As a strategic land bridge to the Middle East, Russia’s southern flank is viewed as a particularly integral part of the post-Soviet space. The dispute over the status of the Caspian Sea has taken place against this backdrop of a Russia intend on retraining a sphere of influence over its southern regions, as well. 

1997 it was decided that oil pipeline parallel to a natural gas pipeline should be built from Azerbaijan, the Azeri Shahdeniz field to Georgia and not the Mediterranean, but in the Turkish city of Erzurum and from there to the west should lead. Due to the relocation of the parallel lines were significant cost savings, particularly in Azerbaijan and Georgia. The pipeline is 692 km long. The construction costs totalled $ 1 billion and were about 22 thousand people employed. It is claimed that the BTE pipeline per year 16 billion cubic meters of gas will be exported. The Shahdeniz reserves were 460 billion cubic meters estimated. It’s a holder of eight Oil Company’s consortium.
  

In perspective, the connection with the Trans-Caucasus-gas pipeline, as well as supplying Europe through the planned connection with the Nabucco and Turkey-Greece and Greece-Italy pipeline. Through this natural gas pipeline, Georgia is 5 percent per year of gas resources, or the fees of $ 17 million will also Georgia may further 0.5 billion cubic meters of gas per year at a discount price to decline. By the realization of this project Turkey and some other European countries could save from Russian gas.
 

“Southern Route” is intended to pass through Iran to the Persian Gulf. This route is economically and commercially efficient, less vulnerable and it would pass through safety territory with no environmental hazard but politically, it is against the national interests of the United States.
 Southern route does not concur with the interests of Azerbaijan, as well, because wielding main oil transportation routes, Iran could possess strong impact over Azerbaijan. Only Turkmenistan is using this route at the moment. 

“Eastern Route” combines Kazakh oil with China, Pakistan and Japan. China’s growing energy demand has forced it to diversify its energy supply sources. For China, Kazakhstan is an attractive source because of its comparatively easy access. China shares borders with Kazakhstan, Kyrgyzstan and Tajikistan. In order to materialise its energy security, China signed a deal with Kazakhstan in September 1997 to build a 4,000-5,000 km long and extremely expensive pipeline from two fields in Kazakhstan, passing through Xinjiang province in Western China.
 This is said to be the largest project among the planned pipelines. The Tengiz and Aktyabinsk oil fields located in Western Kazakhstan will be the main and potential suppliers to this proposed pipeline. This project will meet not only the growing energy demand of China but that of Japan, South Korea and other countries too through the Chinese harbours located on the China Sea.
  The project is currently on hold because of financial problems and conflict in Afghanistan.

CONCLUSION
Problems of the Caspian Sea littoral states and relationships are discussed for many years, but after the collapse of USSR, attention to these issues has increased. Problems of the Caspian region can be a very long list: the definition of legal status, production and transportation of oil and gas, environment, and rising Caspian Sea bio resources, shipping, transport corridor North-South cooperation, regional security. Disputes of a policy and diplomats are very active in attempts of regulation. With enviable environmental forums are held regularly on the protection of unique natural environment of the Caspian Sea. A growing number of investment projects focused on the extraction of hydrocarbons. Bilateral contacts between the neighbouring territories of the Caspian littoral states are established.

Today, the Caspian Sea - is a major crossroads of international politics. Crossroads, which converge and intertwine, and often face a variety of interests, not only regional but also extra regional. The most important reason for growth in international popularity of the Caspian Sea - the major oil and gas reserves contained in the depths of his bottom. 

Priority in foreign policy efforts of the littoral states was the legal status of the Caspian Sea. Indeed, since the collapse of the Soviet Union's legal status has not been determined. Shifts that have occurred in this area have been minimal and limited to the conclusion of several bilateral agreements or the adoption of what little binding statements only demonstrate the intention of the parties and more, creating the appearance of moving in this delicate matter in the eyes of public opinion. 
From the beginning, discussing the status experienced two diametrically opposite points of view. 

First united Russia and Iran and was to formulate the principles of joint ownership and operation of all the resources of the Caspian Sea and the Caspian states of collective responsibility for the consequences of this exploitation. 
Another point of view, were of the Azerbaijan and holding close to the position of Kazakhstan, who believed that the entire Caspian Sea should be divided into five sectors and make them fully sovereign property of each of the contracting countries. 
Turkmenistan has consistently changed its position, the slope, then to Azerbaijan, then to the Russian-Iranian option, then, inventing own section. But despite their differences is necessary consensus. 

It is needed primarily by the littoral states and peoples in the interests of their political, economic, military-strategic and environmental safety. But the consensus within certain limits, defined level of readiness of the Caspian States to such cooperation, which would allow co-monitor the situation around the Caspian Sea, not restricting the freedom of the hands of the Caspian countries depending upon the acquisition of partners.

The relevance of this issue is heated by the oil boom, inflates the powerful oil companies of countries that do not belong to the Caspian, but take an active interest in Caspian oil resources. That is why it is important recognition of all the Caspian countries, the high level of interdependence in all matters of the sea-usage. Special conditions of the region that do not have a natural communication with other seas and oceans provide a high level of quality of cooperation of Caspian littoral states. This should, at least on the coordinated use of space and resources in the Caspian as the common heritage of all littoral countries. 

All these problems are deeply affected the strategic interests of Russia in the Caspian region, the economic, environmental, geopolitical and military-political aspects of the national security of the Russian state. 

Significant oil and gas, and mineral resources of the Caspian Sea, the opening of these new rich deposits of strategic resources, the development of transcontinental communication routes and increased Western interest in the region is perceived by the newly independent states in the region as a basic safeguard their sovereignty and national security. 

The cooperation of Caspian littoral states in oil and gas to foreign companies under the auspices of the United States and other developed Western countries is fundamentally altered the military-strategic environment. The oil region as a whole went down well in terms of economic, political, and, therefore, and military interests, special interest the West, primarily the United States. This suggests that the military-strategic importance of the Caspian region in the modern world increases dramatically. And the reason for this is that between the centres of geopolitical power is the struggle for control over the southern, relatively inexpensive, routes of transportation of energy resources in Caspian region directly to the Indian Ocean and China. Following the well-known principle: control over the pipe - it is control over the policies of the transit countries can be expected that the main competitor of Russia in the region - the United States will try to win over Russia's current allies in the CIS and the Collective Security Treaty Organisation (CSTO). 

Caspian region, and especially the most oil in his country - Azerbaijan and Kazakhstan, has become objects of special attention if only because they are a very serious competitor to the Persian Gulf and other oil-producing countries, whose foreign policy is determined largely by oil. 

At present the Caspian region has become one of the centres of geopolitical confrontation of interests, but has not yet taken its own niche in the geopolitical system of coordinates tied to oil. The problem of the Caspian Sea has not been resolved, and geopolitical environment is still quite tense, marked by incomplete process of the major power players. There is still a major force in the placement of the Caspian Sea - the U.S., China and the EU - remains valid. There is also the role of Russia. Iran, Azerbaijan and Turkmenistan are often the main targets of the impact of large regional players. Kazakhstan seeks to pursue an independent policy and adhere to the concept of diverse cooperation. 

Caspian Sea at the turn of XX and XXI centuries became one of the centres of the world of geopolitics, in which the intertwined economic, political and strategic interests of different states, trans-national corporations, religious, political and national movements. Here, as in focus, you can see many features of the globalization process, the scientific co-adjusted forecasts and unconfirmed expectations, illusion and reality, facing the economic interests of expediency and the future of the unique natural environment of the Caspian Sea. 
Here, the projections may become a reality only in one case, when there will be worked out and agreed upon a detailed mechanism of interaction between all littoral states.
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APPENDIX

Appendix 1

Soviet-Iran Agreement on Trade and Navigation

25 March 1940 in Tehran
Article 1

1. Commercial vessels under the flag of one Contracting Party in the Caspian Sea will be used in the ports of the other Party at the entrance, while staying in them and when you exit them on grounds equal in all respects with the national courts. 

 2. These vessels will not pay the port fees other than lawfully prescribed for the national courts, under the same conditions and with the same exceptions. 
When charging these fees will not be considered as imported or exported goods: 

a) The baggage of passengers, do not form part of the cargo, under the luggage means, other than small hand-held seats, as all things are carried on the baggage check; 

b) Fuel, food for the crew and passengers of the ship's equipment and supply vessel in the quantity required for the flight because they were not unloaded at the port to leave it; 

c) The goods unloaded in the event of an accident or during other random stops in time, if they could be loaded on ships for their transportation to the port of destination; 

g) Goods transported tonnage vessels with less than three and a half tons; 

d) Goods transhipped to other vessels for further transportation by sea. 

3. Sabotage is retained by the national courts of the Contracting Parties. However agreed that each Contracting Party to the courts, under the flag of another Party the right of sabotage for the carriage of passengers and cargo in the Caspian Sea. 

4. Regardless of previous orders and each Contracting Party reserves its flag vessels fishing in waters surrounding its shores, to the limits of 10 nautical miles, as well as retains the right to use the facilities and advantages with respect to the importation of fish, catch of the crew of vessels under its flag. 

5. In other seas than the Caspian Sea, the vessels flying the flag of one Contracting Party shall enjoy in the territorial waters and ports of another Party in respect of conditions of navigation, including the fees of any kind, the same rights and benefits as are accorded to the courts of most-favored State. 
6. Tugs, having in his tow other vessels from the payment of port collection released.

Article 13

The Contracting Parties shall arrange that, in conformity with the principles proclaimed in the Treaty of 26 February 1921 between the Russian Socialist Federative Soviet Republic, and Persia, across the Caspian Sea can only vessels belonging to the Union of Soviet Socialist Republics and Iran, but equally to citizens and commercial and transportation organizations, one of the Contracting Parties, respectively, navigating under the flag of the Union of Soviet Socialist Republics and Iran. 


Article 14

Measurement certificates issued by the ships in the Caspian Sea, respectively, under the flag of the Union of Soviet Socialist Republics and Iran, the competent authorities of the Contracting Parties, on which each party will inform the other will be mutually recognized at the ports of both Parties. Court, with such measurement certificate will not be subjected to a further inspection at the ports of the other Party. Likewise, located on the Caspian Sea ports of the two Contracting Parties shall mutually recognize the certificates issued by courts of the above-mentioned bodies and relevant to the question of fitness to navigate the vessel and to the definition of the line load, as well as all other technical documents of the ship. 


Article 15

 The Contracting Parties agree that with respect to sanitary measures to be applied to the courts of one of them located in the ports of another Party on the Caspian Sea, will apply the ruling of the International Sanitary Convention, signed in Paris on June 26, 1926, in view of the reservations that were made by each Contracting Party, when signing this Convention.

Appendix 2

Agreement between the Russian Federation and the Republic of Azerbaijan Adjoining sites on the delimitation of the Caspian seabed.

23 September 2002, Moscow, Kremlin

Russian Federation and Azerbaijan Republic, hereafter referred to by the Parties, based on the desire to develop friendly neighbourly relations, taking into account the mutual interest in establishing a legal framework for both sides to develop the mineral resources of the subsoil adjacent plots the Caspian seabed, guided by universally recognized principles and norms international law, the interests of the Parties in the development and use of mineral resources of the subsoil adjacent plots the Caspian seabed, current practice in the Caspian Sea, conscious of their responsibility towards present and future generations for the preservation of the Caspian Sea and the integrity of its unique ecological system, recognizing the importance of compliance with specific environmental requirements when exploration and exploitation of mineral resources of the Caspian Sea, taking into account the bilateral agreement reached on the legal status of the Caspian Sea, have agreed as follows:

Article 1

1. The bottom of the Caspian Sea and its subsoil distinguish between the Parties on the basis of a median line, carried out in view of equidistance points and modified by agreement of the parties, as well as the universally recognized principles of international law and established practice in the Caspian Sea. 

2. This Agreement establishes the geographical coordinates of a certain passage in accordance with paragraph 1 of this article, the line distinguishing adjacent plots the Caspian seabed between the Russian Federation and the Republic of Azerbaijan for the exercise of sovereign rights in respect of mineral resources and other legitimate industrial and economic activities related to the use of mineral resources at the bottom. 

3. The starting point of this boundary line adjacent plots the Caspian seabed between the Russian Federation and the Republic of Azerbaijan is to be situated at the exit of the state border of the Russian Federation and the Republic of Azerbaijan to the Caspian Sea water edge coordinates 41 ° 50 `, 5 north latitude and 48 ° 35` 6 east longitude, which are identified on a topographical map of scale 1:200 000 (sheet K-39-H1H) Publication 1979. 

4. Endpoint boundary line is the point at coordinates 42 ° 33 `, 6 north latitude and 49 ° 53`, 3 east. This point may be taken as a point of junction lines of distinction between the Caspian seabed between the Russian Federation, Azerbaijan and Kazakhstan, which will be recorded in a tripartite agreement between them. 
5. Line of distinction drawn by the Parties on the agreed scheme of distinguishing adjacent plots the Caspian seabed. 

Article 2

1. The Parties shall exercise their sovereign rights in respect of mineral resources and other legitimate industrial and economic activities related to the use of mineral resources at the bottom in the bottom of their sectors / zones to boundary line, as defined in Article 1 of this Agreement. 

2. Mineral resources of structures traversed by the line of distinction will be based on international practice in the development of cross-border deposits by authorized organizations designated by the Governments of the Parties. 

3. Government of the Russian Federation and the Republic of Azerbaijan shape its authorized organizations to the right of mineral resources, structures, cross the line of distinction, as defined in Article 1 of this Agreement, in the bottom of their sectors / areas to the specified boundary line. 

4. Commissioners of the Parties on the basis of internationally accepted practices of the development of cross-border deposits with the consent of the Governments of the Parties will sign relevant agreements on cooperation. 

Article 3

This Agreement shall not affect the rights and obligations of Parties deriving from other international instruments to which they are at the date of signature. 


Article 4

Differences in the interpretation and application of the provisions of this Agreement shall be settled by negotiation or other means chosen by the parties. 


Article 5

This Agreement shall not preclude the achievement of general agreement littoral states on the legal status of the Caspian Sea and is considered by the Parties as part of their common understandings. 

Article 6

The Parties shall facilitate the achievement of general agreement on the delimitation of the Caspian littoral states of Caspian Sea seabed, taking into account the principles of this Agreement. 

Article 7

This Agreement shall be applied from the date of signature and shall enter into force on the date of the last written notification of the Parties to the domestic procedures required for its entry into force. 

Appendix 3

Agreement between the Russian Federation, Azerbaijan Republic and the Republic of Kazakhstan on point joints lines differentiation adjoining sites the Caspian seabed

                                     Alma-Ata, 14 May 2003

Russian Federation, Azerbaijan Republic and the Republic of Kazakhstan, hereinafter referred to as the Parties, Have agreed as follows: 

Article 1

The Parties shall, in accordance with paragraph 5 of Article 1 of Protocol 13 May 2002 to the Agreement between the Russian Federation and Republic of Kazakhstan on delimitation of the seabed north of the  Caspian Sea in order to exercise sovereign rights over  use of mineral resources of 6 July 1998, article 1, paragraph 4 Agreement between the Russian Federation and Azerbaijan Republic on the delimitation of the Caspian seabed adjacent plots Sea on 23 September 2002 and Article 2 of the Protocol of 27 February 2003 to the Agreement between the Republic of Azerbaijan and Republic of Kazakhstan on delimitation of the Caspian seabed between Azerbaijan Republic and the Republic of Kazakhstan dated 29 November 2001, identified the location of the point of junction lines delineation of areas of seabed adjacent to the Caspian Sea geographic coordinates of 42-33', 6 north latitude and 49-53', 3 east longitude. 

Article 2

This Agreement shall be applied from the date of signature and shall enter into force on the date of the last written notification of the Parties to the relevant domestic procedures. 

Done in the Alma-Ata on 14 May 2003, in three copies, in Azeri, Kazakh and Russian languages, all texts being equally authentic. 
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Map 3
Pipeline Routes from the Caspian Basin*
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