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Abstract

The brief war between Georgia and Russia that edugiter the vicious attack by the
Georgian army on Tskhinval, on August 8, 2008, adscally changed the unstable and
unsustainablstatus quan the region. The war and the subsequent redogrof the
independence of Abkhazia and South Ossetia by tissi& Federation (and, later on, by
Nicaragua and Venezuela) helped to resolve “frazanilicts” by eliminating the
possibility of a new armed conflict. The soluti@r the conflicts in Abkhazia and South
Ossetia has encouraged, for different reasons, Wam&urkey and other players in the
region to intensify the search for solving decadielsproblems. The new realities in the
Caucasus, by providing a basic level of stabilitgl gecurity in the region, have opened the
room for bilateral and multilateral cooperatiortta local level. The paper explores the
potential for economic cooperation in the regiod smsuggest specific measures that
could foster bilateral relations between Abkhazid &urkey.
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1. Introduction

The brief war between Georgia and Russia that edupfter the vicious attack by the
Georgian army on Tskhinval, the capital of Soutls€dg, on August 8, 2008, has radically
changed the unstable and unsustainstaliis quan the region. After the collapse of the
Soviet Union, the Caucasus region was plaguednedlonal conflicts that could not be
solved and were kept “frozen” for almost two desaddowever, the war and the
subsequent recognition of the independence of Atiklend South Ossetia by the Russian
Federation (and, later on, by Nicaragua and Verlaxtelped to resolve “frozen

conflicts” by eliminating the possibility of a neavmed conflict. The solution for the
conflicts in Abkhazia and South Ossetia has engmatafor different reasons, Armenia,
Turkey and other players in the region to intentlify search for solving decades-old
problems between Armenia and Turkey, and ArmenibAzerbaijan.

There were two approaches aimed to solve the prabie the Caucasus. The first
approach aims at “solving” the root-causes of gpid with political, and sometimes,
military ways. For example, the Georgian governmmeamd some international
organizations suggested to “solve” the Abkhaziaw@i@an problem within the “territorial
integrity” of Georgia without any due respect fecarity concerns of the Abkhazia people.
However, this approach proved to be counter-pradeicand led to disastrous outcomes
for all peoples in the region.

The second approach aims at first creating theitiond for stability through bilateral and
multilateral cooperation at the local level. Thigpeoach emphasizes the importance of
economic aspects, and attempts to address acutlem®experienced daily by the
ordinary people to promote peace in the region.

The new realities in the Caucasus, by providinggidlevel of stability and security in the
region, have opened the room for pursing the seappdoach. In line with this approach,
the aim of the paper is to explore the potentiakfmnomic cooperation in the region and
to suggest specific measures that could fosteteodhrelations between Abkhazia and
Turkey.

The paper is organized as follows: after this bn&bduction, the second section presents
some data on the patterns of economic growth icdl@tries in (Armenia, Azerbaijan and
Georgia) and around the region (Iran, Russian ¢iderand Turkey). Section 3 is
focused on trade relations between these counfifesnext section explores the
importance of the region as a route for energystrassion. Section 5 proposes a number
of specific actions. Section 6 presents basic figsliof the paper.

2. The context

Before analyzing economic relations in the Caucasadirst need to define the actors.
The actors in the region can be represented byplsiformula: 1 + 2 + 3 + 4. The first
one is Nagorno-Karabakh, a landlocked region inrBaigan. It isde factogoverned by the
Nagorno-Karabakh Republic which is not recognizgdiy state. The next two are
Abkhazia and South Ossetia, two states that hame partially recognized since
September 2008. There are three South Caucastas,stamely Armenia, Azerbaijan and
Georgia. The last category includes the countriesrad the region, Iran, Russian
Federation, Turkey and the West (the EU and the )USKkhough the northern part of the
Caucasus belongs to the Russian Federation nitlisded in the last group because its



main body lies outside the region. Although the &id the USA play and will continue to
play an important role in economic and politicahrges in the region, we will not present
the data on these countries.

The data on country size and population are predentTable 1. The total population of
the regions associated with armed conflicts, Nagittarabakh, Abkhazia and South
Ossetia, is very small (less than half a millicag,well as their total area (only 20,500
square-km). The largest South Caucasian countkyesbaijan (about 9 million people),
and there are about 4.4 and 3.0 million peopladjvh Georgia and Armenia, respectively.
The countries around the region, Iran, Russia am#lely are much larger in terms of both
population and size (area).

The highest income per capita in the region is negkin Russian Federation and Turkey
(about $9,000 at the current exchange rate in 20@0reas Azerbaijan and Iran reach
about half of that level. The poorest countries@eergia (only $2,300) and Armenia
($3,100). There is no reliable statistics on Nagefarabakh, Abkhazia and South

Ossetia. However, the basic data on the numberuwists, external trade and state revenue
suggest that the income per capita in Abkhaziaccbalaround $3,300 in 2007.

The data on remittances sent by workers workirfgri@ign countries back to the

homeland provide information on the role of diaggsoaind external links for economic
development. The share of workers’ remittancesiP@ quite high for all South
Caucasian states: Armenia 9.2%, Georgia 6.8% aedodgan 4.1%. Substantial shares of
workers’ remittances in GDP can be explained byratign experienced by these countries
in the last two decades, and the low level of GDEhese countries. Workers’
remittances/GDP ratio is low for Iran, Russian Fatlen and Turkey.

In order to understand the dynamics of growth &edprospects for the future, we need to
look at the evolution of GDP per capita. Figurerésents the data for all countries for the
period 1990-2007. The data is normalized to thddvaverage such that the values in the
figure are GDP per capital relative to the worl@rage in that year.

All post-Soviet countries, and most significantlye Russian Federation, experienced a
sharp decline in relative GDP per capita in the0k9%or example, GDP per capita in
Russia was about 85% of the world average in 1880it dropped to 26% in 1999. Per
capita income declined in Armenia, Azerbaijan ami@ia during the same period, but
since the starting point was already very low,dbeline does not seem to be so dramatic.
Turkey’s income per capital dropped significantiyl©94 and 2001 as a result of
economic crises it experienced in these years.

Income per capita has recovered in the Russianr&@ole in the 2000s at a rate even
higher than its decline in the 1990s. As a resliét,income per capita in Russian
Federation jumped from its historically low levél26% in 1999 to 110% in 2007, i.e.,
GDP per capita in relative terms increased by rnttwaa 4-fold (in current dollars) in only
eight years. The recovery of the Russia Federa@onpartially be explained by changes in
oil prices. For example, the price of one barratroide Ural-grade oil increased from $10
in 1999 to $56 in 2007 (and $94 in mid-2008jeanwhile, Russia was also able to
increase the volume of its oil exports so that@ienue increased faster than oil prices.

! US Energy Information Administratioimternational Energy AnnudlTable Posted: June 10, 2008).



Increasing oil and natural gas revenues, togetitartive “nationalization” of oil
companies, helped Russia to achieve high growds riatthe 2000s.

Turkey also achieved very high growth rates fras2001 crisis until the world economic
crisis first triggered in the US in 2008. As a liesBDP per capita in Turkey increased
from 55% of the world average in 2001 to 108% i@20The South Caucasian states have
improved their income level gradually since thdye2000s, and Azerbaijan, thanks to
increasing oil and natural gas revenue, had thiegeetormance among the Caucasian
states. Georgia was the worst performer: its incparecapita was the highest among the
South Caucasian states in 1990 (34% of the wokda@e), it declined to 10% in 1994,
remained around the same level until the late 1990 reached only 28% of the world
average in 2007. In other words, Georgia was moadhngg, in relative terms, in 2007 than
it was in 1990. Iran’s performance in raising ttendards of living of its population was
poor. Its relative income per capita remained atmmashanged since 1996.

Population dynamics had a rather different pattgom 1990 to 2007, Turkey, Iran and
Azerbaijan had positive population growth ratesribgithis time period, the population
growth rates in these countries were 32%, 31% &4, 2espectively. However, other
countries lost significant amounts of populatidre tlecline in population was modest in
the Russian Federation (4% from 1990 to 2007)J=drgia and Armenia experienced
enormous losses due to migration. Georgia’s popuatropped from 5.46 million in 1990
to 5.15 million in 1994 and to 4.40 million in 2Q0%&., more than 1 million people (about
20% of total population) left the country in lebam two decades. Armenia also
experig‘:nced a substantial migration, and populatestined by 15% in the same time
period:

The data on income and population indicate that Buissian Federation and Turkey,
among the countries in the region, had achievetd gapid growth in the last decade, and
they reached a sizeable income level in 2007. Aggn and Iran had a mediocre
performance in spite of their oil and natural gasources. Georgia and Armenia were the
worst performers: they failed to improve the staddaf living of their population in the
last two decades, and, consequently, lost subatgatitions of their populations through
migration.

Since the region is plagued with “frozen” confliéds almost two decades, it is necessary
to look at the data on military expenditures beeatgse expenditures could have a
negative impact on economic growth through crowdingpublic and, in many cases,
private investment. Figure 2 presents the datdershare of military expenditures in GDP
for the 1990-2007 period. We use #iareof military expenditures in GDP to compare its
relative costs for the country.

All the countries in the region have spent abodf2of their GDP on military purposes.
Although there are some fluctuations in militarperses, Armenia, Turkey and, to some
extent, the Russian Federation have reduced thie shailitary expenses in GDP in
recent years whereas Azerbaijan and Iran had #iticiy levels without any strong trend.

% There are significant differences in populatiaatistics provided by the World Bank&orld Development
Indicatorsand the National Statistical Service of the Rejoutl Armenia (NSS). According to the NSS,
125,300 people migrated to other countries fronb1i®2007, whereas the number of immigrants wag onl
23,700 (see National Statistical Service of theluRdip of Armenia,Statistical Yearbook of Armenia
selected years).



Georgia is a notable outlier: its military expendeslined slightly from 1996 to 2000 and
remained around 1% until 2003. However, Georgideddao build up a massive military
after Saakashvili became the president of Geongid danuary 2004 following the coup
against Shevardnadze. The share of military exgens8DP increased rapidly, from a
mere 1.1% in 2003 to 9.2% in 2007 by surpassing layge margin the level observed in
all other countries in the region. It is notablattthe share of military expenses in GDP in
Georgia was even higher than the share Israel #p@007 (8.6%Y. Georgia’s massive
military buildup, that was largely destroyed durthg five-day war between Russia and
Georgia in August 2008, is certainly a factor tbatributed to its poor economic
performance.

3. Trade relations in the Caucasus

The most important economic link between the coesin the region is trade relations.
Thus, we will first analyze the extent of foreigade for these countries, and, then, we will
focus our attention on bilateral trade relations.

The data on the value of imports and exports &elacted set of years are presented in
Table 2. Although the value of exports increasguidty for all countries in the region in
the last decade (about 15-20% per year), its ievaill low for all but oil-producing
countries. The share of exports in GDP was onthé@range of 12-15% for Armenia and
Georgia, and around 20-22% in Turkey and Iran. Beeaf the inflated oil and natural
gas export revenue, the share of exports in GDPwuerh higher for the Russian
Federation and Azerbaijan. Azerbaijan had a phenaihemp in export revenue in 2008
but almost half of its exports are accounted bytimational oil companies.

There is a strong correlation between trade dediwit energy-dependence. Oil producing
countries of the region (Azerbaijan, Iran and thus$tan Federation) accumulated huge
trade surpluses whereas others (Armenia, Georgid arkey) had large deficits. Turkey
had the highest trade deficit in 2008 ($70 billiadpwever, Armenia and Georgia had the
worst deficits relative to their GDP (33% in Armarand 45% in Georgia), i.e., they need
substantial amounts of capital inflow to financeithmports.

The composition of imports and exports provide abla information on a country’s level
of development and its mode of articulation with thorld economy. The structure of
imports for Armenia, Azerbaijan, Georgia and thes§tan Federation is quite similar (see
Table 3). Machinery and transport equipment, mastufad goods and food account for a
large part of imports for these countries. Of ceuwsl (mineral fuels) is also an important
import item for Armenia and Georgia. Machinery a@rahsport equipment, manufactured
goods and oil imports have large shares in IrangsBurkey’s imports.

Oil is the single most important product exportgdizerbaijan (97%), Iran (83%) and the
Russian Federation (66%). These countries are lgedependent on oil exports, and their
export revenues are sensitive to changes in warfatioes. Armenia and Georgia have

very low levels of exports that are characterizgdabor and resource-intensive products

% The EU's Independent International Fact-Finding$wia on the Conflict in Georgia mentions that
“Military spending in Georgia under President Sadikéli’s rule increased quickly from below 1 % ob8
to 8 % of GDP, and there were few who did not béeds a message.” (IIFFMCG, 2009: 14-15)



(manufactured goods including non-metallic minenahufactures and iron and steel,
crude materials and beverages and tobacco). Twlexyort structure reflects the fact that
Turkey has a rather diversified industrial struetunanufactured goods, machinery and
transport equipment and other manufactured artadesunt for 75% of Turkey’s exports.

The data on bilateral trade relations between tlumiries in the region reveal that intra-
regional trade is not well-developed in spite abgraphical proximity. Table 4 presents
the data on the share of imports for each countrgxdporters for two broad categories of
products, raw materials (SITC 0, 1, 2, 3, 4 andt@gories) and manufactured products
(SITC 5, 6, 7 and 8 categories). The rows in théetdenote importers, and the columns
exporters. The last column refers to the “ReshefWorld” (all other countries). For
example, the figure in the first row (Azerbaijamddifth column (Russian Federation) of
the table indicates that 6.8% of Azerbaijan’s impare raw materials imports from the
Russian Federation. The figures higher than 5%an¢ed in bold characters.

As shown in the table, the Russian Federation isn@ortant supplier of raw materials,
most importantly oil, in the region. Although thevas a decline in oil and natural gas
imports of Georgia from the Russian Federation0@8due to the 5-day war, it accounted
for 4.8% of all Georgian imports. Azerbaijan hasméhe main energy supplier for
Georgia (9.8% of imports). Turkey and Armenia seere heavily dependent on oil and
natural gas imports from the Russian Federati@am i another important energy supplier
for these two countries.

The Russian Federation supplies a significant sblam@ganufactured products imports by
Azerbaijan and Armenia. However, Turkey appeaisetthe most important supplier of
manufactured products in the region, especialkaarbaijan and Georgia. Although the
border between Armenia and Turkey is closed, ingpofimanufactured products from
Turkey accounts for 5.5% of all imports by Armeniarkey’s share in the Russian market
is still low (only 1.8%) but it has increased rdpith the last decade. In other words, the
data reveal that the Russian Federation is the erangy supplier for the non-olil
producers in the region, whereas Turkey is the rsapplier for manufactured products.
The effect of regional conflicts is apparent in tase of bilateral trade flows (most
importantly, in the case of Turkey’s export to Ameg. There seems to be a substantial
welfare-enhancing potential for trade relationsisen the countries in the Caucasus.

A detailed analysis of trade relations betweerRhssian Federation and Turkey would
provide insights for the prospects of economic @vafion because they are two major
exporters in the region. Tables 5a and 5b summé#rzedata on sectoral composition of
imports of these countries from each other. Rudseteration’s imports from Turkey
increased rapidly since 2002, and reached $6.ibiith 2008. Turkey’s share in the
Russian market increased from 1.6% in 2002 to 2rB2008. The low level of market
share could be taken as an indication for an ue@dpotential for Turkey in the Russian
market. Turkey is quite competitive in machinerg amansportation equipment, consumer
electronics, textile and clothing in the Europeaarkets (Taymaz and Voyvoda, 2009),
and it is expected to increase its market shatiease products in the Russian market as
well.

Turkey’s imports from the Russian Federation exqgrered even a faster increase in the
same period, from $3.9 billion in 2002 to $31.2008. Oil and natural gas account for
about two-third of imports from the Russian FederatAs a result of that increase, caused



fairly by the rise in oil and gas prices, Russ#iare in imports of Turkey jumped from
7.5% in 2002 to 15.5% in 2008. In addition to mitlanatural gas, iron and steel and non-
ferrous metals (included in “manufactured producttegory) are among the products
imported extensively by Turkey from the Russiandfaton. The pattern of trade and its
change show that Turkey could increase its exmdnsachinery and transportation
equipment to the Russian Federation, and importnaterials and energy in the short-
and medium-term. Of course, there could be a pialdot cooperation in the production

of relatively more sophisticated products, becdhsee is a scope for interactions between
scientifically and technologically advanced Russaterprises/institutions and Turkish
enterprises that are competent in industrial prodonc

4. Economics of energy (transmission)

The Caucasus has attracted attention since the2century for its oil reserves. The
discovery of new oil and natural gas fields in @espian Sea and the Central Asian
countries and growing demand for energy by Europeamtries has augmented the so-
called strategic importance of the region as asitanute for energy transmission.

The Baku-Thilisi-Ceyhan (BTC) pipeline is the moaportant pipeline that was
constructed in the region after the collape ofSbegiet Union. The 1,800 km long crude oil
pipeline connects the Chirag-Guneshli oil fieldhe Caspian Sea (Baku/Azerbaijan) to
Ceyhan on the Mediterranean coast (Turkey) viaidilficeorgia). The construction of the
pipeline was completed in May 2005 and the firspamped from Baku reached Ceyhan
in May 2006.

Azerbaijan and the multinational corporations ammag the most important beneficiaries
of the pipeline. It is designed to transport 1 imiilbarrel of oil per day at normal capacity,
i.e., if the price of oil is $70 per barrel, totavenue for oil producers would be $25 billion
per year.

Georgia and Turkey collect transit fees and opegagervices depending on the operating
capacity of the pipeline. Turkey is expected to%fiet0-200 million per year for the first

16 years, and up to $300 million per year in treoad phase (years 17-40) (see BTC Proje
Direkt6rligu, n.d.). Georgia is expected to get about $50anikks transit fees when the
pipeline operates at full capacity in 2012. Accoglio the IMF forecasts, the transit fees
from the BTC are unlikely to increase governmeriereie by more than 0.6% of GDP per
year over the medium term (Billmeier et al., 200/)e pipeline could generate more
revenue for Georgia if the Kazakh oil fills the gapt would be caused by declining oll
production in the Chirag-Guneshli oil field.

There are a number of proposals and projects foraieand natural gas pipelines in the
region. Two most important ones are the South Btr&ad Nabucco projects. The South
Stream project, supported by Russia, is proposé@nsport natural gas from Russia to the
European countries (Italy and Austria) via the RI&ea and Bulgaria. The Nabucco
pipeline is planned to be constructed from Erzu(liorkey) to Austria to diversify current
natural gas routes for Europe. Thus, it is suppdriethe EU, the USA and the main

transit country, Turkey. The intergovernmental agnent between Turkey, Romania,
Bulgaria, Hungary and Austria was signed by fiviengr ministers on 13 July 2009 in
Ankara. Although President Saakashvili of Geordieraled the ceremony, Georgia is not
a signatory to the agreement.



Current and planned routes for energy transportaie determined by political factors.
Georgia has been successful in exploiting the miafbetween Armenia on the one hand,
and Turkey and Azerbaijan on the other. Howevegmeinitiatives in the region that
could enhance stability and security are likelyeaken Georgia’s strategic position
regarding energy transmission.

5. Prospects for Abkhazia-Turkey economic relations

The political landscape of the Caucasus was apparéozen” since the ceasefire
agreements were signed in the conflict regionténnhid-1990s. However, there were
gradual but fundamental changes in underlying igalitelations. The five-day war in
August 2008 marked the end of unsustainatdéus quand opened the way to launching
new initiatives to enhance security and stabilityhe region.

After decades of political competition, Turkey ahd Russian Federation started to
establish a new bilateral relationship in 2003. f&@n motivating factor was the potential
for trade, especially in energy. Although these twantries have adopted competing
positions regarding specific oil/gas pipelinesythave been careful not to antagonize each
other.

In the 1990s and 2000s, Turkey considered Geosgaastrategic ally. Georgia provided
the only route for transporting Azeri oil/gas torkey and to European countries because
Armenia was not an option as a result of the Nagé&tarabakh problem. Turkey has even
turned a deaf ear to the appeals of the Meskh&tiaks who wanted to return to their
homeland in Georgia, and the Adygean-Abkhazianpdiasin Turkey who wanted to have
trade and family links with their compatriots ligin Abkhazia.

After the five-day war, Turkey has attempted toymamnore active role in the South
Caucasus, and proposed the Caucasus Security apei@ton Platform for the region
(Gultekin Punsmann, 2009). Although the RussiareFatn had a cautious positive
response to the idea, Georgia has refused to ipatecby citing its problems with the
Russian Federation. The USA also expressed itatditsction with the Turkish proposal
that does not include the USA.

There are two important factors behind Turkey’s metiatives and policies in the region.
First, Turkey is indeed in a strategic locationdoergy transportation between main user
and supplier countries. There is a demand to lmiddlines both in the East-West and in
the North-South directions, and Turkey is locatest pt the intersection of these routes. In
order to play its role as a transfer route foramitl natural gas, Turkey needs to have
stability around its neighborhood. Second, independf its position as an energy
corridor, Turkey has adopted an active policy standanternational relations to become a
regional player while strengthening its positiorEumrope. The new policy is based on the
principles of “zero-problem” with neighbors and “hgimensional foreign policy” (see
Davutgslu, 2008; Ong and Yilmaz, 2009).

Turkey has a unique position in the Caucasus tiatles it to pursue a “multi-dimensional
foreign policy”. First, Turkey has good relationgtwall countries but Armenia in the
region, and has taken major steps in normalizmgeitations with Armenia. Second, there
is a large Adygean-Abkhazian and Ossetian diagpoFarkey that could facilitate links



with Abkhazia and South Ossetia. There are indea Abkhazians living in Turkey than
those in Abkhazia. Third, as we have seen in teeqaling section, Turkey has a relative
strong industrial base, and could play an impontalet in initiating economic cooperation
projects and in providing industrial products ttied countries in the region may need.

Since a comprehensive settlement of all problentkarCaucasus is not feasible, at least in
the short and medium term, there is a burning a@elda strong desire to initiate
incremental, concrete projects that would provioi®e relief for the peoples of the region.
This approach would also contribute to buildingfatence, and to securing peace and
stability. In this context, Turkey needs to cooperaith Abkhazia and South Ossetia on
specific projects in order to be successful immtdti-dimensional foreign policy in the
region.

What are the specific measures and projects Tukeld pursue? First, there is an urgent
need to establish direct and secured transporthitiks between Turkey and Abkhazia.
Opening Sukhum-Trabzon maritime and Sukhum-Istaalviransportation should be a
priority. Second, Turkey should encourage freednaith Abkhazia and provide incentives
for opening trade representations in Abkhazia bgkiB chambers of trade. Third, Turkey
could support, through joint ventures and techrscglport, private sector development,
especially small and medium-sized enterpriseunigm, agro-business, construction,
health and education sectors. Fourth, Abkhaziadcopén its transportation infrastructure
(ports, railroads, Sukhum airport, etc.) to faatkt transportation of products to be
exported from Turkey to the Russian FederationalRincivil society and diaspora
organizations could be supported to contributebdistang close trade and cultural links
between Abkhazia and Turkey.

6. Conclusions

The Caucasus has been imagined by many peopleeg#a of conflict and controversy.
However, the region is rich in natural resourcesl ia known historically by its natural
beauty and cultural diversity. The cycle of violerand oppression that was carried out by
irrational nationalisms in the early 1990s creaedinstable and unsustainasiatus quo
that deprived the region of economic growth andpeoity.

The international recognition of the independernicalikhazia and South Ossetia after the
five-day war in August 2008, and the recent rappentent between Armenia and Turkey
have opened the way for constructive bilateral mudtilateral cooperation in the region.
The basic level of stability and security securgdiese changes could bring prosperity to
the region if they are supported by bilateral andtilateral economic cooperation that
does not exclude any country in the region. In tloistext, the relations between Abkhazia
and Turkey would play a special role. Abkhazia @ndkey need to find creative solutions
to strengthen trade and cultural links between e#aér.
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Tables and Figures

Table 1. Population, GDP per capita and workers' remittances, 2007

Population Area GDP per capita Workers'
(million) (000 km?) ($ per year) remit/GDP (%)
Nagorno-Karabakh 0.14 8.2
Abkhazia 0.22 8.4 3300
South Ossetia 0.07 3.9
Armenia 3.01 29.8 3059 9.2
Azerbaijan 8.56 86.6 3652 4.1
Georgia 4.40 57.4 2313 6.8
Iran 71.02 1648.2 4028 0.0
Russian Fed 142.10 17075.4 9079 0.3
Turkey 73.89 783.6 8877 0.2

Source: GDP, population and workers' remittances, World Bank, World Development Indicators 2007

Table 2. Imports and exports, selected years

(million $)
1997 2002 2006 2008
Imports
Armenia 754 963 2194 4101
Azerbaijan 794 1666 5267 7162
Georgia 942 793 3675 6056
Iran 14181 20336 40686
Russian Fed 66327 46177 137728 267051
Turkey 47515 51270 139576 201961
Exports
Armenia 215 527 1004 1055
Azerbaijan 781 2168 6372 47756
Georgia 240 346 992 1497
Iran 18425 28186 63247
Russian Fed 85889 106692 301551 467994
Turkey 26245 35762 85535 132002
Trade deficit (imports-exports)
Armenia 539 436 1190 3046
Azerbaijan 12.691 -502 -1105  -40594
Georgia 702 447 2683 4559
Iran -4244 -7850  -22561
Russian Fed -19562  -60515 -163823 -200943
Turkey 21270 15508 54041 69959

Source: UN, Comtrade
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Table 3. Sectoral composition of imports and exports, 2008

(percent)
Sectors SITC Armenia Azerbaijan Georgia Iran® RF Turkey
Imports
Food and live animals 0 13.0 114 12.2 4.6 9.7 25
Bever and tobacco 1 3.6 3.2 21 1.0 1.4 0.2
Crude materials 2 2.3 2.9 2.1 3.2 3.0 8.0
Mineral fuels 3 15.6 1.6 18.0 9.7 1.5 16.2
A/V oils and fats 4 1.2 0.9 1.0 1.7 0.7 0.8
Chemicals 5 8.9 8.4 9.1 10.8 10.1 12.5
Manufactured goods 6 21.3 16.8 16.0 20.2 11.7 18.0
Mach and transport egmnt 7 22.4 47.6 29.2 37.0 47.8 25.5
Other manuf articles 8 7.9 6.1 9.6 2.9 9.0 5.6
Others 9 3.8 1.1 0.6 9.1 5.0 10.6
Total 100.0 100.0 100.0 100.0 100.0 100.0
Exports
Food and live animals 0 4.1 0.9 7.0 3.3 1.4 6.9
Bever and tobacco 1 15.3 0.0 9.2 0.1 0.2 0.7
Crude materials 2 14.8 0.2 22.0 0.8 3.6 2.2
Mineral fuels 3 0.6 97.1 3.0 83.1 65.7 5.7
A/V oils and fats 4 0.0 0.2 0.1 0.1 0.2 0.4
Chemicals 5 1.8 0.4 10.5 2.7 4.8 4.3
Manufactured goods 6 52.0 0.9 26.1 4.8 12.0 30.8
Mach and transport egmnt 7 3.8 0.4 12.9 0.8 3.4 29.6
Other manuf articles 8 7.0 0.0 2.3 0.8 0.6 15.6
Others 9 0.5 0.0 6.9 3.6 8.2 3.8
Total 100.0 100.0 100.0 100.0 100.0 100.0
Source: UN, Comtrade
22005
Table 4. Import-export matrix, 2008
(percent of total imports)
Importer Exporter
Azerbaijan Armenia Georgia Iran RF Turkey Row
Raw materials
Azerbaijan 0.0 0.2 0.4 6.8 0.6 13.2
Armenia 0.0 0.6 2.1 12.3 1.0 23.4
Georgia 9.2 0.2 0.3 4.8 2.0 19.5
RF 0.1 0.1 0.0 0.1 0.5 20.6
Turkey 0.4 0.0 0.2 3.8 12.4 21.6
Manufactured products
Azerbaijan 0.0 0.5 1.0 12.1 10.7 54.6
Armenia 0.0 0.4 2.8 8.0 5.5 43.8
Georgia 0.8 1.0 0.6 2.2 131 46.3
RF 0.0 0.0 0.0 0.1 1.8 76.7
Turkey 0.1 0.0 0.0 0.3 3.1 58.0

Source: UN, Comtrade

Note: Raw materials: SITC 0, 1, 2, 3, 4, 9; Manufactured products: SITC 5, 6, 7, 8
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Table 5a. Sectoral composition of imports of Russian Federation, 2002, 2008

(million $)
Imports from Turkey Share in total

2002 2008 2002 2008
Food and live animals 123 873 1.6 3.4
Bever and tobacco 40 82 2.9 2.2
Crude materials 28 329 1.3 4.1
Mineral fuels 0 26 0.0 0.6
A/V oils and fats 1 4 0.1 0.2
Chemicals 61 387 1.1 1.4
Manufactured goods 129 1459 2.2 4.7
Mach and transport egmnt 147 2348 1.0 1.8
Other manuf articles 201 594 5.1 25
Others 0 37 0.0 0.3
Total 729 6140 1.6 2.3

Source: UN, Comtrade

Table 5b. Sectoral composition of imports of Turkey, 2002, 2008

(million $)
Imports from Russia Share in total

2002 2008 2002 2008
Food and live animals 52 664 5.0 13.2
Bever and tobacco 1 10 0.4 2.3
Crude materials 291 1491 7.9 9.2
Mineral fuels 1481 11841 20.7 36.1
A/V oils and fats 0 118 0.0 6.9
Chemicals 126 801 1.6 3.2
Manufactured goods 700 5455 8.0 15.0
Mach and transport egmnt 10 31 0.1 0.1
Other manuf articles 1 3 0.0 0.0
Others 1200 10951 33.1 51.1
Total 3863 31364 7.5 15.5

Source: UN, Comtrade
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Figure 1. GDP per capita relative to the world average, 1990-2007
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Source: World Bank, World Development Indicators 2007
Figure 2. Share of military expenditures in GDP, 1990-2007
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Source: SPIRI, SIPRI Yearbook 2009, Table 5A.4.
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