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ABSTRACT

The article explores China’s growing presence and activities in Georgia
and its present and potential geopolitical implications. Its aim is to contribute
to the better understanding of China's Belt and Road Initiative and its impact
on the socio-political and economic security in Georgia as well as wider
Caucasus region more generally. The article highlights Georgia's role in the
BRI as a land and maritime “bridge”. It examines in some depth the role of
the Trans-Caspian route — the so-called Middle Corridor and its constituting
Baku-Tbilisi-Kars (BTK) railway in the future development of the BRI and
Georgia's involvement in it as a “logistics hub” connecting Asia and Europe.
The article also explores the prospects of the Deep-Water Port Project in the
Black Sea town of Anaklia in Georgia and why it has not materialised yet. It
touches upon the conflicting interests of Russia, Turkey and the US and how
geopolitics influences economic calculations of the project. The article is
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largely based on a desk research conducted in summer and autumn 2020 and
utilises both secondary and primary sources in its analysis. Online interviews
and author’s communication with the Georgian government officials,
Embassy representatives, experts in the field, Georgian exchange students in
China and others connected to Chinese companies in Georgia have also been
used in the analysis presented in the article. The article shows how despite
increased Chinese involvement in Georgia more generally, China'’s interest
in the development of the economically, and possibly politically strategic for
Georgia “Middle Corridor” route remains rather lukewarm. However, as
the article tries to demonstrate, this should not prevent Georgia to pursue
its ambitious plan of becoming a connecting land and maritime hub in the
region. China is undoubtedly an important player in Asia and beyond, but it
is not the only player.

The key words: Belt and Road Initiative, China-Georgia relations, “Middle
Corridor”, Baku-Tbilisi-Kars railway, Anaklia port.

Introduction

Next year, on 9 June 2022, Georgia and the People’s Republic of
China will be celebrating the 30™ anniversary of the establishment
of diplomatic relations. In the past decade or so in particular, the
relations between the two countries have grown significantly. At
present, Georgia is the only country in the region with preferential
trade regimes with two of the largest economic areas in the world —
the Deep and Comprehensive Free Trade Area (DCFTA) with
the European Union (EU)' and the Free Trade Agreement (FTA)
with China’. Both agreements have been dubbed as ‘historic’ in
Georgia (Georgia, EU Sign Association Agreement; Georgia,
China Sign Historic Free Trade Agreement). In addition, Georgia

' The DCFT with the EU and the four members of the European Free Trade
Association — Iceland, Liechtenstein, Norway and Switzerland, officially came
into force on 1 July 2016 but had been provisionally applied since 1 September
2014 (for more on this see: Countries and Regions: Georgia).

2 The FTA with China, signed on 13 May 2017, officially came into force on
1 January 2018. At the time Georgia was only the 11" country to have concluded
such an agreement with China (Georgia is the Only Country in the Region Which
has Free Trade Agreements with Both the EU and China). For more on the FTA,
see: China-Georgia FTA).
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also boasts free trade agreements with Turkey' and eight members
of the Commonwealth of Independent States (CIS) — Azerbaijan,
Armenia, Ukraine, Belarus, Moldova, Kazakhstan, Uzbekistan and
Turkmenistan (Georgia is the Only Country in the Region Which has
Free Trade Agreements with Both the EU and China). As many have
pointed out, this puts Georgia in a rather “unique position” (Larsen,
2017c¢; author’s interviews, July-Aug. 2020).

Since the 2003 ‘Rose Revolution’, Georgia’s foreign policy
direction has been steadily Western oriented, and Georgia had
openly declared its ambition of Euro-Atlantic integration. However,
this has not prevented it from seeking economic ties in the East as
well. While Georgia’s rapprochement with the EU and its inclusion
in the DCFTA has not surprised many of the Georgia-watchers,
announcement of the launch of the FTA negotiations with China
in 2015 proved to be a ‘shocking event’ even for those directly
involved in the negotiation processes (Georgia Can Still be a Hub for
China, But Only if the Belt & Road Survives; author’s interviews,
July-Aug. 2020). In 2016 Georgia also got directly involved in
China’s ambitious Belt and Road Initiative (BRI) after becoming
the 45" country to join the Asian Infrastructure Investment Bank
(AIIB) — “a USD 100 billion bank designed to funnel money into
BRI projects” (Larsen, 2017a; see also: PM Discusses Georgia-
China Partnership at Beijing University). At the time, some even
dubbed these developments as the ‘peak’ of the Sino-Georgian
relations (Topuria, 2016).

Indeed, in the years preceding these events, Chinese presence and
activities in Georgia had seen a steady growth: China had gradually
become one of Georgia’s most important trading partners and one
of its biggest investors, contributing significantly to its Foreign
Direct Investment (FDI). For instance, in 2014, Chinese investment

' Georgia and Turkey signed the agreement on 21 November 2007 and the
FTA entered into force on 1 November 2008 (Free Trade Agreements: Georgia).
For more on this, see: Free Trade Agreement, 2007.
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in Georgia amounted to $217 million — “more than in all previous
years combined” (Larsen, 2017a). As China’s Ambassador to
Georgia Ji Yanchi pointed out at the time, “[a]t the beginning of our
diplomatic relations, the trade turnover stood at 3.68 million USD
whereas, in 2016 it reached 717 million USD, growing 200 times”
(cited in: China-Georgia Friendship Celebrates the 25th Anniversary
of Diplomatic Relations).

Cultural ties between the two countries were also on the rise.
In 2010, Confucius Institute was launched at Free University of
Thilisi in order to facilitate cultural exchanges between China
and Georgia and promote Chinese language and culture (Georgia
Opens its Confucius Institute)'. Since then dozens of Georgian
students have been offered the Chinese Government Scholarships
every year to continue their studies at the universities across China
(author’s interviews, July-Aug. 2020). In fact, by 2017, Ambassador
Ji Yanchi boasted to have had “more than a thousand local Chinese
speaking students” in Georgia (China-Georgia Friendship Celebrates
the 25th Anniversary of Diplomatic Relations). By the end of 2019
asecond Confucius Institute was established at Tbilisi Open Teaching
University?. The flow of Chinese tourists to Georgia had also grown,
reportedly increasing by 46% in 2016 (China-Georgia Friendship
Celebrates the 25th Anniversary of Diplomatic Relations). This was
not surprising. As Georgia’s Prime Minister Irakli Gharibashvili
remarked during his speech at Peking University in 2015, “[t]here
is no country in the region that is more open to Chinese business
and investment, Chinese people and culture or Chinese innovation
and ideas than Georgia” (PM Discusses Georgia-China Partnership
at Beijing University).

I For more about Confucius Institute see: About Confucius Institute/Class-
room. For a concise list of Confucius Institutes Around the World see: Confucius
Institutes Around the World — 2020. For more about Confucius Institute at Free
University of Tbilisi see: Confucius Institute at Free University of Tbilisi; Con-
fucius Institute.

2 See: Confucius Institute at Tbilisi Open Teaching University.
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The two countries also seem to take a similar stance on important
matters of concern for both states such as sovereignty and territorial
integrity. Georgia supports China’s so-called One-China policy on
the issue of Taiwan (China and Georgia), and more recently Hong
Kong (Aghmosavletis margaliti’ didkhans ikashkashebs). Similarly,
China has refused to follow Russia’s footsteps and recognise
Georgia’s two break away territories (Abkhazia and South Ossetia)
as independent (Larsen, 2017a)'. In other words, as China’s then
Ambassador noted, the two countries have enjoyed “an exemplary
model of friendly ... relations” (China-Georgia Friendship Celebrates
the 25th Anniversary of Diplomatic Relations).

Despite a lot of scepticism about the future of the Sino-Georgian
relations and the prospects for Georgia, these positive developments
also gave way to a lot of enthusiasm in Georgia, both among the
policymakers as well as experts (Cecire, 2015; Topuria, 2016;
Larsen, 2017c). Many predicted that China was on course of
becoming “a genuine, and likely long-term, player in Georgia and
the South Caucasus” (Cecire, 2015). As one analyst pointed out at
the time, it is not Georgia’s quest to join the EU or the North Atlantic
Treaty Organisation (NATO), or its unresolved territorial conflicts
and strained relations with its northern neighbour that should be the
main focus. Rather, “if you really want to get to know Georgia”,
one should “pay attention to its deepening relationship with China”
(Larsen, 2017c¢).

Besides the more obvious economic gains, for some, there was
an even a bigger reason to be hopeful for growing ties with China
(Topuria, 2016). It was believed that greater Chinese engagement in
the region had a potential to influence “Russia’s strategic calculus
by increasing the cost of destabilising” its neighbouring countries,

! China has generally disapproved any unilateral action that might undermine
state sovereignty, whether it was in the case of Kosovo or the cases of Abkhazia
and South Ossetia. But it does so also out of the fear of possible secessionist
movements on its own territory, as some have remarked, fearing the change of “the
status of Xinjiang or Tibet, not to mention Taiwan” (Ferdinand, 2013, p. 24).
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including Georgia, and in this way ease Russia’s “geopolitical pressure”
on the region (Larsen, 2017b, p. 4; see also: Topuria, 2016, Galbreath
& Malyarenko, 2020). While most analysts agreed that it was unlikely
for Georgia to play “a key strategic or security” role in China’s foreign
policy in any near future, some argued that Georgia could potentially
“punch above its weight” and use certain advantages as a leverage, in
particular, “its unique geographic location as a bridge between Europe
and Asia” (Larsen, 2017b, p. 4). Others were more cautions and were
far more concerned about the possible security challenges posed by
China’s growing presence in the region (author’s interviews, July-
Aug. 2020). Some even admit now that their earlier projections might
have been overly optimistic (author’s interview with Revaz Topuria',
16 July 2020; see also: Topuria, 2019).

So, what are the reasons for China’s growing interest in Georgia —
a country with a substantial geographic distance from China and of
a significantly small size both in terms of its population and its land??
(China—Land Area (sq. Km)). How did Georgia go from being “barely
on China’s radar” when the One Belt One Road (OBOR) was first
announced in 20134 to signing the FTA with China in 2017? (Larsen,
2017c). Where do the Georgia-China relations stand now: are we
witnessing an end to the “diplomatic honeymoon” (Topuria, 2019)
between the two countries or an emergence of a Chinese political
strategy in Georgia (or the wider Caucasus)? Can Georgia gain
more from China’s involvement in the region other than economic
cooperation? What is the impact of the current fall-out between
China and the West and the so-called US-China Trade War on Sino-
Georgian relations? What might be the potential socio-political and
economic security implications for Georgia and beyond if Chinese

' Georgia-based independent analyst.

2 Population of Georgia is less than four million as opposed to China’s popu-
lation of nearly 1.5 billion. In terms of the territory, Georgia covers 69,700 sq.km.
while China covers 9,388,210 sq.km. (China — Land Area (sq. Km)).

3 Until 2016 the BRI was known as OBOR, or New Silk Road (Belt and Road
Initiative; Duchatel et al., 2016).
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“business turns political”? (Larsen, 2017a). And what kind of impact
might China’s greater involvement have on the sustainable stability
in the region more generally? These are some of the questions that
this paper will highlight and try to answer.

The main aim of the article is to provide a detailed analysis of
the development of the Georgia-China relations and the current
state of affairs. The article will map China’s presence in Georgia
and its main activities and will outline some of the main (current
and potential future) geopolitical implications of its engagement in
the region. In this way, the article aims to contribute to the growing
scholarly and policy interest in China’s involvement in the Caucasus
and provide a better understanding of its BRI and Georgia’s role in
it more specifically.

Methodology

The article is largely based on secondary sources but some
primary sources in the form of online interviews were also used.
Online interviews with some key interlocutors and stakeholders from
Georgia were conducted in July-August 2020. Other sources include
official documents, statements and pressreleases by both governments
supplemented by secondary sources, including academic literature,
policy papers and briefs, as well as news reports and other online
sources in English, Georgian, and Russian languages.

The article starts with a brief outline of China-Georgia economic
relations before moving on to a detailed discussion of the BRI and
an in-depth examination of Georgia’s present and potential future
role in it. Next, the article turns to the analysis of China’s presence
in Georgia, what it means for both countries and the wider region
as well as some of the other important players in the South
Caucasus. The article discusses some of the possible challenges that
might accompany China’s greater engagement with Georgia and
offers some concluding remarks on how Georgia could maximize
China’s presence in the region and minimize potential risks.
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This article draws on findings from a research project investigating
the implications of China’s Belt and Road Initiative for the OSCE
conducted by the OSCE Network of Think Tanks and Academic
Institutions and funded by the German Federal Ministry of Foreign
Affairs. The project objectives include: mapping the presence of
China and its manifestation across Central Asia, the South Caucasus,
the Western CIS, and the Western Balkans over time, in particular
since the inception of the BRI; identifying the implications that
this presence has had in terms of economic, environmental, social,
political, and military security in the OSCE area (China’s Belt and
Road Initiative: Implications for the OSCE).

China — Georgia economic relations

Therelationsbetween Chinaand Georgiahave grown exponentially
since the establishment of bilateral relations in 1992. Cooperation
has been particularly strong in the economic sphere, with a focus on
FDI and trade. As Georgia’s economy emerged from the damage of
the 2008 war with Russia, bilateral trade between China and Georgia
has seen a steady growth, especially since 2010 (Larsen, 2017b,
p. 5). Since then, China has turned into one of Georgia’s top trading
partners and is currently at number three by trade turnover — based
on the available 2019 data, falling behind Turkey and Russia and
ahead of Azerbaijan, US, Armenia and Ukraine.

Georgian exports to China stood at just $6 million in 2009 as
opposed to $223 million in 2019. At the same time, Chinese imports
to Georgia increased from $175 million in 2009 to $858 million
in 2019. The overall trade turnover between the two countries
increased from less than $4 million in 1992 to $1,081 million in
2019 amounting to over 8% of Georgia’s overall trade turnover
(External Trade of Georgia 2019. Statistical Publication, p. 13-15;
Larsen, 2017b, p. 5). In 2019, the top exports of Georgia to China
were minerals (copper ore, concentrates), beverages (wine and
other spirits), and technical/medical equipment (Georgia Exports
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to China; see also: Larsen, 2017b, p. 5; Georgia, The Observatory
of Economic Complexity). In 2018 alone Georgia exported 6.95
million bottles of wine to China, making the latter Georgia’s top
three wine exporting countries after Russia and Ukraine (China
Ranks 3rd for Georgia’s Wine Exports in 2018).

Chinese companies have established a strong presence in various
sectors in Georgia too from finance and telecommunications
to tourism, mining, real estate, and road construction (Larsen,
2017b, p. 8; Muller, 2018; Lomsadze, 2019b; Georgia PM Inspects
POWERCHINA’s Expressway Project). In other words, “China
has ... become an important source of FDI for Georgia” (Larsen,
2017b, p. 7) although according to the second quarter of 2020
estimates, it does not feature among the top ten direct investor
countries in Georgia (Foreign Direct Investments by Countries).

China, Georgia and the Belt and Road Initiative

Belt and Road: Background

China’s BRI was first announced in 2013 by China’s then new
President Xi Jinping' on his visit to Kazakhstan. Since then much has
been said and written about this initiative, sometimes also dubbed
as “the project of the century” (Larsen, 2017b, p. 12). Still, there
are more questions and uncertainties surrounding it than answers
and some have rightly pointed out the scarcity of the “[v]erified
information regarding the BRI and related projects” (Belt and Road
Initiative). “Which projects are actually BRI projects? How much
has been invested along the route so far? What are the implications
of BRI projects for local and regional economies, societies and the
environment? What are the specific financial risks of BRI projects?
How far does the Belt and Road Initiative reshape the global trade
system and potentially the geopolitical order?” (Belt and Road
Initiative). These are some of the questions that have come up many

' President of the People’s Republic of China since March 2013 and the
General Secretary of the Communist Party of China since November 2012.
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times before but have been difficult to answer satisfactorily (Belt and
Road Initiative). The goal of this paper is not to provide definitive
answers to all these questions but to discuss some of them further in
the context of Georgia more specifically.

In 2017 the Asian Development Bank (ADB) estimated that it
would “need to invest $26 trillion over the 15-years from 2016 to
2030, or $1.7 trillion per year” in order to meet the infrastructure
needs of the ADB’s 45 developing member countries (DMCs)
(Meeting Asia’s Infrastructure Needs, vii). To address these
needs, several “regional and sub-regional initiatives” have been
proposed to improve transport links between countries in Asia.
One of those initiatives is the BRI, one of the most ambitious
initiatives of its kind — “a transcontinental long-term policy and
investment program which aims at infrastructure development
and acceleration of the economic integration of countries along
the route of the historic Silk Road” (Belt and Road Initiative). As
many have noted, announcement of this “global initiative” was
also an announcement of China’s ambitions of becoming a global
player (author’s interviews, July-Aug. 2020). According to the
official outline of the BRI, issued by China in 2015, the aim of
the BRI is to “promote the connectivity of Asian, European and
African continents and their adjacent seas, establish and strengthen
partnerships among the countries along the Belt and Road, set up
all-dimensional, multi-tiered and composite connectivity networks,
and realize diversified, independent, balanced and sustainable
development in these countries” (Belt and Road Initiative).
Currently, China’s official Belt and Road Portal lists profiles of 143
“countries along the Belt and Road” as well as others with whom
China had signed cooperation agreements on the BRI (International
Cooperation: Profiles).

The BRI is comprised of two land-based and sea-based initiatives:
1) The Silk Road Economic Belt (SREB) is a land-based initiative and
in itself is comprised of six different development “corridors” across
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Eurasia'; 2) The 21* Century Maritime Silk Road, on the other hand,
is a sea-based initiative (Belt and Road Initiative). Various state-
owned and other banks and funds? as well as international financial
institutions® and private investors from China and around the world
have been involved in funding different BRI-related projects (Belt
and Road Initiative; Larsen, 2017b, p. 14). The total funding needed
for the BRI is estimated to be between 4 and 8 trillion USD (Belt and
Road Initiative).

Georgia’s Involvement in the Belt and Road

Georgia as a “land-bridge”

Georgia’s involvement in the BRI comes within the China-Central
Asia-West Asia Economic Corridor (CCWAEC) within the SREB,
which stretches from China to Turkey and the Black Sea. With its
strategic geographic location Georgia can offer both land (railway
links) and sea (maritime) transport routes to the CCWAEC (Larsen,
20170, p. 14).

While “[t]he overwhelming majority of trade between the EU
and China” still goes through the sea, it has been suggested that
new rail links between the two continents could potentially change
these established, traditional “trade patterns” and could pose
a “challeng[e] [to] airlines and shipping companies” (Jensen &
Vana). Transport of goods by sea is cheaper than by rail, but it also
takes much longer. Depending on a destination, for a shipment from
China to reach Europe (via South China Sea, the Malacca Strait, the
Indian Ocean, and the Suez Canal) it may take anywhere from 30 to

' 1) New Eurasian Land Bridge Economic Corridor (NELBEC); 2) China-
Mongolia-Russia Economic Corridor (CMREC); 3) China-Central Asia-West Asia
Economic Corridor (CCWAEC); 4) China-Indochina Peninsula Economic Corridor
(CICPEC); 5) Bangladesh-China-India-Myanmar Economic Corridor (BCIMEC);
and 6) China-Pakistan Economic Corridor (CPEC).

2 Silk Road Fund alone, set up by China, has $40 billion reserves “aimed at
promoting private investment along [the BRI]” (Duchatel et al., 2016).

3 Such as the ADB, the Beijing-based AIIB and the Shanghai-based New
Development Bank (NDB) (Belt and Road Initiative).
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48 days (How Long Does the Ship from China Sail?). “A container
ship too large for the Suez Canal has to make a 24,000km journey
to reach Europe” while it takes “approximately 11,000km to reach
the same destination [by train]” (Jensen & Vana). Also, while not
as environmentally friendly form of transportation as sea travel,
“rail cargo ... emits less carbon dioxide (CO2) than air travel”
(Josephs, 2017).

With the Baku-Tbilisi-Kars (BTK) railway, Georgia is part of the
overland transport corridor that links Asia and Europe, and via the
Yavuz Sultan Selim Bridge over the Bosphorus in Istanbul, Turkey,
which officially opened in 2016, Georgia also has “an uninterrupted
rail link to Europe” (Larsen, 2017b, p. 15).

Although it pre-dates the BRI and was first signed in Tbilisi in
2007, the BTK has a potential to play a key role in the BRI (Baku-
Thilisi-Kars (BTK) Railway Track Becomes Operational to Carry
Chinese Goods to Europe). It is “a flagship project” of the Trans-
Caspian East-West Trade and Transit Corridor, sometimes also
referred to as the “Middle Corridor” — the 6,500-kilometer corridor
that links Southeast Asia and China to Europe by passing through
Kazakhstan, the Caspian Sea, Azerbaijan and Georgia from where
one route branches out to Turkey (going through the Marmaray
Tunnel under the Bosporus Strait) and the other one to Ukraine
(and then Poland) and Romania via the Black Sea (Calabrese,
2019; see also: B&R countries convene on Trans-Caspian corridor
construction)’.

Inordertodevelopthis Trans-Caspiancorridor further,Azerbaijan,
Georgia and Kazakhstan established the International Association
Trans-Caspian International Transport Route (TITR) in 2013
“with the participation of railway and Maritime administrations”
from these three countries (TITR; see also: Kenderdine, 2018;
Uatkhanov, 2017). Since then, Turkey and Ukraine also joined the

' For more on this, see also: Past Events: The ‘Trans-Caspian East-West Trade
& Transit Corridor’ Forum”, 26-27 June 2017; Putz, 2016.
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TITR as regular member states' alongside with several associate
members and partners, including China’s Lianyungang Port
(Middle Corridor).

In order to attract more cargo from China, Georgian officials
seem determined “to ensure smooth transportation along the
Black Sea ... [and] ... better access to European markets”. As
a result, Georgia “is working to establish direct feeder services
with Romania and Ukraine and to increase frequency of ferry
transportation with Bulgaria” (author’s communication with the
Embassy of Georgia in Beijing?, 22 Oct. 2020). As arepresentative
of Georgia’s Embassy in Beijing noted, “direct and improved
connections on the Black Sea will sustain the extension of the
Middle Corridor to the Rhine Danube Corridor (Bulgaria, Czech
Republic, Germany, France, Hungary, Austria, Romania, and
Slovakia) and North Sea — Baltic Corridor (The Netherlands,
Belgium, Germany, Poland, Lithuania, Latvia, Estonia, Finland)”
(author’s communication, 22 Oct. 2020).

At the official inauguration ceremony of the BTK in October
2017, Azerbaijan’s President Ilham Aliyev further noted that the
826-kilometer rail line of the BTK was the “shortest and most reliable
link between Asia and Europe” (Baku-Tbilisi-Kars Railway Line
Officially Launched by Radio Free Europe)’. The first transit train,
which arrived from China to Georgia in December 2015 — “marking
the opening of the ‘Silk Railroad’” — only took 15 days (Georgia

' Currently TITR has eight regular members — three from Azerbaijan, two
from Kazakhstan, and one from Georgia, Turkey and Ukraine each. For more
on this, see: Members of the Association are commercial and non-commercial
organizations, which are interested in cooperation with the Association and
in contributing to the development of its activity. For more on TITR (“Middle
Corridor”) see also: Leijen (2019); Miholjcic (2018).

2 Unless otherwise noted, all mention of the Embassy of Georgia to Beijing
refers to the author’s communication with them.

* Out of 826-kilometre rail-line, 504 kilometres are running through the

territory of Azerbaijan, 263 km through Georgia and 79 km through Turkey
(Development Issues of Trans-Caspian Int’l Transport Route Discussed in Baku).
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Welcomes ‘Silk Railway’ Cargo Train from China to Turkey)'.
This rail journey from eastern China to Istanbul was estimated to
be about 25 days shorter than a similar journey by the sea route,
highlighting the significance of the BTK railway (Topuria, 2016).
More recently, it was reported that in June 2020 “a new record was
set by a freight train traveling from China to Turkey” through the
“Middle Corridor”. From Xi’an — central China to Izmit, Turkey the
train took only 12 days after crossing the China-Kazakhstan border
(New Records Set on the Middle Corridor to Turkey).

For China, this route could be “a strategic option” to diversify its
transport corridors. The BTK, and the Trans-Caspian route in general,
can act as an alternative route to China’s “Northern Corridor” that
goes through Russia — The New Eurasian Land Bridge Economic
Corridor (NELBEC) and the China-Mongolia-Russia Economic
Corridor (CMREC). In this way, China can lessen its dependence
on Russia as a transit route and Georgia is determined to play a key
role in this, acting as a “hub connecting Europe and Asia” (Opening
of the 26th China Lanzhou Investment and Trade Fair; see also: Van
Dijk & Martens, 2016, p. 3).2

In 2018, Georgian Railway LLC — the national railway company
of Georgia, signed a further agreement with Germany’s Deutsche
Bahn — “the largest rail freight provider in Europe™. The aim of this
agreement was to develop new cargo routes across Europe and Asia
and improve existing ones (Deutsche Bahn and Georgian Railway
Sign Agreement Strengthening European-Asian Rail Freight). In
particular, this collaboration is meant “to provide transport services

' The rail cargo originated in South Korea from where it was first shipped to
China’s eastern port of Lianyungang and then went through Kazakhstan, (ferried
via) Caspian Sea, Azerbaijan, and Georgia on rail and from then on was to be
shipped to Istanbul, Turkey (Georgia Welcomes ‘Silk Railway’ Cargo Train from
China to Turkey).

2 For more on the BTK, see: China Connects Rail to Europe without Russia as
BTK Route Runs South via Caucasus and Turkey; Uysal (2014).

3 A memorandum of understanding (MoU) was signed already in July 2016
(DB and Georgian Railways Agree Cooperation).
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in two directions: the trans-Caspian movement of goods between
China and Europe as well as a second corridor providing for the
movement of goods to and from Europe to Iran and Iraq via Georgia”
(Daly, 2016). More recently, as Davit Saganelidze, the CEO of the
JSC Partnership Fund' of Georgia stated, “the opening of a railway
transportation corridor connecting Eurasia via Georgia is one of the
most promising plans that can achieve an increase in inter-regional
rail transportation. Georgia actively participates in the construction
of the ‘Belt and Road’, becoming a bridge between the European
and Asian markets, and an important gateway connecting Europe
and China, with huge potential” (cited in: Opening of the 26th China
Lanzhou Investment and Trade Fair)?.

The rail connection between China and Europe has acquired an
even greater importance during the current global pandemic (Xinhua
Headlines: Railway Freight Express Puts China-EU Cooperation
Amid Pandemic on Fast Track). According to Chinese media outlets,
rail links between the two continents have played a significant
role in the fight against Covid-19, acting as “green passages” for
transporting supplies and raw materials from China to Europe. The
restoration of regular rail operations between China and Europe
also provides “an impetus” to economic recovery of both continents
“by stabilising trade and supply chains” amidst the pandemic (Xinhua
Headlines: Railway Freight Express Puts China-EU Cooperation
Amid Pandemic on Fast Track).

' A state-owned investment fund in Georgia, established in 2011 with the aim
to “invest[] in commercially viable projects” (JSC Partnership Fund. Invest in
Georgia). Its assets are valued at 4.9 billion Georgian Lari (GEL), with equity at
2.3 billion GEL. It owns 100% of shares in Georgian Railway, Georgian Oil & Gas
Corporation, Georgian State Electricity System, Electricity System Commercial
Operator, and 24.5% of shares in Telasi (JSC Partnership Fund. LinkedIn). For
more on this, see also: Partnership Fund.

2 Saganelidze was speaking at the online opening ceremony of the 26" China
Lanzhou Investment and Trade Fair and the Silk Road Cooperation and Devel-
opment High-end Forum in Lanzhou, Gansu, where Georgia and Hungary were
invited guests of honour (Opening of the 26th China Lanzhou Investment and
Trade Fair).
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However, for most of the China-Europe freight train routes, the
“Northern Corridor” remains a preferred option (passing through
China, Kazakhstan, Russia, Belarus, and Poland) (Mardell,
2019). One of the reasons for that could be the cost-efficiency of
this route. Trains through the Trans-Caspian “Middle Corridor”
currently take longer — on average 14-18 days. In comparison,
the “Chengdu-Europe Express Rail” from China to Germany,
for instance, takes on average 12-14 days (Silk Road Chengdu-
Europe Express Rail-Connecting the World). There is hope that
this timeframe can be reduced even further and that in the future,
it will be possible “to connect China and Europe in 10 days”
(Xinhua Headlines: Railway Freight Express Puts China-EU
Cooperation Amid Pandemic on Fast Track). This raises the issue
of competitiveness of the Trans-Caspian route which will be
discussed further below.

Georgia as a “maritime outlet”

As many have note before, in addition to acting as a “land-
bridge”, Georgia also has a potential to “serve as a maritime outlet to
Europe” thanks to its Black Sea ports of Batumi, Poti, and Anaklia
(Larsen, 2017b, p. 15). This route gives China not only access to
these Black Sea ports but also to Supsa and Kulevi — Georgia’s “two
oil export terminals”, which carry oil from Azerbaijan, Kazakhstan,
and Turkmenistan (Daly, 2016).

Black Sea Deep Water Port Project in Anaklia, a small seaside
town in western Georgia, close to breakaway Abkhazia, deserves
a particular mention here. At 17 meters, Anaklia port is supposed
to be the “first-ever deep-water port” in Georgia' with an estimated
$2.5 billion investment in the project (Larsen, 2017b, p. 15; see
also: TBC Holding, Conti Joint Venture Awarded Anaklia Deep-Sea

' The depth of the harbours in Georgia’s two other port cities — Poti and
Batumi are up to 8 and 14 meters respectively (Anaklia Port — Georgia’s Key to
the New “Silk Road” of the 21st Century).
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Port Project)'. Its geographic location — depth of its waters as well
as “relative proximity to European markets — make it uniquely
suited to serve large vessels” (Larsen, 2017c). Once completed, it
“is expected to become one of the largest ports in the Black Sea
region with a handling capacity of up to 10,000 TEU [Twenty-foot
Equivalent Unit] vessels” (Anaklia Deep Sea Port Marine Works
Awarded to Van Oord)*>. According to Levan Akhvlediani — the
CEO of Anaklia Development Consortium (ADC) at the time, the
port was expected “to eventually capture 60 percent of the Georgian
container market” (cited in Larsen, 2017c). In the first phase of the
operation, it would be able to handle 900,000 TEU annually — 50
percent more than Poti’s current 600,000 TEU capacity (Larsen,
2017¢). According to the reports in the Georgian media, by the
end of the final phase, the port “must be able to handle 100 million
tonnes of cargo per year” (Construction of Anaklia Deep Sea Port
Kicks Off).?

At the time of its inception in 2014,* there was a lot of
excitement about this project and many in Georgia viewed it “with
hope and expectation” (Rukhadze, 2015). It was lauded as “the
project of the century” (Giorgi Kvirikashvili’ cited in: Project of
the Century’ Anaklia Deep Sea Port will be Built by 2020) and

' The project was initiated by the Georgian government with $100 million
investment pledge (Republic of Georgia Selects Anaklia Development Consortium
to Build a Deep Sea Port in Anaklia).

2 Poti — Georgia’s largest port at present — currently handles 1,500 TEU ships
(Larsen, 2017c).

3 As one analyst noted, to put it in perspective, “the largest existing port on the
Black Sea, Novorossiysk (Russian Federation), handles 70 million tons per year”
(Menabde, 2015).

* The idea of building a port in Anaklia is not new but more recently, it dates to
Mikheil Saakashvili’s Presidency (in office 2004-2013) (Georgian Gov’t Cancels
Anaklia Development Consortium Contract for Construction of Deep Sea Port
on Black Sea Coast). At the time, alongside the port in Anaklia, Saakashvili also
planned to build a new city — Lazika (referring to the ancient kingdom in western
Georgia) (Rukhadze, 2015).

5> Prime Minister of Georgia (2015-18).
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“a one-of-a-kind investment” (Mamuka Khazaradze' cited in:
Republic of Georgia Selects Anaklia Development Consortium to
Build a Deep Sea Port in Anaklia) that would be “creating a new,
faster maritime corridor between China and Europe, helping to
restore the historic Silk Road” (Construction of Anaklia Deep Sea
Port Kicks Off). The port was also supposed to “restore Georgia
to its rightful place ... as a logistics hub” and become “part of
the fabric of ‘One Belt, One Road’” (Levan Akhvlediani cited
in: Larsen, 2017c). However, as Joseph Larsen points out, “the
project that may have the most importance for China’s economic
interests [in Georgia] doesn’t involve a single Chinese investor”
(Larsen, 2017¢).

Instead, it was the ADC — “A joint venture between Georgian TBC
Holding and U.S.-based Conti International” that won the tender
(TBC Holding, Conti Joint Venture Awarded Anaklia Deep-Sea Port
Project)’. According to the official statement, “ADC’s vision for the
Anaklia Port is to create a world class port complex for Georgia and
establish Anaklia as a focal point of trade to and from Central Asia
and on the New Silk Road trade route between China and Europe”
(About Us). The port complex was also supposed to incorporate

' Khazaradze is one of the founders and former Chairman of the ADC and
founder and former Chairman of the TBC Bank JSC — one of the largest banks in
Georgia (Republic of Georgia Selects Anaklia Development Consortium to Build
a Deep Sea Port in Anaklia).

2 The Consortium is comprised of “TBC Holding from Georgia, SSA
Marine from the United States, British Wondernet Express working in Central
Asia, and G-Star Ltd. From Bulgaria”. For more on this see: ANAKLIA PHASE
1. Initially though, the founding partners of the ADC were TBC Holding and
Conti Group International, a New Jersey-based construction and development
company. They were “awarded the contract to build and operate deep-sea port”
in 2016 with an expected date of completion at the end of 2020 (TBC Holding,
Conti Joint Venture Awarded Anaklia Deep-Sea Port Project). Construction
works started in 2017 but in 2019, Conti Group, who holds 42% of the shares,
declared its intention to exit the Consortium (Conti Group Reported to be Exiting
Anaklia Port Project; see also: US-Based Conti Group ‘Confirms Intention to
Exit’ Anaklia Development Consortium; US-Based Conti Group Not to Leave
Anaklia Development Consortium).
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“a 600-hectare Free Industrial Zone (FIZ) .... allowing businesses
to produce goods for export under a tax-free regime”. In addition,
the plan was to turn Anaklia into a regional “financial and banking
centre” (Larsen, 2017¢c). However, in January 2020, after months of
speculation, Georgian government cancelled ADC’s contract citing
failure of the consortium to bring in new investments (Georgian
Gov’t Cancels Anaklia Development Consortium Contract for
Construction of Deep Sea Port on Black Sea Coast).
AsLarsen(2017b, p. 15)notes, examples from Georgia highlight
one of the underpinning concepts of the CCWAEC and the BRI in
general: it builds upon the existing infrastructure initiatives and
tries to complement it rather than replace it. Transport Corridor
Europe-Caucasus-Asia (TRACECA)' and TITR are some of
these examples. Georgia is also in a good position “to maximize
its potential as the fulcrum of two nascent regional groupings,
the Georgia, Ukraine, Azerbaijan, and Moldova (GUAM) group
and the Azerbaijan, Georgia, Turkey trilateral group (AGT)”
(Larsen, 2017b, p. 15)? 3. Within GUAM, for instance, “Georgia
is uniquely positioned to link China to Ukraine and Moldova via
its Black Sea ports” (Larsen, 2017b, p. 15). This is becoming
more and more relevant, given China’s growing interest and links

' Founded in 1998 by Azerbaijan, Armenia, Georgia, Kazakhstan, Kyrgyzstan,
Moldova, Romania, Tajikistan, Turkey, Ukraine and Uzbekistan, TRACECA is an
international initiative “promoting the development of regional transport dialogue
and ensuring the efficient and reliable Euro-Asian transport links”. Iran joined the
programme in 2009 as the 13" member country (TITR).

2 Organisation for Democracy and Economic Development (GUAM) is
a regional organisation formed in 1997 by Azerbaijan, Georgia, Moldova, and
Ukraine. Uzbekistan joined in 1999 but withdrew in 2005. For more on GUAM,
see: https://guam-organization.org/en/. All four countries of the GUAM are also
participating in the BRI (Larsen, 2017b, p. 16).

3 The Azerbaijan, Georgia and Turkey (AGT) trilateral cooperation was
officially established in 2012 by the Trabzon Declaration. Its aim is to enhance
existing partnerships between these countries by “strengthening political dialogue
and promoting mutually relevant projects” (Frappi & Valigi, 2015, p. 2; see also:
Cecire, 2013).
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with these two countries (Larsen, 2017b, p. 15; see also: Johnson,
2020; Zhen, 2017).!

In this way, Georgia has a potential to play an important role
“as a hub in two directions — from China to Turkey and Ukraine
to China, and vice-versa” (Topuria, 2016). Moreover, it provides
a way to avoid overdependence on Russia as a transit route not
only for China but also for Turkey and Ukraine, both of whom have
had rather tense relations with Moscow over the past few years
(Topuria, 2016).

China’s Presence in Georgia: Much ado About Nothing?

What Does China Want in Georgia?

So, what does the above discussion tell us about China-Georgia
relations? What does Chinese presence and activities mean for
Georgia and China, and the wider region?

When asked about China’s growing interest in the Caucasus,
representative of Georgia’s Embassy in Beijing highlighted the
many examples of China’s increased involvement in Georgia and
beyond but was also quick to point out that “despite this, any talk
about China’s long-term geo-political or geo-economic interests
and greater Chinese presence in the region were, at this point,
premature and exaggerated”. Many would agree that any talk
about China’s emerging political strategy in Georgia is also an
exaggeration and that there is no doubt “China continues to take into
account Russia’s policy towards South Caucasus and still considers
this region as Moscow’s traditional sphere of interest”. In this
way, “it is trade-economic related issues that dominate the agenda
in Beijing’s relations with Georgia and at this point China has not

' Ukraine, in particular, has seen a significant growth of bilateral trade with
China. In 2015, it formally joined the BRI sending a cargo to China via the TITR
(Ukraine Expects New Infrastructure Projects from Belt and Road Forum: Deputy
Minister). Trade turnover between the two countries reached $12.79 billion in
2019: “Ukrainian exports to China grew by 63.3 percent year on year to reach
3.59 billion dollars, while imports increased by 20.9 percent to hit 9.2 billion
dollars” (Ukraine, China to Deepen Ties: Ukrainian Deputy PM).
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expressed any long-term geopolitical interests [towards Georgia]”
(communication with Embassy of Georgia in Beijing, 26 Aug. 2020).

Similarly, when it comes to security dimension of the BRI, Georgia
does not participate in any format with China in this direction. It
has no ties with China-led Shanghai Cooperation Organisation
(SCO)' and has no plans to do so in the future (communication with
Embassy of Georgia in Beijing, 26 Aug. 2020). Georgian side has
continuously emphasised that its eagerness to develop closer ties
with China “does not mean that Georgia is changing its Euro-Atlantic
path” and that the country is still aspiring towards membership of
the NATO and the EU (Topuria, 2016, emphasis original). In other
words, “Georgia’s main interest in China’s BRI relates to economic
issues and realisation of specific investment projects. There is no
political agenda in this regard” (communication with Embassy of
Georgia in Beijing, 26 Aug. 2020).

As mentioned above, as a transit route for rail cargo from China
to Europe, within the remits of the BRI, Georgia has successful
cooperation with Chinese cities of Lianyungang and Xi’an in
particular. Nevertheless, “these rail routes mainly operate in a pilot,
test regime”. Thus, at the present time, “the aim of the Georgian
side is to make Trans-Caspian route operate on a regular basis
and with full capacity and turn it into a real additional route for
transportation of cargo from China to Europe. This of course will be
impossible without the support of the People’s Republic of China”
(communication with Embassy of Georgia in Beijing, 26 Aug. 2020).

Popularisation of this “Middle Corridor” indeed seems to be
a rather sensitive issue for the Georgian side and was pointed out
as one of the important issues on the “Georgia-China political and
economic agenda” which has been left open for now. “Despite the
readiness and willingness of the Georgian side, the TITR-Middle
Corridor is still absent from the official BRI maps” and at present,

' The SCO is a multilateral security organisation formed in 2001 by China,
Kazakhstan, Kyrgyzstan, Russia, Tajikistan and Uzbekistan.
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most of the cargo from China to Europe still passes through Russia,
bypassing Georgia (communication with Embassy of Georgia in
Beijing, 26 Aug. 2020). From Georgian perspective, for the country
to play a more active role in the BRI, it is important for the BTK to
form a stable, integral part of the initiative and for this to happen,
China needs “to support the development of this Trans-Caspian
transport corridor on Georgia’s territory ... and include Trans-Caspian
corridor on the official transit routes of the BRI” (communication
with Embassy of Georgia in Beijing, 26 Aug. 2020).

In recent years others have also pointed to China’s notable
absence on the “Middle Corridor”. As Jacob Mardell (2019) points
out, while the “Middle Corridor” is often associated with the
CCWAEC - one of the six official land corridors of the BRI, its
remit remains “vague” and the official route of the CCWAEC, in
fact, goes through Iran rather than South Caucasus. Thus, “despite
frequent talk of synergy between ‘Turkey’s Middle Corridor’ and
the BRI, cooperation is limited to the signing of MoUs”. Similarly,
the BTK is also often associated with the BRI and the Georgian and
Azerbaijani authorities are keen to point out its importance “to the
New Silk Road”, but Beijing’s role in its infrastructure development
has largely been “absent” or at best “minimal”.

One way to explain China’s hesitance in this regard is
Beijing’s continued scepticism of the viability of the “Middle
Corridor”. As Mardell argues, “it may be the shortest route between
Europe and China, but the middle corridor involves crossing five
borders and transiting one or two seas, depending on where the
cargo’s heading” (Mardell, 2019). This means dealing with several
different languages, cultures, and legal systems, which makes
navigating customs procedures even more difficult. As a result,
it is difficult for the “Middle Corridor” to “compete with the
‘main overland route through Russia’”, which remains an easier,
and cheaper way to transport goods between China and Europe
(Mardell, 2019).
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As already mentioned above, the key here is Beijing’s interest in
diversifying its transport routes. In the words of Russia’s President
Vladimir Putin, at present China and Russia enjoy “an unprecedented
level” of bilateral partnership and cooperation'. The two leaders
— President Putin and China’s Xi Jinping — “have met nearly 30
times” since Xi assumed power in 2013 and the latter has previously
described Putin as his “best friend and colleague” (As Relations
With U.S. Sour, Xi Describes Putin As ‘Best Friend” At Moscow
Meeting). However, as Revaz Topuria points out, “here an important
issue at play is the issue of trust. How much these two countries —
China and Russia — actually trust each other” (author’s interview,
16 July 2020). Many have cast doubt over how long this seemingly
good relationship between these two powerful and ambitious
leaders might last (see: Putin and Xi: Not Quite the Allies They
Seem). “I think this is temporary”, argues Topuria, “until one of
them becomes strong enough to show the other its real power and
influence. .... So, there are several reasons why China does not want
to be dependent solely on Russia” (author’s interview, 16 July 2020).
According to another Georgian analyst, China is also concerned
about Moscow’s strained relations with its neighbours, especially
Ukraine, but also its occasional disputes with Belarus and the Baltic
states. “Apart from that, an alternative railway route would become
an important bargaining chip for China in its tariff negotiations with
Russian Railways” (David Avalishvili cited in: Menabde, 2016).
Similarly, Moscow is also suspicious of China and sees growing
Chinese influence in Russia, especially in its Far East, as a threat.
As one government official in Georgia noted, “in one way they have
a perfect relationship but if you zoom-in, long-term, China can be
a problem for Russia. China can ‘swallow’ Russia together with its
far East” (author’s interview, 5 July 2020).

! In the past few years alone, the two countries have signed agreements worth
billions in US dollars, such as the $400 billion gas supply deal between Russia and
China signed in 2014, for instance (Anishchuk, 2014).
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Thus, the main appeal of the “Middle Corridor” for China “is
that it bypasses Russia”. However, while “Beijing likes to build
redundancies into global trade networks™ and probably views the
“Middle Corridor” as “an insurance policy .... should problems
arise along the Northern Corridor”, this project does not seem to
be at the top of its current “list of priorities” (Mardell, 2019). So,
despite strong Chinese interest and support at the rhetorical level,
some suspect that Beijing might be “playing something of a waiting
game”. Thus, at present, as Mardell notes, “the Middle Corridor
remains a firmly regional initiative” and “faces serious obstacles to
becoming an alternative China-EU route” (Mardell, 2019).

Anaklia: A Geopolitical Conundrum?

The future prospects of this route were further questioned last
year when the termination of the ADC’s contract was announced,
putting the construction of the Black Sea Deep Water Port in
Anaklia under threat (Georgian Gov’t Cancels Anaklia Development
Consortium Contract for Construction of Deep Sea Port on Black Sea
Coast). However, this time, the decision was down to the Georgian
government rather than reluctance from the Chinese counterparts.

From the very start, Anaklia project has been marred with
controversy and has turned into a geopolitical conundrum involving
the China, US, Russia triangle. When the Georgian government first
announced its plans to build port in Anaklia, it opened doors to both
Georgian and international investors. 12 companies participated in
the tender, and from seven longlisted ones, two were shortlisted
in June 2015: the above-mentioned ADC and Power China—Hubei
Hongyuan Power Engineering Company, Ltd. (Chinese Power
Company Front-Runner in Anaklia Port Project). The latter — “one
of the largest Chinese state companies”, had an estimated wealth
of $70.4 billion in 2015 and was employing some 200,000 people
worldwide. It was widely considered to be the front-runner and was
tipped to be the favourite to win the tender (Menabde, 2015). At the
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time Georgia’s Prime Minister Garibashvili even held high profile
meetings with the company officials (Chinese Power Company
Front-Runner in Anaklia Port Project).

Indeed, for many, having a Chinese government backed company
take charge of the construction of this project seemed like an
obvious choice. As one analyst explained, “China was considered
the preferred partner because the construction of the port in Anaklia
would explicitly be part of Beijing’s new ‘Silk Road’ trans-Eurasian
transit development policy” (Menabde, 2016). Others believed that
“only a power as strong as China” would be able to protect the project
from any Russian interference. After all, Russian military, stationed
in Abkhazia, are within several kilometers away from Anaklia,
and were always deemed a threat to the completion of the project.
China’s involvement might have somewhat deterred Russians.
As journalist Zurab Gogoberidze noted, “Moscow still takes
China’s position into consideration, when it attempts foreign policy
gambles” (cited in: Menabde, 2015). Thus, it came as a huge surprise
to many when in 2016, “[a]fter a long period of negotiations”, it was
the ADC that was announced as the winner of the tender, not Power
China (Menabde, 2016).

At the time, some were already predicting that ‘“without
Beijing’s direct involvement” it would be difficult to complete
the Anaklia project. As one Georgian economist noted, “[t]he
transportation infrastructure in Georgia, Azerbaijan, the Caspian
Sea and in Kazakhstan will not be able to carry 100 million tons
of goods per year. For example, Georgian railways cannot service
such throughput. These problems could have been solved only with
significant interest from and active participation of the Chinese
state. Yet the Georgian government made another decision” (Giorgi
Khukhashvili cited in: Menabde, 2016). At this point we can only
speculate whether China’s enthusiasm, and engagement with the
“Middle Corridor” might have been different had it been granted
access to the Anaklia project.
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Similarly, while it is hard to confirm this information, many
have long suspected some kind of US involvement in the Georgian
government’s decision to reject the Chinese bid in favour of
a consortium with an American partner — Conti Group International.
“In general, the fact that the US is not thrilled about the BRI is
well known”, notes Revaz Topuria, “but the US cannot go against
us signing free trade agreements [and developing economic ties]
with other, big countries and think that this is a bad thing because
this 1is clearly a good thing” (author’s interview, 16 July 2020). But
Georgia of course remains conscious of the considerations of its
most valuable strategic partner — The United States. As one Georgian
official noted, Americans consider China as the main strategic
opponent nowadays and they also confirm this rather openly. For
them, “Russia is a tactical problem, but China is a geopolitical and
strategic (geo-strategic) problem. ... So, whether we want or not
we have to take this into consideration. It might be that it actually
is indeed beneficial for Georgia to attract Chinese investment and
actually it might even be that it does not even pose that much threat
but you just have to take into account the interests of your strategic
partners” (author’s interview, 5 July 2020).

While the Chinese companies might have missed out in
participating in the construction of the Anaklia port, it seems both
in the Chinese and American interests to successfully see this
project through. With China, the benefits of having another sea route
available via Georgia have already been outlined above, but with the
US, one of the main interests in this project might be security related
and linked “to the existing disbalance with Russia” (Glurjidze &
Dzamukashvili, 2020). In recent years, NATO and Georgia have
been conducting some military exercises in Poti. However, currently,
Poti port does not have “adequate capacity to accommodate large
vessels”. In this way, as some point out, “the much larger Anaklia
deep-sea port” could play “a pivotal role ... for the development
of these military activities, further enhancing the country’s strategic
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significance for NATO” (Glurjidze & Dzamukashvili, 2020; see
also: Menabde, 2019a; Daly, 2020). The US has also been vocal in
support of this project. As the US Secretary of State stated in June
2019, “[t]hese and other projects will strengthen Georgia’s relations
with countries with market economies and avoid the danger of
becoming a victim of the economic influence of Russia and China.
These imaginary friends do not care about the interests of Georgia”
(Georgian Gov’t Cancels Anaklia Development Consortium Contract
for Construction of Deep Sea Port on Black Sea Coast).

So why did Georgia suddenly put breaks on the project which could
potentially have such important economic and security implications
for the country? Some have argued that it has to do with “economic
corruption” and the in-fight among different political groupings and
business interests in Georgia (Daly, 2020; see also: Menabde, 2019b).
Former Prime Minister Bidzina Ivanishvili,' who many have dubbed
as the “informal”/ “de facto ruler” of the country, has been engulfed
in a bitter personal rivalry with Mamuka Khazaradze — founder of the
ADC, and this has been reflected on the developments surrounding
the Anaklia project too. This affair, labelled as the “millionaire vs
billionaire” of the Georgian politics, has gripped the country after
charges of money laundering of $17 million were brought against
Khazaradze and his Deputy in 2019 (Lomsadze, 2019a). Many have
labelled the charges as manufactured and “politically motivated”
(Zalinger, 2020). Since then, Khazaradze has even founded a political
party — Lelo for Georgia, and plans to challenge Ivanishvili’s ruling
party (Georgian Gov’t Cancels Anaklia Development Consortium
Contract for Construction of Deep Sea Port on Black Sea Coast).

However, others have claimed that developments in Anaklia also
might have something to do with the Georgian government trying to

" In office in 2012—13. Billionaire Ivanishvili is Georgia’s richest man. He
is a prominent businessman and philanthropist who founded the current ruling
party of Georgia — the Georgian Dream-Democratic Georgia party in 2012
(Ex-PM Ivanishvili to Chair Georgian Dream Party). He served as the chairman
of the party in 2018-21.



LEX PORTUS VOL7 ISS2 2021 91

appease the Kremlin. In fact, some have even called Russia “[t]he
main foreign enemy of the Anaklia project” (Georgian Gov’t Cancels
Anaklia Development Consortium Contract for Construction of Deep
Sea Port on Black Sea Coast). Indeed, Moscow has never shied away
from stating “that it does not like the idea of the construction of a port
in Anaklia” and that it “is not in its interests” (Georgian Gov’t Cancels
Anaklia Development Consortium Contract for Construction of Deep
Sea Port on Black Sea Coast; see also: Menabde, 2019b, Daly, 2020).
For the Kremlin, any US/NATO-Georgia rapprochement is perceived
as a threat and by default, a US-supported project is also viewed as
such. If completed, the port in Anaklia could have capacity to host US
and NATO “warships” and “US submarines”, which Kremlin sees
“as a geopolitical threat”. Besides, Anaklia’s proximity to the Russia-
backed Abkhazia poses further threats to Moscow’s interests in the
region (Georgian Gov’t Cancels Anaklia Development Consortium
Contract for Construction of Deep Sea Port on Black Sea Coast).
Many in Georgia consider that if successful, Anaklia port would
bring much needed economic prosperity to the region and could
even act as a “pull factor to attract the estranged Abkhazians closer
to Georgians and possibly build bridges between the communities”
(Rukhadze, 2015).

Moreover, as mentioned above, such a port in Anaklia poses
threat to Russia’s economic interests too. It will serve as a serious
competition to the Russian Black Sea ports for transporting Asian
goods to European markets as well as potentially threatening Russian
rail cargo transportation routes too (Georgian Gov’t Cancels Anaklia
Development Consortium Contract for Construction of Deep Sea
Port on Black Sea Coast). Thus, many in Georgia’s opposition parties
have voiced concerns and have accused Ivanishvili and the Georgian
government of “complet[ing] the Kremlin’s task” by cancelling
the ADC’s contract (Khazaradze cited in: Georgian Gov’t Cancels
Anaklia Development Consortium Contract for Construction of
Deep Sea Port on Black Sea Coast). Among others, Giorgi Kandelaki,



92 LEX PORTUS VOL7 ISS2 2021

a member of the European Georgia Party has argued that “[t]here are
only two governments in the world that oppose the Anaklia project.
This is the Georgian government — which says one thing, but actually
undermines the project, and the second — the Russian government”
(Georgian Gov’t Cancels Anaklia Development Consortium Contract
for Construction of Deep Sea Port on Black Sea Coast)'.

It has to be noted that the competition in the region for the best
and most viable land or sea routes means that Anaklia project is not
in the interests of Georgia’s other powerful neighbour Turkey either.
The project would undoubtedly compete with other ports in Turkey
too and would weaken its standing in the Black Sea (Georgian
Gov’t Cancels Anaklia Development Consortium Contract for
Construction of Deep Sea Port on Black Sea Coast). Currently,
Georgia-bound “larger panamax size vessels” are dependent on
other ports, mainly Istanbul, where they “are reloaded to feeder
ships” before making their way to Poti and Batumi (Govt Selects
Two Final Bidders for Anaklia Deep-Sea Port). Thus, the Anaklia
project is largely viewed as “a Georgian-American project” and the
US is seen as “the largest international lobbyist and supporter of this
project” (Georgian Gov’t Cancels Anaklia Development Consortium
Contract for Construction of Deep Sea Port on Black Sea Coast).

' In fact, this would not be the first time Moscow has attempted “to influence
strategically important infrastructure projects in the South Caucasus” (Menabde,
2019a). In 2019, Russia signed a tripartite cooperation memorandum with
Azerbaijan and Turkey in Ankara which could potentially significantly transform
the BTK railway project (Menabde, 2019a). Given the BTK “was initially meant
to facilitate bypassing the Russian Trans-Siberian route” and is viewed as one of its
competitor routes, the signing of this memorandum and Georgia’s exclusion from
it understandably raised concerns in Tbilisi (Garibov, 2019). While Georgia is not
opposed to transporting Russian cargo to Turkey through its territory (it already
acts as a transit route between Russia and Armenia), it was not happy about “being
sidelined in the important decisions regarding the [BTK] project”. Moreover,
of particular concern to Tbilisi was Moscow’s proposal to construct a new gauge
rail line from the Georgian border to Kars, Turkey. At present, “the transition
from the broad gauge to the standard European gauge (1,435 mm), which is used
in Turkey, is done in Ahalkalaki [Georgia]” and requires a stop at the Georgian-
Turkish border (Garibov, 2019).
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In September 2020 it was further revealed that the ADC and Bob
Meyer — one of the major foreign investors in the project have filed
independent arbitration claims against the Georgian government
“over their infringed rights in the Anaklia Port project” (Anaklia
Development Consortium: Gov’t Reneged on Support for Port
Project, Wiping out Economic Benefits for Georgia). This is likely
to further deter any other new investors from the Anaklia project
(Zalinger, 2020). In any case, whether itis Georgia’s internal “political
squabbling” or the invisible hand of Russia that is threatening to
sabotage a project of such strategic importance, many agree that it is
damaging Georgia’s international reputation and is undermining the
country’s security (Zalinger, 2020; see also: Will Georgia still build
the ambitious Anaklia port? New tender in the works)'.

Conclusions

Many have been sceptical from the very start about the aims and
objectives, and the viability of the BRI considering it “unrealistic
and over-ambitious” and as some would argue, “over time some of
the predictable and also less predictable signs of that have already
started showing”. In other words, for many analysts, whether in
Georgia or abroad, the BRI remains largely “more like a communist
propaganda tool” directed mainly at domestic audiences and used
to assert China’s place globally (author’s interview with Revaz
Topuria, 16 July 2020). So where does this leave Georgia and its
ambitious plans to become a key “regional logistics hub” and play
a vital role in the BRI?

As many have pointed out there is “a strong sense of competition
between participating states” along the “Middle Corridor” route
(Mardell, 2019). Whether it’s Georgia or Azerbaijan, officials
are quick to point out their respective countries achievements,

' The Georgian government has recently announced that they will be
re-starting the selection process for a new investor for the Anaklia port project in
the near future (PM Garibashvili: 'we will start selecting new potential investor for
Anaklia Deep Sea Port project in near future').
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highlight their desirable geographic location and their efforts to
build better infrastructure and offer best business environment.
However, “the race” to be the best is not necessarily bad and it
can work in the advantage of the entire region (Mardell, 2019).
Moreover, it is important to keep in mind that while an important
player in Asia and the wider world, when it comes to Europe-
Asia trade, China is not the only player. As Mardell (2019) notes,
“IbJecause of a persistent global obsession with the BRI, stories
about East-West connectivity often choose China as their main
protagonist, but there are other markets and producers out there”.
In other words, “Trans-Caspian traffic can still flow without
support from Beijing. ... China is big, and the BRI is important,
but there’s a lot going on in the Southern Caucasus and Central
Asia besides Beijing-sponsored initiatives” (Mardell, 2019).
Georgia has a potential to play a significant role in the US trade
with the entire Caucasus region and Central Asia too. In 2017, for
instance, 61% of the US-Central Asia trade balance was transited
through Georgia (mainly through ports). This accounted to overall
1 billion USD of US exports to Central Asia. Georgia also accounts
to an “almost 100% transit share” of US exports to the Caucasus,
equalling 0.8 billion USD in 2017 (Bochorishvili, 2020).

There is no doubt that Georgia should continue its efforts to
strengthen economic ties with China but at the same time, it cannot
count on China’s change of heart, or fortunes, in prioritising the
“Middle Corridor” over other routes. Thus, it needs to be on the
lookout for other options too in order to maximise its transit/logistics
hub potential.
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inrepecu Pocii, Typeuuantn i CILIA, i BIUTMB reONOJITHKY Ha eKOHOMIUHI PO3PaxyHKH
MIPOEKTY € TTIOKa30BUM. CTaTTs 3HAYHOIO MipOIO IPYHTYEThCS Ha JOCIIHKEHHI, TpOBe-
JeHoMy BIITKY 1 BoceHr 2020 poKy, B aHaJIi31 BUKOPHUCTOBYIOTBCS SIK BTOPHHHI, TaK
1 TIEpPBHMHHI JDKeperna, Marepiany IHTepHeT-IHTEpB 10 1 CIUIKYBAaHHS aBTOpa 3 Ipel-
CTaBHUKaMU ypsay [ py3ii, nmpencraBHUKaMH TTOCOJIBCTBA, eKCIIepTaMu y 1ii cdepi,
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IPY3MHCBKMMHM CTYJIEHTaMy 1o o0MiHy y Kurai Ta iHmmMEu ocobamu, OB’ sI3aHUMU
3 KUTalCHKUMU KoMITaHissMu y [py3ii. ¥V crarri nokasaHo, sik, He3BaKatouH Ha IOCH-
JICHHs1 KUTalchkol yuacti y [pysii y oMy, intepec Kuraro 10 po3BUTKY EKOHOMIYHO
1, MOXJIMBO, TIOJIITHYHO cTpareriuHoro st [pysii mapmpyty “Cepeaniii kopumop”
3aJIUIIAETHCS IOCUTh HU3bKUM. OJIHAK, SIK TIOKA3aHO Y CTaTTi, [Ie He TOBUHHO Mepe-
uikonuty [pys3ii peasizyBary cBili aMOITHHUIT TIaH 3 TIEPETBOPCHHS HA CyXOIOJIbHUIA
Ta MOPCBKHI “By307” y perioHi. Kutaii, 0e3CyMHIBHO, € BaXKJIMBUM TpaBiieM B A3il
13a Tl MekaMH, ajie Jajaeko He €THHUM.

Kntwouosi cnosa: ininiarusa “OauH N0SIC, OMUH IUSIX, KUTAHCHKO-IPY3WHCHKI
BigHOCHHH, “CepenHiii kopunop”, 3anizauist baky-Tourici-Kape, mopr Anakmis.

Kemoknuoze H. Kumaiickaa unuyuamuea “Ooun nosc, ooun nymp”:
6o3modrcnocmu u 6v1306ut ona I pyzuu. — Cmamos.

B nanHOl cTarbe Mccienyercs pacrylee MPUCYTCTBHE U JIEATEIbHOCTh
Kuras B ['py3un, a Takke UX HBIHCIIHUE W MOTCHI[UATBHBIC TCOTIOIUTHICCKIEC
nociencTBus. Llenb cTaTby COCTOUT B COCOOCTBOBAHMU JIyYIIEMY IMOHUMa-
HUIO KUTalCKOM MHULUATUBEI “OJIMH MOsIC, OIMH MYyTh” U €€ BIAUSHUS Ha COLIH-
AIBHO-TIOJIUTUYECKYI0, DKOHOMUYECKYIO0, DKOJIOTMYECKYI0 U BOCHHYIO 0e30-
nacHocTh B ['py3uu, a Taxke Oosiee MIMPOKHUE MOCIEACTBUS ISl YCTOWYMBON
crabunbHOoCcTH B KaBka3zckoM permoHe B 1einoM. B craree moguepkuBaeTcs
ponb I'pysun B BRI kak cyxomyTHOro u Mmopckoro “mocta”. Kpome Toro, moju-
pOOHO paccMaTpuBaeTcs poiib TpaHCcKacHUiickoro Mapuipyrta, T.H. “CpeaHero
KopuIopa” W COCTaBISONICH ero jxeiae3Hou moporu baky-Towmmmcu-Kapc
(BTK) B 0ynymem passutuu BRI u yuacTtust ['py3uu B HeM B KauecTBe “JIOTH-
CTHUYECKOTO y351a”, coeaunstoniero Asuto u Espony. Takxke B cTaThe HCCIETy-
I0TCSI IEPCIIEKTHBBI MTPOEKTA NTyOOKOBOJIHOTO MOPTa B YEPHOMOPCKOM rOpojie
Anakius B I'py3uu u To, mouemMy OH JI0 CHX Hop He peaiu3oBad. [Ipoekr
3arparuBaeT KoH(uKTyromue uHTepecshl Poccun, Typuuu u CIIA, u Bius-
HUE I'eOTOIUTHKN Ha SKOHOMHYECKHE PacyeThl IPOEKTa MoKa3areabHo. Crarhbs
B 3HAUUTEJILHOI CTEINICHH OCHOBaHa Ha WCCIICOBaHUH, MPOBEACHHOM JIETOM
u ocenbto 2020 rona, B aHaJIM3€ MCIOJIB3YIOTCS KaK BTOPUYHBIE, TaK U MEP-
BHYHBIC HMCTOYHHKH, MaTepUabl HHTCPHCT-MHTCPBBIO U OOIICHHS aBTOpa
C MPEJCTaBUTENSIMU MPaBUTENbCTBA ['py3nu, MpenCcTaBUTENSIMH TTOCOJILCTBA,
9KCHEPTaMu B 3TOH 00JacTH, TPy3UHCKUMH CTyIAeHTaMH 1o ooMeHy B Kurae
U IPYTUMU JTUI[aMU, CBSI3aHHBIMU C KUTalHCKUMU KoMmanusmu B [ py3un. B cra-
ThE TOKa3aHO, KaK, HECMOTPSl Ha YCWJIGHHWE KUTAHCKOro ydacTtusi B [py3un
B 1esioM, uaTtepec Kuras k pa3BUTHIO 3KOHOMHYECKU U, BO3MOXKHO, MOJTUTH-
YeCcKH cTparerumueckoro st ['pysum Mapmpyra “CpenHuil xKopujgop” ocra-
eTcs J0CTaTouHO HU3KUM. OJHaKo, KaK MOKAa3aHO B CTaThe, 3TO HE JOJIKHO
nomemars ['py3un peanu3oBarb CBOIl aMOMIIMO3HBIN IJIaH 110 PEBPAIICHUIO
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B CYXOIIYTHBII U Mopckoit “y3en” B peruoHe. Kutall, HeCOMHEHHO, SBIsSeTCA

Ba)KHBIM UTPOKOM B A3HUU U 3a €€ MpeJenaMu, HO JajdeKo He €JUHCTBEHHBIM.
Knrouesuvie cnoea: nannuatusa “OfuH MOsIC, OUH MyTh~, KHTaWCKO-TPYy3HH-

ckue otHoleHwus, “CpeaHuii kopunop”, xenesnas nopora baky-Toumucn-Kape,

MOPT AHAKIHA.



