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TRANSFORMATION OF THE STRATEGY OF AMERICAN AID
TO ARTSAKH IN THE CONTEXT OF THE
NEW ECONOMIC POLICY OF THE POST-COVID ERA*

341.232 (73+479.25)

MARTUN AZATYAN
Russian-Armenian University,
International Relations Chair, Ph.D Student,
Yerevan, Republic of Armenia
martun.azatyan2018@gmail.com

The article examines the origins of the idea of International Development Assistance
(IDA) and the process of its transformation into a separate branch of international relations on
the example of the USA. It analyzes the features of American support for Artsakh in accordance
with the interests of the USA in the South Caucasus. The purpose of the research is to detect
possible transformations of American allocations to Artsakh in the changing realities of the
world economic system, which will allow formulating recommendations for the development of
the most popular industries in the context of the pandemic. Based on a comparative analysis of
annual payments, it is concluded that the size and direction of financial assistance depends on
the need to maintain the process of sustainable development in the region. The impact of the
coronavirus pandemic on the amount of subsidies is considered, and the strengthening of the
agricultural and medical sectors of Artsakh is proposed to increase the mobilization potential of
the country. Thus, Artsakh and Armenia will increase their role as key players in maintaining
stability in the region and will provide the population with essential products in case of repeated
border closures.

Key words: Artsakh, USA, USAID, financial aid, coronavirus, economy, transformation.

On January 20, 1949, after reading the inaugural speech of the 33rd President of the United
States Harry Truman, the official approval of a new separate direction of world politics was
launched. This stands for the ODA (Official Development Assistance) - the idea of economic and
technical support to other countries, which was declared by the fourth point of the President's
speech.

It is known that before the Second World War, the United States positioned itself as a
supporter of a policy of minimal intervention in the matters of the rest of the world. However, the
main postulate of the Messianic tradition — the idea of exclusivity — after two centuries of
development and formation had to find an application beyond the borders of the American state.
The features of the American way of life laid down by the founding fathers, first of all, showed

* 3nndwép ubpyuwywgdtp £ 20.04.2020p., gpwhunuyb] 22.04.2020p., wnwwgpnipjwl
punncudt] 10.07.2020p.:
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themselves on the positive side within their own society; therefore, they could become guidelines
for the formation and development of societies in Western countries, as well as the rest of the
world.

In parallel with the above process, in the 40s of the last century, the necessary process of
approving the Institute of technical assistance continued to gain momentum, because the support
of the allies, which took place before and during the war, was mostly episodic. One of the first
steps in the formation of an international tradition of assistance to countries in need was taken in
November 1943, when representatives of 44 states gathered in Washington and signed an
agreement on the establishment of the United Nations Relief and Rehabilitation Administration
(UNRRA). And after the signing of the Bretton Woods Agreement in July 1944, the International
Monetary Fund (IMF) and the International Bank for Reconstruction and Development (IBDR)
were created, which still provides assistance to the economies of the organization's member
countries’.

As for the geopolitical situation, after the change of the phases of the war from “hot” to
“cold”, the world was seen as a battleground of democratic and undemocratic forces. Among the
latter, first of all, the communist countries with their own ideology — communism — were
considered as threats to the ideals of freedom and democracy. The beginning of national liberation
movements in South-East Asia (India, Burma and Ceylon) only accelerated the mobilization of
resources in both systems.

After examining the process of implementing the “Truman Doctrine” and the “Marshall
Plan”, the liberal wing of the US political elite (Bowles, Galbraith, Kennan) came to the
conclusion that military assistance to allied countries was ineffective, instead offering social and
economic reforms in these states that would allow them to “step on” hunger and disease. For this
purpose, it was supposed to use American scientific achievements and the fruits of industrial
progress?. So, this idea was expressed in 4™ paragraph of the President's inaugural speech, which
noted the need of creating a social base in donor countries that supports a political and economic
regime that would be able to resist communism?®.

This approach formed the basis of the “Foreign Assistance Act”, signed by President
Kennedy in 1961, which led to the creation of the Peace Corps and the United States Agency for
International Development (USAID) — the top federal aid agency outside the United States. It is
worth noting that the main executive authority, that determines the strategy of the ODA, is the US
National Security Council, in which, since 2010, USAID was included. As for the legislative
branch (Congress), in the Upper House (Senate) international development assistance is handled
by the US Senate Committee on Foreign Relations, and in the Lower House (House of
Representatives) by the US House of Representatives Committee on Foreign Affairs. The final
decision is made by the Appropriations Committees of both houses.

In studying the ODA process, it is necessary to emphasize the most important role of the
US State Department, especially in the context of providing non-military assistance to recipient
countries. The Department includes the Office of U.S. Foreign Assistance Resources, which
determines the state Department's plan of action in the field of ODA in a particular region. The
main priorities are non-violent conflict resolution, support for democratic societies, the fight
against climate change and etc.*

! The World Bank Group: https://www.worldbank.org/en/what-we-do

’r aasyHoBa E.H., Y ucTokoB coneiicTBUs MEXAYHApOAHOMY Pa3BUTHIO: aMEPUKAHCKas POrpaMma
TEXHHUYECKOH IOMOINM pa3BUBAIOIIMMCS cTpaHaM. BectHuk MockoBckoro ynusepcutera. Cepust 25.
MexryHapoaHbIe OTHOIIECHUS U MUpOBas nosmtuka. 2012. Ne2. C. 126-157.

Inaugural Addresses of the Presidents of the United States:

https://www.bartleby.com/124/pres53.html.

* QUADRENNIAL DIPLOMACY AND DEVELOPMENT REVIEW: ENDURING LEADERSHIP
IN A DYNAMIC WORLD (QDDR): https://www.usaid.gov/qddr.
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Despite all the actions aimed at the final formation of the ODA Institute, the scope and
scale of foreign support varied depending on the political situation in the United States, as well as
on the processes taking place in the rest of the world. In particular, in the early 80's, military aid
became relevant again, as the recipient countries, on the one hand, did not want to fall under full
economic dependence on Washington, on the other hand, the methods no longer justified
themselves in practice, in particular, during the Vietnam war”.

However, in the 80's, liberal trends became relevant again, and US President Ronald
Reagan noted the need to implement economic policies in recipient countries that would promote
the development of market relations, free trade, as well as strengthening socio-political
institutions. The collapse of the Soviet Union did not make serious adjustments to the strategy of
the ODA, since most of the States that gained independence declared the need to establish a
democratic system and a market economy in their countries.

From that moment on, the ODA bodies were guided by the politicentric model of
development of the recipient country, the axis of which was political development — the key link of
economic and social prosperity®. The reason for this evolution was, first of all, the approaches of
neoinstitutionalists, who advocated the strengthening of the rule of law and the fight against
corruption. Secondly, the views of the US political elite have had a significant impact on the “third
wave of democratization” and the need to support it through policies promoting democracy’.

In any case, in the mid-90s, the absence of a geopolitical rival began to have an impact on
the logic of the ODA, in particular, in optimizing expenditures allocated for foreign aid. If at the
beginning of the 90-s about 27 billion dollars were allocated for the ODA, then with the advent of
the new Millennium this figure has decreased to 20 billion dollars.?

The most important event that paved the way for upcoming financial assistance directly to
the Nagorno-Karabakh Republic was the joint adoption of the “Freedom Support Act” in August
1992 by the House of Representatives and the Senate. According to the document, the need for
assistance from the United States to the post-Soviet states in order to create and maintain a
democratic system of government and a liberal economy was declared. Since 1998, the Nagorno-
Karabakh Republic has officially received annual financial assistance from the United States.
Below is a column table of the expected and officially received amount from the United States,
indicating the date and purpose of receiving funds (n/a — no data available).

Year The Actual

expected amount Purpose

amount (min.)

(min.)
1998 12,5 55 For victims of conflict
1999 7,5 3,5 To reconstruction and other activities related to a
peaceful settlement
2000 n/a 2 To implementation of confidence-building measures
and other measures to promote a peaceful settlement

® Roper J. John F. Kennedy and Lyndon Johnson. In US Foreign Policy and Democracy Promotion:
From Theodore Roosevelt to Barack Obama. Michael Cox, Timothy J. Lynch, and Nicolas Bouchet. P. 103-
120

® DEMOCRACY AND GOVERNANCE: https://pdf.usaid.gov/pdf docs/PNABL224.pdf

" Huntington, Samuel P. "Democracy's Third Wave." Journal of Democracy 2.2 (1991)

8 Query Wizard for International Development Statistics: https://stats.oecd.org/qwids/
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2001 n/a 4 To implementation of confidence-building measures
and other measures to promote a peaceful settlement

2002 n/a 2 To implementation of confidence-building measures
and other measures to promote a peaceful settlement

2003 5 2 To satisfaction of current humanitarian needs

2004 5 2 To provide humanitarian and emergency assistance

to meet the basic needs of the population, including
drinking water supply programmes

2005 3 2.5 For humanitarian and emergency assistance

2006 3 3 For humanitarian and emergency assistance

2007 3 2 To implementation of confidence-building measures
and other measures to promote a peaceful settlement

2008 6 2 To solve current humanitarian problems

2009 8 2 To solve current humanitarian problems

2010 8 2 To solve current humanitarian problems

2011 n/a 2 n/a

2012 n/a 2 n/a

2013 n/a 2 n/a

2014 n/a 2 n/a

2015 n/a 2 n/a

Total (1998-2015) 445

Figure 1. Legislative History of U.S. Assistance to Nagorno Karabakh®

If we analyze the goals of allocating funds, it becomes clear that they are based on the logic
of geopolitical interests of USA in the South Caucasus. In the late 90's, in order to implement
energy projects in the region, the Americans were interested in stability, in democratic systems, as
well as in preventing possible military clashes. Interests have undergone certain modifications
since the events of September 11, 2001, when there was a need for decisive measures in the fight
against terrorism. In addition, Azerbaijan had announced its accession to the UN anti-terrorist
measures. It was in this context that US President George W. Bush sought to suspend Section 907
to the “Freedom Support Act”, which prohibited providing military assistance to Azerbaijan. The
confirmation of the aforementioned is the data of the decrease in the amount of financial subsidies

® https://anca.org/assets/pdf/misc/US_assistance to NKR.pdf.
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since 2002. In this context, it is necessary to take into account the fact that the development and
adoption of the state budget and expenditures is carried out during the previous year.

Another factor that has influenced and continues to influence the reduction of foreign aid is
the arrival of President Donald Trump in the White House, who during the presidential race
announced about the need to reduce subsidies to international organizations and individual states
from the US. The Congress has been and continues to be a deterrent in this context, which, in
particular, has become an insurmountable barrier for Trump in cutting the share of foreign aid in
the US budget for 2019%.

The reduction of financial assistance to Artsakh in a number of areas also has other reasons.
In particular, the company HALO Trust, which has been carrying out mine clearance in the
territory of Artsakh since 2010, received about 11 million dollars from the United States in
general, which allowed to clear agricultural land from unexploded shells, and this led to a
reduction in the number of civilian casualties by 80%"". It should be noted that the largest amount
of financial subsidies was allocated in 2017, which was 3.5 million dollars, and the reason for the
possible reduction in funding could be the fact of mine clearance of 95% of territories.

In March 2020, 73 congressmen sent a letter to the Appropriations Committee with a
proposal to allocate $ 100 million in financial assistance to Armenia and $1.5 million to Artsakh.
The purpose of financial assistance to Artsakh was again related to mine clearance program. At the
end of the month, the US presidential administration announced a reduction in aid to Artsakh,
which, according to international expert Suren Sargsyan, was done not only because Armenia and
Artsakh are not priorities for Trump’s administration, but also because foreign aid in general is not
a priority for them. In addition, the possibilities of the Armenian lobby to oppose the approval of
this decision are very limited due to the situation with the spread of the coronavirus*?. The thing is
that the main tools of lobbying — promotion of the issue in person, stocks and pickets — are not
possible in the conditions of quarantine caused by a virus. Lobbyists will also encounter
significant difficulties in the information field, which as of April 2020 is almost completely filled
with materials about COVID-19.

In our opinion, the coronavirus and the introduced pandemic are the cornerstones on which
it’s necessary to build a scenario for future economic relations between the United States and
Artsakh. In the “new” world that will be established after overcoming the peak of CAVID-19, the
main goal of the Armenian lobby and political structures of Armenia and Artsakh will be to find
common interests with their American counterparts.

The main areas where Armenian producers have the opportunity to use the resources of
their own country are medicine and agriculture. These sectors of the economy make the possibility
to not only export products abroad, but also to provide their own population with basic necessities,
both at a normal pace of life, and in conditions of crisis and closed borders. As mentioned earlier,
the United States are interested in the continued development of the South Caucasus countries and
in overcoming military and economic crises. Therefore, it is necessary to do everything possible to
increase the role of Artsakh in maintaining stability in the region, especially in times of crisis. The
Republic of Armenia, for its part, should develop mechanisms to promote the development of
agriculture and medicine in the territory of Artsakh, with the condition of constant and

10 Tpamnm nNpeTOKMT COKpATHTh HHOCTDAHHYI) [OMOIIb U  COLMATBHBIC IPOTPAMMbI:

https://www.golos-ameriki.ru/a/trump-slashes-foreign-aid-cuts-safety-net-programs-in-new-budget-proposal/
5281342.html.

1 UUL oqunupynip dhpwn bnbp B Qwpwpwnnud  hpwlwlwgynn HALO-h  dpwgnbph
hpdUwynup, npw nwnwnptgnuwp Yuinhwh HALO-hU qguwihnpBl Uwgbgul] wphuwwnwuputnp
Awnpwpwnned: https://www.aravot.am/2019/08/17/1060904/:

12 «UUL-h" Upgwhuht ogunipjwl tnpwdwnpdwl dpwghpp wwhwwlbin pwpn b hubnw:
https://www.aravot.am/2020/03/28/1102496/:
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uninterrupted supply of products to the territory of the Republic of Armenia with the possibility of
exporting them.

We believe that the upcoming US presidential election, which is scheduled for November
3, 2020, will not affect the increase in subsidies to Armenia and Artsakh, unless the Armenian side
offers and substantiates alternative ways to receive financial support. The fact is that the current
US President has not declared his intention of changing the main logic of his policy. As for the
main opponent of Donald Trump — Joe Biden - in this case there are both positive and negative
factors for Armenia and Artsakh. On the one hand, Biden is a member of the US Democratic
Party, which has supported other countries and international organizations more often than
Republicans. On the other hand, Biden says that it is necessary to continue the fight against
terrorism in the Middle East, so the logic of external support will be based on the factor of
ensuring security, mainly by military means. In our opinion, Armenia, as a member of the CSTO,
will be in a difficult geopolitical situation if it decides to participate in anti-terrorist operations and
receive military support from the United States.

At the end of March 2020, it was announced that the United States will allocate $ 1.1
million to Armenia to fight against the coronavirus and its consequences. Delegation of the
European Union to Armenia declared that the EU will provide assistance to Armenia in the amount
of 51 million euros, which will be used to purchase medical equipment, advanced training of
medical staff, as well as for supporting small and medium-sized businesses*®. This kind of
assistance can become a precedent for future subsidies on mutually beneficial terms with the aim
of development of medicine and agriculture in the territory of Armenia and Artsakh.
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B EC npeaocraBuT  Apmenmn 51 MiH.  eBpo  Ha  OOpe0y C  KOPOHAaBHUPYCOM:
https://newsarmenia.am/news/armenia/es-predostavit-armenii-51-min-evro-na-borbu-s-koronavirusom/.
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Spduwpwntp’ Upgwhu, UUL, USAID, phuwluwlwl oqUnipinil, Ynpnbwgpnneu,
wnlinbGuntpyncl, thnfuwlybnwncd:

TPAHC®OPMAILIYSA CTPATETHA AMEPUKAHCKOM ITOMOIIA
APIIAXY B KOHTEKCTE HOBOM SKOHOMHWYECKOM
IMOJIMTUKHU IPbI POST-COVID

MAPTYH A3ATSH
acnupaum xagheopvl MeHcOyYHaAPOOHBIX OMHOUEHUTL
Poccuiicko-Apmsancrkoeo Yuueepcumema,
2. Epesan, Pecnybnuxa Apmenus

CraTbst paccMaTpUBaeT MNPEANOCBUIKM HIEH COACHCTBUS MEXAYHAPOIHOMY DPa3BHTHIO
(CMP) u npouiecca ero npeoOpazoBaHusi B OTACIBHYIO OTpPacib MEXIyHApOIHBIX OTHOLICHUH Ha
npumepe CILIA. Ananuzupyercs criennprka aMepUKaHCKOM MOJIEPIKKH Apliaxa B COOTBETCTBUU
¢ uarepecamu CIA nHa FOxxHOM KaBkasze.

Lens wuccrnenoBaHWs — BBIABICHHE BO3MOXHBIX TpaHChOpManUi aMEpHUKaHCKHUX
ACCUTHOBAaHMH ApHaxy B H3MEHSAIOMIMXCS PEATHAX MHPOBOH SKOHOMHYECKOH CHCTEMBI, YTO
MO3BOJINT BHIPAOOTATh PEKOMEHIAIMM JUI Pa3BUTHs Hanboliee BOCTPEOOBAaHHBIX OTpaciei
NPOM3BOJICTBA B YCIOBHSX MaHJIEMHH. B craThe HCHOIB30BaHBI METOMABI SMIIMPHIECKOTO
(cpaBHEHHE) M TEOPETHUECKOTO (aHaJNM3 M CHHTE3) MccieoBaHus. Ha ocHOBe cpaBHUTENBEHOTO
aHaIM3a €XErOHBIX BBIIUIAT JICJIAETCs 3aKIF0OUSHUE, YTO pa3Mep M HaIPaBIEHHOCTh (DMHAHCOBOH
MIOMOIIIX 3aBUCST OT HEOOXOIMUMOCTH HOJIEP KAaHHS MPOIiecca YCTOMYMBOTO Pa3BUTHS B PETHOHE.
PaccmaTtpuBaeTcs BIHMAHHE IaHAEMHUM KOpDOHABHpyca Ha pa3Mep JOTallui, JAenarTcs
MPEIOKEHHS TI0 YCHIICHHIO CEeNbCKOXO3SHCTBEHHOIO M MEAMIIMHCKOTO CEKTOPOB Apraxa it
YBEJIMYEHUS MOOWINM3AIMOHHOTO TMOTEHIMana crpaHel. Kak pesynprar, Aprax u ApMeHHS
MIOBBICST CBOIO POJb  KIIFOUYEBBIX WIPOKOB B JI€J€ COXPAHEHUS CTaOMIBHOCTH B PETHOHE U
obecrieyar HaceJIeHNE CTPaH MPOAYKIHEH epBO HEOOXOAUMOCTH B CIIydae 3aKpbITHS TPAHUIL.

KaroueBbie caoBa: Apyax, CILIA, USAID, ¢unancosas nomows, koponasupyc,
IKOHOMUKA, MPAHCHOPMAYUS.
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