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Peace Research Institute (Sweden).

1. Presentation of SIPRI and your field of study:

Mr Petter Stalenheim:

Stockholm International Peace Research InstitulleRg was established in the mid 1960’s by the
Swedish parliament to be a source for unbiasedrirdtion to base international disarmament
negotiations on. Over its forty years of exister8#RI has gained a worldwide recognition as an
unbiased and reliable source of data and analys07, SIPRI was recognized as on of the “Top
30 Global Go-to Think Tanks’ in a survey by the b&ed Foreign Policy Research Institute.

My expertise lies in military expenditure and | kaa regional focus on Asia and the Russian
speaking part of the world. For the forthcoming RBlIFFearbook 2008 — Armament, Disarmament
and International Security | have written a piecetlve driving forces behind military expenditure

in the South Caucasus.

Mr Lachowski:

Established more than 40 years ago, SIPRI is agpentdent international institution dealing with
problems of peace and conflict, particularly tha$earms control and disarmament. Its research
consists of three large areas: politico-militarycisdgy and conflicts; military spending and

armaments; and non-proliferation, arms control disdrmament.
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| come from Poland and have worked in the Instifatel7 years. | am a senior research fellow in
the programme of Euro-Atlantic, Global and Regior&dcurity and the project leader for

conventional arms control at SIPRI.
2. At the moment, how is the political and socialation, in the Azerbaijan area?
Mr Lachowski:

| cannot say that | am an expert on Azerbaijarifitk&ke other countries in the region it findset

in a complex dilemma being placed in a quite vidatilieu, between Russia and the increasingly
present West, whether it is the USA, NATO or the. Relations with Russia are difficult,
especially due to the latter's support for and liarece with Armenia and the lack of progress on
Nagorno-Karabakh. However, Azerbaijani-Russian ti@ig are not inimical, e.g. Russia has
military installations on its territory (the Gabakdar facility). On the other hand, while Azerhaij
has officially chosen ‘the path of Euro-Atlanti¢degration’ it is still neither eligible for membéip

in either European security organization nor wylito heartily apply for it. Its undemocratic (in
Western terms) credentials will remain the maintatie in joining fully the OSCE acquis. The
wealth stemming from the exploitation of oil fieldsnot used economically. Apart from corruption
enriching the domestic elite circles, at the expewisthe society, the money increasingly goes into
armaments. (Reportedly much more resources go ramaents than to improving the social
conditions of soldiers.) Whoever, Azerbaijan or Amma, started the militarization drive in the

South Caucasus, Azerbaijan can afford to and dsthtsodefence spending.

3. What about the military expenditure in this maoin@ Azerbaijan and Armenia? is it

increasing?
Mr Petter Stalenheim:

Military expenditure in the South Caucasus is iasheg very rapidly, this is especially due to the
increasing trend in Azerbaijan but also Armenia @w®brgia is increasing at a rate higher than the
world average. During the past years, Azerbaijas déxerienced a rapidly improving economic

situation mostly due to its vast energy revenudsalso partly due to economic reforms conducted
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in the 1990’s. This windfall of resources has palien put into the armed forces and it is now the
explicit ambition of President Ilham Aliyev to irease Azerbaijan’s military expenditure above the
total government budget of Armenia. In 2006, thioreal for the very high increase in military

spending was said to be that Russia covertly stgpg@rmenia by moving some of the equipment
from the emptied bases in Georgia into Armenia.ngf¥é@ was true that some of the equipment was
moved to Russian bases in Armenia, it has beentidpvhether it could be used by Armenia at

least Russia claims that this would not be the.case

The rapid increases in 2007 and 2008 has on thex bind been argued for more directly with an
edge towards a military solution to the restiveflioinin Nagorno-Karabakh. It has been said that
the build-up of the Azeri armed forces is meangite Azerbaijan a better negotiating position and

the ability to solve the issue by force if needed.

Also Armenia has increased their military spendiliging the past years but not as ferociously as
Azerbaijan. As Armenia lacks the energy resourbas Azerbaijan has and also has been put under
embargo by Azerbaijan and Turkey, it is surpridingt its economy has been growing as fast as it
has. This is largely due to economic reforms in 1980’s and to vast remittances from the

Armenian diaspora.

4. From which countries are they importing or supgul? Are there any country like

US or Russia have any influential to Azerbaijardanenia in relationship with arms controls?
Mr Petter Stalenheim:

Armenia and Azerbaijan both get basically the samunt of military aid from the USA. In
addition, Armenia is thought to receive militarydafrom Russia and Azerbaijan is getting
considerable help from Turkey. Strangely enougmduia is also cooperating militarily with Iran.

This is not any exhaustive list though.
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Mr Lachowski:

Russia is the most influential actor in the regaomd seeks to play the role of an honest broker
between the two countries (not always the equitabl). It maintains its presence in both countries
and tries to contain more aggressive moves anmidas of its former clients. Moreover, both the

West and Eastern Europe bring political pressureetar on the two nations’ conduct through the
CFE, OSCE, EAPC and other mechanisms. As longegsate interested in keeping closer to either

to Russia or to ‘Europe’, these leverages seene telatively effective.
5. How is the situation of conventional arms conitidhe area?
Mr Lachowski:

In the context of continuing tensions in their telas, until 2000/2001 Armenia and Azerbaijan
both exceeded the agreed maximum levels of heawgraents under the Treaty on Conventional
Armed Forces in Europe (CFE). Later the USA has alginted to other improprieties by these
countries in their compliance with the treaty, dmith states have traded accusations of non-
compliance by the other side. In 2006 Azerbaijaceoagain notified the other states parties that it
had exceeded its maximum levels of holdings in sasukd heavy artillery pieces. Alongside sharp
increases in military expenditure and accompangiigarization in the South Caucasian countries,
this gave rise to international concerns. The speat an accelerating arms race in the region
coincided with the NATO-Russia crisis over the CHEaty in 2007. Azerbaijan initially argued
that the increase in its weapon holdings resultethfits armaments modernization process and
delays in the removal of old equipment. At the saime it accused Armenia of keeping substantial
unaccounted-for amounts of heavy armaments in Magkarabakh—amounts higher than its
entire national entitlements under CFE.

These mutual accusations are nothing new. Russiai® to ‘suspend’ its CFE compliance was
used as a pretext by Azerbaijan to indirectly ssggkat it could increase its national weapon
guotas. Eventually, in a political statement thame out of the last year's Madrid OSCE
Ministerial, the two states agreed to continue dngoing negotiation on the settlement of the
Nagorno-Karabakh conflict. But no breakthrougmishe offing.
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6. How is the military expenditure in relation wittagorno Karabakh problem?
Mr Petter Stalenheim:

Armenia did ‘win’ the war over Nagorno-Karabakh kvAzerbaijan in the beginning of the 1990’s
and the de facto authorities of Nagorno-Karabalkhreow with the help of Armenia holding not
only Nagorno-Karabakh but also important land areaseighbouring provinces inside Azerbaijan.
The Armenian armed forces are so far seen as monerful than the Azeri one but their
advantageous position is also due to that they kapprtant heights around Nagorno-Karabakh,

which are easy to defend.

Armenia’s armed forces are also said to be moravated than their underpaid and mistreated

Azeri counterpart.

All of this is slowly changing as Azerbaijan is tyeg better equipment, reforms their armed forces

and pays their forces better.

7. Are there any implication between military exgeure or conventional arms and
Azerbaijan BTC pipeline?

Mr Lachowski:

| cannot say anything on the direct impact of tH&CBon arms control. The situation, however, can

change in case of a conflict between the two regjiantors.
Mr Petter Stalenheim:
There is a clear link between the high and increpsiilitary spending in Azerbaijan and the need

to protect oil and gas resources in the Caspialomeand transport routs. This is secondary to the

Nagorno-Karabakh issue though.
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8. Could be possible new a conflict between Armamid Azerbaijan?
Mr Petter Stalenheim:

It is definitely not impossible with a conflict ve¢en Armenia and Azerbaijan but I'm not the right
person to predict this. It has way too much witiméstic politics of the two countries and their
elections to do. It is for instance not impossitdlesee the recent skirmishes as an attempt to shift
the national focus away from the discussions owessible irregularities in the election. Also
Azerbaijan has an election coming up and this majeb have an effect on the openness for

negotiations and willingness to fight. You will feto find information about this elsewhere.
Mr Lachowski:

Well, regrettably one cannot exclude such a pdggibWe already have to do with a ‘low-
intensity’ or ‘frozen’ conflict there. The memory the hostilities of the 1990s remains fresh. The
issue of Nagorno-Karabakh is far from being restMastead of strong political will, jingoism
seems to prevail. Recently we have witnessed rethemiaor clashes between the two sides. In
such a volatile environment, with Russia underngnamms control obligations and the growing
militarization of the policies leading to an arnece, the spectre of a conflict becomes more and

more imminent.
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