ACNIS Policy Brief
Number Two

April 2009
The Armenian Center
for National and International Studies
ACNIS POLICY BRIEF
Number Two
April 2009

THE MILITARY BALANCE OF POWER
IN THE SOUTH CAUCASUS

Richard Giragosian
ACNIS Director

RUSSIAN FEDERATION

TURKEY




ACNIS Policy Brief
Number Two
April 2009

Summary

Nearly eight months after a brief but deadly war in Georgia, the outlook for security
and stability in the South Caucasus remains far from certain. The August 2008 war
between Georgia and Russia dramatically altered the geopolitical landscape of the
region, consolidating a clear reassertion of Russian power and influence and forcibly
“resolving” two of the region’s three formerly “frozen” conflicts. The Georgian war
also raised new doubts over Georgia’s strategic role as the regional “center of gravity”
for the West and effectively ended Georgia’s hopes to join the NATO alliance within a
broader context of regional security and stability.

But the August 2008 war further demonstrated a dramatic shift in the region’s delicate
balance of power, which has already reconfigured the threat perception and military
posture of the region. More specifically, the changing nature of the regional military
balance of power is compounded by two factors:

(1) a sustained increase in defense spending, which has only impeded and
subverted the course of reform and development in the region, and

(2) an overall trend of “militarization” in the region, with the amplification of
militant discourse and threats of war heightening tension and increasing the
danger of renewed military hostilities or war.

A Regional “Arms Race”

The emergence of a virtual “arms race” in the region first started in 2004, as annual
defense-related expenditures increased annually. Although the precise composition of
military spending differs among each of the three countries of the region, the defense
spending has steadily and consistently increased over the past five years, with each
country devoting an ever-larger share of limited revenue and resources to defense
spending.

Despite Azerbaijan’s larger defense budget, the largest increase in defense spending in
the region has actually been in Georgia. While Georgia’s increased defense spending
was linked to the country’s strategic priority of closer integration into Western security
institutions, reflected by its desire to join NATO, there are new concerns over the
implications of any further efforts to rebuild the Georgian armed forces in light of the
aftermath of the August 2008 war and the loss of Abkhazia and South Ossetia.
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Azerbaijan has also implemented a steady and serious increase in its defense budget,
largely driven by the influx of wealth from its energy sector. Most notably, Azerbaijan
has increased its defense budget from $175 million in 2004 to almost $2.5 billion for
2009. But given the extent of corruption within the country, the increase in the annual
defense budget has not been used to either invest in developing or training a more
capable armed forces, or for procuring modern military weapons. A similar, but much
less substantial, increase in defense spending has also been underway in Armenia,
largely due to the pressure of feeling compelled to keep pace with Azerbaijan. But
Armenian defense spending has been the lowest in the region, with Azerbaijan
spending five times more than Armenia on its military for 2009 (see chart below).

The South Caucasus: Regional Military Spending (2004-2009)

Year Armenia Azerbaijan Georgia
2009 $495.3 million $2.46 billion N/A
2008 $370 million $2 billion $572 million
2007 $273 million $1.3 billion $575 million
2006 $166 million $700 million $218 million
2005 $136 million $300 million $146 million
2004 $81 million $175 million $60 million

Sources: SIPRI Database, Jane’s Information Group,Radio Free Europe/Radio
Liberty (RFE/RL), local sources

The Shifting Military Balance of Power

Since the August 2008 war in Georgia, the shift in the region’s already delicate balance
of power has become apparent, actually presenting an even more serious challenge to
regional stability and security. In light of the virtual “arms race” in rising defense
spending, the danger of a new wave of rearmament, amid an overall climate of
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militarization, suggests that any change in the fragile military balance of power in the
region could pose a serious threat to security. And with Nagorno Karabagh now the
sole unresolved or “frozen” conflict in the region, any new imbalance of military power
threatens the capacity for maintaining relative peace and stability in the region.

In addition, there is a related worry over the long-term impact from such a
militarization of the region, especially for Armenia, as Azerbaijan has been using its oil
wealth to fuel ever-larger defense budgets. Most worrying for Armenia, the constant
drone of Azerbaijan’s militant rhetoric to “solve” the Nagorno Karabagh conflict by
force has been bolstered by several years of billion-dollar-plus defense budgets. That
combination of militant rhetoric and military spending now poses one of the most
serious threats to regional security and stability.

Assessing the Armed forces of Armenia and Nagorno Karabagh

For the past fifteen years, Armenia has been consistently rated as one of the most
formidable military powers among all of the former Soviet states. Armenia’s military
prowess is generally identified traced to its high level of discipline, morale and
training, although Azerbaijan’s potential as a military power suggests that Armenia is
in danger of losing its comparative edge within the coming decade, necessitating a
much more intensive program of military reform.

In many ways even surpassing the highly rated Armenian armed forces, the Nagorno
Karabagh military is assessed as an even more capable and professional force. Despite
its small size, the Karabagh army is in a state of constant readiness, undergoing more
serious and sustained combat training and operational exercises than any other former
Soviet army. But the most significant advantage for Karabagh is in terms of unit
morale, marked by an impressive degree of professionalization and discipline within its
ranks. The Karabagh forces also hold a degree of self-sufficiency and a significant
small-force capability, are relatively well-organized and equipped, and enjoy a high
degree of training and leadership. There is also a high degree of operational readiness
and consistent maintenance of its combat systems and equipment.

At the height of the conflict with the much larger Azerbaijani armed forces, the
Karabagh armed forces became rapidly seasoned in defensive warfare, developing and
enhancing its native capabilities as mountain troops skilled in guerrilla warfare
techniques. These special operations capabilities were combined with impressive unit
mobility. Exceptionally well armed, these mobile units specialized in traditional special
operational warfare, with quick confrontations utilizing overwhelming firepower. Large
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campaigns and engagements were launched only rarely, as the Karabagh forces
prudently relied on their operational and tactical advantages of mobility and fast attack.

Karabagh anti-aircraft defense, utilizing surface-to-air missiles (SAMs) and other
similar ground-launched weapons, inflicted a heavy toll and tempered Azerbaijan’s air
superiority in the early stages of the conflict. The mountainous terrain and related
climate in Karabagh were also detrimental to any effective air campaign and
demonstrated the situational awareness and operational command of the Karabagh
forces. The combination of these factors effectively marginalized the Azerbaijani
numerical advantage in infantry and artillery during the war.

The other significant advantage of the Karabagh forces is the quality of its officer corps
and its strategic leadership. During the conflict, the clear majority of the Karabagh
officer corps included seasoned and well-decorated veterans of the Soviet military,
many with significant combat experience in Afghanistan that was applied in specific
operations. The Karabagh military is predominantly a ground force, with a minor
helicopter component currently inoperable. The Karabagh Army is a dynamically
developing and combat-ready force with effective command and control and endowed
with border guard, air defense, heavy and light artillery, mechanized infantry,
engineering, intelligence and special operations units.

Karabagh holds a robust ground-based air defense capability, however, although any
significant combat air support must be provided by Armenia. The Karabagh force
operates predominantly along Soviet operational lines, using former Soviet and Russian
equipment. The equipment holdings of the Karabagh forces are significant and continue
to be reinforced. The equipment is well-maintained, although there are sporadic repair
problems and some shortages of spare parts for its tanks and armored personnel
vehicles. As both a formidable foe and as an established military power in its right, the
Nagorno Karabagh military serves as critical component to the regional balance of
power, however, and its military strength and capability acts as a deterrent to the
possible resumption of hostilities. In this way, the Nagorno Karabagh Army actually
contributes to regional stability in the South Caucasus. The Karabagh Army is also the
main guarantor of security and, due to its stated policy of abstaining from politics,
defends the constitutional order and serves the democratically elected government of
the Nagorno Karabagh Republic (NKR).

For the time being at least, Nagorno Karabagh remains fairly secure, mainly due to the
impressive professionalism and high state of readiness of the Karabagh military, in
contrast to the generally poor state of affairs within the Azerbaijani armed forces. Most
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crucially, the tactical advantages of the Karabagh military’s well-entrenched defensive
fortifications also deter Azerbaijani aggression in the medium-term.

The Azerbaijani Armed Forces

In contrast to both Armenian and Nagorno Karabagh, Azerbaijjan has a military that
remains weak and poorly equipped. With an overall strength of some 72,000 men in
uniform, the Azerbaijani Army is considerably larger than its neighbors. But its army
continues to face a significant set of internal constraints, all of which stem from the
fundamental problem of corruption. Related problems within the Azerbaijani armed
forces include low morale, poor living conditions and inadequate supplies. But
Azerbaijan has clearly emerged as a rising power and within five to ten years, will most
likely be the dominant military within the Caspian region.

Lastly, Georgia has the smallest force in the region, numbering only about 17,500
active duty personnel. But despite its still small size, the Georgian government has
embarked on a serious path of defense reform, bolstered by its continued military ties
with the US and by the promise of approaching membership in the NATO alliance.
This Georgian commitment to forging a new military capability was rooted in its
strategic desire to restore statechood and territorial integrity. Georgia has made some
progress in reforming its armed forces, although that effort was shown to be ineffective
and incomplete during the onset of the August 2008 war.

Conclusion

Against the backdrop, it is clear that the military balance of power has returned as one
of the most crucial considerations for regional security and stability. But at the same
time, the real imperatives for regional security and stability are, nevertheless, internal
in nature and depend far more on institutional legitimacy, the rule of law and good
governance, and on local economics and politics than grand geopolitics.

Richard Giragosian
ACNIS Director
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