FULAEL BMEIULP ZUUTLUUC Tk, UPQUQAUSHL ZUMULEMNRISNRULLEL, RSUNULTUSHSNRBNRL

2022, Ne 2, 73-83 LPunupughunipintl
https://doi.org/10.46991/BYSU:D/2022.13.2.073

AZERBAIJAN: DIVERSIONARY WAR THEORY
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The conflict between Armenia and Azerbaijan in Nagorno-Karabakh is one of the
most intractable interstate in the Post-Soviet region. As such, analysis of the factors
underlying the conflict has captured the attention of political scientists and pundits
alike. Deemed largely a frozen conflict since the mid-1990s, speculations currently
abound concerning reasons behind sporadic and large-scale flare-ups since 2015. One
line of reasoning leverages the concept of “diversionary war theory,” which states that
interstate warfare is often initiated by the incumbent leadership of at least one party to
the conflict that is facing strong domestic pressure, with the goal of creating a rally
around the flag effect and proving leadership competence. In particular, many posit that
increasing fighting, most notably exemplified by the April 2016 clashes and the 44-day
war in 2020, is a direct consequence of declining oil prices and the resulting economic
woes in Azerbaijan. We set out to examine this theory using through a data scientific
approach, employing proxy indicators for economic and social stability, oil price fluc-
tuations, and diplomacy-warfare dynamics surrounding the Nagorno-Karabakh issue.
Since the proliferation of mass media and advanced machine learning algorithms for
natural language processing, we have the capacity to generate granular and nuanced
insights concerning conflict dynamics, using open - source intelligence such as news or
social media. As such, we leverage the Global Database of Events Language and Tone
(GDELT) to quantify relative levels of diplomacy, warfare and social unrest. Our re-
search shows a stark shift in the relationship between conflict dynamics and the eco-
nomic situation in Azerbaijan before and after 2014. After 2014, warfare and diplomacy
dynamics had a strong negative correlated with the difference between the breakeven oil
price set by the government of Azerbaijan to balance its budget and the price of oil in
international markets.

Keywords: Nagorno-Karabakh conflict, diversionary war theory, mass media, oil price,
machine learning, natural language processing

Background

According to the theory of diversionary war, adverse domestic conditions
may motivate leaders to divert public discontent and galvanize support (Rally
Round the Flag Syndrome) by initiating armed confrontations, often against
ethnic minorities [1]. The theory gains traction for natural resource rich and
capital scarce developing economies that are vulnerable to fluctuations in com-
modity markets and impacts of the Dutch Disease Syndrome [2]. Collective
wisdom among elites in these authoritarian governments based on networks of
patron — client relationships financed through hydrocarbon rents contends that
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progressive economic reforms and economic diversification risk destabilizing
existing power structures. During sustained economic downturns they instead
opt to divert attention towards minorities or external forces, presenting them as
the primary culprits for hardship [3].

As presented in Table 1 Azerbaijan is a consolidated authoritarian regime
and petrostate, embroiled in an intractable conflict with ethnic Armenians that
claim their right for self — determination [4][5][6]. Episodic evidence corrobo-
rates the oft — cited theory that Azerbaijan uses the conflict in Nagorno-
Karabakh as a diversion from domestic discontent. For example, the April 2016
clashes — on of the most violent since 1994 — took place after Brent crude prices
fell below the breakeven fiscal oil price for Azerbaijan for an unprecedented
372 consecutive days, and precisely 1 day before the publication of the Panama
Papers. The Panama Papers were the largest ever leak in financial documents,
and prominently featured the illicit offshore holdings of the Aliyev family,
worth billions of US dollars [7]. The revelations risked exacerbating economic
discontent but were largely overlooked domestically as a result of unprece-
dented clashes on the line of contact. Conditions were similar in 2020, as oil
prices reached record lows and the public began voicing widespread discontent
concerning the economy. Heavy skirmishes took place along the border of the
Republic of Armenia in July 2020, and full — scale war broke out in September
27, 2020.

Table 1
Consolidated authoritarian regime and petrostate
Criteria Rank Source
Corruption 126/180 Transparency International
Democracy 146/167 Economist Intelligence Unit
Press Freedom 168/179 Reporters without borders

This paper presents a quantitative analysis of factors underlying this the-
ory. It leverages a novel multi — disciplinary approach that cross — examines
conventional economic indicators with unconventional data concerning diplo-
macy and warfare, obtained by applying Natural Language Processing models
on multi — language online news media. The chosen methodology is mathemati-
cally objective and completely reproducible — contentions that are difficult to
make for a vast majority of scholarship concerning ethnic conflicts.

This paper presents a quantitative analysis of factors underlying this the-
ory. It leverages a novel multi-disciplinary approach that cross-examines con-
ventional economic indicators with unconventional data concerning diplomacy
and warfare, obtained by applying Natural Language Processing models on
multi-language online news media. The chosen methodology is mathematically
objective and completely reproducible-contentions that are difficult to make for
a vast majority of scholarship concerning ethnic conflicts.
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The section entitled Quantifying Diplomacy and Warfare will describe the
unconventional data used to measure the intensity of diplomacy and warfare in
the Nagorno-Karabakh conflict, as well as the methodology employed to obtain
this data. The section entitled Economic Trends in Azerbaijan will explore eco-
nomic conditions in Azerbaijan over the last decade. The section entitled Econ-
omy, Diplomacy and Warfare will cross — examine data and trends described in
the previous two sections. Finally, the section entitled Conclusion will summa-
rize key insights and outline upcoming research in quantitative analysis of the
Nagorno-Karabakh conflict.

Quantifying Diplomacy and Warfare

To obtain granular quantitative indicators for abstract concepts such as di-
plomacy and warfare, we implement a methodology based on extracting struc-
tured knowledge from online news media. The Global Database of Events, Lan-
guage, and Tone (GDELT), is the world’s largest event — centered database. Its
crawls over hundreds of thousands of news articles from around the world every
day and uses robust Natural Language Processing models to extract events,
themes, locations, organizations, people and sentiment. For each event, GDELT
provides variables such as event type, nations involved in the event, event loca-
tion, event date, etc. To conduct our analysis, we query the GDELT event data-
base for all events recorded between Armenia and Azerbaijan, grouping them
into two groups — diplomacy and warfare. In table 3 we present the event types
which were used for our analysis.

Table 3
Diplomacy and warfare
Diplomacy Warfare
Appeal to others to meet or negotiate Fight with artillery and tanks
Demand meeting negotiation Fight with small arms and light weapons
Engage in negotiation Employ aerial weapons
Discuss by telephone Threaten conventional attack
Express intent to meet or negotiate Threaten with military force
Meet at a third location Threaten occupation
Sign formal agreement Threaten unconventional violence
Mobilize or increase armed forces
Use conventional military force
Use unconventional violence
Engage in mass killings
Kill by physical assault

Our metric for the level of diplomacy or warfare is the proportion of daily
events between Armenia and Azerbaijan that fall into each of the categories
above. Figure 1 represents the time series trend of those two categories starting
from 1991 to 2021. The graph is remarkably consistent with the actual dynam-
ics of the conflict, clearly showing an escalation in violence after 2014, after 20
years of relative stability when diplomacy dominated the agenda.
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Figure 1
Proportion of diplomatic and warfare events
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Economic Trends in Azerbaijan

We require highly granular data to describe the state of the economy of
Azerbaijan. Given its overwhelming reliance on the price of crude oil, we have
chosen the difference between the price of Brent crude and the annual fiscal
breakeven oil price set by Azerbaijan as our proxy for the state of the economy
of Azerbaijan.

As described by Antidze M., & Bagirova N. the Azerbaijani economy is
heavily reliant on oil revenues [8]. The green line in Figure 2 denotes the spot
price for Brent crude. The blue line in Figure 2 denotes the price of oil that the
government of Azerbaijan requires to balance its budget [9]. The orange line
denotes the difference between the green and blue lines. This figure clearly
illustrates that the government of Azerbaijan did not face extended periods of

negative breakeven differences until after 2014.
Figure 2
Brent Crude Prices and Azerbaijani Fiscal Breakeven Price Benchmark
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Figure 3
Time-series trend of CPI and GDP measures in Azerbaijan
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Figure 3 illustrates the effect of falling oil prices on the economy of Azer-
baijan [10]. In particular, as presented in Figure 2, the year of 2014 became the
cut-off point after which Azerbaijan periodically has experienced negative
breakeven difference. Therefore, it becomes clear the huge jump of consumer
price index and drastic decrease of GDP in Azerbaijan after 2014.

Furthermore, according to the World Bank, the economic decline resulted
in increasing poverty levels between 2014 and 2020. Record — low oil prices
and COVID — 19 related quarantine measures pushed poverty headcounts higher
still and the trend is expected persist in the forceable future. Migration rates to
Russia are a commonly cited proxy for poverty levels in the South Caucasus
[11]. The figures in Table 4 show that migration from Azerbaijan to Russia
increased by 17% between 2016 and 2019.

Table 4
Active Migrant Application from South Caucasus

Number of Active Migrant Applications to Russia
2016 2017 2018 2019
Azerbaijan 594902 633765 650080 694551
Armenia 631746 657648 641618 634336
Georgia 41603 47687 47341 51926

Figure 4 illustrates a step-like increase in the level of domestic political
unrest following the drastic drop of the oil price fiscal breakeven difference
below zero in late 2014. The peak in political unrest between 2015 and 2016
coincides with high consumer price inflation figures for those years (Figure 3).
Unrest declined after 2016, but never returned to pre-2014 figures. It is still
prone to spike as breakeven differences dip below or approach zero.

The oil price fiscal breakeven difference is a decisive factor in the eco-
nomic and socio — political stability and welfare of Azerbaijan. It is also a
uniquely reliable and granular time series, that enables robust analysis of trends.
We will therefore use it as a proxy indicator and study its relationship with war-
fare and diplomacy in the Nagorno-Karabakh conflict, to determine whether
empirical evidence suggests the diversionary theory of war hypothesis.
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Figure 4
Breakeven Difference and Domestic Political Unrest before and after 2014
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Economy, Diplomacy and Warfare
Figure 3 illustrates the relationship between diplomacy in the NKR con-
flict and the oil price breakeven difference. Figure 4 illustrates the relationship
between warfare in the NKR conflict and the oil price breakeven difference.
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These figures illustrate that after 2014, the oil price breakeven difference
has a strong positive relationship with diplomacy and a strong negative relation-
ship with warfare. Figure 7 provides correlations between said indicators for the
time periods before and after 2014.

Since Azerbaijan is a price taker in the oil markets, correlations between
oil prices and diplomacy or warfare in Nagorno-Karabakh indicate a one-way
direct or indirect impact of oil markets on the Nagorno- Karabakh conflict. Fig-
ure 7 shows the heatmap of correlation matrix described above. The primary
insights obtained from these heatmaps are as follows:

e Correlation between oil price breakeven difference and diplomacy grew
from 0.071 before 2014 to 0.74 after 2014. This shift is significant since in the
oil price breakeven difference went from having negligible influence on
changes in the intensity of diplomatic efforts before 2014, to explaining 74% of
linear change in the intensity of diplomatic efforts after 2014.

e Correlation between oil price breakeven difference and warfare flipped
from 0.3 before 2014 to -0.71 after 2014. The shift from positive to negative
correlation may implying strategic changes in the decision — making rationale of
the Azeri leadership and can be investigated further.

e Correlation between warfare and diplomacy strengthened from -0.3 be-
fore 2014 to -0.78 after 2014.

Figure 7
Correlation matrix of Oil Price Breakeven Difference, Warfare and Diplomacy
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Conclusion

Empirical evidence in the previous sections indicates that in the period af-
ter 2014, economic conditions within Azerbaijan were closely related to the
dynamics of diplomacy and warfare in the Nagorno-Karabakh conflict. The oil
price fiscal breakeven difference, our proxy for economic conditions in Azer-
baijan, has a strong positive impact on diplomacy and a strong negative impact
on warfare. The Nagorno-Karabakh region is devoid of any oil or gas reserves,
meaning that the impact of oil prices on conflict dynamics cannot be motivated
by direct economic gains. Furthermore, empirical evidence is in line with the
theoretical foundations of diversionary war theory as well as episodic evidence
of Azerbaijan’s pursuit of diversionary war on the strategic level. This intersec-
tion of theoretical, episodic and empirical evidence makes a strong case to move
beyond big data and conduct a thick data analysis of Azerbaijan’s economic
reliance on hydrocarbon resources and the destabilizing impact it might have in
the South Caucasus and beyond.

The paper also demonstrates a reliable methodology for applying Natural
Language Processing and time series analysis to explore topics in conflict stud-
ies, geopolitics and international relations. By employing deep learning models
for topic classification and machine translation to process vast quantities of
unstructured open source news media, we quantify abstract phenomena such as
diplomacy and warfare and enable data — driven, evidence — based research that
transcends human biases and cognitive limitations for processing vast amounts
of multi — language text. Our methodology is scalable and easily adaptable to
different contexts and we can leverage it to develop tools that track international
conflicts real - time. By leveraging other economic, political and social indica-
tors in our methodology, we can also develop tools that help forecast short —
term developments in geopolitical trends around the world.

The methodology introduced herein illustrates techniques to build granular
proxy metrics that describe the frequency and magnitude of a standardized tax-
onomy of political events. Such metrics can be further leveraged to build fre-
quency - severity models, with inspiration from the Loss - Distribution Ap-
proach prevalent in quantitative modelling of Operational Risk. The capacity to
reliably track similar risk metrics in granular time increments may help geopo-
litical stakeholders overcome shortcomings stemming from bounded rationality
and bias, and engage in decision - making that is more data - driven and evi-
dence based.
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ZBuLlhu Utrensuy, 4uzuu Uursprnusuy, arhanr ftehrauL-
8UVL — Upppkowl. phijkpupnl wunnkmugdf nkunippul puhwlpulwh JEpni-
Snipnilr — Lintwhtt Lwpwpwnh hwjuwdwpunipniip hbnjunphppughtt tiw-
puwdwopowth wdkbwpwpy hhdtwhwpgtphg b Zwujudwpunipjut hhdpnid
nuyws gnpéntiubiph YEpnidnipniup wpdwbwgt) L punupwugbntbph b thop-
dwgbwnubph nvpwnpmipjup: 1990-wjututph Ykubphg b yip hhdtwuiunid
uwunbkgyué hujudwpunnipyub yuwndwunubpp 2015 pulwuih upugnidhg ht-
unn puquiuphy putwpyndubph wehp pupdwt: dputghg dkfh tynipn «xqhybp-
uhnt uunbkpuquh nbumpui» hujkguljupgq E, npuntn woynd E, np dhowb-
nulul yunbkpuqup hwdw ujuynid b hwjudwpunipjut wnitduqi dky
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Unnup gnpdnn nhljunjupnipjut Ynnuhg: dbpght, pujudting tkppht nidtn
Lupdwl, tyyunul nith hwdwjudpl) dnnnyppht b wdpuyunt] hojpwbnipyub
hpwjwunipmiip: Uwubwynpuybu, swnbpp Jupsnud b, np wénn jupduw-
dnipnilp, npnughg wnwyk) niowgpuy ku 2016 puljwith wypphjjut puunid-
ukpp b 2020 pywuluih 44-opjw wwwbkpwqup, Ungpphowinid twyph qukph
wdudp yquyjdwtwnpjws nutntuwui jpunhpubph ninpuyh htnbwbph
Znpwsnid wyu nkunipnilp phinmid E wjujikph Jbpnisnipjul thengny
oquugnpskiny wmunbuwljub b unghwulwt Juyniunipjub, twyph qubph
nwnwunidubtph b LEntuyhtt Ywpwpwunh hhdtwhitinph onipe phywbwghunw-
Jut-yuunbpuqiuljut ghtudhul: Quuqusught jpunynipjut thongubph
njjuiubpp b phwluib (kqyh dpuljdub wpphwljut depbhwjuljut wignphpd-
ukph dhongny htwpwynpnipnitt niukup unbnstint Ynudihnutph nhwdh-
Yujh Jbpwpbppuy hunwl b dwipudwul gunlbpugnidibp oquugnpstyng
hwiupmpjuup hwuwubh wmjujutpp, hisyhuhp bt tnpnipmitubpp ud un-
ghujujut dbnhwi: Npwku wynuhuhtt ogunugnpénid tup Global Database of
Events Language and Tone (GDELT) -p' nhjwiwghinnipjul, yuwnbkpuqdh b
ubpphtt junnynipjut hwpwpkpujuwt dwupnpulubpp swhbne hwdwp: 2k-
wnwgnunipniip gnyg E wwihu 2014 pduwljuithg wnwg b hkwnn Unpphowtnid
hujudwpunmpniuubph ghtwdhlugh b mbnbuwjut ppughdwljh dholi thnju-
hwpwpbpnipniuibph Jupniy thnthnpunipinit: 2014 pduljuithg hbnn wywunk-
puquh b ghwbwghunipjut phtwdhjubt nidkn b pugwuwpwup thoplju-
wulgdws t tnkp Ungpplipwtth junwupnipjut Ynndhg vwhdwijws twyph
wjuwqugnyu quh b nfju; nupju twyph sntjuyuljut quh wwppkpnipjub
htwn:

Pwiunh punbp - LEnhughl Tuwpuwpunh hwlunfwpunnipndl, nphykpupni wunnk-

puqup mkunipmnil, qubqyusuyhl jpuunynipul honghkp, huyph ghl, JipEhupulub
mumgnud, plualpul jEqh Upwlnid

TF'EHPUK CEPI'OsIH, BAAH MAPTUPOCSH, T'PUT'OP BE3UPI'AHSIH —
A3zepoanoncan: Konuuecmeennwtii ananuz meopuu ousepcuonmou 6ounvl. — KoH-
dmukT Mexay Apmenuel nu AsepOaitmkanom B Haropaom Kapabaxe sBhseTcst oqHUM
W3 CaMbIX TPYIHOPA3PEIINMBIX MEXIOCYIapPCTBEHHBIX Ha IOCTCOBETCKOM IPOCTPAHCT-
Be. Takum oOpa3oM, aHaM3 (HaKTOPOB, JIKAIINX B OCHOBE KOH(DIMKTA, TPUBIEK BHHU-
MaHHe KakK IMOJUTOJIOTOB, TaK M dKcrepToB. KoHGIMKT, cCYNTaBIINIICS B OCHOBHOM 3a-
MOPOXEHHBIM ¢ cepeauHbl 1990-x To0B, B HacTOsAIIEEe BpeMs H300MITyeT TPEIToI0Ke-
HUSIMH O TPUYUHAX CHOPAJUYEeCKAX M KpYyMHOMAcIITaOHBIX Bembilmiek ¢ 2015 ropa.
JICHCTBYIOIIUM PYKOBOJICTBOM IO KpaiHEH Mepe OJHOW CTOPOHBI KOH(MIMKTA, KOTOpast
CTaJIKUBACTCS C CHJIBHBIM BHYTPECHHHM JABICHHEM, C IENBIO0 cO31aTh 3G (eKT cruioye-
HUsSL BOKPYT (uiara u JoKa3aTh KOMIIETCHTHOCTh PYKOBOJACTBA. B yacTHOCTH, MHOTHE
YTBEPIKIAIOT, YTO YCHICHHE OOCBBIX NCHCTBUM, HAaMOOJICe SIPKUM MPUMEPOM KOTOPOTO
SIBJIIIOTCS CTOJIKHOBeHUS B ampese 2016 rona u 44-guesHast BoiiHa B 2020 rofy, siBiis-
eTCsI TIPSMBIM CJICICTBHEM CHIDKCHHUS [IeH Ha HEe(Th M BBI3BAaHHBIX 3THM >KOHOMHYE-
ckux mpobaem B AszepOaiimkane. Mpl pelIiiid U3yYUTh 3Ty TCOPHIO, HCIIOJIB3YS Hayd-
HBIH TIOAXOJ K JaHHBIM, HCIIOJB3YsI KOCBEHHBIC MHAMKATOPHI SKOHOMHYECKOW M COIH-
aNbHON cTaOMIBHOCTH, KOJIeOaHus IIeH Ha HeTh U AMHAMHUKY TUINIOMAaTHYECKUX BOIH,
CBSI3aHHBIX ¢ Tpobnemoii HaropHoro Kapabaxa. C pacnpocTpaHeHHEM CPENICTB Macco-
BOW MH(MOpMAIMK U TEPEJOBBIX AITOPUTMOB MAIIMHHOTO OOYYeHHs i 00paboTKH
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€CTECTBECHHOTO sI3bIKa y HAC MOSBHIACH BO3MOXXKHOCTh T€HEPUPOBATH JICTATU3UPOBAH-
HBIC W JICTAJBHBIC CBEJCHUS O JUHAMHKE KOH(IMKTOB, HCIONB3Ys pa3BeIJaHHBIC U3
OTKPBITBIX UCTOYHUKOB, TAKUE KaK HOBOCTU HJIM COL[MANIbHBIC CEeTH. TakuMm o0pa3zom,
MBI HCTIOJIb3yeM [ 100anbHyI0 6a3y MaHHBIX S3bIKa U TOHA COOBITHH JUIS KOJMYECTBEH-
HOM OIIEHKH OTHOCUTEIBHBIX YPOBHEU ITUIJIOMATHH, BOCHHBIX ACHCTBUNA U COLIMAIBHBIX
BOJIHeHMH. Harre ucciiezjoBanre moKa3bIBaeT PE3KUi CIBUT B OTHOIICHHSIX MEXKIY ITH-
HAMUKOHW KOH(MIIUKTA ¥ SKOHOMHUYECKOW cuTyalned B AzepOaiimkane 10 u mocie 2014
rona. [Tocne 2014 roga qUHAMHUKA BOSHHBIX NEHCTBUH M AWILIOMATHH UMENa CHIIBHYIO
OTPHUIATENILHYIO KOPPEISIIHIO C pa3sHUIEH MeXIy Oe3yObITOUHOW IeHOW Ha HedTsh,
YCTaHOBJICHHOH cOallaHCHPOBATh CBOM OO/DKET W IICHY Ha HE()Th HA MEKIYHAPOIHBIX
PBIHKaX.

KuroueBble cioBa: nacopHo-kapabaxckuil KOH@AUKM, meopusi OUSEPCUOHHOU BOUHbL,
CMU, yena na neghmo, mawunnoe obyuenue, 06pabomxa ecmecmeeHHo20 A3bIKd
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