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Introduction
This report will provide an in-depth analysis of Iran's role in the Middle East and its impact on
the regional power balance. Studying current political and economic developments will assist
in the elaboration of multiple scenarios that aim to help understand the context surrounding
our subject.
For the purposes of offering a more accurate prognosis, this report will examine Iran's
geopolitical presence and interests in the region, economic vulnerability and energy security,
social and demographic aspects and internal political dynamics. These directly or indirectly
affect the evolution of various international strategic issues such as the future of Iran's
Nuclear Deal, United States' relations with Iran and its role in Middle East going forward.
Possible power equilibrium shifts, which due to the economic and strategic importance of this
particular region, possess high relevance and significant degree of impact even outside of the
Iranian territory with potential alteration of the regional and international order.
With the aim of presenting a more long-lasting report, several analytical techniques will be
used (mainly SWOT analysis and elaboration of simple scenarios), in order to design a
strategic analysis of Iran in respect to the regional power balance and the developments of the
before mentioned international strategic issues. Key geopolitical data will be collected as of
the announcement of the U.S Secretary of State Michael R. Pompeo on the re-imposition of
U.S. sanctions on the Islamic Republic of Iran on November 2, 2018 with a projection for the
upcoming years, thus avoiding a simple narration of facts, which transpired so far.
First part of this report will be dedicated to a more general analysis of the geopolitical
situation in the Middle East, with a closer attention to Iran's interests and influence. Then,
after a closer look on the internal dynamics within Iran, several scenarios will be offered out
of which some will be categorized and selected as the most probable according to the authors
of this report.

STRATEGIC REPORT: IRAN 5
General analysis of the geopolitical situation in the Middle East
In the following general analysis, we will overview the main geopolitical aspects concerning
the Middle East region. In order to thoroughly comprehend the Middle East, we consider that
it is of utter importance to take a look back to the past history of the region, specifically the
recent decades.
With the purpose of stating clear parameters in this analysis, and taking into account that the
Islamic Republic of Iran is the subject of study in this work, we have considered that the most
relevant events in the recent Middle East region history can be dated in the time frame that
goes from the Islamic Revolution to this day.
Therefore, it will mainly be events that have occurred since January of 1979 that shall be
taken into consideration in the present work. As a result, academic terms can be set in this
document.
When referring to the Middle East we will be mentioning the main issues, events and actors
that occur, affect or influence the region. Thereby, the Middle East is physically comprised by
the following countries: Bahrain, Cyprus, Egypt, Iran, Iraq, Israel, Jordan, Kuwait, Lebanon,
Oman, Qatar, Saudi Arabia, Syria, Turkey, the United Arab Emirates, Yemen, and the de jure
sovereign State of Palestine.
Nonetheless, there is a number of countries outside the Middle East region, either
neighbouring or distant, that play a significant role in the geopolitics of the region; some of
them on key issues. Those are, mainly: The United States of America and the Russian
Federation; although some other actors have a minor, yet actual importance in the region,
such as Afghanistan, Pakistan, India, China or the European Union.
Later on, in the subsequent section of this document, an in-depth analysis of the most relevant
actors in the Middle East will be presented.
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Geography of the Middle East
Commencing with geography, it is of considerable importance to take into account the
location of the Middle East region. The Middle East is a transcontinental region. That means
that, by nature, neighbouring regions are more affected by the events happening in the Middle
East than it might initially seem.
This transcontinental feature is very characteristic of the Middle East, and it can help giving
explanations, finding causes and understanding how it works. Theories on the functioning of
Middle East can be formulated taking its transcontinental nature as one of its most
determinant characteristics.
Egypt in the west; Turkey in the north, Iran on the East, and the Arabian Peninsula in the
South. This means that the Middle East as a region has a considerable influence on key border
regions. The Caucasus region to the north, key point of friction between the ex-soviet world
and the Muslim world. Borders in the east with Turkmenistan, Pakistan and the ever-unstable
Afghanistan; together with a very large coastline in the Red Sea, the Persian Gulf and,
especially, the Arabian Sea, grant the Middle East with a fair capacity of becoming a main
actor in Southern Asia.
The Middle East does also count with strategic locations in three important seas from the
geopolitical point of view. Firstly, the Mediterranean Sea, whose eastern part has historically
been heavily influenced by Middle Eastern actors. Secondly, the Caspian Sea, with its
increasing relevance in the economic relations between Central Asian countries, Russia, and
other neighbouring countries. Thirdly, the Black Sea. Once again, another emerging region in
terms of geopolitical relevance, ever since Russia became actively involved in its coastline,
especially Crimea.
Last but not least, the Middle East includes within its geography some of the most important
straits in the world, not only in terms of security and geopolitics, but also in terms of
economy. To the north, the Turkish Straits of the Dardanelles and the Bosporus has a most
decisive role as crucial international waterways; especially relevant for Russian interests. In
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the Arabian Peninsula two key straits comprise two of the most important locations on the
planet: the Hormuz strait and the Bab el-Mandeb strait.
The Hormuz strait is a crucial location for international trade. Almost 20% of the world's oil
and approximately 35% traded by sea passes through the strait.1 Several disputes have
happened in the Hormuz strait between Iran and the U.S. including capturing of sailors and
seizing of boats2.
Through the Bab el-Mandeb strait 4.7 million barrels of oil flow every day.3Categorized as
the world’s most dangerous strait4, it is home for numerous pirate attacks and a point of
tension between many states5; as well as a key international trade pass.
Finally, the Suez Canal. The canal has reshaped the whole international, transcontinental trade
since its inauguration in the late 19th century. As of today, the Suez Canal constitutes one of
the most crucial locations in the world. It is used worldwide, and the alternatives to its usage
are limited. Sea trade routes’ distances between Europe and Asia are dramatically reduced by
it. 6
The Suez Canal importance at connecting continents is very emblematic of how
transcontinental the Middle East is.
All of the factors mentioned above do provide for the establishment of a macro-sphere of
mutual influence between the Middle East and most of Eurasia, as well as between Eastern
Africa.

1

(2019). Strait of Hormuz. Retrieved from:http://www.eia.gov/countries/regionstopics.cfm?fips=WOTC#hormuz
2
Lynch, S. N. (2016, January 18). U.S. sailors captured by Iran were held at gunpoint: U.S. military. Retrieved
from https://www.reuters.com/article/us-usa-iran-boats-idUSKCN0UW1Q7
3
Verhoeven, H. (2018). Environmental politics in the Middle East: Local struggles, global connections. p.146
London: C Hurst & Co Pub.
4
J. L. (2018, July 26). Bab el-Mandeb, an Emerging Chokepoint for Middle East Oil Flows. Retrieved from
https://www.bloomberg.com/news/articles/2018-07-26/bab-el-mandeb-an-emerging-chokepoint-for-middle-eastoil-flows
5
Strategic rivalries around the Bab el-Mandeb Strait. (2018, June 06). Retrieved from
https://www.tandfonline.com/doi/abs/10.1080/13567888.2018.1485341?journalCode=tstc20&
6
Smith, C. G., & Fisher, W. B. (2019, February 13). Suez Canal. Retrieved from
https://www.britannica.com/topic/Suez-Canal
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Religion and the Sunni-Shia division
Religion plays a major role in the configuration of the Middle East. Several factors make it
much more relevant in this region than in most of the globe. Religion should be taken into
account in every single aspect of the Middle East geopolitics in order to have a grasp of its
functioning.
First of all, Islam is the foremost religion in the region. Both in terms of number of followers
and in terms of influence. 94.51% of the Middle East population are Muslims.7 That leaves a
small 5.49% non-Muslim minority, comprised by approximately 18,470,736 people.
Nonetheless, that minority plays a relatively bigger role than its numbers might imply;
especially in the case of Israel, only country in the Middle East with a non-Muslim majority.8
Inside Islam there is a division between Sunni Muslims and Shia Muslims. The world presents
a vast majority of Sunni predominance (85% of Muslims in the world are Sunni9). However,
in the Middle East this Sunni predominance is somehow contested by countries with a
considerable percentage of Shia population.
The so-called Sunni-Shiite line is the axis of this contest. It traces the geographic frame
known as the ‘Shia Crescent’, a crescent-shaped region of the Middle East that goes from
Beirut to Bahrain. The Shia Crescent is perceived as a dangerous threat by Sunni countries,
especially those in the Persian Gulf. In fact, the term was coined in 2004 by King Abdullah II
of Jordan10.
In the following map, we can see the distribution of Shia population among the Middle East
countries and its neighbours. The Sunni-Shiite line can also be seen:

7

(2011, January 27). The Future of the Global Muslim Population. Retrieved from
http://www.pewforum.org/The-Future-of-the-Global-Muslim-Population.aspx
8
The World Factbook: Israel. (2018, February 01). Retrieved from https://www.cia.gov/library/publications/theworld-factbook/geos/is.html
9
Mapping the Global Muslim Population. (2018, April 30). Retrieved from
https://www.pewforum.org/2009/10/07/mapping-the-global-muslim-population/
10
King Abdullah II of Jordan. (2004, December 09). Retrieved from
http://www.nbcnews.com/id/6679774/ns/msnbc-hardball_with_chris_matthews/t/king-abdullah-iijordan/#.UcV3GZymV9s
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This map may help us appreciate the ongoing Iran-Saudi Arabia proxy conflict. Syria, Iraq
and Yemen are in the centre of this proxy conflict; and the main reason why Iran has access to
them is the fact that they have considerable Shia population, and thus, a great possibility of
creating bonds with those communities. In fact, in the recent years the nature of the relations
between Iran and its proxies is increasingly becoming more like that of an alliance. Shia
communities in Lebanon (Hezbollah), Iraq and Yemen grow stronger thanks to Iranian
military and economic support11. Hence, this Shia communities gain influence in their
countries and the relation between Iran and them begin to become less like an Iran-proxy
relation and more like a consolidated alliance. This countries are starting to build a
dependence on Iran in terms of military and natural resources (especially in the case of
Iraq12). Therefore, this alliances are mutually beneficial and cover each other needs. What this
means, in conclusion, is that Iran has a fair chance at achieving regional hegemony through its
transnational activity. We will now move on to a brief overview of the new balance of power
in the Middle East.
11

Vatanka, A. (2018, June). Iran’s use of military proxies. Retrieved from
https://www.mei.edu/sites/default/files/publications/Vatanka_PolicyPaper.pdf
12
Coles, I. (2019, January 15). Iran Works to Keep Iraq Open for Business. Retrieved from
https://www.wsj.com/articles/iran-works-to-keep-iraq-open-for-business-11547567451
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Brief overview of the new balance of power in the Middle East
The Middle East has suffered a series of important changes in the region’s balance of power
in the last decades. Since the end of the Cold War and the following American hegemony, the
balance of power has been seriously twisted. Iraq and Syria, countries that used to play an
important role in the region, are now a failed state and a extremely weakened one
respectively. Jordan and Egypt have improved their relationships with Israel13, albeit the
pending Palestinian issue is yet to be solved. Turkey seems to have shifted its transnational
interests’ priorities from entering the European Union to an approach more focused on the
Middle East14. Russia is claiming its main role as a regional superpower by taking a
protagonist role in the Syrian Civil War and through developing its relations with main
Middle East actors such as Iraq and Lebanon15; and improving its relationship with a
historical rival such as Turkey16. Moscow has also built a strong alliance with Egypt, a
potential key partner in the future for further influence in the Mediterranean and North
Africa17. At the same time, Russia keeps its key strategic alliance with Iran18. Meanwhile, a
background-conflict is taking place between Saudi Arabia and Iran. Both countries have been
confronting each other in a proxy war that brings back memories of the US-USSR Cold War.
The previous regional order was very much based on nationalism and historic alliances or
rivalries, but it now seems like the Sunni-Shia division and non-state actors have acquired a
major role in the geopolitical moves of the Middle East actors.

13

Toi, R., Ahren, R., Gross, J. A., Afp. (2017, April 11). Jordan, Egypt have 'special' relationship with Israel,
says Jordanian king. Retrieved from https://www.timesofisrael.com/jordan-egypt-have-special-relationship-withisrael-says-jordanian-king/
14
Of Liechtenstein, M. (2018, February 16). Turkey has the right to protect its national interests. Retrieved from
https://www.gisreportsonline.com/turkey-has-the-right-to-protect-its-national-interests,politics,2472.html
15
Sly, L. (2018, December 5). In the Middle East, Russia is back. Retrieved from
https://www.washingtonpost.com/gdpr-consent/?destination=/world/in-the-middle-east-russia-isback/2018/12/04/e899df30-aaf1-11e8-9a7dcd30504ff902_story.html?noredirect=on&utm_term=.f37f759b9c39&noredirect=on&utm_term=.c4957db1d7aa
16
Gauthier-Villars, D. (2018, August 15). Turkey Shifts Toward Russia as Sanctions Sour U.S. Relations.
Retrieved from https://www.wsj.com/articles/turkey-shifts-closer-to-russia-1534289856
17
Svirsky, M. (2014, February 17). Red Star Says It All: Egypt Makes Strategic Alliance with Russia. Retrieved
from https://clarionproject.org/red-star-says-it-all-egypt-makes-strategic-alliance-russia/
18
Azodi, S., & Mahmoudian, A. (2018, September 19). Iran's Alliance With Russia in Syria: Marriage of
Convenience or Strategic Partnership? Retrieved from https://www.atlanticcouncil.org/blogs/iransource/iran-salliance-with-russia-in-syria-marriage-of-convenience-or-strategic-partnership
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To sum up all these facts, it is safe to estate that there is a new balance of power in the region,
or a reshaping to say the least. The key factors that have become increasingly more important
in this process are:
● The emergence of new players
● The increasing power and relevance of non-state actors (including militant groups)
● The plausibility of a new balance of power that can be sustained in the long term
In the following section of this work, the main actors of the Middle East will be analysed.
The Islamic Republic of Iran
Iran occupies a unique geographical and social position. In the middle of the Islamic world,
Iran connects the Middle East, the Caucasus and Central and South Asia. A position that
throughout the years has proven to be an advantage and an inconvenient at the same time.
The centre of the country is covered with the vast mountain range of Zagros, from where the
Persian Empire started as a collection of semi-nomadic tribes which later on expanded to the
range of Alborz, rest of the Zagros mountains and much of the Iranian plateau under the
Persian rule.19 Due to many challenges posed by external threats on its borders, mainly
represented by Arabs, Turks and Mongols who invaded Persia several times, Persia developed
a tendency to expand its territorial control to create buffer zones away from the centre of its
nation.20A tendency which can be observed in Iran's behaviour in the geopolitical panorama
of today's Middle East.
During its greatest extent the Persian Empire span from Eastern Mediterranean to Central
Asia, thus connecting the European and Asian continents. The pride of being an old and
strong empire still plays a role in shaping the Iranian people’s vision of themselves. It creates
big expectations of the role and the degree of leadership it should have in the regional affairs
of the Middle East. The tendency to protect their core by “expeditionary” warfighting away
from their borders is present during modern Iranian policies and exemplified by Iran's support
19

Editors, H. (2018, January 25). Persian Empire. Retrieved from https://www.history.com/topics/ancientmiddle-east/persian-empire
20
(2019, March 26). History of Iran. Islamic Conquest. Retrieved from
http://www.iranchamber.com/history/islamic_conquest/islamic_conquest.php
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for Hezbollah in Lebanon, backing of Al-Assad's regime and robust influence in Iraq's
socioeconomic realities.
Current Islamic regime disposes of massive richness in natural resources, having the fourthlargest oil reserve and second-largest stock of natural gas.21 In its recent history, Iran has
experienced Russians, British and Americans challenging its strategic position and their
efforts to carve out some parts of its vast energy reserves.
Iran is a plural society with multiple ethnic and linguistic minorities that play into a complex
power system within the country, further complicated by its highland territory. In order to
fully grasp the complexities of the Iranian society, there is a need to examine its social and
cultural realities which then influence both internal and external behaviour of Iran.
Geography of Iran
Iran is located at the crossroads of Central Asia, South Asia and the Arab states of the Middle
East. This key location and its access to the Persian Gulf in the south has always located Iran
in a key position throughout the history.

21

OPEP. Iran (n.d.). Retrieved from https://www.opec.org/opec_web/en/about_us/163.htm
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From a geopolitical perspective, Iran possess a good territory to defend due it mostly
mountainous territory. Much of Iran as seen on this picture is protected by high, rugged
mountains to the west, and the eastern part is mainly dry, salty dessert. In the north, Iran's
small fertile territory borders the Caspian Sea, while in the south, it reaches to the Persian
Gulf and the Gulf of Oman. Most of the population is concentrated on the high plateaus that
stretch through the middle of the country.
This geographical location gives Iran high economic relevance and key position in terms of
transportation of petroleum and gas. Such reality increases the economic attractiveness of
Iran, mainly for current resource thirsty nations such as China and India.
Ethnic composition
In order to understand the ethnic composition of Iran and how does it interact within the
country, it is key to acknowledge the fact that Iran was known officially as Persia until 1935,
when it changed its name to Iran. This change could have been inspired by two facts: firstly,
an effort to homogenize the people around common Iranian roots; and secondly, a symbolic
effort to represent all the Iranian people and, hence, somehow become the motherland of the
Iranic peoples. The latter reason could also imply a legitimization of some for Iran to claim a
leading role (or even more) in the historical Greater Iran region.
It is very important to distinguish between ethnic Persians and Iranic people. The Iranic
people share some characteristics, mainly the use of Iranian languages22 and a common IndoEuropean ancestry. Therefore, the Iranic people can be categorized as an ethno-linguistic
group. The Greater Iran region is formed by the regions where the Iranian ethno-linguistic
group has always had presence. Geographically, it is comprised by the totality of the territory
of Iran, Afghanistan, Armenia, Azerbaijan, Tajikistan and Turkmenistan; and it extends to
some parts of Bahrain23, China24, Georgia25, Kyrgyzstan26, Iraq27, Pakistan28, Turkey29and
Uzbekistan30.
22

“Iran vi. Iranian languages and scripts.” Encyclopædia Iranica. XIII. 29 March 2012. pp. 344–377.
Holes, C. (2001). Dialect, culture, and society in eastern Arabia. Glossary. pp.XXVI for
24
Bulliet, Richard W. Encyclopedia Iranica, Persian settlements in southwestern China. p.443
25
Rezvani, Babak (2009). "Iranian Georgians: Prerequisites for a Research". Iran and the Caucasus.
13: 197–204.
26
Cynthia. Journal of Nomads. (2019, January 05). Celebrating Nowruz in Kyrgyzstan. Retrieved from
https://www.journalofnomads.com/nowruz-in-kyrgyzstan/
23
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Historically, the Greater Iran region and hence the Iranian people, have been subjected to the
mandate of Persian-ruled empires, such as the Achaemenid Empire, the Sasanian Empire, or
the Safavid Empire. As a result, it is safe to estate that the Persian people have always had a
leading role and position amongst the Iranian people.
Inside Iran, the ethnic distribution presents a large majority of Persian population (61%)
followed by three big minorities: Azeris (16%), Kurds (10%) and Lurs (6%). In the rest of
Iran, smaller ethnic groups are located in specific regions: Arabs (2%) in the south and
southwest; Baluchs (2%) in the southeast; Turkmens (1%) in the northeast; the Qashqai (1%)
represent the only nomadic group. As the numbers show, the Persian population is the core of
Iran’s ethnicity, as well as in terms of government positions. Some other tiny minorities are
scattered through the Iranian territory, such as the Armenians, Georgians, Circassians,
Assyrians and Jews; however, they do not comprise more than 1% of the total Iranian
population.
Azeri nationalism is inclined towards the reminiscence of their Turkish roots.31 During the
time of Mohammad Reza Pahlavi, Azeri nationalism oscillated in terms of intensity. As the
Pan-Turkism movement reached its peak, Azeri nationalism was targeted within the Iranian
government, and ethnic suppression was heavily applied to the Azeri population as well as to
other ethnic groups32. Nonetheless, when the Islamic Revolution took place, Pan-Turkism was
replaced with Pan-Islamism. Since then, the Azeris became much more integrated and
discrimination dropped significantly33. As of today, even though Azeris claim more cultural
rights, they are considered to enjoy integration, cultural acceptance and political and
economic representation34.

27

Frye, Richard N. (1975). The Golden Age of Persia: The Arabs in the East. Weidenfeld and Nicolson. p. 184.
Banuazizi, Ali and Weiner, Myron (eds.). The State, Religion, and Ethnic Politics: Afghanistan, Iran, and
Pakistan (Contemporary Issues in the Middle East), Syracuse University Press
29
Reitzenstein and Qumrân Revisited by an Iranian, Richard Nelson Frye, The Harvard Theological Review,
Vol. 55, No. 4 (Oct., 1962), pp. 261-268
30
Canfield, R. L. (2002). Turko-Persia in historical perspective. Cambridge: Cambridge University Press.
31
Koknar, A. M. (2006, June 6). Iranian Azeris. Retrieved from https://www.washingtoninstitute.org/policyanalysis/view/iranian-azeris-a-giant-minority
32
Abrahamian, Ervan (1982). Iran Between Two Revolutions. Princeton, New Jersey: Princeton University Press.
pp. 123–163
33
Higgins, Patricia J. (1984) "Minority-State Relations in Contemporary Iran" Iranian Studies 17(1): pp. 37–71,
p. 59
34
Patricia J. Higgins (1988). "Minority-state relations in contemporary Iran". In Ali Banuazizi & Myron Weiner.
The State, Religion, and Ethnic Politics: Afghanistan, Iran, and Pakistan. Syracuse University Press. p. 167
28
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Kurdish nationalism, on the other hand, has been more problematic. During the Islamic
Revolution there was a series of actions taken by Kurd political parties trying to promote
Kurdish nationalism35. However, those actions failed to achieve any considerable objective as
back then the Kurdish people had little interest in autonomy36. Since the 1990s Kurdish
people have experienced an increasing level of unrest among the Kurdish-populated regions,
and separatism has gained support since then37. As of today, the Democratic Party of Iranian
Kurdistan (known as PDKI) keeps a subtle level of insurgency, with sporadic clashes with the
Iranian Revolutionary Guard38.
Regarding the Lurs, they are culturally close to the Kurds, but considered to be very well
integrated in the country. No significant Luri nationalism has existed in the recent times.
Strategic interests, Shia crescent
The Islamic Republic of Iran (Iran) is a rising power within the ever-changing geopolitical
arena of the Middle East. From its perspective, Iran has reasons for a more cautious and
defensive approach towards its neighbours and foreign actors operating in the region. In the
80s, Iran felt stranded in its fight with the regime of Saddam Hussein, who initiated a war
with the help of the Gulf monarchies and approval of Western powers. Later on, in the post9/11 period, Iran found itself surrounded by foreign entities on both sides, with U.S. troops in
Iraq and Afghanistan. Stemming from these events, Iran has adopted a series of strategies to
ensure that conflicts it has chosen to participate in, mainly through various proxies, are as far
as possible from its own borders. The power vacuums left by the U.S. in Iraq and the civil war
in Syria and Yemen, has allowed Iran to project its power in the region. Iran perceives the
Middle East as dominated by nations with superior military capabilities, thus practicing a
transnational strategy directed towards the use of proxies39. These Iran’s policies and
procedures are a clear proof that Tehran is strongly applying the principles of asymmetric
warfare.

35

Romano, David (2006). The Kurdish Nationalist Movement. New York: Cambridge University Press. p. 235.
McDowall (1996). A Modern History of the Kurds. London: I.B. Tauris. p. 270
37
McDowall (1996). A Modern History of the Kurds. London: I.B. Tauris. p. 278
38
Kurdish rebels attack Iranian Revolutionary Guards in Sardasht. (2016, May 05). Retrieved from
http://aranews.net/files/2016/05/kurdish-rebels-attack-iranian-revolutionary-guards/
39
5. (n.d.). Iran’s asymmetric war. Retrieved from https://5stonesintelligence.com/wpcontent/uploads/2014/04/ArticleDefenceSecurity.pdf
36
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Before and after the Islamic Revolution of 1979
To understand the current realities of Iran, we need to briefly examine the Islamic Revolution
of 1979 which produced significant changes within the social fibres of this nation. Firstly, the
Pahlavi era from 1925 until 1979: the rule of Reza Shah Pahlavi, a soldier who became a
general, through a series of Persian coup d'états directed by the British and established a
completely new dynasty with the support of the population.40 Reza Shah Pahlavi decided to
westernize and modernize the country though various social and economic reforms, although
some argue that his inability to improve the conditions of Iranian peasant population left a
fertile ground for the Iranian Revolution. 41 He was removed by the Anglo-Soviet invasion of
Iran in 1941, likely due to amicable ties with the German Empire, whom Iran saw as a neutral
power since it didn't have colonies in the Middle East, but whose influence the British feared
due to the strategic importance of Iranian oil in the Allied Second World War efforts.42 His
son, Mohammad Reza Pahlavi took power in 1941, but his position and influence within the
country was gradually weakened by strong policies of modernisation, lost support from the
Shia clerics and perception of Arab states that he was a puppet of the U.S. by, for example,
recognizing Israel as a state in 1959.43 For the U.S. Iran was essential for the Cold War, the
Shah allowed their spies to monitor Soviet Union's actions from Iranian territory as a part of
the project “Dark Gene.”44 For the British on the other hand, Iran was important due to its oil
resources. When the Prime Minister Mohammad Mossadegh nationalized Iran's oil industry in
1953, a CIA-backed coup to overthrow his cabinet was put in place. A grand scheme, which
involved the Shah fleeing to Rome, then forced to sign royal decrees dismissing Mossadegh,
coming back and eventually backing the coup.45 The intervention of the British in the oil
business of Iran, and the intervention in political realities by the Americans, were causes of

40

Arjomand, S. A. (1988). The turban for the crown: The Islamic revolution in Iran. New York: Oxford
University Press. pp.147
41
Homan, Roger.International Affairs (Royal Institute of International Affairs 1944-) Vol. 56, No. 4 (Autumn,
1980), pp. 673-677
42
Pollack, K. M. (2004). The Persian puzzle: Deciphering the twenty-five-year conflict between the United
States and Iran. New York: Random House.
43
Gambrell, J. (2019, January 17). Shah of Iran modernized his nation but vacillated in crisis. Retrieved from
https://www.apnews.com/c037d5af8b3b4be6ae47f125d847d0f0
44
Bulloch, J., & Morris, H. (2017). The Gulf War: Its origins, history and consequences. London: Routledge,
Taylor et Francis Group. ch.1
45
New York Times. (2000). Timeline of Iranian Coup. Retrieved from
https://archive.nytimes.com/www.nytimes.com/library/world/mideast/041600iran-couptimeline.html?scp=1&sq=mossadegh%20coup&st=cse
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offense by the Iranians. Such discontent was harvested by the Islamists and nationalists, who
progressively lost trust to the monarchy and the foreign apparatus behind it.
Demonstrations against the Shah started in 1977 and included both secular and religious
elements. The Shah left Iran for exile, where he eventually died of cancer in 1980.46 The most
revolutionary and radical person among the clerics was Ayatollah Khomeini who took power
in 1979. Iran voted in a national referendum to become an Islamic Republic on April 1st of
1979. The Iranian revolution replaced pro-Western authoritarian monarchy with an antiWestern totalitarian theocracy.47 Worsening of the U.S. - Iran relations might have been also
caused by the admittance of Mohammad Reza Pahlavi for medical treatment in the U.S.,
spurred even more the anti-U.S. narrative which resulted in the kidnapping of U.S. officials
from the embassy in Tehran.48
After the Revolution, Iran started to expand the ideas of popular Islam throughout the Gulf
monarchies and established ties with the regime in Syria as well as consolidating Hezbollah in
Lebanon.49 The Iran-Iraq War (1980-1988) also left Iranian with a trauma and reasons for
more distrust, when the rest of the world supported Iraq, an aggressor in this particular
conflict. The West ignored the usage of chemical weapons and ballistic missiles employed by
Iraq on Iranians, thus here stemming the importance of having ballistic missile program by
Iran and the high improbability of Iran's including this point in negotiations with U.S. or other
actors.50 Iran's sense of insecurity is rooted in strategic solitude it experienced during this war,
when the West and almost all Arab states supported Iraq to contain Iran's emerging
revolutionary order.51
Domestic scene in Iran
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Apart from the external political risks such as U.S. continued imposition of sanctions,
embargoes and the nuclear issue, which make Iran very volatile place for investment, there
are several internal risks which exert significant influence on the stability and attractiveness
for investors. Such as poverty levels within the society, social risks, increasing inflation and
possible division within the political system of Iran.52 These factors can have negative
influence on the possibility to invest in Iran and drive out investors to more safe and certain
countries. The general impoverishment of the population is notable, as in 2016-2017 fiscal
year 14.9 percent of urban population and 11.6 percent of rural population were below
absolute poverty line.53 Since the cost of living increased in during the 2017-2018 period, it is
expected that similar number of Iranian is still below the poverty line currently. Such
percentage of Iranians living in worsened conditions can be a source of internal instability and
more frequent occurrence of economically-motivated protests. Furthermore, high interference
of state in the economy complicates the general panorama for investment in Iran. This is
usually accompanied by not so transparent management and corruption is probable to occur in
such system. Moreover, not only tensions with the U.S. make Iran uncertain place to invest,
its geopolitical frictions with other actors in the Middle East, mainly Israel are factors that can
influence the domestic stability in Iran and the region.
It is important to take into consideration Iranian’s society reaction to the actual situation of the
country and to the possible scenarios. In the recent years, levels of unrest within the Iranian
society have increased substantially in comparison to past situation54. This event somehow
surprised both the international community and Iran55. The Iranian society has been built on a
base of harsh conditions and scarcity of resources, accompanied by a shared spirit of defiance
against external pressure56. Therefore, Iran’s population has been historically, and especially
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in the last decades, known as a very resilient one.57 The main factors that triggered the
protests are:
●

A stunted economy, with over 40% of youth unemployment

●

A constant increase on the price of basic goods58

●

The frustration of social freedom and desire for political openness

●

Upheaval regarding the government’s massive expenditure in external affairs
while all of the above is happening in the country

In order to predict the plausibility of additional protests in the near future, it is key to take
these four drivers into account. Improvement and growth of the Iranian economy would be the
most effective way to prevent those four factors to happen, and hence for the protests not to
take place. This could be achieved most efficiently by the lifting of U.S. sanctions through
compliance to some or all of its demands.
On the following page, the report provides a SWOT analysis of the Islamic Republic of Iran,
as a more concise and technical synthesis of its current state of affairs.
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SWOT analysis of the Islamic Republic of Iran

Internal
Analysis

Strengths
●

●
●
●
●
●

External
Analysis

Key strategic location for trade, as
a link between the Middle East
and Asia, as well as access to the
Caspian Sea and the Persian Gulf
World’s second largest oil
reserves
World’s second largest natural
gas reserves
Strong internal stability, proven
capacity of withstanding harsh
conditions
Sense of civilizational and
historical pride
Strong transnational religious
network as Iran is perceived as
the banner of the Shia Islam

Opportunities
●

●
●

●
●

Iran’s size, population, influence
and current activity can provide
for regional dominance in the
short term
Key position in transportation of
natural resources
Several number of resourcehungry countries are looking for
diversification in the acquisition
of natural resources
Room to maximize revenues from
the gas sector
Being
neighbour
to
underdeveloped countries such as
Iraq, Pakistan and Afghanistan,
open to closer economic ties

Source: Our elaboration

Weaknesses
●
●
●
●
●
●
●
●

Opinion differences between
hardliner and conservative camps
regarding foreign policy
Socioeconomic disparities and
inequalities
Dual system of government that
mixes elections with a powerful
Supreme Leader
Economic
corruption
and
mismanagement
Banking sector burdened by high
percentage of nonperforming
loans
Lack of a strong conventional
military power
Limited soft power
Few allies in the region (mainly
weak such as Syria and Iraq)

Threats
●
●
●
●
●
●
●

Complex
society,
multiple
minorities
High economic dependence on oil
prices
Lack of possible strong Shia allies
Powerful rivals actively seeking
to weaken Iran
Maintaining the bond created
with other countries during the
Syrian Civil War, after it ends
Popular expectations of prosperity
are higher than what has been
given
High youth unemployment
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United States of America
The leadership of the Western world's involvement in the Middle East was taken on by the
U.S., initiating with the Suez Crisis and the replacement of the United Kingdom as the main
security patron of the Persian Gulf states in the 1960s and 1970s.59 Working towards the
stable flow of the Gulf oil has never ceased to be a relevant and strategic objective in this
highly uncertain region. The existence of fragile states in the Middle East presents a challenge
for policy-makers who need to adjust swiftly to the ever-changing geopolitical panorama.
Multiple anti-governmental groups further complicate the realities happening in this region,
which is intertwined with complex ethnic, religious, geographical, cultural, historical and
socioeconomic factors. In all of this complexity, it is extremely difficult to prepare and follow
a consistent foreign policy, an affirmation that can be made when observing the development
of the United States' one.
The existence of the State of Israel (alongside with the collapse of the Ottoman Empire and
the Sykes-Picot repartition of the Middle East) is a cause of humiliation for the Arab nations,
which throughout the years developed strong hatred towards the U.S. specifically, and the
West generally. Two realities were created, that of Arab nationalism and Israel's existence,
which confront each other until this day. The U.S. has not been able to implement a stable
approach to supporting Israel while enabling a creation of an Arab-Israeli peace. On the other
hand, it has dealt with the security aspects of extremism and terrorism from mainly national
perspective without trying to understand the deep underlying causes that help ignite the rise of
Al Qaeda, ISIS and the political upheavals of the Arab Spring starting in 2011. U.S. focused
on fighting the immediate threats as all of these causes and drivers have grown more
dangerous.
The disruption of an already fragile and volatile regional order caused by the U.S.
intervention in Iraq in 2003 did not result in more stability and has left a power vacuum which
was used by Iran to gain influence and ensure a potential corridor towards the Mediterranean
Sea. Since then, American involvement in Iraq and the Civil War in Syria has not been
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defined by clear strategic goals but was rather characterised by joining the Arab Gulf states in
the stepping up of the arms race and confrontation with Iran through military support of the
anti-Assad camp. Although, in 2015 Al-Assad's regime was on the brink of collapse, notably
thanks to U.S. intelligence and military support of the Kurds, however the entrance of Russia
in the conflict ensured the survival of the regime and converted Russia into a relevant actor in
the Middle East.
In 2015, U.S. led 6 other nations to a historical deal with Iran. The Joint Comprehensive Plan
of Action (JCPOA) put limits on Tehran's nuclear program in exchange for the lifting of
certain Western sanctions. The U.S., France, the UK, Russia, Germany, China and Iran signed
the deal, backed by the European Union (EU). The deal was supported by the UN's Security
Council and its nuclear watchdog, the International Atomic Energy Agency (IAEA), which
controls and inspects Iran's compliance with the deal. Nevertheless, the change in the
presidential administration in the U.S. after the 2016 elections, also changed the position
concerning the JCPOA. The effectiveness of the deal has been proved by the 11 inspections
carried out by the IAEA, but it is not solely the nuclear program what worries the Trump's
administration the most. Limiting Iranian regional impact, mainly the development of Iran's
ballistic missile program and malign activities in Yemen, Syria and Lebanon are to U.S. and
its allies (essentially Israel and Saudi Arabia) of strategic importance. On the 8th of May 2018
President Trump withdrew U.S. from the deal, referring to it as one of the worst deals in
history. For now, Iran is complying with the JCPOA and has continued in negotiations with
the European Union, in the hope that the EU can sustain the pressure from the U.S. and
continue economic ties with Iran.
The evolution of the JCPOA and the US-Iran relations and possible scenarios
The U.S. is continuously undermining the agreement by imposing aggressive sanctions and
exerting diplomatic and economic pressure on its allies, mainly the European Union and all
the entities that operate within their currency and want to trade with Iran. The supremacy of
dollar in the international trade is undeniable even though the European Union is trying to
circumvent it by any means possible. Many scholars deem the efforts by the EU more as a
symbolic, political gesture rather than viable economic alternative for Iran to function without
the U.S. dollar.
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The growing tensions in the region and reports that some U.S. officials, e.g. John R. Bolton,
Trump's national security adviser, are looking for options of militarily striking in Iran, are
further complicating and testing the vulnerability of the agreement.60
On May 8, Rouhani made a declaration that adds up uncertainty to the near future regarding
the JCPOA: Iran will stop complying with elements of the landmark nuclear deal61. At first,
this seems like a definitive resolution by Tehran. However, if we take a look at previous
actions regarding this issue, it is very probable that this move is part of a long tug-of-war Iran
and the U.S. are taking part of. Which are the real facts on the table? What do we know for
sure? Which are the real capabilities and intentions of both sides?
Iran has the economic and diplomatic incentive to further comply with the JCPOA, hoping to
wait out Trump's Presidency and that the next president will adopt less aggressive approach.
However, Iran's patience will depend on the economic incentive by the EU, specifically the
signatories of the deal, Germany, France and the UK. These actors, mainly Germany due to its
import/export relations with Iran (Germans export $ 3.22 billion worth of merchandise to
Iran), are willing to push through with the JCPOA and at least symbolically showcase its
capacity to confront the U.S. in the international arena. China and India are as well
economically connected with Iran (31% of Iranian exports, mostly crude petroleum end up in
China, 19% in India) and their willingness and capability to oppose unilateral U.S. sanctions
will affect Iranian posture towards the compliance with the JCPOA. Since Iran's potential
withdrawal from the JCPOA and subsequent development of nuclear weapons would
immediately align European states in particular, as well as China, Russia and India, with the
U.S. line of action and economically and political isolate Iran, such development is highly
improbable. Thus, Iran was until now complying with the nuclear deal and, in terms of
capabilities, could continue to do so for the foreseeable future if the proper requirements are
met. It presents an efficient diplomatic tool as of the moment, and also for the possible
renegotiation of the current agreement. Compliance with the JCPOA allows Iran to continue
pursuing more economic ties and diversification of their trade options.
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In the best possible scenario, Tehran could “meet the EU halfway” and demonstrate its ability
to exert more of a constructive role in the region. Facilitating the resolution of the Yemen
crisis by pressing the Houthis to comply with the deal elaborated by the UN special envoy,
would serve this purpose.62
Although, such course of action is greatly dependent on the strategic goals of Washington in
terms of Iran's regional activity, which are not entirely clear. However, by looking at the 12
conditions demanded by the U.S. for Iran to implement, basically choking its economy by
pushing out international investors and trade, U.S. is seeking to debilitate Iran's economy and
drive the Iranians to the streets. This strategy can have several objectives: bring back Iran to
negotiate a more extensive and militarily limiting deal; prevent its regional involvement
through proxy wars and ballistic missile program; or even destabilise and consecutively
tumble the Islamic regime. Currently we witness the U.S. exerting maximum economic
pressure, while Iran is being patient in the faith that the U.S. presidential elections will
produce change, or that Trump's administration will shift its power projection on a different
strategic issue. Europe is moving on a thin ice between the maintenance of its transatlantic
partnership and keeping Iran economically motivated to continue complying with the nuclear
deal.
However, the reluctance of Iranian politicians to validate Trump's pressure politics and the
deep resentment of the U.S. interference in the political realities by the Iranian general public,
the probability of renegotiations is very low. Iranians portray a strong willingness to survive
under such harsh economic strangling, although Trump's possible re-election in 2020 will
very probably produce a change in this position. However, a combination of factors such as
hardliners rise to power and economically-motivated protests are factors to keep an eye on. So
far, these protests do not show signs of nationwide organization or a unifying leader that
would guide the protesters towards a specific goal, such as change in government or
leadership.63 Nevertheless, it is a factor to observe for the upcoming period, especially in
connection to worsening economy and youth unemployment. 64
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If Iran's internal situation worsens to a point where the more moderate and pragmatic
politicians, currently represented by Rouhani start losing power, and the more hard-line
sympathizers gain political influence, Iran's reaction towards its vulnerable and weak
economic position and the limits imposed by the JCPOA might force them out of the deal in a
search of a more assertive foreign policy. The “2-day resignation” of Iranian Foreign Minister
Mohammad Javad Zarif, referring to a “pressure for hard-liners”, shows that the internal
dynamics can notably influence the political course of the country.65 Such change in posture,
could lead to the escalation of the regional conflicts through more intervention by Iranian
proxies in Lebanon and Yemen, and possible non-compliance with the nuclear constraints.
This course of action would put substantial pressure on Trump's administration to respond
even by military intervention in order to prevent the nuclearization and further destabilisation
of the region. Key turning points in the development of the JCPOA will be the U.S. 2020
presidential elections, and the 2020 parliamentary and 2021 presidential elections in Iran.
Imagining that President Trump will be re-elected, Iran is highly unlikely to sustain the
pressure for another four years due to its unsustainable economic isolation. If a democratic
candidate takes the White House and readmits U.S. to the nuclear deal, given the expiration of
limits on Iran's uranium enrichment in 2024, a new more extensive deal will be needed to
elaborate.66 Actually, in both cases of the old administration continuation and a change in the
White House, it is probable that a new deal will be an important part of negotiations after
2020. Without a doubt, the Iran nuclear deal is a remarkable achievement by all the parts
involved, however, none of them seems to be fully satisfied with it. Internal voices within Iran
complaint that the deal did not bring the promised economic benefits for the people, either
because of the deal itself or the incompetence by the current government, either way, it does
not present the deal in a positive light. The U.S. clearly demonstrated its position, mainly
referring to Iran's continuation of interference within regional crises through proxy wars and
ballistic missile program. Europe might be the most satisfied actor within this issue, but due to
its limiting economic power on the world market and profound alliance with the U.S., its
course of actions is fairly limited.
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For the next two years, the most probable scenario is that Iran and the U.S. will establish new
terms and conditions regarding the treaty, including the possibility of signing a whole new
treaty. This will not happen without a certain degree of tension and even friction. The
negotiation with the European and other actors such as China, India, Russia and Turkey will
be more relevant than previously. None of these desire a further nuclearization of the region.
Thus, Iran's unnegotiated withdrawal from the agreement and continuation in the development
of nuclear weapons would mean political and economic collapse, something Iran will be not
willing to do. The alternatives to this agreement and settling of the issue through diplomatic
means, are either Iran obtaining a nuclear weapon, or a military intervention led by the U.S.
on its own territory. A possibility, none of these actors are decisively willing to follow,
looking at the current internal and external dynamics of their countries' politics. Ultimately, a
possible change in the U.S. Administration can lead to vaguely predictable results; most
probably, a loosening of U.S. pressure on Iran.
In the light of recent developments in the US-Iran relations, specifically the declarations of
Iranians that they will stop complying with the JCPOA and engage in enrichment of uranium
unless European countries will offer economic incentives, we can observe again that the
JCPOA serves as a diplomatic tool for Iran to circumvent the hard impact of renewed U.S.
sanctions. Sanctions which most recently targeted even the Supreme Leader Ali Khamenei
and people around him. Such course of action is further complicating the possibility of
diplomatically resolve this issue, not only because Iranians are extremely prideful nation
which highly respects its spiritual leaders, but mainly due to increased military presence near
the Strait of Hormuz, represented by U.S.'s battleships and personnel deployment in the
region. The alleged Iranian attacks of several oil tankers and shooting down of an U.S.
surveillance drone can be interpreted as a message from Iran that any attempt to shut down
Iranian oil exports by increasing oil production and transport of the Saudis and other Gulf
monarchies will not occur without Iran having the last word. The attack on the East-West
Pipeline which moves oil from the Eastern shore (Persian Gulf) of Saudi Arabia to the
Western one (Red Sea) only emphasizes this strategy by Iran, even though this specific attack
was carried out by the Houthis from the rebel-occupied Yemeni territory.
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Taking all of the above into account, we have proceeded to build a chart which will
tentatively analyse five simple scenarios in the context of the development of the US-Iran
relations in the 2024 horizon (we consider the next 5 years to be the most reliable for
predictions).

Legend:
++ → Very positive impact on the plausibility of the scenario
+ → Positive impact on the plausibility of the scenario
- → Negative impact on the plausibility of the scenario
-- → Very negative impact on the plausibility of the scenario

Scenario 1 is the current state of relations. Scenario 2 has been named ‘Iran makes significant
progress in developing nuclear weapons’ and not ‘Iran develops nuclear weapons’ as we
consider extremely unlikely for Iran to develop a nuclear weapon in the next five years67 68 69.
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As it can be seen, the plausibility of Scenario 2 happening is subjected to the rising of
tensions among different conflicts, but especially subjected to Iran’s economic independence
from the West; ergo to the level of Iran’s immunity to the sanctions imposed by the U.S.
Scenarios 3,4 and 5 involve various degrees of compliance to the U.S. sanctions. Scenario 3,
although reasonable to some extent, is unlikely to happen because of the fact that the U.S.
made it clear that the 12 demands presented by its Secretary of State back in May 2018 should
be complied in an ‘all-or-nothing’ manner.70 Because of this condition, the change in
Washington’s administration could provide for more flexibility for Iran to negotiate with the
U.S; as shown in the driver ‘End of Trump’s administration by elections or impeachment New Democrat administration’. Scenario 4 would be the most desired one for the region’s
stability. Scenario 5 is an option that could satisfy both the US and Iran’s interests, although
proper diplomacy and communication within both countries public opinion should be
superbly performed.
The least likely scenarios to happen based on the facts and tendencies observed in the chart 1
and current evolution of events, are those in which there would be substantial improvement of
the U.S. - Iran relations in the horizon 2024. In order for Iran and the U.S. to enter into a
period of de-escalation of their diplomatic, economic and political tensions, both actors would
have to significantly change their ways of verbal and real interactions on the ground. It would
require Iran to officially recognise and publicly denounce the existence and support of “their”
militias in the region, and halt their economic and intelligence support, mainly in Syria and
Lebanon. Another positive diplomatic step in order to improve relations with the U.S. would
be to declare support for the UN proposed resolution in the Yemen conflict, thus allowing
Saudi Arabia to decrease their military effort to drive out enemy forces from their own
borders. If Iran emerges from the Yemen conflict as a mediator and a peacekeeper, the
international arena would be less willing to continue support for U.S. harsh sanctions and
isolation of Iran, where the biggest victim is the ordinary Iranian population. On the other
hand, U.S. could try to meet such peace-keeping Iranian efforts by officially recognising the
nature of Iranian political system and declare that it will not try to alter it. This demand needs
to be out of the negotiations in order for the Iranians to establish more constructive search for
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solutions with its American counterparts. If Iran lets go of its efforts to develop a nuclear
bomb and limits its development of ballistic missiles, it could serve as a stabilising course of
action. A resolution all the actors, both internal and external, would deem as positive and
would declare their support for it. With Iran following a stabilising role in the region (without
nuclear bomb and long-range ballistic missiles), U.S. will no longer have reasons to sanction
Iran. Therefore, their relationship would enter into a period of trial, which would test whether
these two nations, which previously demonized each other, can coexist and cooperate. U.S.
would have to fend off Israeli pressure, which throughout the history has shown its great
impact on U.S. foreign policy.71 Furthermore, Iranian politicians would have to convince the
general public that for the better condition of their economy and its future prospects, closer
and more stable relation with the U.S. is required. All of the above could be plausible if
conditions for scenario 5 are met.
Russia and Iran
Although it might seem that the strategic vision of Russia and Iran are similar in terms of
Middle East policies, in the long-term there might be some differences that can cause
distancing of these two actors. Both nations have in the last years of the Syrian conflict
expressed their support for territorial integrity of Syria and re-establishing of the control by
Al-Assad's regime. This, however, does not certifies that such alignment stems from deep
understanding or sharing of the same interests. Russia is committed to help resolve issues that
create instability and counter U.S. interventions in the region, which according to the
Russians, create even more instability and disruptions.72 Russia's military intervention in
Syria in 2015 was executed in the light of restoring stability in the country and respond to
U.S. efforts to change Al-Assad's regime. It also resulted in Russia establishing itself as a
serious actor and a relevant player who from now on has to be consulted when it comes to
security in the Middle East. This is where the strategic visions of Russia and Iran divert and
confront each other. As Iran is determined to expand its sphere of influence throughout the
region by engaging with non-state actors who operate as their proxies and thus cause
instability for the countries these operate in.
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Nevertheless, in the short-term Russia is expected to continue in the relation it has had so far
with Iran. Their understanding of the political dimensions of the Syrian conflict is shared,
however, the divergence of their strategic vision might come when the conflict moves to more
of a diplomatic phase.
Economically, Russia cannot in no way near offer the same benefits and trade options as the
U.S. Nevertheless, Russia has continued to sell conventional weapons to Iran on large scale
and this dimension of their relation has been growing throughout the last years.73 For Russia
arms sales are an opportunity to expand their commercial reach with this sector and their
possible influence over its buyers. This dimension of relation will likely continue, since
Russia is engaged to have a presence in the region and having good commercial relations with
Iran is a way of doing exactly that.
Moreover, the divergence in opinions is seen in the position both adopt in terms of Afghan
political resolution. Russia is determined to find a possibility to politically settle the issue and
include Taliban in the process. This was demonstrated by a diplomatic conference in Moscow,
which was attended by a Taliban delegation and several members of the Afghan
government.74 Such meetings can be understood as Russia's effort to chip off of the influence
of NATO and U.S. in the region and establish itself as a mediator in the region. On the other
hand, Iran's relation with Taliban is highly complex. Iranians agree that Taliban is well
established in Afghanistan and any peace process will have to include this Sunni rebel group.
The key interests for Iran is that its eastern neighbour does not turn to be an anti-Shia country,
and at the same time it is not dominated by U.S. political and military endeavours. The
possible misunderstanding between Russia and Iran might be the level and degree of
cooperation with Taliban in the resolution of the internal situation in Afghanistan.75
China and Iran

73

Beehner, L. (2019). Russia-Iran Arms Trade. Retrieved from https://www.cfr.org/backgrounder/russia-iranarms-trade
74
Seligman, L. (2019, January 31). As U.S. Mulls Withdrawal From Afghanistan, Russia Wants Back in.
Retrieved from https://foreignpolicy.com/2019/01/31/us-mulls-withdrawal-from-afghanistan-russia-wants-backin-taliban-peace-talks/
75
Behravesh, M. (2019). What does Iran want in Afghanistan?. Retrieved from
https://www.aljazeera.com/indepth/opinion/190204092658549.html

STRATEGIC REPORT: IRAN 31
Specially China, who sees Iran as a key piece to its Belt and Road Initiative (BRI) is an actor
whose Middle East policy has not been clearly defined but is economically incentivised to
maintain ties with these nations. As can be seen on this map, Iran has strategic importance for
the new Silk Road connectivity onward to Turkey.

From a historical perspective, China has had close relations with Iran in particular. During the
1980s, after the Islamic Revolution, China assisted Iran in resuming its nuclear programme by
helping to build several nuclear reactors and committed itself to export various kinds of
nuclear material in accordance with a bilateral agreement of 1992, which in the end possibly
due to external U.S. pressure did not go through.76 Nevertheless, over the past decades China
and Iran have developed a broad and deep alliance centered around China's energy demands
and Iran's energy abundance, as well as significant non-energy economic ties, arms sales and
defence cooperation, and geostrategic balancing of the US' influence in the region.77 This was
backed up by the $ 89 billion of foreign government aid by China invested in Iran in the
period of 2001 to 2011.78 Most of this money was concentrated on developing Iran's energy
sector, mostly gas and oil projects, but some were directed on enhancing Iran's infrastructure
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such as railways constructions. China-Iran relations had also military dimension, where China
helped Iran in its development of ballistic missiles and another conventional arms inventory.
According to a declassified CIA report, Beijing was the largest supplier of weapons to
Tehran, having agreed in late 1985 to provide anti-ship missiles, surface-to-air missiles and
small arms and ammunition among others, in total worth of $ 1 billion.79 A connection that
was confirmed by a study in 2012 by RAND, an American-based think tank, which concluded
that several Iranian missile series portray Chinese technology and design.80 This partnership
with Iran, a Shia reference in the Middle East, might also have another dimension for China,
particularly to counter Sunni threats in the Xinjiang region, where the majority of modern
Uyghurs are Sunni.81
China's commitment to Iran was strengthened also after the implementation of the JCPOA,
when Xi Jinping visited Tehran and promised $ 600 billions of increase in trade over the next
decade.82 The development of key infrastructure was materialised in several projects where
China assisted substantially. Mashad-Tehran railway and its link to Turkmenistan, railway
connection from Tehran to Shiraz and Busherh are some of the projects which intend to
connect Central Asia with the Persian Gulf with a possibility of reaching towards the heart of
Europe.83 Before the re-imposition of U.S. sanctions, China was importing around 650,000
barrels of Iranian oil per day, trade managed by Chinese oil giants, CNPC and Sinopec.84
Maintaining good relations with Iran, is one of Chinese priorities within their foreign policy,
mainly due to the fact that Iran was China's fourth largest oil supplier in 2018.85 After the reimposition of the new U.S. sanctions, eight countries were given waivers allowing them to
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continue buying Iranian oil, a permission that lasted until May this year. However, as part of
the “maximum pressure” strategy by the Trump administration, these waivers were not
prolonged thus driving Iranian into a deeper economic hole with rising inflation and
unemployment. Nevertheless, China was among the countries who got the waiver and
continued to buy oil from Iran, however only 360,000 barrels per day, which is half of what
China was accustomed to receive.86 Apart from oil imports reduction, China was affected in
its infrastructure endeavours, such as the withdrawal of French oil company TOTAL from a
multibillion gas project in Iran that was carried out in partnership with the Chinese CNPC.87
Nevertheless, China seems to be for now abiding by the limits of trade with Iran demanded by
the U.S. mainly because of the current sensitive trade and technology relations, which led to
deepening of mistrust between these two superpowers.88
For the time being, China's behaviour is signalling that is willing to comply with the new
sanctions. Several scholars, have noted that China may be doing this in order to get a more
favourable trading position with Iran, or even implement a strategy of using smaller
companies with no exposure to U.S. to continue the trade.89 As mentioned before, for China,
Iran represents a vital strategic position in their BRI also by opening up a possibility to bypass
Russia on their way to Europe.90 The Mashad to Tehran railway which continues to Turkey
serves as an example of projects offering alternative route, with less “Russian” interference
for China.
When analysing the relations of China and Iran, we can also mention India in this section as
both form part of the group of actors who have external, more economic influence of the
realities occurring in the Middle East. India's relation with Iran is of geopolitical and
economic nature. It provides India with external access to energy, trade and regional
connectivity. Iran is one of India's main energy providing partners, although the renewal of
sanctions and limits established by the waivers have decrease oil imports by substantial
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amount. A year ago, Iran was third biggest oil supplier, while in December 2018, it slid to
sixth position.91 India is also using its ties with Tehran to gain more influence in Afghanistan
and Central Asia, committed to circumvent Pakistan, its rival in their region.92 This is mainly
materialised in the acquisition of the Chabahar port, development of the nearby railway
infrastructure and engaging with Iranian in order to offer a new transit route for the Indians,
Afghans and Iranians. This investment and economic ties have to look for solution of how to
overcome the new U.S. sanctions, an issue that both sides seem to be determined to deal
with.93 In the long-term India seems determined to cultivate close economic ties with Iran,
due its the strategic importance for its energy diversification of sources, trade and strategic
connectivity allowing India to bypass uncomfortable neighbours.
Saudi Arabia
As one of the principal economies of the Middle East, Saudi Arabia plays a vital role in the
political and economic developments occurring in the region. Its geopolitical interests can be
summarized in two main parts; to gain power and influence in the region and to counter Iran.
Given the current state of affairs, one cannot be done without the other. Saudi Arabia
considers Iran as the archenemy in the Middle East. There are several aspects to this rivalry
that result in different perceptions of what ought to be the power distribution in the area.
Religiously, these two actors have different, mutually excluding visions of how Islam should
be lived. Iran as a reference of Shia Islam, goes against the Salafist (Sunni) interpretation of
the Saudi royal family. The political system in Iran, shaped by the Islamic Revolution of
1979, is in opposition to the fundamentals on which Saudi monarchy is built on. Nevertheless,
these differences increase in strategic importance and urgency in relation to Iran's elevated
military activity through proxy wars, mainly in Syria and Yemen, and other countries such as
Lebanon, Iraq and Bahrain. The mere possibility of establishing a “Shia crescent” around
Saudi Arabia presents a direct threat to the survival of the royal family and the interpretation
of Islam it represents. Thus, justifying Saudi perception that Iran is a revisionist power that
91
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seeks to establish itself as a hegemon in the region, committed to break the status quo and
dictate the norms of the play.94
Although Saudi Arabia was trying to counter Iranian influence in Syria by supporting
militarily and economically rebels fighting the Al-Assad's regime, their efforts did not
produce desired effects. Al-Assad's regime is retaking territory lost to rebels or extremist
groups, and the announced withdrawal of the U.S. will give even more operating space to
expand to the east of the country. Tehran's military support on the ground and Moscow's air
and naval support, logistic and intelligence assistance gave superiority to pro-Assad camp and
resulted in shifting the power balance in the conflict. Nevertheless, the news of Syria taking
part in first Arab States meeting on March 3rd, 2019, since its suspension in 2011 due to
inability to end the bloodshed within its territory could be understood as subtle
rapprochement.95 However this invitation occurred after persistent lobbying by Jordan and
was responded to on the next day with Saudi Arabia declaring that it is too early to reestablish diplomatic ties with Syria.96 Analysing the current situation in Syria, it can be said
that Saudi Arabia does not possess the physical power to alter the geopolitical situation on the
ground in Syria, although strengthening of diplomatic ties by the Saudi family with AlAssad's regime can be expected.
Another battleground where the Saudi and Iranian rivalry clashes is in Yemen. The former is
directly involved with troops on the grounds and air support, while the latter operates through
proxies, in this case Houthi movement, who are Zaydi Shiites, therefore religiously affiliated
to Iran. Although, the Houthi movement operates more on an independent base, responding
primarily to themselves not to orders from Tehran, as was noted by American intelligence
officers, their actions are aligned with the objectives of Iran, and that is to weaken Saudi
Arabia in any way, shape or form.97 Currently, the Houthis control the capital of Sana'a and
the western parts of the country, from where they launch airstrikes on Saudi Arabia and
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United Arab Emirates with the technical assistance by Iran. Some call Yemen the “Achilles
heel” of Saudi Arabia, due to the incredibly costly military involvement ($6 billion per
month) compared to cheap, but extremely effective Iranian interference (few million dollars
per month). The international prestige of Saudi Arabia is being damaged by its brutal
interventions in Yemen and the humanitarian crisis that stem from these. Moreover, many
Yemenis in the occupied areas support the Houthi movement, whom they see as patriots
fighting the Saudi-American-Israeli conspiracy against their country, a vision strongly
propagated and promoted by the Houthis.
Saudi Arabia possesses aspirations to become a relevant power that wants take over the
leadership in the region. An affirmation supported by their diplomatic efforts in bringing
together Ethiopian Prime Minister and Eritrean President to sign a peace agreement in Jeddah
(Saudi Arabia) or the fact that the first foreign visit of President Trump was exactly to the
Kingdom of Saudi Arabia.98 Nevertheless, the diplomatic capacity of Saudi Arabia has been
damaged by the murder of Jamal Khashoggi, which tested the strength of Saudi-US relations,
however did not cause a rift, a reality affirmed by the U.S. Secretary of State Michael
Pompeo's declaration that Saudi Arabia is “fundamental to the stability and security of the
region.”99
Iran–Saudi Arabia proxy conflict
Back in 1979, when the Islamic Revolution took place, a dangerous call was made by the
revolutionaries. All secular states and monarchies in the Muslim world should be overthrown
and replaced with Islamic Republics. In a matter of months, the Middle East found itself
immersed in a transnational religious and political turmoil. Saudi Arabia was (and still is in
many ways) the foremost defender of the status quo. The Saudi government changed Iran’s
perception from an ally to an enemy that sought the vanquish of the Saudi dynasty. This was
the initial reason why the Iran-Arabia Saudi proxy conflict began.
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While the Islamic Revolution was still far from being deeply consolidated into the Iranian
regime, Sadam Hussein declared an opportunistic war on Iran. The Iran-Iraq war had key
consequences on both Iran’s and Saudi Arabia’s political system and stance100. As the havoc
of war intensified, the Iranians could take advantage of the situation in order to perform
political purges and suppress the opposition that arose inside Iran during the revolution101;
hence consolidating the regime. On the other hand, uprisings that took place inside Saudi
Arabia, such as the 1979 Grand Mosque seizure, cleared the path for the Saud monarchy to
strengthen and promote their Wahhabis policies both inside and outside Saudi Arabia102. In
fact, Saudi Arabia quickly took advantage of this opportunity when the outcome of the IranIraq war began to look favourable to Iran. With the premise of defending Islam, the Saud
firmly stood with Iraq against the revolutionaries. From that moment on, both Iran and Saudi
Arabia have claimed the leadership of the Islamic world. As the contest for the title went on
through the next decades, the two candidates’ regimes have focused on their differences, in
order to find potential allies that have common characteristics. As a result, the Iran-Saudi
Arabia conflict did put a special emphasize on the division between Sunni and Shia Muslims,
which now is one of the main issues regarding this conflict; and a key point to understand the
interests and methods of both sides.
Since the consolidation of the Islamic Republic of Iran regime, the way Saudi Arabia and Iran
expanded their sphere of influence changed completely. The activity of both countries was no
longer limited to the Middle East, but to every Muslim country where two forces were
present: Islamic monarchies and anti-Islamic monarchies movements. Wherever these two
actors were present, both Iran and Saudi Arabia would decidedly stand with one side. In the
case of Saudi Arabia, with monarchies; Iran, with the opposition. Therefore, the conflict
extended further than the Middle East, and especially into North Africa, where several
monarchies were still ruling in the region.
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The Gulf Cooperation Council was founded as an alliance between six Gulf monarchies:
Bahrain, Kuwait, Oman, Qatar, Saudi Arabia, and the United Arab Emirates; as a response to
the Iranian Revolution threat103. It was a unified regional, political and security front that had
as its chief objective to preserve the six countries monarchic regimes. Since 2011 the GCC
has tried to adopt a more joint cooperation104, especially regarding a coordinated economic
macro reform105. However, internal disputes have arose inside the organization, especially
regarding Qatar’s relations with Iran and non-state actors like the Muslim Brotherhood106
However, the most relevant to our days is the current stage of the conflict. The Arab Spring
shook the Middle East and North Africa. As soon as the protests extended over the region,
Iran and Saudi Arabia quickly identified which side to support and proceed to subtly
intervene. In general terms, Iran supported any organized group that was trying to overthrow a
monarchy or a secular government; whereas Saudi Arabia supported the side that could
guarantee the maintenance of the status quo in the region107.
The Iran-Saudi conflict was then put in flames and entered a new phase. Non-state actors
became increasingly relevant. The Sunni-Shia sectarian conflict acquired an even higher
intensity108. Libya and Iraq became failed states and thus severely unprotected against foreign
influence. Syria and Yemen fell into civil war and have become an active scenario of the IranSaudi Arabia proxy war109.
As this happened, Iran kept up her efforts regarding the so-called Shia Crescent. Iran’s
activity in Lebanon and Syria has further increased Iranian’s range of action: as recently as
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January 2019, Iran allegedly fired a missile at the Golan Heights110. This is a real example of
how effective Teheran’s proxies and alliances can be, and what extent they can reach.
During the Arab Spring, Iran, as well as most of the Gulf countries (except for Bahrain111) did
not suffer much internal destabilization in their regimes112

113

. Mainly thanks to strong

coercive forces, experienced in repression. Still, almost all of the other countries in the region
did experience heavy upheaval; and some suffered deep changes in the regimes.
Having taken into account the big picture regarding this this conflict, what can be expected to
happen next? What moves will both countries perform? How will the different scenarios
develop?
In the current day, Saudi Arabia and Iran are struggling for superiority over five main
scenarios: Syria, Iraq, Yemen, Lebanon and Bahrain. We have chosen to analyse Syria and
Lebanon conflicts due to the active presence of most of the main actors of the Middle East in
them.
Syria
Ever since the Iranian Revolution took place in 1979, Syria has been Iran’s only consistent
ally through the years114. As shown in the previous section of this document “Religion and the
Sunni-Shia division”, Syria’s Shia population roughly represents the 15% of the
population115; but has always been ruled by a Shia minority: the Alawite sect116.
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Iran and Syria share interests regarding Israel, the U.S. and Iraq.117 Both countries have
withstood external pressure shoulder-to-shoulder during decades118.
Since the outbreak of massive protests against the Al-Assad regime in 2011, Iran has heavily
supported the government119. Since 2012, Iran has fully supported the Syrian government
through military, economic and technical aid,120 which proved to be key for the survival of the
regime even more crucial when the conflict started.121
Saudi Arabia’s first known involvement in the Syrian scenario took place as soon as 2012,
when in joint operation with the CIA provided weapons to rebel groups for the first time122.
This will mark the Saudi involvement in the Syrian conflict as tied with the U.S. interests in
the region either partially or totally. Since the open conflict started, Saudi Arabia has been
actively involved in supporting Sunni rebel groups against the government, either through
military aid123 or through trying to turn the international community against Al-Assad124.
However, the lack of reliable and trustworthy rebel groups has been a serious problem for
Riyadh’s interests ever since the outbreak of the civil war125.
Sunni rebel forces of considerable strength are still entrenched in the northwest part of the
country, close to the Turkish border.
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Despite Saudi support, as of early 2019 most of Syria is under the Al-Assad’s control. And
territorial changes between the government and rebel groups have been stale for nearly over a
year126.
With these facts, we have analysed the conflict in order to try to predict possible scenarios in
the short term (the next five years, in the same fashion as the last chart previously elaborated).

Legend:
++ → Very positive impact on the plausibility of the scenario
+ → Positive impact on the plausibility of the scenario
- → Negative impact on the plausibility of the scenario
-- → Very negative impact on the plausibility of the scenario

As of today, scenario 1 is already very close to becoming the reality in Syria. It is basically a
continuity if no considerable events or changes take place in the next years. Scenario 2 would
imply trying to end the war as it is now. The event of a truce happening is not extremely
unlikely, but the chances of it actually transitioning into a consolidated peace in the country
126
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are very low. Nonetheless it is a plausible scenario. It would mean that Al-Assad would have
to face harsh negotiations with Rebel-held northwest region, Kurdish-held regions in the
north-east and Turkish-controlled territories in the north in order to establish internal stability
in the event of a truce that could lead to peace. Scenario 3 and 5 would be the worst-case
scenarios for the security of the Middle East region and have been feared by every side of the
conflict since the very beginning of it127

128

; but taking into account the volatility of the

region, they are also plausible scenarios. Scenario 4 would require for important conditions to
meet in order to happen, mainly ensuring that Iran and Turkey do not overextend their
interests in the regions. This scenario happening would be possible if Russia ensured the latter
does not happen. It could also revive ISIS strength, as it has been severely undermined by
U.S. air strikes129.
Taking into account all of the mentioned in this section (including the chart), we think Iran is
better suited than Saudi Arabia for achieving its interests in the region. The government has
resisted throughout the years and the Iran-Syria cooperation has never crumbled. Saudi
Arabia, on the other hand, never managed to properly and efficiently support a rebel group on
the long-term. As of today, the current fronts in Syria show the vastly geographical
superiority of Al-Assad’s regime in contraposition to those of the rebel groups. Iran was better
suited for this conflict much earlier than Saudi Arabia, has a four-decades long alliance with
Syria and was active in the country earlier and more decisively.
Lebanon
The Lebanese political scenario is extremely polarized. As the Shia-Sunni division has
increased in the recent times, so has the division among the Lebanese society. The Shia
community represents 49,22% of the Muslim population130. In the actual Middle East, that is a
considerable size for a Shia community and, therefore, it is included within Iran’s pansectarism.
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Since Hezbollah arose in the 80s, Iran has been consistently promoting it within Lebanon to
the point that it has become a proxy for Teheran131. Iran has carefully guided Hezbollah’s
transition from an active militant group during wartime132 to a main role in Lebanese
politics.133 Iran’s influence in Lebanon has lasted for almost four decades and the results
show: Hezbollah is considered to be both the most powerful political movement134 and a
stronger military force than the Lebanese army135. Syria has also worked in coordination with
Iran regarding Hezbollah: support and recognition have always been granted from the Syrian
regime136.
On the other hand, Saudi Arabia commenced an organized process of influencing over
Lebanon in the 90s. Riyadh’s main efforts regarding its policies were the expenditure of
millions of dollars into the reconstruction of Lebanon after the civil war in 1990 and the
efforts to build a Lebanese army with the objective of achieving military superiority over
Hezbollah137. Saudi Arabia has tried to get the U.S. and some European countries to join to
these projects. However, these measures have not been as effective as Iran’s regarding
Lebanon, and new methods have been tried. In 2017, Lebanon’s Prime Minister Saad Hariri
resigned immediately after arriving in Riyadh for an official visit.138. After returning to
Lebanon, Hariri made declarations in which he implied that serious pressures were done by
Saudi government officials in order for him to resign.139 Lebanese public opinion did not like
this action, and thus, the Saudis complicated themselves their situation in Lebanon even
more140. As of now, Riyadh is planning new moves regarding its Lebanese policy, but it is
definitely not looking favourable for Arabia Saudi141.
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In conclusion, we could estate that Iran has a stronger position in Lebanon, and its projection
seems to grow. Saudi Arabia’s millions and unconventional political moves have not proved
to gain any Lebanese public opinion favour; while in terms of military and politics, Hezbollah
provides Iran for a much better position in this scenario.
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Conclusions

One of the most important facts to take into account regarding the Iranian issue is its
unprecedented nature. Never before in history has there been a conflict regarding a country
that is struggling so hard and for so long to develop a nuclear weapons program in such a
radical asymmetrical warfare context.
The Iranian issue is very complex and counts with an uncountable number of actors and
drivers. These may change radically in a very little span of time, thus attributing the issue one
of its most important characteristics: its volatility. There are several points of tension with
different countries that rarely share interests. Added to Tehran’s bold geopolitical moves, it is
crucial to consider this volatility in every prediction or scenario.
Furthermore, we can also conclude that the US-Iran conflict is contributing to the
undermining of American global superiority, leading to what is already being labelled as a
‘multi-polar’ geopolitical global scenario. European countries are increasingly differing from
Washington’s policies, whereas US rivals, such as Russia or China, are promoting their
interests (either political or economic) with moderate success.
In the regional sphere, we can affirm that the Middle East is suffering heavy changes in its
balance of power. As the Iran-Saudi Arabia proxy war develops, results of the several proxy
conflicts mentioned in the text will start to show. The capability of projecting regional
hegemony and the Sunni-Shia division are the most important factors to take into account
regarding the future of the Middle East.
As a general conclusion, we can affirm with relative confidence that the Iranian issue counts
with four main characteristics:
-

Unprecedented similarities

-

Volatility

-

U.S. geopolitical decline

-

Heavy relevance of the regional particularities of the Middle East (mainly the SunniShia division)
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