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Introduction 

There is an old Persian saying which goes Kuh be kuh nemi-rasad; 

âdam be âdam mi-rasad: “A mountain never meets a mountain; a 

man meets a man”. One of the possible meanings of this proverb is 

that seemingly impossible events, like an encounter of mountains, 

are not precluded to human beings.  

When in March 2009 Barack Obama appeared in a video offer-

ing the Iranian people a ‘new beginning’, nobody could expect a 

US President and an Iranian President talking on the phone just 

four years later; let alone, more recently, US and Iranian high-

level diplomats walking side-by-side in public, engaging in con-

versation and apparently enjoying it.  

What happened over the last years is something that one should 

not be afraid to label as ‘historical’. After all, it was no less than 

thirteen years ago when the wrath of war seemed to be on the 

verge of reaching Iran. The inclusion of Tehran in the infamous 

‘Axis of evil’ together with Iraq and North Korea, in George W. 

Bush’s 2002 State of the Union Address, instilled in Tehran the 

fear of being the next target for ‘regime change’. It caused a sud-

den stop in cooperation between Iran and the US in the fight 

against al-Qaeda and the Taliban, secretly inaugurated after 9/11. 

This also resulted in strengthening the conservative faction in Iran 

and reviving the militant revolutionary language against the Great 

Satan. The 2003 revelation that Iran was covertly developing a 

military nuclear programme did the rest. Top American columnists 

began to daily call for an attack against ‘Iranian apocalyptic lead-

ership’ from their newspapers, while academics revived an old de-

bate on the correlation between nuclear weapons and stability. 

Above all, the Iranian nuclear crisis paralyzed the slow and diffi-
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cult process of somehow re-engaging the Islamic Republic, thus 

relegating Iran to pariah nation status.  

The announcement, on 14 July in Vienna, that a comprehensive 

deal had been reached, made many commentators breathe a sigh of 

relief. After more than a decade of reciprocal accusations and 

missed opportunities, Iran and the six countries involved in the 

talks succeeded in negotiating a shared solution to the crisis, soon 

endorsed by the United Nations. This is a truly impressive success 

today, when diplomacy seems unable to manage international cri-

ses. 

And yet, the nuclear deal is just the beginning of a process that 

will take months, years, to fully unfold. It will take time to re-

build confidence, to repair estranged relationships. Also, it will be 

months – at least – before the Iranian people can start benefiting 

from the sanctions relief granted by the deal.  

In this context, the ISPI report aims at assessing the long-term 

consequences of the nuclear deal on many levels. 

Aniseh Bassiri Tabrizi’s chapter 1 provides an assessment of 

the Vienna agreement (Joint Comprehensive Plan of Action, 

JCPOA). By recalling the background of the 12 year-long negotia-

tions, the author reconstructs a history of hope and delusion, high-

lighting all the missed opportunities of the past. The mood 

definitely changed – the author argues – after the election of Has-

san Rouhani, in June 2013. This led the P5+1 and Iran to sign their 

first agreement since the one in Paris in 2004. The Joint Plan of 

Action (JPOA) signed in Geneva in November 2013 provided the 

negotiators with an interim framework to build upon for a more 

comprehensive and long-lasting agreement. By providing an anal-

ysis of the provisions of the JCPOA, the author points out how the 

agreement blocks all possible pathways through which Iran could 

get access to the fissile material required for building a bomb. The 

author also guides the reader through the diverse phases of the 

deal’s implementation, pointing out that the announcement of the 

JCPOA is just the beginning of a long journey. Bassiri Tabrizi 

concludes that the deal is a great success for diplomacy and repre-

sents a comprehensive and long-lasting solution to the Iranian nu-
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clear issue, as well as a potential platform for cooperation between 

Iran and the international community on issues of mutual concern. 

For the Iranian economy, too, the nuclear deal is only the be-

ginning of a long path. The possible impact of the deal on Iran’s 

economy as well as the implications in terms of its return on the 

world energy markets is the main topic in chapter 2. In assessing 

the possible outcomes of a sanctions relief programme, Sara Ba-

zoobandi lists three major points: the release of Iran’s frozen as-

sets, the future of the energy sector, and the prospects of foreign 

investments in Iran. These points are further developed building 

upon an initial overview of the Iranian economy, which highlights 

its structural problems as well as the efforts undertaken in recent 

years to overcome them. The Iranian economy – as Bazoobandi 

puts it – has suffered from a number of structural difficulties over 

the past decades. Sanctions have made things worse and lowered 

Iranians’ standard of living. While implementation of the deal and 

the subsequent sanctions removal will give a helping hand to the 

Iranian economy, gradual reforms are also needed to resuscitate an 

ailing economy.  

But the sense of joy and hope with which Iranians greeted the 

announcement of the JCPOA also raises other questions: what are 

the implications of the agreement on Iranian domestic politics? 

After the excitement over the election of the moderate Hassan 

Rouhani in June 2013, and the enthusiasm for the achievement of 

a long-lasting agreement in July 2015, what’s next for the coun-

try? Will the ‘Diplomatic Sheikh’ be able to deliver on his elec-

toral promises and complete his agenda of reform? In chapter 3 

Annalisa Perteghella examines the potential as well as the con-

straints of Hassan Rouhani’s bumpy road to the 2016 and 2017 

elections. According to the author, the moderate President has not 

been the only one to reap the political dividends of the deal. Intra-

factional rivalries and the ultimate aim of ensuring regime survival 

are the two main driving forces at play in Iranian domestic poli-

tics. Consensus, thus, is a much needed asset for Rouhani in order 

to move on with his social and political reform agenda. 
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But the Vienna agreement also has significant implications for 

Iran’s position in the region. Rouzbeh Parsi’s chapter 4 provides a 

detailed analysis of the persistent search for a balance in the Mid-

dle East, which in the last years has come to rely on a kind of Isra-

el-Saudi Arabia duopoly aiming to keep the Americans in and the 

Iranians out. Iran’s bad name in the region, the author maintains, 

has served as an easy argument for arms purchases as well as an 

excuse to tone down demands for political change. And yet, Iran 

alone has a geopolitical weight that widely exceeds the combined 

heft of Israel and Saudi Arabia. Over the last years, the US pro-

vided the region with the extra counterweight needed to keep Iran 

boxed in, but now new dynamics may emerge. By investigating 

Iran’s role in the three major crises that are currently unfolding in 

the region – Iraq, Syria, and Yemen – the author shows how Irani-

an foreign and security policy is reactive and, in a way, opportun-

istic rather than strategic. A basic principle seems to guide Iranian 

security doctrine: “Confront potential enemies in foreign theatres 

rather than at home, insist on global actors like the US staying out 

of the region and thus accentuate Iran’s geopolitical weight”. As a 

consequence, Tel Aviv and Riyadh should not simply come to the 

conclusion that Tehran will use its new-found ‘freedom’ to wreak 

havoc in the region and assert itself even further. Rather, Parsi 

points out that Rouhani’s government will try to mend fences, in 

so far as possible, with Riyadh. At the same time, there is another 

major consequence of the deal: the US and Iran are not going to be 

friends any time soon, but Israel and Saudi Arabia can no longer 

rely on Washington to automatically counterbalance Iran.  

The complicated relationship between Tehran and Washington 

is the key issue of chapter 5. Claudia Castiglioni and Mariele Mer-

lati provide the reader with a detailed analysis of US-Iran rela-

tions, exploring the novelties (and uncertainties) of the current 

moment of engagement. The chapter includes an analysis of the 

current debate on Iran in the US, and tries to shed light on the 

complex decision-making process of Washington, especially when 

it comes to crucial decisions, such as Iran. The first paragraph of 

the chapter provides an overview of the missed opportunities for 
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engagement, followed by an analysis of the role of the US Con-

gress and the ‘battle’ between the US executive and legislative 

branches. The role of external actors, such as Israeli Prime Minis-

ter Benjamin Netanyahu, in influencing the US Iranian policy is 

inevitably included. According to the authors, it is not possible to 

envisage an alliance between Iran and the US. Still, the relations 

between Washington and Tehran are undergoing a deep change 

that in the best-case scenario could lead to the creation of a state-

to-state relationship that may lay the groundwork for future coop-

eration on common threats and shared interests. Despite all the un-

certainties looming on the horizon, not least the 2016 US 

presidential election, this is a one in a million opportunity not to 

be wasted. 

Chapter 6 further enlarges the scope of the analysis and covers 

the Russia-Iran entente in the aftermath of the nuclear deal. 

Clément Therme explores the complex dynamics of the Russia-

Iran partnership in the light of each other’s relations with the US. 

Moscow’s role in the nuclear negotiations was anything but negli-

gible. Indeed, it shows Russia’s ability to pursue ‘creative diplo-

macy’. From the Ahmadinejad’s era proposals of shipping Iranian 

enriched uranium to Russia to Moscow’s role in the construction 

of the Bushehr nuclear reactor, Russia-Iran nuclear cooperation is 

investigated. The analysis also covers the issue of the potential for 

cooperation between Moscow and Tehran for the development of 

a new Middle East security framework as well as the ideological 

courtship between these two ‘empires of the mind’. However, de-

spite the ongoing rapprochement between Iran and Russia, the fu-

ture of their partnership strictly depends on the extent to which 

Iran will be willing and able to re-engage with the West.  

The report also includes a final section outlining policy rec-

ommendations for the EU vis-à-vis Iran. Since the 1979 Iranian 

revolution relations between the European Union and Iran have 

been marked by ups and downs. A number of occasions for en-

gagement have occurred in the past, for example the ‘critical dia-

logue’ launched during the Rafsanjani era and the ‘comprehensive 

dialogue’ going back to the Khatami era. Since 2002, however, 
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relations have been monopolized by the nuclear issue. While lead-

ing the negotiation efforts, the EU chose to follow the US’ ap-

proach of containment: dialogue on non nuclear-related issues was 

frozen, trade relations dramatically dropped. Instead, the diplomat-

ic success achieved in Vienna – also thanks to the EEAS (Europe-

an External Action Service) commitment – may represent a new 

beginning in EU-Iran relations. Specific lines of action are pre-

sented in this final section, which may help rebuild confidence and 

further engage Iran.  

“A mountain never meets a mountain; a man meets a man”. In 

order for this historical opportunity not to be wasted, it is crucial 

that all actors keep their words and show a strong commitment 

towards a long-term, mutually acceptable, modus vivendi. Progress 

will be, at best, incremental, and a great deal of patience on all 

sides will be required. But the prize would definitely be worth 

waiting for.  

 

 

 

Paolo Magri  

ISPI Executive Vice President and Director 

 



 

1. The Nuclear Deal: 
Exploiting Its Potential 

Aniseh Bassiri Tabrizi 

After 12 years of diplomatic efforts, on 14 July 2015, the P5+1 

(permanent five members of the UN Security Council plus Ger-

many) and Iran finally agreed on a comprehensive deal on the Ira-

nian nuclear issue. 

This chapter will assess the potential of the Joint Comprehen-

sive Plan of Action (JCPOA) to solve the long-standing Iranian 

nuclear crisis. The first section will analyse the lengthy and chal-

lenging road to the JCPOA, providing a brief background of the 

decade-long negotiations, which started in 2003 under the helm of 

France, Germany and the United Kingdom, and terminated in Vi-

enna this past July. The second section will examine the provi-

sions and the timeline of the JCPOA, describing the obligations to 

which both parties accepted to comply until 2025 and outlining the 

steps which will be necessary for the implementation of the 

agreement and for the closure of the Iranian nuclear question. The 

third and final section will identify the reasons for which the 

JCPOA will most likely translate into a long-lasting arms limita-

tion agreement, while also providing opportunities for coordina-

tion between Iran and the international powers on issues of mutual 

concern, beyond the nuclear issue. 

Negotiating a peaceful solution to the nuclear issue  

On 14 July 2015, the P5+1 and Iran reached the JCPOA, a 

groundbreaking agreement under which Iran committed to curb its 
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nuclear programme in exchange for the lifting of the sanctions im-

posed against the country since 2006. The agreement is the result 

of 12 years of intense and challenging negotiations, which started 

in 2003 when information related to two previously undisclosed 

nuclear facilities in Iran (the uranium enrichment facility at Natanz 

and the heavy water production plant at Arak) were leaked, trig-

gering international concerns about the nature of the country’s nu-

clear programme.  

Although the Iranian leadership always maintained that the nu-

clear activities conducted were entirely peaceful, enrichment and 

reprocessing can lead either to the production of fuel for civilian 

nuclear reactors or to the production of weapons-grade nuclear 

material. 

Back then, the United Kingdom, France and Germany (also 

known as the EU3) decided to engage with Iran to find a peaceful 

solution to the unfolding crisis. The aim was to avoid the militari-

zation of Iran’s nuclear programme while preventing a military 

escalation of the crisis, leading to the potential eruption of another 

conflict in the Middle East following the war in Iraq. The EU3, 

later joined by the EU High Representative for Common Foreign 

and Security Policy Javier Solana, embarked on a series of negoti-

ations resulting in the signing of the Tehran Declaration (2003) 

and the Paris Agreement (2004): in exchange for nuclear, techno-

logical and economic cooperation, for two years the country 

committed to revealing the extent of its nuclear activities, to vol-

untarily suspending all uranium enrichment and reprocessing ac-

tivities and to ratifying the Additional Protocol, allowing the 

International Atomic Energy Agency (IAEA) – the atomic watch-

dog of the United Nations – to conduct snap inspections on nucle-

ar facilities
1
. 

                                                      
1 “Agreed Statement at the End of a Visit to the Islamic Republic of Iran by the 
Foreign Ministers of Britain, France and Germany”, 21 October 2003 (Tehran Dec-
laration); International Atomic Energy Agency (IAEA), Informal Circular, “Com-
munication dated 26 November 2004 received from the Permanent Representatives 
of France, Germany, the Islamic Republic of Iran and the United Kingdom con-
cerning the agreement signed in Paris on 15 November 2004” (INFCIRC/637), 26 
November 2004.   
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Despite the temporary breakthrough to the crisis, following the 

election of Mahmoud Ahmadinejad in late 2005, Iran resumed its 

enrichment activities and, as a consequence, talks with the EU3 

rapidly collapsed, paving the way to the referral of the nuclear is-

sue to the UN Security Council
2
. From early 2006, negotiations 

took place with the inclusion of the United States, Russia and Chi-

na, triggering the constitution of the P5+1, a format which has 

since been central in driving the mediating efforts in talks with 

Iran. The nuclear saga entered into a new chapter, constituted by 

the P5+1’s adoption of the so-called ‘dual track strategy’, a com-

bination of pressure and dialogue. Since then, the UN Security 

Council adopted five Resolutions demanding that Iran suspend all 

activities related to uranium enrichment and to cooperate fully 

with the IAEA
3
. Sanctions, a key element of the Resolutions, were 

since introduced to persuade Tehran to comply with its obliga-

tions. From 2010 onward, the US and the EU ratcheted up sanc-

tions against Iran, adding unilateral measures going beyond the 

UN Security Council Resolutions, hitting the country’s energy 

sector and isolating it from the global financial system
4
. 

                                                      
2 Statement by Germany, United Kingdom, France and EU High Representative on 
Iranian nuclear issue, 12 January 2006, Berlin, 
http://eu-un.europa.eu/articles/en/article_5554_en.htm.  
3 United Nations Security Council, “Resolution 1737 (2006) Adopted by the Security 
Council at its 5612th meeting, on 23 December 2006”, (S/RES/1737 (2006)); Unit-
ed Nations Security Council, “Resolution 1747 (2007) Adopted by the Security 
Council at its 5647th meeting on 24 March 2007”, (S/RES/1747 (2007)); United 
Nations Security Council, “Resolution 1803 (2008) Adopted by the Security Council 
at its 5848th meeting, on 3 March 2008”, (S/RES/1803 (2008)); United Nations 
Security Council, “Resolution 1835 (2008) Adopted by the Security Council at its 
5984th meeting, on 27 September 2008”, (S/RES/1835 (2008)); and United Nations 
Security Council, “Resolution 1929 (2010) Adopted by the Security Council at its 
6335th meeting, on 9 June 2010”, (S/RES/1929 (2010)), New York. 
4 The EU sanctions, which strongly affected the Iranian economy, included The 
Council of the European Union, “Council Decision 2012/35/CFSP amending De-
cision 2010/413/CFSP concerning restrictive measures against Iran”, 23 January 
2012; The Council of the European Union, “Council Regulation 267/2012 concern-
ing restrictive measures against Iran”, 23 March 2012; The Council of the European 
Union, “Council Decision 2012/635/CFSP amending Decision 2010/413/CFSP 
concerning restrictive measures against Iran”, 15 October 2012, Bruxelles. 

http://eu-un.europa.eu/articles/en/article_5554_en.htm
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Although negotiations between Iran and the P5+1 on a com-

prehensive deal continued, with intense talks taking place espe-

cially between 2011 and 2013, throughout this long phase no 

agreement between the parties was reached. The mood changed 

after the election, in June 2013, of Hassan Rouhani as President of 

Iran. Only five months after the ‘Diplomatic Sheikh’ was elected, 

Iran and the P5+1 signed their first deal since the Paris Agreement 

in 2004. Under the interim agreement – known as the Joint Plan of 

Action (JPOA) – signed in Geneva in November 2013, Iran ac-

cepted to curb part of its most sensitive nuclear activities, in ex-

change for some limited, targeted and reversible sanction relief
5
. 

For the following 20 months, talks between the P5+1 and Iran, 

chaired by Catherine Ashton first and, from March 2015, by cur-

rent EU High Representative Federica Mogherini, were based on 

the guidelines established by the JPOA, with the goal of finding a 

final settlement of the Iranian nuclear issue. After the JPOA was 

extended twice (in July 2014 and in November 2014), and a 

framework agreement was announced in April, facilitating the 

drafting of a final deal, in July 2015 the parties finally agreed on 

that final settlement: the JCPOA
6
. 

The provisions and timeline of the JCPOA  

The JCPOA is a complex and detailed document of about 109 

pages (including five annexes) outlining the obligations of the 

P5+1 and Iran for the next 10 years
7
.  

The agreement blocks all possible pathways (uranium enrich-

ment and plutonium paths) through which Iran could get access to 

                                                      
5 Joint Plan of Action, 24 November 2013, Genève, 
http://eeas.europa.eu/statements/docs/2013/131124_03_en.pdf.  
6 Office of the Spokerperson, Parameters for a Joint Comprehensive Plan of Action 
Regarding the Islamic Republic of Iran’s Nuclear Programme, 2 April 2015, Wash-
ington D.C., http://www.state.gov/r/pa/prs/ps/2015/04/240170.htm.  
7 Joint Comprehensive Plan of Action, 14 July 2015, Vienna, 
http://eeas.europa.eu/statements-eeas/docs/iran_agreement/iran_joint-
comprehensive-plan-of-action_en.pdf.  

http://eeas.europa.eu/statements/docs/2013/131124_03_en.pdf
http://www.state.gov/r/pa/prs/ps/2015/04/240170.htm
http://eeas.europa.eu/statements-eeas/docs/iran_agreement/iran_joint-comprehensive-plan-of-action_en.pdf
http://eeas.europa.eu/statements-eeas/docs/iran_agreement/iran_joint-comprehensive-plan-of-action_en.pdf
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the fissile material required for building a bomb; for the next dec-

ade, it also increases the so-called breakout time (the time it would 

take for Iran to produce enough fissile material to build a single 

bomb by employing its declared facilities) from the current esti-

mated 2-3 months to at least 12 months, maximizing the warning 

time of the international community if Iran decides to develop nu-

clear weapons. Under the agreement, Iran mainly committed to: 

 Reducing its number of operational centrifuges by two-

thirds
8
;  

 Converting its under-mountain facility at Fordow into a ci-

vilian nuclear, physics, and technology centre;  

 Redesigning and modifying its Arak heavy water reactor in 

order to no longer produce any weapon-grade plutonium, 

shipping all the spent fuel rods of the reactor out of the 

country; 

 Removing 98 per cent of its current stockpiles of enriched 

uranium, limiting them to 300kg (less than a quarter of the 

amount required to produce one nuclear weapon);  

 Capping its enriched uranium to 3.67 per cent, significantly 

below the level needed to create a bomb; 

 Implementing the Additional Protocol, enabling IAEA in-

spectors to access the country’s nuclear facilities where and 

when necessary to control that no fissile material will be 

covertly diverted to build a bomb.  

Under the JCPOA, Iran also accepted enhanced levels of IAEA 

monitoring, constituting confidence-building measures through 

which the international community could verify that the country 

does not intend to build clandestine installations and secretly pur-

sue the weaponisation of its nuclear programme. 

In return for Iran’s commitment to constraining its sensitive 

nuclear ambitions, Tehran would be granted the possibility to con-

tinue its research and development activities by testing higher 

generation centrifuges – more capable than those currently opera-

                                                      
8 Iran’s installed centrifuges currently amount to nearly 20,000, 9,000 of which are 
operational. 
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tional – “in a manner that does not accumulate enriched uranium”. 
Furthermore, while the US would maintain its own unilateral 

sanctions against Iran related to the country’s support for terror-

ism, destabilization in the region and violation of human rights, 

the P5+1 agreed to lift the multilayered nuclear-related sanctions 

imposed by the UN, the EU and the US in a phased way as Tehran 

implements its end of obligations; this would include the release 

of the frozen funds coming from Iran’s oil revenues, accounting 

for about $100bn. Through a ‘snap back’ procedure, these sanc-

tions will be reinstated should Iran be caught cheating or stop liv-

ing up to its commitments, creating a real incentive for Tehran to 

follow through. 

While the announcement of the JCPOA constituted a historic 

development (defined as the Finalisation Day), it only constitutes 

the first phase of a long process directed at the implementation of 

the agreement. On 20 July 2015 the UN Security Council unani-

mously endorsed the agreement between the P5+1 and Iran, adopt-

ing Resolution 2231
9
. This represented a crucial step for the 

JCPOA, since it highlights the international support for the “com-

prehensive, long-term and proper solution to the Iranian nuclear 

issue”. It also determines when the second stage, called Adoption 

Day, will start: by 28 October – 90 days after the UN Security 

Council’s endorsement – the commitment of both sides of the 

agreement will come into effect. Before Adoption Day, the JCPOA 

will be reviewed and approved by both the US Congress and the 

Iranian Majlis. On 19 August the Majlis appointed 15 lawmakers 

as members of an ad hoc committee, which started a review pro-

cess unlikely to threaten the implementation of the JCPOA. The 

vote in Congress seemed until recently to constitute a big hurdle. 

Lawmakers in Washington have been openly critical of any deal 

short of totally dismantling all of Iran’s nuclear facilities – an op-

tion deemed unrealistic by the US administration. However, de-

spite an intense political in-fight in Washington and extensive 

lobbying effort against the deal, Congress fell short of the votes 

                                                      
9 Security Council, Adopting Resolution 2231, Endorses Joint Comprehensive Agreement 
on Iran’s Nuclear Programme, 7488th Meeting (AM), 20 July 2015, New York. 
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required to pass a resolution of disapproval within the sixty-day 

period granted under the JCPOA. This will enable the Obama ad-

ministration to waive sanctions against Iran as required under the 

deal. 

Crucial to moving along the following phase of the JCPOA is 

also Iran’s implementation of the “Roadmap for Clarification of 

Past and Present Outstanding issues”, agreed with the IAEA and 

to be solved by mid December
10

. This constitutes a fundamental 

step to shed light on 12 nuclear activities of Possible Military Di-

mensions (PMD) concerning allegations of Iran’s past and possi-

bly present nuclear-weapons-related research. The third and most 

important stage, Implementation Day (expected in the first half of 

2016) will occur only pending verification by the IAEA that a full 

understanding of Iran’s past activities has been gained and that 

Iran effectively complied with its key obligations under the JCPOA. 

If the final report of the IAEA will be positive, the JCPOA will re-

place the provisions of the JPOA in force since January 2014 and 

most of the UN, EU and US nuclear-related sanctions imposed on 

Iran will be lifted. The fourth stage, Transition Day, will ensue eight 

years after Adoption Day, when the IAEA concludes that the nucle-

ar material in Iran remains for peaceful activities only and Tehran 

ratifies the Additional Protocol. This timeframe mirrors a US obli-

gation to seek legislative action in no more than eight years in order 

to terminate nuclear-related sanctions against Iran. The last phase of 

the implementation of the agreement will be marked by Termina-

tion Day – 10 years after Adoption Day –, when the UN Security 

Council Resolution 2231 endorsing the JCPOA will expire, termi-

nating all the provisions of the five previous Resolutions targeting 

Tehran’s nuclear programme since 2006 and removing the Iranian 

nuclear issue from the agenda. 

                                                      
10 International Atomic Energy Agency (IAEA) Director General’s Statement and 
Road Map for the Clarification of Past & Present Outstanding Issues regarding 
Iran’s Nuclear Programme, 14 July 2015, 
https://www.iaea.org/newscenter/pressreleases/iaea-director-generals-statement-
and-road-map-clarification-past-present-outstanding-issues-regarding-irans-nuclear-
program.  

https://www.iaea.org/newscenter/pressreleases/iaea-director-generals-statement-and-road-map-clarification-past-present-outstanding-issues-regarding-irans-nuclear-program
https://www.iaea.org/newscenter/pressreleases/iaea-director-generals-statement-and-road-map-clarification-past-present-outstanding-issues-regarding-irans-nuclear-program
https://www.iaea.org/newscenter/pressreleases/iaea-director-generals-statement-and-road-map-clarification-past-present-outstanding-issues-regarding-irans-nuclear-program
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Throughout this decade-long process, an eight-member Joint 

Commission – consisting of the P5+1, the EU High Representative 

and Iran – will verify that all the provisions of the JCPOA will be 

effectively implemented by the parties involved and will be in 

charge of handling the dispute resolution mechanism in the years 

ahead. 

The announcement of the JCPOA therefore constitutes only the 

beginning of a long journey which, if successful, will ultimately 

result in the closure of the Iranian nuclear question in 2025. How-

ever, it will not be necessary to wait a decade, but rather a few 

more months, before exploiting the potential of the nuclear deal 

will be possible. 

The potential of the JCPOA  

The agreement reached in July is the outcome of 12 challenging 

years of diplomatic efforts to find a fair compromise between the 

negotiating positions of the P5+1 (initially the EU3) and Iran. As 

outlined in the first section of this chapter, the JCPOA does not 

represent the first and only deal signed by the parties (see the Teh-

ran Declaration in 2003 and the Paris Agreement in 2004). How-

ever, differently from the previous deals, the JCPOA holds 

promise of constituting a comprehensive, long-lasting solution to 

the Iranian nuclear issue because it provides the means for each 

side to achieve their main goal.  

Already from the Implementation Day of the agreement, the in-

ternational powers will be able to meet their overriding objective: 

ensuring the peaceful nature of Iran’s nuclear programme. The 

limits imposed on the Iranian nuclear programme, outlined in the 

previous section, indicate that, if fully implemented, the JCPOA 

will effectively prevent Iran from producing fissile material for a 

nuclear bomb for at least 10 years; it will also enable the IAEA to 

detect and verify a potential diversion of the programme from a 

civilian to a weaponised one, giving international partners enough 

time to discover the violation and to react to it.  
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This explains why, on 20 July, the international community 

unanimously voted in favour of UN Security Council Resolution 

2231, endorsing an agreement which is considered to be a much 

preferable option compared to the existing alternatives: a military 

confrontation or the status quo. 

It is estimated that a military strike against Iranian nuclear fa-

cilities conducted by Israel or the US could at best set back the 

Iranian programme by a couple of years
11

. A reasonable assump-

tion is that military intervention would also trigger a “rally ʼround 

the flag effect”, which could lead Iran to overtly go after a bomb.  

On the other hand, the scenario featuring the absence of a com-

prehensive agreement would drive Iran to march relentlessly down 

the path of the past 10 years: in spite of sanctions, Iran would like-

ly continue to advance its nuclear programme, installing more cen-

trifuges (including the more advanced ones), resuming 

construction of the Arak heavy water reactor, increasing its stock-

piles and enriching uranium beyond the levels agreed upon under 

the JCPOA. The result would be a further shrinking of ‘breakout 

time’ and a greater Iranian capacity to produce fissile material, be-

ing on the threshold of a nuclear weapon capability, which would 

jeopardise the international community’s goal of ensuring the 

peaceful character of Iran’s nuclear programme.  

After Implementation Day, Iran would equally be able to 

achieve its long-sought goal: the recognition and the enjoyment of 

the country’s right to enrich exclusively for civilian purposes, as 

granted under Article IV of the Nuclear Non-Proliferation Treaty 

(NPT)
12

. The leadership in Tehran has painted the country’s ability 

                                                      
11 “Weighing Benefits and Costs of Military Action Against Iran”, The Iran Project, 
New York, September 2012, 
http://www.wilsoncenter.org/sites/default/files/IranReport_091112_FINAL.pdf.  
12 Article IV of the NPT, to which Iran is signatory since 1970, states the “inaliena-
ble right of all the Parties to the Treaty to develop research, production and use of 
nuclear energy for peaceful purposes”, as long as it is not intended to facilitate or 
support in any way the spread of nuclear weapons. International Atomic Energy 
Agency (IAEA), Treaty on the Non-Proliferation of Nuclear Weapons, INFCIRC/140, 22 
April 1970, Vienna, https://www.iaea.org/sites/default/files/publications/docu 
ments/infcircs/1970/infcirc140.pdf. 

http://www.wilsoncenter.org/sites/default/files/IranReport_091112_FINAL.pdf


22 Iran After the Deal 
 

to acquire nuclear technology for civilian use and to build an in-

digenous enrichment programme as an imperative to enter moder-

nity and to be recognised as a power in the region. The dispute 

over Tehran’s goal has been at the core of the failure to reach a 

long-lasting agreement on the nuclear issue in previous occa-

sions
13

. Through the JCPOA, Iran would keep a “mutually defined 

enrichment programme with mutually agreed parameters con-

sistent with practical needs”; furthermore, while limiting its nucle-

ar activities, the country would maintain its nuclear programme 

intact, without dismantling any of the existing centrifuges or fa-

cilities. Finally, in 15 years, all physical constraints on the Iranian 

nuclear programme imposed by the agreement will be lifted, leav-

ing Tehran with an industrial scale nuclear programme. 

In comparison with the deals previously negotiated, the JCPOA 

also provides proportional and reciprocal concessions to Iran in 

exchange for its commitment to curb its nuclear programme. The 

removal of international nuclear-related sanctions and the potential 

for economic integration, which will take place on Implementation 

Day – pending verification by the IAEA of Iran’s end of obliga-

tions – constitutes an appealing concession for the leadership in 

Tehran. President Hassan Rouhani, who largely based his electoral 

campaign in June 2013 on the improvement of the country’s econ-

omy, currently affected by sanctions and international isolation, is 

particularly likely to benefit from Iran’s economic and social de-

velopment triggered by the lifting of sanctions in the medium and 

long term. 

Therefore, if implemented, the JCPOA is likely to translate into 

a long-lasting agreement satisfying the main goal of each side and 

constituting a compromise between the initial negotiating posi-

tions of both the P5+1 and Iran. During the 20 months following 

the signing of the JPOA, all the parties involved in the negotia-

tions complied with their obligations and interacted on the basis of 

mutual respect and understanding; this signals the genuine com-

                                                      
13 In the Paris Agreement, for instance, negotiators indicated a permanent cessation 
of Iran’s enrichment activities as the only ‘objective guarantee’ that could be accept-
ed as assurance for the peaceful character of the country’s nuclear programme. 
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mitment of the negotiators and the political capital invested in the 

peaceful resolution of the nuclear issue. Because of that, it can be 

assumed that, should the parties successfully overcome the chal-

lenges faced before Implementation Day, they would comply with 

their commitments under the JCPOA for the years to come. 

Finally, as stated by the negotiators, the full implementation of 

JCPOA “will positively contribute to regional and international 

peace and security”
14

. The final settlement is unlikely to translate 

into a normalisation of relationships between Iran and the West 

before the closure of the nuclear question. However, the agree-

ment could provide a solid foundation for diplomatic interactions 

beyond the nuclear issue. Throughout the past 12 years, negotia-

tors on both sides limited their talks on the nuclear issue, while 

any other topic (including regional developments) has not been 

subject to discussion
15

. Because of the diplomatic opening provid-

ed by the nuclear agreement and the level of mutual respect and 

understanding achieved, especially during the last 20 months of 

the negotiations, a platform for cooperation on shared areas of 

concerns (such as the Syrian crisis, the fight against ISIS, and the 

war in Yemen) could however be created, should the JCPOA enter 

into its third phase (Implementation Day). 

Conclusion  

This chapter argued that the JCPOA reached in Vienna represents 

an important achievement for diplomacy and, by being the best 

available option, raises the hopes that a peaceful solution to the 

long-lasting nuclear standoff could be ultimately achieved. The 

agreement is the product of more than a decade of negotiations, 

and, as such, it managed to narrow the gaps of the initial negotiat-

                                                      
14 Joint statement by EU High Representative Federica Mogherini and Iranian For-
eign Minister Javad Zarif, Wien, 14 July 2015, Bruxelles, 
http://eeas.europa.eu/statements-eeas/2015/150714_01_en.htm.  
15 The only exception to this were the working groups established as part of the Par-
is Agreement and meeting between 2004 and 2005 to discuss the transfer of nuclear 
technology, trade and cooperation, and security.  

http://eeas.europa.eu/statements-eeas/2015/150714_01_en.htm
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ing positions, bringing the two sides to a compromise solution. In 

a few months, if fully implemented, the JCPOA could provide an 

opportunity for the six powers and for Iran to meet their respective 

main goals throughout the talks: on one end, the P5+1 could meet 

their objective of ensuring the exclusively peaceful nature of 

Iran’s nuclear programme; on the other, Iran could have its right to 

enrich for civilian purposes acknowledged. Despite the fact that a 

meaningful détente is likely to unfold only with the closure of the 

nuclear issue (expected in 2025), already from mid-2016 (follow-

ing the start of the Implementation Day phase of the JCPOA) the 

agreement could however prove to be a useful platform for coop-

eration on issues of mutual concern, particularly with regard to 

developments in the Middle East. The following chapters will ana-

lyse in detail the potential areas in which the parties could exploit 

the potential of the deal, should the JCPOA be fully and success-

fully implemented. 



 

2  Iran’s Economy and Energy: 
Back in Business? 

Sara Bazoobandi 

The announcement of Iran’s nuclear deal has brought a lot of hope 

inside and outside of Iran. The Iranian public, exhausted by the 

sanctions and isolation that were imposed upon them through a 

decade-long nuclear deadlock, came out to the streets to celebrate 

and show their support for the deal. Although the impact of the 

deal on their day-to-day lives is not likely to appear immediately, 

they welcomed the new hope for the future of their country. Vari-

ous figures within the country’s political élite have also expressed 

their support for the deal. The Iranian Supreme Leader, Ayatollah 

Khamenei, thanked the negotiating team for their efforts and con-

gratulated them for their achievements. The international commu-

nity has also welcomed the diplomatic marathon of the past few 

years, which proved the power of diplomacy over war.  
The smooth implementation of the deal will depend on a num-

ber of factors, most of which are beyond the control of the negoti-

ating teams. But the successful execution of the deal is expected to 

lead to various political and economic outcomes. Politically, Iran 

is no longer under immediate threat of a military solution that 

could have been a turning point for the international community 

and the already volatile Middle East. Economically, Iran is ex-

pected to enjoy relief from the economic pressure mounted over 

the past decades. One can divide the tangible outcomes of a sanc-

tion relief programme into three main areas: the release of Iran’s 

frozen assets, the future of the energy sector, and the prospect of 

foreign investments across various sectors of the Iranian economy. 
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The positive prospect of a sanction lift for the Iranian economy 

will be dependent on Iran’s structural economic problems. As a 

result of government policies in banking and finance, subsidy re-

form and privatisation, between 2005 and 2013 the Iranian econ-

omy faced new challenges. These were compounded by tightened 

Western-led economic sanctions on Iran. The country’s structural 

economic problems are likely to remain unchanged beyond the fu-

ture of the sanctions, limiting the progressive impact of sanction 

removal. This chapter aims to review key challenges and opportu-

nities for the Iranian economy after the sanctions are withdrawn.  

In order to highlight such opportunities and challenges, the 

chapter will start with an examination of the country’s key eco-

nomic indicators. It will continue by reviewing the key structural 

economic challenges of Iran. The chapter will then explore the key 

impacts of a sanction lift. Firstly, the release of Iran’s frozen assets 

as one of the immediate impacts of a sanction lift will be re-

viewed. Secondly, with specific focus on the energy sector, the 

prospect of foreign investments in Iran as one of the longer-term 

impacts of a sanction lift will be examined. 

An overview of the Iranian economy 

Iran’s economic growth had been relatively volatile during the 

first two decades after the Islamic Revolution of 1979. The 8 years 

of war with Iraq had devastated the economy and left long-lasting 

negative impacts on growth. From 1999 to 2007 the economy 

went through a fairly stable growth period. In the following years 

the tightening of the international economic sanctions in response 

to the country’s nuclear ambitions led to sharp declines in growth. 

By December 2013 the economy was experiencing its lowest post-

war growth of -5.4 per cent combined with 44 per cent year-on-

year inflation. The Rouhani administration applied tighter mone-

tary and fiscal policies, which brought annual inflation down to 
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15.6 per cent and boosted economic growth to just above 1 per 

cent in 2015
1
. 

FIGURE 1 – IRAN GDP GROWTH (1980-2014) 

Source: World Bank  

Unemployment in Iran has been historically high. Since a dec-

ade after the Islamic Revolution, the unemployment levels have 

constantly stood above 10 per cent. In October 2013 the govern-

ment announced that the unemployment rate in Iran had reached 

12.2 per cent, which is the highest of the previous decades, and is 

probably an understatement, as it does not take extensive under-

employment into account. This figure varies across different age 

groups and geographic locations within the country. For example, 

about 26 per cent of the population between 15-24 years of age 

does not have a job. The rate of unemployment of the same age 

group in Lorestan Province
2
 is above 50 per cent. Young educated 

Iranians are particularly affected by the lack of job opportunities
3
.  

                                                      
1 M. George, I. Coles, “Iran President Rouhani targets stagflation in first budget”, 
Reuters, 8 December 2013, http://www.reuters.com/article/2013/12/08/us-iran-
budget-idUSBRE9B703120131208. 
2 Lorestan is one of the Western Provinces of Iran and amongst the poorest areas of 
the country. 
3 “Interview with Adel Azar, the head of Iran Statistics Centre”, Mehr News Agency, 
2015, http://www.mehrnews.com/detail/News/2160948; BBC Persian, March 2013, 
http://www.bbc.co.uk/persian/iran/2013/10/131025_l51_unemployment_rate_iran.shtml. 
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The previous administration had changed the definition of un-

employment in order to manipulate the official unemployment 

figures. According to its new definition, “all individuals 10 years 

and older who worked for at least one hour during any given 

week, or who left their jobs temporarily for some reason, were 

considered employed”
4
. Since then, the official figures have 

shown a lower level in comparison with the real unemployment 

rate.  

FIGURE 2 – UNEMPLOYMENT % 

OF TOTAL LABOUR FORCE IN IRAN (1991-2013) 

 

Source: World Bank 

By mid-2013 Iran’s GDP “had contracted by 6 per cent” as in-

flation grew to 44 per cent. In his very first remarks after the 2013 

presidential election, President Rouhani described the situation as 

“very worrying”
5
. Over a period of ‘stagflation’, economic growth 

slowed down and inflation and unemployment increased leading 

to a larger number of Iranians living below the poverty line. The 

unofficial poverty line in Iran is defined as $900 for a family of 

                                                      
4 Sharq News, 2014, http://sharghdaily.ir/1392/12/29/Files/PDF/13921229-1393-
3-119.pdf. 
5 M. George, I. Coles (2013).  
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five people. Based on various studies by Iranian scholars inside 

Iran, currently about 40 per cent of the Iranian population – about 

30 million people – lives under the poverty line. In addition to the 

sanction-led economic challenges, the government’s economic re-

form plans have contributed to worsening the economic environ-

ment in Iran. One of the economic reform plans of that period was 

the subsidies reform programme. Distribution of targeted cash 

handouts contributed significantly to increasing the money supply 

in the economy. The rise of money supply in combination with ris-

ing commodity prices
6
 boosted inflation, leading to negative im-

pacts on purchasing power in Iran. The population below the 

poverty line has increased from 25 per cent before the beginning 

of the targeted subsidies programme in 2010, to 31 per cent after 

implementation of the programme
7
. 

Iran’s structural economic problems  

One of the key structural economic issues in Iran is the country’s 

business climate. In 2015 the World Bank ranked Iran as 130
8
 

amongst 189 countries for ease of doing business
9
. On average it 

takes 62 days to start a business in Iran and 172 days to deal with 

construction permits. This type of regulatory environment has 

strongly discouraged the economic activities of small and medium 

size enterprises and generally limited the private sector. Moreover, 

tough sanctions have pushed to the wall a number of small private 

enterprises, which could not cope with the pressure of increased 

costs and reduced activity in the economy. 

                                                      
6 One of the key challenges of energy price reform was controlling inflation due to 
rise of commodity prices and increase of liquidity. 
7 Deutsche Welle Persian, 2015, http://www.dw.com/fa-ir/۳%DB%B0-یون ل ی -م

فر یت-از-ن ع ران-جم ر-ای قر-خط-زی رار-ف د-ق   .a-18487904/دارن
8 The ranking is based on various criteria including getting credit, paying taxes, en-
forcing contracts and resolving insolvency. According to the World Bank, the high 
rankings confirm the conducive regulatory environment for start and operation of 
firms. 
9 World Bank, Doing Business, 2015, http://www.doingbusiness.org/rankings.  

http://www.dw.com/fa-ir/۳%DB%B0-میلیون-نفر-از-جمعیت-ایران-زیر-خط-فقر-قرار-دارند/a-18487904
http://www.dw.com/fa-ir/۳%DB%B0-میلیون-نفر-از-جمعیت-ایران-زیر-خط-فقر-قرار-دارند/a-18487904
http://www.doingbusiness.org/rankings
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In addition to the regulatory environment, the government’s 

policy to dominate businesses since the 1979 revolution has left 

the Iranian private sector somewhat immature and underdevel-

oped. After a massive wave of nationalising private wealth in the 

early years of the revolution, some liberalising economic strategies 

were introduced by the Rafsanjani administration into the post-war 

reconstruction and development plans. After a very long period, 

the privatisation of government assets returned to the govern-

ment’s agenda in 2004. The issue has been heavily politicized, as 

the tendency for benefiting those close to the respective ruling fac-

tions has been a major concern.  

The previous administration strengthened the business machin-

ery of the military and security apparatus including the Revolu-

tionary Guard and Basij-affiliated business conglomerates as well 

as the private businesses of their senior commanders. One of the 

most controversial cases of privatisation was in 2009. The deal 

was the biggest in the history of Iran’s stock market. A consortium 

formed of companies owned by the Islamic Revolutionary Guard 

Corps (IRGC) bought 50 per cent of Iran’s national telecommuni-

cations company for $8 billion. The competitor of the IRGC con-

sortium was a private company called Pishgaman Kavir Yazd 

Group (PKY)
10

. PKY is a cooperative company that was founded 

in Yazd Province by a group of retired employees from the Minis-

try of Communication and Information Technology in 1996
11

. Af-

ter bidding for 50 per cent of the privatized shares of the national 

telecommunications company, PKY was pronounced disqualified 

due to security reasons and forced to withdraw its offer when the 

IRGC consortium was accepted
12

.  

Privatisation under Ahmadinejad’s administration created a 

public debate as most shares were transferred to public sector-

linked investment funds, semi-governmental contractors and co-

                                                      
10 Pishgaman Group Website, http://pishgaman.com/SC.php?type=static&id=3.  
11 http://itiran.com/d/57637. 
12 BBC Persian, 2009, 
http://www.bbc.co.uk/persian/business/2009/09/090927_ka_stockexchange_irant
elecom.shtml.  

http://pishgaman.com/SC.php?type=static&id=3
http://itiran.com/d/57637
http://www.bbc.co.uk/persian/business/2009/09/090927_ka_stockexchange_irantelecom.shtml
http://www.bbc.co.uk/persian/business/2009/09/090927_ka_stockexchange_irantelecom.shtml
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operatives holding entities as payment for accrued debts in lieu of 

cash, while only 17 per cent of the transfers of shares in state-

owned enterprises went to the private sector. Concerns over cor-

ruption and mispriced assets have led Rouhani’s government to 

halt the privatisation scheme
13

. 

As noted above, the combination of poor macroeconomic poli-

cies and international sanctions led to a decline in employment 

and the rise of inflation, decreasing living standards in Iran. One 

of the major economic policies of the Ahmadinejad administration 

was subsidy cuts and the cash compensations associated with the 

cuts. The plan was heavily criticized and widely considered to be 

one of the key factors behind inflation as it was the cause of ex-

cessive money supply. Starting from his election campaign, Presi-

dent Rouhani promised that his administration would reform the 

programme in order to control its negative consequences. Their 

first measure was to cut top earners out of the cash handouts 

scheme. Parliament gave its initial approval to the government to 

cut nearly 22 million people from the previous payment system
14

.  

Although the cash handouts were too small to make much of 

difference in the lives of middle class Iranians, they made a posi-

tive impact on the lower-income rural and urban population. A ru-

ral family of five, with one or two persons earning $10 per day 

each, suddenly had about $450 in the bank as a result of the cash 

handouts programme. For Iran’s severely poor (living on less than 

$2 per day), which formed about 10 per cent of the country’s pop-

ulation in 2010, the payments have been of even greater signifi-

cance
15

. It would not be an easy task, therefore, for the 

government to “simply apologise and announce that the subsidies 

reform programme has failed and end it”, as a member of parlia-

ment suggested recently
16

. 

                                                      
13 The Oxford Analytica Daily Brief, “Investment is key to Iran’s economic recovery 
plans”, 4 December 2013. 
14 http://www.tehrooz.com/WebTools/PrintVersion/?NewsID=newsContent_140953. 
15 D. Salehi-Isfahani, Iran: Subsidy Reform amid Regional Turmoil, Brookings Institute, 3 
March 2011, 
http://www.brookings.edu/research/opinions/2011/03/03-iran-salehi-isfahani. 
16 Tabnak News,  
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The subsidy reform plan was initially supposed to spend 50 per 

cent of the revenues received from price adjustments on a targeted 

payment plan to compensate for higher prices; 30 per cent of it 

had to be paid to energy-intensive industries to encourage imports 

and innovation of new technologies and to cover the increasing 

cost of inputs; finally 20 per cent of it was planned to cover the 

administrative costs of the programme
17

.  The programme was ex-

pected to save the government about $60bn a year
18

, but in prac-

tice it did not become a self-financing scheme. Continued monthly 

cash payments to almost every Iranian citizen have been relying 

on Central Bank contributions and exert huge pressure on the al-

ready deficit-ridden fiscal budget. 

The next structural economic issue that the Iranian economy 

has faced for decades is Iran attracting foreign direct investments. 

In most of the public tenders and procurement activities, the pre-

vious administration decided in favor of providers that were affili-

ated with the Revolutionary Guard, the Basij, or former senior 

members of these organisations. This was a practice first intro-

duced by former President Rafsanjani during the post-war recon-

struction period of the 1990s. The largest economic unit of the 

IRGC, the Khatam-al-Anbia construction and engineering compa-

ny, owns nearly 812 corporations and completed 1,500 construc-

tion projects between 1990 and 2007
19

. 

The international sanctions encouraged the participation of 

IRGC affiliates in industrial activities, particularly in the oil and 

gas sector. As international firms abandoned projects in the Irani-

an oil and gas sector due to the sanctions, Khatam-al-Anbia often 

stepped in – becoming one of the economic beneficiaries of sanc-

                                                                                                            
http://www.tabnak.ir/fa/news/351069/یارانه-هدفمندی-طرح%E2%80%8Cخورد-شکست-ها. 
17 “A look at subsidy reform after one year”, Iran Times, http://iran-times.com/a-
look-at-subsidy-reform-after-one-year/. 
18 F. Fassihi, “Iranian Government Urges Public to Give Up Cash Handouts”, Wall 
Street Journal, 14 April 2014, 
http://online.wsj.com/articles/SB10001424052702303887804579501742639139738. 
19 M. Behnood, “Hadafe tahrim Amrica, Gharargah-e saazandegi khatam ol-anbia-ye 
sebaah” (“Target of American sanctions, the Guards’ Khatam ol-Anbia construction 
company”), BBC, 26 October 2007. 

http://www.tabnak.ir/fa/news/351069/طرح-هدفمندی-یارانه%E2%80%8Cها-شکست-خورد
http://iran-times.com/a-look-at-subsidy-reform-after-one-year/
http://iran-times.com/a-look-at-subsidy-reform-after-one-year/
http://online.wsj.com/articles/SB10001424052702303887804579501742639139738
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tions. In addition, for many years Chinese companies have been 

amongst the very few foreign businesses operating inside Iran de-

spite the sanctions. Therefore, access for all foreign investors to 

Iranian markets will require limiting the economic power of the 

IRGC affiliates and tight competition with the Chinese companies.  

The next structural economic challenge is related to the fluc-

tuation of the riyal, that has imposed major challenges to the Irani-

an economy. Since a large portion of the country’s foreign 

exchange income depends on oil exports, introducing a stable ex-

change mechanism has been a key question that the government 

has been facing over the past decades.  

Since the 1990s the government has been rearranging the cur-

rency exchange systems between (partial and complete) unifica-

tion and floating systems. Following the sharp depreciation of the 

riyal in 2012, the central bank initially offered foreign exchange 

for most current transactions at a rate which was below the rate 

offered in the parallel market. This method was eventually aban-

doned and the government unified official exchange rates in June 

2013
20

.  

The currency markets have remained relatively stable since the 

last presidential elections, with some minor fluctuations usually 

close to the nuclear negotiations deadlines. The heavy impact de-

rived from popular anxiety leading to a sudden rush to convert 

savings to foreign currencies seems to have calmed since the pres-

idential election, as domestic confidence in the future of the Irani-

an economy has increased with President Rouhani’s economic 

promises. 

Iran’s banking system is another economic sector with chal-

lenges beyond the sanctions. The Iranian banking network is 

amongst the largest Islamic financial systems in the world. The 

country has implemented major changes in its banking and finan-

cial system over the past decade, including the introduction of pri-

vate banking.  

                                                      
20 IMF, Islamic Republic of Iran, Country Report no. 14/93, 13 March 2014, 
http://www.imf.org/external/pubs/ft/scr/2014/cr1493.pdf. 

http://www.imf.org/external/pubs/ft/scr/2014/cr1493.pdf
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Private banking in Iran started with the establishment of new 

institutions as well as the privatisation of state banks. While 19 of 

Iran’s 27 banks are officially privately owned, in reality these 

banks are at least partly owned by companies that are controlled 

by the political élite or state-run organisations (like the IRGC and 

its affiliates). This is perhaps part of the government’s wider strat-

egy to limit the growth of Iran’s private sector, which has about 20 

per cent of economic activity, in order to prevent the country’s en-

trepreneurs from leveraging their economic power into political 

influence
21

. 

Lack of transparency and corruption is another big economic 

challenge that the country has been suffering from for many dec-

ades. Particularly in Iran’s financial sector, disclosure of infor-

mation is very poor. As a result, over the past few years the 

banking sector witnessed the worst scandals of its history.  

The next challenge in the Iranian banking sector is the issue of 

non-performing loans (NPL). Most Iranian banks show strong 

funding in the form of retail deposits (encouraged by historically 

high retail deposit interest rates), a fairly low operating cost base, 

and reasonable profitability. However, almost all the banks suffer 

from bad asset quality. In 2013 the ratio of Iranian banks’ bad 

loans stood at 15 per cent
22

. 

The previous administration forced state-owned banks to lend 

to the government in order to reduce its central bank borrowings. 

Due to the previous administration’s populist economic policies, 

the banks were also encouraged to offer interest-free loans to 

small businesses and low-income individuals. Moreover, the 

“quick return projects” programme introduced by the previous 

government promoted lending to investment projects that were 

                                                      
21 N. Bozorgmehr, “Obstacles fail to deter financier from opening private Iran 
bank”, The Financial Times, 7 May 2013, http://www.ft.com/cms/s/0/a36fda46-
b253-11e2-8540-00144feabdc0.html. 
22 “Iran bank chief looks to tame prices with ‘independence’”, Gulf Times, 21 Octo-
ber 2013, http://www.gulf-times.com/business/191/details/369206/iran-bank-
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expected to provide returns within two to three years, which ulti-

mately failed or took far longer than expected to succeed
23

. 

Another challenge facing the country’s financial sector is the 

operation of non-bank credit and financial institutions, which was 

specifically encouraged under Ahmadinejad’s administration. 

These institutions require a lower capital base to operate, were al-

lowed to obtain a license to open easily, and could charge up to 53 

per cent for loan interest
24

. Most of these institutions were affiliat-

ed with Islamic charity foundations, or with various elements of 

the military apparatus (i.e. Revolutionary Guards and the Basij)
25

. 

The role of the Central Bank of Iran (CBI) is another challenge 

facing the country’s banking sector. Traditionally, the CBI has 

been very much dominated by the government. During the Ah-

madinejad administration, the government’s overarching strategy 

was to implement its economic visions even when they clashed 

with the programmes of various government institutions, including 

the CBI. As a result, several heads of the CBI who did not accept 

fully coordinating the CBI’s strategies with those of the govern-

ment were dismissed within a short period of time. Over the past 

years, parliament has frequently criticized the government’s rela-

tions with the CBI, which damaged the independence of the cen-

tral bank by permitting the government to make extravagant 

spending commitments using CBI assets in order to fund its popu-

list and inefficient policies (i.e. cheap loans and job creation 

schemes)
26

.  

Another issue regarding the role of the CBI was its involve-

ment in one of the most controversial government projects. The 

government launched an ambitious housing project to address the 

                                                      
23 R. Williamson, “Iranian bankers look to Rouhani reforms to save industry”, Middle 
East Monitor, 3 October 2013, http://www.middleeastmonitor.com/articles/middle-
east/7653-iranian-bankers-look-to-rouhani-reforms-to-save-industry.  
24 The Oxford Analytica Daily Brief (2013). 
25 The government also often forced the state-owned commercial banks to provide 
funding to some of them. 
26 N. Bozorgmehr, “Tussle over Iran central bank governor”, The Financial Times, 21 
January 2015,http://www.ft.com/cms/s/0/436c960e-63d7-11e2-af8c-
00144feab49a.html#axzz2qwklcbCH.  
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growing demand for housing and aid lower-income citizens. The 

Mehr Housing Project started in 2007. Throughout the project, the 

government provided land to private developers free of charge and 

the new homeowners were supposed to receive a “99-year lease on 

the publicly owned land”. A complex network of banking institu-

tions was involved in the scheme, while most of the financial re-

sources of the project came from the Central Bank. Involvement of 

the Central Bank in this project complicated the implementation of 

monetary policy. The Housing Bank (Bank Maskan) received 

credit and other financing facilities from the Central Bank to fi-

nance the project. By early 2012 Central Bank financing to Bank 

Maskan represented about 40 per cent of base money. As a result, 

the Central Bank was unable to control the inflationary pressure 

imposed by domestic energy subsidy cuts, while its involvement 

in the project limited its ability to provide credit to the rest of the 

economy. President Rouhani’s administration has stopped the 

Central Bank’s financing of the project but its future financing 

remains uncertain
27

. 

The Rouhani administration echoed parliament’s concerns and 

promised to grant the CBI more independence. Rouhani’s cabinet 

has agreed to separate monetary and fiscal policies. Furthermore, 

the new government promised to leave monetary policies under 

CBI control in order to allow the bank to control liquidity and 

bring down inflation
28

.  

As noted, Iran’s structural economic problems have by no 

means been caused by the international sanctions. In some cases, 

the effects of such problems were worsened when they coincided 

with the tightened sanctions. Therefore, the resolution of these 

challenges will require major monetary and fiscal reforms that are 

beyond the removal of international sanctions. 

                                                      
27 IMF (2014).  
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The impacts of a sanction lift: 
the release of Iran’s assets 

One of the key outcomes of a sanction lift for Iran is the release of 

government-owned assets. With the announcement of the nuclear 

deal, various speculations have been made on the possible ways in 

which the Iranian government would spend these assets. Various 

Iranian officials have given different estimates of the size of the 

frozen assets. At the same time some foreign observers and offi-

cials, including the Israeli Prime Minister, have raised their con-

cerns about Iran’s plans to channel these assets towards its 

regional ambitions. 

As noted in the previous section, financial information trans-

parency is one of the key structural challenges that the Iranian 

economy has been struggling with in past decades. The case of 

Iran’s frozen assets and the discrepancy between the different es-

timates that have been given by Iranian officials confirm a visible 

lack of transparency. Tahmaseb Mazaheri, the former head of the 

Central Bank of Iran, in an interview with one of the local news 

agencies said that only figures given by CBI are reliable as the 

bank has the exact figure of Iran’s blocked assets. He added that, 

in total, this figure is no higher than $20-25bn. Estimates by other 

Iranian officials were as high as $130bn. Some officials, including 

Mr. Mazaheri, have argued that China’s overdue payments are not 

categorized as blocked assets, hence not included in the esti-

mates
29

. 

The governor of Tehran gave one of the highest figures given 

by Iranian officials on the size of the country’s frozen assets. He 

stated that the total of government assets held because of the sanc-

tions is about $180bn. One day after the announcement of the deal, 

the head of the CBI also commented on the total figure for Iran’s 

frozen assets and claimed it to be $29bn. A member of the parlia-

ment (Majlis) was reported by a state-owned news agency in Iran 

to have said: “$22bn of CBI’s assets are held in Japan, South Ko-
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rea, and the United Arab Emirates. Another $6bn in overdue oil 

payment is also held by the Indian government”
30

. 

The discrepancy between the figures announced by different 

senior officials in Iran ignited a controversial debate in the coun-

try. The Iranian finance minister, Ali Tayeb Nia, spoke at a press 

conference after the Vienna deal was announced and stated that 

$120bn is an incorrect figure. According to Mr. Tayeb Nia, $35bn 

of these assets are invested in a state-owned company called ‘Ni-

koo’ which is involved in the oil sector. Another $22bn is also 

kept as collateral by Chinese state-owned banks to secure financ-

ing projects in Iran
31

. 

Since the Geneva agreement in 2013, $7bn of Iran’s frozen as-

sets was released in two payments
32

. After the Lausanne agree-

ment in April 2015, $700mn of Iran’s assets was released each 

month and paid to the Central Bank
33

. In addition, throughout the 

two final years of Iran’s nuclear negotiations, 21 tons of gold 

(worth about $1.1bn) would be released
34

. There is very little in-

formation available on how these assets were used after the gov-

ernment received them. There are, however, some areas that are 

likely to absorb some of the government’s released assets: 

1. Financing imports: President Rouhani’s government began the 

election campaign by promising to improve people’s standard 

of living. Now, as a part of a short-term delivery of the election 

promises, the government is likely to spend some of the re-

leased assets to import much needed medical supplies, indus-

trial equipment, raw materials and even consumer goods. In 
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31 Ibid. 
32 S. Rajabova, “Iran to receive frozen assets under Vienna deal”, Azer News, 4 Au-
gust 2014, http://www.azernews.az/region/69386.html. 
33 J. Borger, P. Lewis, “Iran nuclear deal: negotiators announce ‘framework’ agree-
ment”, the Guardian, 3 April 2015, 
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addition, countries like China are also likely to be willing to 

make their overdue payments in goods. The former head of 

CBI recently expressed concern over the overdue payments 

held by the Chinese government by saying: “when the West 

decided to block Iran’s assets, they announced their decision 

and after the nuclear agreement they announced their plans for 

release of these assets. But it is a different story with the Chi-

nese. Even after the deal, it will be a challenge for Iran to re-

ceive those assets from China. In the best case, we expect the 

Chinese to repay Iran with ‘low-quality’ Chinese-made goods 

through their own subsidiaries and middle-men”
35

. 

2. Restructuring the financially distressed government organisa-

tions: as noted in the previous section, the public sector has 

remained the biggest economic player of the Iranian economy. 

State-owned companies control most of the economic activi-

ties. According to official reports, over 30 per cent of the busi-

nesses in Iran are controlled by the Social Security 

Organisation (SSO)
36

. Recently, government officials com-

mented on the status of the SSO and its subsidiaries, which 

shows that almost all the companies owned by the SSO are ei-

ther already bankrupt and closed down, or taking huge losses
37

. 

Since the SSO is in charge of the biggest state pension fund in 

Iran, it is expected that the government will inject some of the 

assets in revitalizing such organisations. 

3. Repayment of the government’s debt: over the past years, the 

government has accumulated substantial amounts of debt to 

various institutions domestically. For example, the government 

accumulated about $2bn in overdue payments to privately-

owned power plants. The private electricity plants are produc-

ing nearly half of the country’s electricity consumption. In ad-

                                                      
35 Deutsche Welle Persian, 2015, http://www.dw.com/fa-ir/سب -مظاهری-طهما

یها ن ی ول-چ د-را-پ یرن گ ی س-و-م یدهند-پ م  .a-18593732/ن
36 Sazeman-i Tameen-i Ejtemaee, is the biggest state pension funds which owns assets 
and companies across the country in various sectors. 
37 Deutsche Welle Persian, 2015, http://www.dw.com/fa-ir/یت ع ض ی-و حران -ب

های ندوق ص گی- ت س ش ازن ران-در-ب   .a-18593656/ای

http://www.dw.com/fa-ir/طهماسب-مظاهری-چینیها-پول-را-میگیرند-و-پس-نمیدهند/a-18593732
http://www.dw.com/fa-ir/طهماسب-مظاهری-چینیها-پول-را-میگیرند-و-پس-نمیدهند/a-18593732
http://www.dw.com/fa-ir/وضعیت-بحرانی-صندوقهای-بازنشستگی-در-ایران/a-18593656
http://www.dw.com/fa-ir/وضعیت-بحرانی-صندوقهای-بازنشستگی-در-ایران/a-18593656


40 Iran After the Deal 
 

dition, the government’s debt to state banks and pension funds 

stands at about $64bn
38

.
 
Finally, the national oil company has 

also accumulated about $50bn of debt. Late repayment penal-

ties have also been increasing and added to the initial debt fig-

ure
39

. Therefore, a share of the frozen assets is likely to be 

spent on repaying the government’s debt to various public and 

private organisations. 

4. Financing delayed development projects: nearly 2700 infra-

structure projects have been discontinued due to the recent 

economic pressures on Iran. A combination of international 

sanctions and low oil prices has pushed the government to put 

major development projects on hold. Iran reportedly requires 

$24bn to complete major railway projects. Moreover, 8,100km 

of highways, of which 2,400km are considered high priority, 

have been put on hold due to budget shortages
40

. Part of the as-

sets are therefore expected to be allocated to re-start the halted 

infrastructure projects. 

The impacts of a sanction lift: 
oil and the prospect of foreign investments in Iran 

As the Western-led sanctions mounted on Iran, the country was 

pushed out of the global oil market. Iran’s oil production was re-

duced from being the second largest in the Organisation of the Pe-

troleum Exporting Countries (OPEC) to the fourth in 2013, “after 

Saudi Arabia, Iraq, and narrowly behind the United Arab Emir-

ates”
41

. 
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The nuclear agreement is expected to pave the way for the re-

moval of sanctions and the gradual return of Iranian oil to the 

global market in 2016. After waiting in Iranian waters for a few 

months, the first tanker (carrying 2 million barrels (mb) of Iranian 

oil) sailed to Asia immediately after the nuclear deal was an-

nounced in July 2015
42

. The country’s potential production level is 

likely to increase from 1.6 million barrels per day (mb/d) in 2014 

to its pre-sanction level of 2.4 mb/d in 2016. 

Many observers have warned about the downward-thrust effect 

of Iran’s nuclear deal on oil prices. It is speculated that Iranian oil 

will add to surplus supply when it comes back on the market, and 

will push prices down. In mid-2014 the price of North Sea crude 

stood at about $110 per barrel (pb) and by mid-2015 it dropped to 

$50pb. West Texas Intermediate (WTI) crude was also trading be-

low $50pb in 2015. This decline in price happened long before the 

nuclear deal was reached and it was mainly attributed to oversup-

ply. It is therefore speculated that the return of Iranian crude will 

impose further downward pressure on the market as it will add to 

the existing glut. 

Based on current global supply, some price speculations make 

tough predictions for the future of oil prices that are as low as 

$40pb. Since the only oil cartel with some control over its mem-

bers’ productions is OPEC, the key solution to avoid the histori-

cally low prices in the current global markets seems to be a 

production cut of at least 2mb by OPEC members.  

Several OPEC members, including Iran, have already ex-

pressed their desire to lower production in the hope of higher pric-

es, while richer Persian Gulf producers have been eager to 

preserve their market share. The different views about the future 

of the oil market have created disputes within OPEC. Saudi Ara-

bia, and the rest of the Gulf Cooperation Council (GCC)’s smaller 

producers ignored calls from some members, including Iran, for 
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production cuts that could push the price up to between $75 and 

$80pb
43

.  

Iran has already expressed hopes of being able to double its 

exports soon after the sanctions are lifted. If that were to be 

achieved, OPEC would require a revision of the existing quota 

system. The return of Iranian oil to the market and the GCC pro-

ducers’ insistence on maintaining their market shares at lower 

prices is expected to lead to more controversy within OPEC. Saudi 

Arabia has been acting as the key decision-maker on behalf of the 

GCC members within OPEC. Consequently, more clashes over 

production levels will be likely between Iran and Saudi Arabia. 

One of the immediate tactics that Iran is expected to apply in 

order to re-gain its market share is to offer higher discounts. The 

country has used such methods during the past few years particu-

larly towards China and India, which were Iran’s only remaining 

customers after the tightening of the sanctions. As the nuclear ne-

gotiations were taking place, Iran began offering steep discounts 

to China. By June 2015 China’s imports of Iranian oil increased 

by 26 per cent while the country’s imports from Saudi Arabia be-

gan to decline
44

. 

The speculations about the prospective return of Iranian oil to 

the global market are fairly divided. Some argue that current glob-

al supply is likely to decline due to a predicted decline in global 

consumption (mainly led by lower Asian consumption). For that 

reason, prices are expected to drop further not just because of 

oversupply but mainly because of low consumption. Therefore, a 

more than a million barrel per day increase in Iranian production is 

not going to have a major distorting effect on the market balance, 

because prices are on a downward trend regardless of Iranian oil’s 

comeback. At the same time, another group argues that the return 

of Iran’s oil will intensify the competition amongst the Persian 

                                                      
43 “Return of Iranian oil may cause more OPEC tensions”, Hurriet Daily News, 19 
July 2015, http://www.hurriyetdailynews.com/return-of-iranian-oil-may-cause-
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Gulf producers and will transform the market into a ‘buyers’ mar-

ket. In other words, Iran’s effort to re-gain its market shares will 

be translated into increasing facilities and discounts provided by 

various producers to the main buyers, especially in Asia. This will 

provide an environment in which buyers will be in much better 

positions to take advantage of low prices
45

 while producers will 

compete in offering the lower differentials.  

As discussed above, the release of Iran’s frozen assets and the 

return of the country’s oil to the global market are both expected 

to take place within a relatively short period of time after imple-

mentation of the deal has officially begun. The impact of the nu-

clear deal on the future of foreign investment in Iran, however, is 

expected to take longer. This is due to a combination of factors, 

including: regulatory limitation and ease of business in Iran, the 

investment risk perceived by foreign investors, and the role of 

state-owned enterprises in the Iranian economy. All in all, the im-

plementation of the nuclear deal and withdrawal of the sanctions is 

expected to lead to a fairly rapid increase in Iranian oil exports to 

its pre-sanction level, while the return of foreign investors will 

take time. 

Regarding Iran’s energy sector, there are two opposing scenar-

ios that are likely to happen. Given the challenges discussed 

above, Iran is expected to face difficulties in re-gaining its market 

share. Therefore, the first likely scenario is that the country’s en-

ergy sector may not be a desirable destination for foreign investors 

aiming at increasing the country’s oil production capacity because 

a further increase in Iran’s production level in the current market 

climate will have a downward pressure on prices. The opposing 

scenario sees the success of Iran’s energy sector in attracting for-

eign investors. In this scenario the low production cost of Iranian 

oil as well as the ease of production operations, in comparison 

with deep-water, oil sand, and shale fields, are two major factors 

for successfully attracting foreign investors.  

The Iranian government’s key incentive to attract foreign in-

vestors is to increase production capacity. Iran’s oil production has 
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been lowered over the past few years and this was merely due to 

the tightening of the sanctions, not technical difficulties. There-

fore, one can argue that the Iranian oil sector has no immediate 

demand for foreign investments to reach its pre-sanction levels. 

Iran’s National Oil Company, with a long history of development 

and operations under war conditions for eight years, has benefited 

from training highly qualified and experienced engineers and 

managers. In terms of having access to adequate technology, alt-

hough under sanctions, Iran has managed to maintain a fairly sta-

ble production level of around 2.5mb for roughly two decades. A 

recently published paper by Deloitte on the prospect of foreign in-

vestments in Iran concludes: “even if foreign investment arrives 

slowly, Iranian oil production has good prospects for a revival dur-

ing the next decade”
46

. 

FIGURE 3 - IRAN’S CRUDE EXPORTS 

IN THOUSAND BARRELS PER DAY (1986-2012) 

 
Source: IEA 

As noted above, there are various scenarios under which the fu-

ture of foreign investment in Iranian oil sector may progress. 

While there is a strong body of evidence confirming the lower 

demand and attraction of the Iranian oil sector for foreign inves-

                                                      
46 E. Maslin, “Deloitte: Foreign investment in Iran will take time”, OE Digital Edi-
tion, 24 July 2015, http://www.oedigital.com/engineering/item/9837-foreign-
investment-in-iran-will-take-time-deloitte. 

http://www.oedigital.com/engineering/item/9837-foreign-investment-in-iran-will-take-time-deloitte
http://www.oedigital.com/engineering/item/9837-foreign-investment-in-iran-will-take-time-deloitte
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tors, the gas sector offers a more promising future in that respect. 

While Iran’s oil production has remained fairly stable for practi-

cally two decades, the country’s gas production nearly doubled 

over the same period of time. Iran’s gas production has increased 

from about 3 trillion cubic feet (tcb) in 2004, to above 6tcb in 

2013. Given the growing global demand for gas, particularly in 

Asia, the Iranian gas sector has much greater potential for invest-

ments to offer foreign investors.  

Iran’s gas infrastructure has remained significantly underde-

veloped over the past years. This has had great impact on limiting 

the country’s production and markets shares. While neighboring 

Qatar has significantly prospered
47

 from investments in gas sector 

development projects, Iranian gas fields have remained under-

exploited. Depending on the government’s strategies and willing-

ness to open the sector to foreign investors, Iranian gas is expected 

to stand a better chance of attracting the foreign investors. 

FIGURE 4 - GROSS NATURAL GAS PRODUCTION 

IN IRAN IN TRILLION CUBIC FEET (2004-2013) 
 

Source: IEA 

                                                      
47 S. Bazoobandi, “GCC Sovereign Wealth Funds: Aims and Motives”, in The Rising 
Gulf. The New Ambitions of the Gulf Monarchies, V. Talbot (ed.), Milano, ISPI-Epoké, 
2015. 
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Conclusion 

The Iranian economy has suffered from a number of structural is-

sues over the past decades. Except for the period between 1999 

and 2007, when growth had been fairly stable, it had been predom-

inantly volatile during the first two decades post-Revolution. The 

country experienced stagnant growth and recession during most of 

the 8-year war with Iraq. The government’s nuclear ambitions 

leading to heavy international sanctions forced the economy into 

the worst conditions since the war. Combined with long-term eco-

nomic problems, the immediate outcomes of escalating the sanc-

tions were negative growth, rising unemployment and mounting 

inflation. These outcomes hit the standard of living in Iran rela-

tively hard and sent a higher number of Iranians into poverty.  

A number of macroeconomic issues have been discussed in this 

chapter, including: the inefficient banking system, lack of trans-

parency, corruption, bad macroeconomic policy choices, the gov-

ernment’s heavy dependence on oil revenues, an inefficient 

business environment, and the influence of government institu-

tions, particularly those affiliated with the IRGC. These issues 

have amplified the effect of the toughened international sanctions 

over the past years. A certain degree of economic difficulty is 

therefore expected to continue after the gradual lift of the sanc-

tions. 

This chapter divided the impacts of the lift of the sanctions into 

short-term and long-term impacts. The short-term impacts include 

the release of frozen assets and the return of oil exports to pre-

sanction levels. The long-term impacts also include increases in 

oil and gas production from their pre-sanction levels as well as in-

creases of foreign investment in Iran, particularly in the energy 

sector.  

While implementation of sanctions removal is an important el-

ement in achieving the long and short-term impacts, the structural 

challenges of the Iranian economy will undoubtedly affect overall 

economic conditions. For example, resource management, corrup-

tion, and poor transparency are challenges expected to affect the 

potential positive impact of frozen assets repayment. Under the 
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current system, most of government procurements and develop-

ment projects are controlled by state-owned enterprises. Therefore, 

a portion of these assets, when returned, will be fed into the gov-

ernment organisations with minimum impact on the rest of the 

economy, particularly the private sector and the job market.  

There are also a number of challenges that foreign investors are 

likely to face when entering Iran. One of the key challenges of this 

kind is the role of the state-owned enterprises. As stated above, the 

involvement of state-owned enterprises, and particularly those 

with links to the military and security apparatus, has been one of 

the long-standing structural problems of the Iranian economy. 

Various state-owned enterprises, including the IRGC affiliates, 

have been controlling major economic sectors and businesses in-

side Iran. Even Iranian private-sector companies have often failed 

to survive the competition with state-owned conglomerates. Such 

issues are not expected to be resolved with  removal of the sanc-

tions. Should the government fail to address the strong dominance 

of these institutions, foreign investors’ activities in Iran are likely 

to remain limited and discouraged in the long run. 

The nuclear deal was a great diplomatic achievement for Iran 

as well as the international community. For the Iranian economy, 

however, it is only the beginning of a relatively difficult path. Un-

less the non-sanction related economic issues are resolved through 

gradual reforms, Iran’s economy will not fully benefit from with-

drawal of the sanctions. Particularly in the field of foreign invest-

ment, reforms that will improve ease of business will remain vital. 





 

3. What’s Next for Rouhani? 

Annalisa Perteghella 

The election of Hassan Rouhani in June 2013 was greeted with 

both a sense of relief and enthusiasm. Most of all, it reignited a 

new sense of hope into a system whose legitimacy was put seri-

ously in doubt after the 2009 events
1
. President Rouhani – a mod-

erate, but first of all an insider – was elected on a platform calling 

for “prudence and hope” and resting mainly on three pillars: end-

ing Iran’s diplomatic isolation, resuscitating its economy, and en-

hancing social and political freedoms. Choosing a key as the 

symbol for his campaign, the ‘Diplomat Sheikh’ promised to un-

lock the closed doors of the Islamic Republic. 

During the first two years of his tenure, President Rouhani and 

his experienced team of technocrats have focused mainly on the 

first two objectives: ending Iran’s diplomatic isolation and allevi-

ating sanctions, both of which have shown steady progress by 

means of the nuclear negotiations.  

Regarding the third pillar, expanding social and political free-

doms, progress has been much slower: although some promises 

have been fulfilled, such as reinstating university professors previ-

ously dismissed for their political views or reopening Iran’s House 

of Cinema, major breakthroughs such as ending the house arrest of 

Green Movement leaders or making the Ministry of Intelligence 

answerable to public regulatory bodies are still far on the horizon
2
. 

                                                      
1 “‘Crisis of legitimacy’ in Iran”, interview to Arang Keshavarzian, Council on For-
eign Relations, 16 June 2009, http://www.cfr.org/iran/crisis-legitimacy-
iran/p19654.  
2 RouhaniMeter, University of Toronto, https://rouhanimeter.com/.  

http://www.cfr.org/iran/crisis-legitimacy-iran/p19654
http://www.cfr.org/iran/crisis-legitimacy-iran/p19654
https://rouhanimeter.com/


50 Iran After the Deal 
 

Now that a victory on the nuclear front has been achieved, ex-

pectations are high for Rouhani to deliver on the third pillar. If 

possible, the nuclear agreement has even heightened these expec-

tations. Satisfying Iranians’ demands for more social and political 

freedom would be key for the faction converging around Rouhani 

to achieve a victory in the March 2016 parliamentary and Assem-

bly of Experts elections. This would even create momentum for 

Rouhani’s confirmation in 2017 presidential elections. Otherwise, 

the risk is to alienate voters and, ultimately, give in to conserva-

tives, who have historically benefited from low turnout.  

The diplomatic success reached in Vienna has provided Rou-

hani with huge political capital, but the question now is: will it be 

sufficient? This chapter argues that, while having reaped huge po-

litical dividends from the deal, what Rouhani needs in order to go 

on with his agenda is a much rarer political asset: consensus.  

Two elements have to be acknowledged when looking at Irani-

an domestic politics: intra-factional dynamics and the peculiar role 

of the Supreme Leader, whose ultimate goal is the survival of the 

system.  It is important to remember that Rouhani has not been the 

only one to reap dividends from the deal. The system itself bene-

fited from the result of nuclear negotiations and, in general, from 

the ‘pragmatic turn’ brought about by Rouhani’s election, essential 

in order to blow off steam after the controversial Ahmadinejad era 

and the 2009 events
3
.  

The achievement of a nuclear deal has been made possible ex-

actly by the presence of consensus across the Islamic Republic’s 

élite on this issue
4
; however, it does not seem at the moment that 

the same consensus exists on the desirability of broader domestic 

reforms.  

So the following question now arises: what’s next for Rouhani? 

While keeping in mind that “Iranian political forecasting is a 

                                                      
3 M. Ayatollahi Tabaar, “Iran’s Pragmatic Turn”, Foreign Policy, 12 September 2013, 
http://foreignpolicy.com/2013/09/12/irans-pragmatic-turn/. 
4 F. Sabet, “Iran’s conservative consensus on the nuclear deal”, The Washington Post, 
15 April 2015, http://www.washingtonpost.com/blogs/monkey-
cage/wp/2015/04/15/irans-conservative-consensus-on-the-nuclear-deal/.  

http://foreignpolicy.com/2013/09/12/irans-pragmatic-turn/
http://www.washingtonpost.com/blogs/monkey-cage/wp/2015/04/15/irans-conservative-consensus-on-the-nuclear-deal/
http://www.washingtonpost.com/blogs/monkey-cage/wp/2015/04/15/irans-conservative-consensus-on-the-nuclear-deal/
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graveyard filled with the bones of would be prognosticators”
5
, this 

chapter will take a closer look at intra-factional dynamics as well 

as at the position of the Supreme Leader, in order to draw some 

possible scenarios.  

Three levels will be examined: the circumstances that led to the 

creation of intra-factional consensus on the negotiation process, 

the extent to which Rouhani can translate the deal’s political divi-

dend into solid political capital in the run-up to the 2016 elections, 

and the ultimate role of the Supreme Leader.  

The principlist front: divided we stand 

After Hassan Rouhani’s election in June 2013, optimistic com-

mentators seemed prone to sound the death knell for Iran’s princi-

plists, the conservative front
6
. Splintering along factional 

allegiances, they were unable to coalesce around one candidate, 

thus paving the way for the victory of the centrist – and reformist-

endorsed – Hassan Rouhani. And yet, although divided on a num-

ber of issues, they resisted and persisted in scrupulously counter-

balancing government conduct.  

This, however, did not prevent the Rouhani administration 

from reaching a deal on the nuclear programme. This was made 

possible precisely by the fact that one sub-faction of the princi-

plists, the ‘traditional conservatives’ (the other being the ‘hardline 

conservatives’) sided with Rouhani on nuclear diplomacy, thus 

creating the kind of consensus that is necessary to make things 

happen in the Islamic Republic.  

Iran’s powerful Revolutionary Guards also cautiously endorsed 

the deal, despite continuing to express skepticism about certain 

aspects of the deal which, in IRGC (Islamic Revolutionary Guards 

Corp) Commander Mohammad Ali Jafari’s opinion, would cross 

                                                      
5 “Iran after the nuclear crisis”, IranPolitik, 16 July 2015, 
http://www.iranpolitik.com/2015/07/16/analysis/iranian-nuclear-crisis/.  
6 “The decline of Iran’s hard-liners”, Al Monitor, 24 June 2013, http://www.al-
monitor.com/pulse/originals/2013/06/iran-hard-liners-decline.html. 

http://www.iranpolitik.com/2015/07/16/analysis/iranian-nuclear-crisis/
http://www.al-monitor.com/pulse/originals/2013/06/iran-hard-liners-decline.html
http://www.al-monitor.com/pulse/originals/2013/06/iran-hard-liners-decline.html
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some of the Leader’s red lines
7
. The situation is extremely fluid, 

but once again it will probably end up in an endorsement, in part 

because of their loyalty to the Supreme Leader, in part because – 

even if, reportedly, many of them had lucrative business notwith-

standing the sanctions
8
 – they probably hope to benefit from the 

improvement in the business environment brought about by sanc-

tions relief. After all, “a rising tide lifts all boats”
9
.  

With reformists currently sidelined and hardliners equally 

feared of altering the mysterious and ‘holy’ balances of the Islam-

ic Republic, the traditional conservatives currently hold the power 

to tip the balance of power by siding with one faction or the other. 

They exert influence on the most important centres of power in the 

Islamic Republic, both the elected or semi-elected ones, such as 

the parliament and the Assembly of Experts, and the non-elected 

ones, such as the Office of the Supreme Leader, the Judiciary, the 

Council of Guardians.  

While siding with Rouhani on nuclear diplomacy, they side 

with hardline conservatives when it comes to social and political 

issues, and especially on the need to preserve the status quo, 

avoiding dangerous overtures that could – they fear – ultimately 

put the system at risk.  

Some domestic dynamics observed in these months do not 

leave much room for optimism on this front. A case in point is the 

fate of Green Movement leaders, Mehdi Karroubi, Mir Hossein 

Mousavi and his wife Zahra Rahnavard, under house arrest since 

February 2011. The words of Sadegh Larijani, head of the Judici-

ary since August 2009, in a 28 June speech, do not seem to leave 

much hope for major progress on their release. The powerful con-

                                                      
7 A. Karami, “Revolutionary Guard leader slams US, criticizes deal”, Al Monitor, 20 
July 2015, http://www.al-monitor.com/pulse/originals/2015/07/irgc-jaffari-
nuclear-deal-unsc-resolution.html. 
8 M. Gregory, “Expanding business empire of Iran’s Revolutionary Guards”, BBC 
News, 26 July 2010, http://www.bbc.com/news/world-middle-east-10743580. 
9 K. Sadjadpour, After nuclear deal, which Iran will flourish?, Carnegie Endowment for 
International Peace, 26 August 2015, 
http://carnegieendowment.org/2015/08/26/after-nuclear-deal-which-iran-will-
flourish-q-with-karim-sadjadpour/if6d. 
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servative affirmed: “Some analysts say the sedition is over and is a 

topic of history but these inclinations still exist. During that time, 

with the recommendation of the Supreme Leader, some stepped to 

the side but some still insist on their positions. I have told the 

monitoring institutions to be alert and not to allow these individu-

als to enter [politics]”
10

. 

Another example is the impeachment, in August 2014, of Reza 

Faraji-Dana, Rouhani’s Minister of Sciences, Research and Tech-

nology, after 145 members of parliament (out of 290) voted in fa-

vor of his removal. On that occasion, hardliners were able to gain 

the support of a large part of traditional conservatives, who failed 

to close ranks behind their leader, Ali Larijani, who is also the 

Speaker of the parliament, and who had called for dismissal of the 

impeachment motion. Mr Faraji-Dana, one of the few ministers in 

the history of the Islamic Republic to actually be impeached, was 

accused of being too close to the reformists, of having appointed 

people with ‘seditionist’ backgrounds to university positions and 

of having failed to oppose ‘anti-revolutionary’ activities at the 

universities
11

. But the efforts of hardline MPs (members of Par-

liament) to undermine the Rouhani administration are far from 

over: currently facing criticism are also Ali Jannati, Minister of 

Culture and Islamic Guidance, and Alireza Teyebnia, Minister of 

Economics and Finance
12

.  

These examples offer proof of the existence of a combative 

front, keen on defending the system from the spread of ‘sedition’, 

but most of all substantiate the hypothesis of the unwillingness of 

traditional conservatives to join sides with the Rouhani admin-

istration’s reformist wing. It is exactly this group of Rouhani’s 

                                                      
10 Sadegh Larijani quoted in A. Karami, “Larijani comments new calls for release of 
Mousavi, Karoubi”, Al Monitor, 1 July 2015, http://www.al-
monitor.com/pulse/originals/2015/07/iran-judiciary-2009-overthrow-system.html. 
11 F. Farhi, “A Ministerial impeachment in Tehran”, LobeLog, 21 August 2014, 
http://www.lobelog.com/a-ministerial-impeachment-in-iran/. 
12 A. Karami, “A new era of impeachments in Iran?”, Al Monitor, 13 August 2015, 
http://www.al-monitor.com/pulse/originals/2015/08/iran-rouhani-minister-
impeachment.html. 
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mixed – reformist and centrist – team to strongly push for the ful-

fillment of the President’s social and political promises.  

This is the reason why it is difficult to imagine huge short-term 

achievements on domestic social and political freedoms. The sit-

uation may change, however, should Rouhani be able to win a ma-

jority in the 2016 parliamentary elections. However, the repeated 

postponement of his electoral promises risks alienating his moder-

ate voting base. And even if Rouhani proves able to successfully 

overcome this dilemma, other obstacles may loom on the horizon.  

Getting ready for 2016 

On 26 February 2016 Iranians will be asked to vote in the elec-

tions for parliament and for the Assembly of Experts. While par-

liament is the institution tasked with holding debates and drafting 

legislation, the Assembly of Experts is a peculiar council, made up 

of eighty-six clerics normally meeting once a year but that, when 

the moment comes, are tasked with the duty of electing from their 

own ranks – or removing – the Supreme Leader. Since elections 

for the Assembly of Experts are held every 8 years, and consider-

ing the fact that Ali Khamenei is slowly but inexorably ageing, the 

Assembly that will result from the 2016 elections is most likely 

going to be the Assembly that will elect the next Supreme Leader.  

Despite being a peculiar form of electoral authoritarianism
13

, 

elections in the Islamic Republic are far from predictable: the sys-

tem still has its ways of influencing results by vetting candidates 

ex ante or endorsing results ex post. Anyway, elections matter.  

It is therefore important to look at the institutional constraints 

as well as at the adjustments that are currently under way in the 

run-up to the 2016 February elections. 

First of all, there is the ever-present scrutiny of the Council of 

Guardians. This unique organ, chaired by the ultra-hardliner Aya-

tollah Ahmad Jannati since 1988, is made up of six lay jurists and 

                                                      
13 H.E. Chehabi, “The political regime of the Islamic Republic in comparative per-
spective”, Government and Opposition, vol. 36, Issue 1, January 2001, pp. 48-70. 
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six faqihs (Experts in Islamic law), charged with the task of as-

sessing the compatibility with the sharia of the laws passed by the 

parliament. Under Article 99 of the Constitution, the Council is 

granted supreme oversight over elections for parliament, the presi-

dent and the Assembly of Experts. This means that it has the pow-

er to qualify or to disqualify candidates on the basis of their 

revolutionary credentials and loyalty to the regime. In the internal 

power struggle that has ensued following Khomeini’s death, the 

Council has been constantly using its powers in order to discre-

tionally disqualify individuals that could pose a danger to the sys-

tem or that it considers personae non gratae. This was the case, 

for example, of the puzzling exclusion – officially for age reasons 

– of Ali Akbar Hashemi Rafsanjani from the 2013 presidential 

competition
14

. Considering the fact that Ayatollah Ahmad Jannati, 

secretary of the Council, was recently appointed head of the com-

mittee for monitoring both elections, it is fair to assume that the 

scrutiny function will be carried out with ‘extreme precision’. In 

May Jannati declared: “The leadership of the Guardian Council 

has not forgotten ‘sedition’ as it relates to those candidates who 

would participate in the elections. The sedition, which occurred 

after the 2009 elections, was soundly defeated, but its goal was 

nothing less than the overthrow of the government, and the Su-

preme Leader has said that sedition is our ‘red line’”
15

. 

At the same time, with Green Movement leaders currently un-

der house arrest and former President Mohammad Khatami object 

of a media ban, the chances that the reformist movement could 

present a convincing list of candidates seem quite low. As a con-

sequence, they could repeat the strategy adopted in 2013, when 

                                                      
14 T. Erdbrink, “A founder of the revolution is barred from office, shocking Irani-
ans”, The New York Times, 21 May 2013, 
http://www.nytimes.com/2013/05/22/world/middleeast/iranians-await-list-of-
approved-candidates.html. 
15 Ayatollah Ahmad Jannati, quoted in “Iran’s next parliamentary elections ‘could be 
on a par with Turkey’”, the Guardian, 15 June 2015, 
http://www.theguardian.com/world/iran-blog/2015/jun/15/irans-parliamentary-
elections-february-2016-similar-turkey. 
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they decided to throw their support behind the centrist Rouhani in 

order to prevent a conservative victory.  

Should that be the case, and should the principlist front not be 

able to reconcile its internal divisions, the chances for a ‘moder-

ate’ takeover of the parliament could increase, but, even in that 

case, the Council of Guardians vetting, as well as the IRGC ‘su-

pervision’, may prove to be serious obstacles on Rouhani’s path.  

One leader to rule them all? 
Exploring Ali Khamenei’s role  

Whatever kind of political game factions may be playing, the buck 

stops with the Office of the Supreme Leader. This original and 

powerful position is the product of Ayatollah Khomeini’s revolu-

tionary theory of velayat-e faqih (Guardianship of the Islamic Ju-

rists) that, by reversing centuries of traditional Shiite political 

thought, paved the way for the establishment of an original form 

of government, with a faqih in the role of supreme arbiter of the 

Republic’s destiny. Since 1989 the position has been held by Ali 

Khamenei. 

Staying out of the limelight and ruling by consensus rather than 

by decree, Khamenei has the final say on every major decision. It 

is not a surprise that, after the nuclear deal was signed in Vienna, 

he fully endorsed it as well as recognized the negotiators as ‘chil-

dren of the revolution’ (while restating Iran’s hostility towards the 

United States)
16

. As Khamenei himself acknowledged, nuclear ne-

gotiations began well before the election of Hassan Rouhani and 

have tacitly enjoyed his support throughout all the process. Having 

been kept constantly informed of all the details, it is safe to as-

sume that, had it not had his consent, the Vienna agreement would 

have never been signed.  

Acknowledging the reasons why Khamenei fully supported the 

negotiations and finally backed the deal is crucial in order to un-

                                                      
16 T. Erdbrink, “Ayatollah Khamenei, backing Iranian negotiators, endorses nuclear 
deal”, The New York Times, 18 July 2015. 
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derstand how ample the Rouhani administration’s room for ma-

noeuvre could be in the next months.  

First of all, the decision to back the deal would not have been 

taken had it not been perceived as a ‘good deal’, one that serves 

both the regime and Khamenei’s own conservative grip on pow-

er
17

. The deal achieved in Vienna qualified as ‘good’ since it per-

mitted both saving face and obtaining sanctions relief, thus 

making the country easier to manage in the run-up to the 2016 

elections
18

. 

Yet Khamenei’s public nuclear diplomacy stance in these years 

of negotiation – and even after the deal was signed – has not been 

straightforward. A leading example is Khamenei’s 9 April re-

marks, soon after a framework agreement was reached in Lau-

sanne:  

[…] I neither agree nor disagree because nothing has happened 

yet. 

I have never been optimistic about negotiations with America. 

This pessimism is […] based on experience. […] However, […] 

I gave my blessing and I supported our negotiators with all my 

heart and soul and I continue to support them in the present 

time
19

. 

This cautious but resolute declaration reflected the need to reiter-

ate his support for Iran’s ‘honorable negotiators’, while at the 

same time reassuring conservatives, in order to maintain regime 

cohesion. And, of course, in order to be able to save face and 

blame ‘the other side’ should a final agreement never be reached. 

                                                      
17 M. Ayatollahi Tabaar, “How Iranians are debating the nuclear deal”, The Washing-
ton Post, 21 April 2015, http://www.washingtonpost.com/blogs/monkey-
cage/wp/2015/04/21/how-iranians-are-debating-the-nuclear-deal/. 
18 E. Lob, A.H. Mahdavi, “Understanding Iran’s Supreme Leader on the nuclear 
deal”, The Washington Post, 14 April 2015, 
http://www.washingtonpost.com/blogs/monkey-
cage/wp/2015/04/14/understanding-irans-supreme-leader-on-the-nuclear-deal/. 
19 The Center for Preserving and Publishing the Works of Grand Ayatollah Sayyd 
Ali Khamenei, Supreme Leader’s speech in meeting with panegyrists, 9 April 2015, 
http://english.khamenei.ir//index.php?option=com_content&task= 
view&id=2045&Itemid=4. 
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Most of all, that was because of the need to strike a balance be-

tween the two elements mentioned above: regime security and fac-

tional interests
20

. Reassuring hardliners was crucial in that phase, 

and was done mainly by means of reiterating his distrust of Amer-

ica.  

Another major example is what Khamenei declared soon after 

a final agreement was reached in Vienna. In a speech delivered on 

18 July during the Eid ul-Fitr prayers, in the presence of the high-

est officials of the Islamic Republic, Khamenei declared: 

The first point is a word of thanks to officials in charge of these 

long and arduous negotiations. […] They will certainly be di-

vinely rewarded whether the document that has been prepared 

will – through its determined legal procedures – be ratified or 

not. 

The next point is that […] the Islamic Republic will never give 

in to the enemy's greed in the area of protecting its defense ca-

pabilities and security. 

The next point is that whether this document is ratified or not, 

we will not abandon our regional friends. 

The next point is that our policy towards the arrogant govern-

ment of America will not change in any way […] We have nego-

tiated with them in exceptional cases such as the nuclear issue 

and we have done so because of our interests. 

What I want to say to the people of Iran is that the Islamic Re-

public has become powerful and strong. […] It is 10, 12 years 

now that six great global powers have been sitting in front of 

Iran, trying to prevent it from pursuing its nuclear industry. […] 

The result of a 10, 12-year struggle with the Islamic Republic is 

that they have been forced to tolerate the operation of several 

thousand centrifuges in the country. […] The cycle of the nucle-

ar industry will continue. […] This has been achieved because of 

the people’s resistance and steadfastness and our dear scientists’ 

courage and innovation
21

. 

                                                      
20 M. Ayatollahi Tabaar (2015). 
21 The Center for Preserving and Publishing the Works of Grand Ayatollah Sayyd 
Ali Khamenei, Supreme Leader’s sermons at Eid ul-Fitr prayers, 18 July 2015, 
http://english.khamenei.ir//index.php?option=com_content&task=view&id= 
2102&Itemid=4. 

http://english.khamenei.ir/index.php?option=com_content&task=view&id=2102&Itemid=4
http://english.khamenei.ir/index.php?option=com_content&task=view&id=2102&Itemid=4
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In this case, too, we find the reiteration of Iran’s anti-American 

and anti-imperialist identity, as well as the confirmation of Iran’s 

commitment to the cause of its oppressed regional friends, in Pal-

estine as well as in Yemen, Syria, Iraq, and Bahrain. A message to 

America and to Iranian neighbors in the region, but also a message 

to the Iranian domestic audience: despite once again thanking the 

‘honorable negotiators’, he takes no responsibility for the actual 

implementation of the deal, leaving it to the ratification process – 

which, of course, he may decide to influence at a later stage. Rou-

hani’s negotiating team is acknowledged as a valid and brave 

team, but the President is not given the full endorsement that 

would probably put him in a preeminent position among Iran’s 

factions. Conservatives are once again reassured in their desire not 

to give in to America and not to  submit to some kind of diktat. 

Conclusion 

The agreement reached in Vienna on 14 July has certainly earned 

Rouhani huge political capital. This could give him the strength to 

try to go forward with the neglected pillar of his electoral agenda, 

improving social and political freedoms. This could be essential in 

order to not alienate his moderate voting base and to boost his 

chances of gaining a victory in both the 2016 and 2017 elections.  

At the same time, considering the few months remaining before 

the 2016 elections and presuming that in these months it will be 

hard to carry out extensive reforms, scoring good results in those 

elections will be a prerequisite for Rouhani in order to try to deliv-

er on those promises in the second part of 2016, thus creating 

momentum for his re-election in 2017.  

In order to do this, however, he needs the same kind of consen-

sus that permitted him to negotiate the nuclear deal. Notwithstand-

ing the overwhelming presence of conservatives in crucial offices 

of the Islamic Republic, he could hope to exploit their current po-

litical fragmentation. 

Anyway, securing a good nuclear deal that would serve the in-

terests of the regime was one thing, but when it comes to more 
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stringent reforms, the ultimate decision-makers are more likely to 

opt for the preservation of the status quo.  

As Ali Khamenei has fully expressed in his remarks, he does 

not intend to step down from his role as supreme arbiter. Most of 

all, it is fair to assume that he will continue to ‘open’ or ‘close’ the 

system according to the exigencies of the system itself. 



 

4. The Middle East and the Deal:  
In Search of a New Balance 

Rouzbeh Parsi 

This chapter will try to map how Iran and other regional states un-

derstand the implications of the Joint Comprehensive Plan of Ac-

tion (JCPOA) and its effect on their interests and competition. In 

order to do this we must first understand what the nuclear accord 

actually is and how it is perceived – and thus the repercussions it 

can have. These perceptions go beyond the negotiations them-

selves and can help us understand how actors not present at the ta-

ble (e.g. Israel and Saudi Arabia) understood the process and are 

adapting to or resisting its implementation.  

The JCPOA is an incredibly detailed technical and political 

road map that in several steps, stretching for more than 15 years, 

will settle the complicated issue of Iran’s nuclear programme
1
. 

The ability of the negotiating parties to maintain a very specific 

(not narrow) focus on non-proliferation, combined with an un-

precedented and intense dialogue between the United States and 

Iran, made the final agreement possible. 

During the difficult years of President Ahmadinejad’s tenure, 

the technical dimension of the issue was considered insurmounta-

ble. In some ways this provided the justification for all parties to 

avoid entering an actual negotiation that would require serious po-

litical capital and risk taking. During those years European efforts 

                                                      
1 “Joint Comprehensive Plan of Action”, Wien, 14 July 2015, 
http://www.eeas.europa.eu/statements-eeas/docs/iran_agreement/iran_joint-
comprehensive-plan-of-action_en.pdf. 
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to keep the process alive were crucial
2
. For regional powers like 

Israel and Saudi Arabia, any change that would entail some kind 

of American rapprochement with Iran was (and remains) a highly 

negative outcome, but as long as the negotiations were not getting 

anywhere, Tel Aviv
3
 and Riyadh were happy with the sanctions 

pressure that was being applied as part of that (frozen) process. A 

negotiation process that primarily yielded pressure on Iran without 

achieving a settlement of the issue was in essence the equivalent 

of both eating and getting to keep the proverbial cake: Iran was 

isolated and the regional Iran-excluding balance was kept intact
4
.  

The breakthrough in the negotiations came when President 

Obama abandoned the unrealistic demand of zero enrichment, and 

Ahmadinejad’s political fortunes dwindled. So the technical issues 

became secondary to the political dialogue – a dialogue that accel-

erated tremendously with the election of President Rouhani in 

June 2013
5
.  

Serious negotiations and incremental progress, however excru-

ciatingly slow at times, made it clear to all that an actual agree-

ment could be reached. It was no longer just a theoretical 

possibility constantly undermined by technical difficulties or ob-

jections. Thus, the wider framework, the political setting that had 

in many ways engendered the whole problem, to begin with would 

be fundamentally altered. In essence, most of the opposition to an 

agreement, regardless of the address of the sender, revolves 

                                                      
2 R. Parsi, “Stereomoronophonic: Iran and the West”, Analysis, EU ISS, 20 June 2012, 
http://www.iss.europa.eu/publications/detail/article/stereomoronophonic-iran-
and-the-west/. 
3 For a incisive analysis of domestic Israeli dynamics and the nuclear accord see D. 
Levy, “Israel’s Iran Deal Enthusiasts. Politics, Pragmatism, and Netanyahu’s Short-
Term Victory”, Foreign Affairs, 12 August 2015, 
https://www.foreignaffairs.com/articles/israel/2015-08-12/israels-iran-deal-
enthusiasts. 
4 S. Ellis, A. Futter, “Iranian nuclear aspirations and strategic balancing in the Mid-
dle East”, Middle East Policy, vol. XXII, no. 2, Summer 2015, pp. 80-93. 
5 On the secret negotiations between the US and Iran, initiated before Rouhani’s 
election see interview with former Foreign Minister and present head of Iran’s 
Atomic Energy Agency Ali Akbar Salehi: “We reached our goal”, Iran Daily, 4 Au-
gust 2015, http://www.irna.ir/fa/News/81707613/. 



The Middle East and the Deal 63 
 

around this perceived, and over time probable, change of relation-

ships in, and balance of, the region. This is also where much of the 

actual conflicts involving Iran and its position are centred. 

Regional balance, regional security? 

A quick glance at the recent history of the region belies the gen-

eral assumption of an existing, natural as it were, balance: radical 

Arab states in the 1960s, the departure of the British, independ-

ence of Bahrain, the twin pillar policy of the United States, the 

Iranian revolution in 1979 and a devastating war initiated by Sad-

dam Hussein’s Iraq against the nascent revolutionary Islamic Re-

public of Iran in 1980. The revolution and the war in turn engen-

engendered the only regional security organisation to date: the 

Gulf Cooperation Council (GCC) which is dominated by Saudi 

Arabia, but has yet to admit Iraq or Iran. Thus it is a precarious 

and rather dysfunctional organisation, primarily pointed against 

Iran and as such epitomises the lack of constructive approaches to 

comprehensive security.  

The notion of a power balance as system of alliances based on 

external military and political threats does not, in a satisfactory 

way, explain the actual politics and alignments of Middle East 

states. Their threat perceptions are more domestic and their ability 

and willingness to balance external threats by entering into alli-

ances with other regional powers are quite limited
6
.  

                                                      
6 G. Gause, III, “Ideologies, alliances and underbalancing in the new Middle East 
Cold War”, POMEPS Memo, 26 August 2015, 
http://pomeps.org/2015/08/26/ideologies-alliances-and-underbalancing-in-the-
new-middle-east-cold-war; C.R. Ryan, “Regime security and shifting alliances in the 
Middle East”, POMEPS Memo, 20 August 2015, 
http://pomeps.org/2015/08/20/regime-security-and-shifting-alliances-in-the-
middle-east/; R. Parsi, “The Persian Gulf: The ground beneath their feet”, Newslet-
ter no. 35, EU ISS, June 2011, 
http://www.iss.europa.eu/publications/detail/article/the-institutes-quarterly-
newsletter/. 



64 Iran After the Deal 
 

The proverbial balance 

With the removal of the Pahlavi monarchy, the regional US-

backed alliance was destroyed. Over the following years Riyadh 

became more of a driver for a Gulf-centric counterbalance, first 

against Iran and then against Iran and Iraq after Saddam Hussein’s 

invasion of Kuwait in 1990. In turn, the United States became 

much more involved, culminating in the stationing of American 

troops and navy assets on a permanent basis in the Gulf. This bal-

ance was again upset, now by Washington, through the epically 

disastrous occupation that followed on the invasion of Iraq and 

removal of Saddam Hussein in 2003.  

Throughout this period two states remained not only firmly in 

the US camp, but were also crucial for the prevailing Pax Ameri-

cana: Israel and Saudi Arabia. Both have longstanding and deep 

roots in domestic American politics. Tel Aviv can count on vari-

ous constituencies in the United States such as some American 

Jewish groups organised through lobbying organisations like the 

American Israel Public Affairs Committee (AIPAC) and, increas-

ingly, Republican Evangelicals. Saudi Arabia in turn has a 

longstanding relationship with American business and political 

élite families through Saudi Aramco and other joint ventures.  

Both Tel Aviv and Riyadh have thus helped create and benefit 

from a regional balance, whose foundation is American support, 

and rests on the working assumption that Tehran is not part of the 

picture other than as a perpetual menace. Just as Palestinian vio-

lence and Salafism, in Israel and Saudi Arabia respectively, are 

used as justifications for not dealing with domestic problems, 

Iran’s nefarious influence in the region serves as main argument 

for arms purchases as well as for undermining demands for change 

of policies. Yet neither country can uphold this regional ‘balance’ 

– Iran’s geopolitical weight is beyond what Tel Aviv and Riyadh 

can outmanoeuvre on their own. That this ‘balance’ had held this 

long was due to two reasons.  

The primary reason is the Iranian intransigence and inability to 

adapt the fierceness of its rhetoric (revolutionary) to its geopoliti-

cal priorities (stability and status quo). The second reason is that 
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the United States backed up and paid for (literally and metaphori-

cally) the extra counterweight needed to keep Iran boxed in. 

Whether it was thwarting the Iranian oil industry or keeping Teh-

ran on its toes with regard to its border security, Washington did 

the actual heavy lifting. The deadly aspect of this continuous en-

counter with its conflicting logics came to the fore in Iraq, where 

the Iranians gained an upper hand when the United States removed 

Saddam Hussein without a plan for the aftermath. The Iranians, 

with their more strategic understanding of Iraq and better connec-

tions to viable Iraqi opposition groups, helped undermine the 

United States while at the same time having to worry about Iraq 

becoming destabilised beyond salvaging. In short, thirty-odd years 

of institutional enmity between Washington and Tehran clashed 

with their mutual, and very real, long term interest. All the while 

Iraq bled. 

Iraq 

Iran’s relationship with Iraq has been complicated to say the least. 

In the 1970s a border dispute and sense of competition (however 

uneven in Iran’s favour) constituted the backdrop for Iraqi inva-

sion of Iran in September 1980. In this 8 year long war, one of the 

bloodiest wars of the 20
th
 century, Iraq (supported by the US, Gulf 

Arab countries, and the Soviet Union) and Iran fought each other 

to a very costly stalemate. Together with the revolution this har-

rowing ordeal is the formative experience for many Iranians living 

today. 

Iraq is the only country that has invaded Iran in modern times. 

This aspect of Iraq differentiates it from countries like Turkey, to 

which Iran is economically interconnected and has maintained its 

good relationship with, despite their open disagreement on Syria
7
. 

                                                      
7 For a recent discussion of Turkey and Iran see B. Aras, E. Yorulmazlar, “Turkey 
and Iran after the Arab Spring: Finding a middle ground”, Middle East Policy, vol. 
XXI, no. 4, Winter 2014, pp. 112-120; G. Bahgat, “Iran-Turkey energy cooperation: 
Strategic implications”, Middle East Policy, vol. XXI, no. 4, Winter 2014, pp. 121-132. 
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Saudi Arabia, on the other hand, for all its lavish arms purchases, 

has neither the experience nor the capacity to pose a serious threat 

to Iran in conventional military terms. So the American invasion 

of Iraq in 2003 removed a dangerous foe for Iran and presented 

Tehran with several new opportunities. Iran could now reap the 

benefits of the long-term investment in Iraqi anti-Saddam Shi'a 

groups as these groups and militias now returned home. In addi-

tion, the American attempt to democratise Iraq increased, by defi-

nition, the political importance of the Shi'a constituents by virtue 

of their demographic size.  

Iran’s stated long-term goal is the removal of all outside mili-

tary forces (i.e. US troops) from the region and thus the American 

occupation of Iraq was ideologically and strategically anathema. 

Yet the occupation, though disastrously managed, was also neces-

sary in the sense that Iran did not want to be left with a basket case 

neighbour in dire need of all kinds of assistance (financial, mili-

tary, humanitarian, technological etc.). In short, Iran objected to 

the occupation and at times assisted Shi'a militias battling the US 

but also did not want the Americans out before the situation in 

Iraq had stabilised. 

Tehran has proven to be better at influencing the volatile poli-

tics of Iraq than Washington. That being said, the Iraqis are neither 

subservient to Tehran, nor has Iranian influence yielded comforta-

bly predictable results
8
. In the end al-Maliki’s disastrous premier-

ship (in turn partly the result of the structural flaws of the new 

Iraqi polity, being haphazardly built) became too much even for 

Tehran. Iraq’s body politic had been disintegrating for some time 

and the Sunni dissatisfaction with the general situation crystallised 

in the success of a radical takfiri militant group – Da'esh (ISIS). 

The expansion of Da'esh and the inability of the Iraqi army to 

handle and suppress it has prompted Iran to engage much more 

directly with the effort to battle Sunni radicalism. In this sense 

Iran clearly also misjudged both the political stability of Baghdad 

                                                      
8 M.A. Shabani, “The impending Shiite leadership crisis Baghdad doesn’t see com-
ing”, Al Monitor, 26 August 2015, 
http://www.al-monitor.com/pulse/originals/2015/08/iran-iraq-politics.html. 
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and the effects of continued sectarian strife on Iraqi society and 

state. Thus Iran is now directly engaged, militarily, in various 

ways to combat Da'esh
9
. 

These problems, notwithstanding the integration of the two 

countries, go beyond politics. Trade has grown steadily, especially 

goods, infrastructure projects and energy flowing from Iran to Iraq 

to the tune of $12bn per year with officials hoping that it will 

reach $20bn by 2017
10

. Despite tensions with the KDP (Kurdistan 

Democratic Party) in the autonomous Kurdish region, Iran is the 

largest trading partner of the Kurdish Regional government after 

Turkey
11

.  

Syria 

Syria has been an ally of the Islamic Republic since the early 

1980s
12

. In this regard it is a prime example of the triumph of re-

alpolitik over ideology – Iran is a theocracy and Syria is supposed-

ly a socialist republic. What was a marriage of convenience with 

little substance has, despite a couple of ups and downs, turned out 

to be a quite durable alliance. One of the most important reasons 

for this is the evolution of the Lebanese civil war and the growth 

                                                      
9 For a collection of reactions by top Iranian officials to the success of Da'esh see 
“Why must we tackle Qasem Soleimani’s warning about Da'esh attacking Iran seri-
ously?”, Mashregh News, 30 maggio 2015, 

http://www.mashreghnews.ir/fa/news/422659/د-چرا ای شدار-ب سم-ه ا ی-ق یمان ل س -

اره له-درب ه-داعش-حم ران-ب م-جدی-را-ای یری گ  ,See also D. Esfandiary, A. Tabatabai .ب
“Iran’s ISIS policy”, International Affairs, vol. 91, no. 1, 2015, pp. 1-15. 
10 A. Jabbar, “Iraq looks to expand trade with Iran”, Al Monitor, 22 December 2013, 
http://www.al-monitor.com/pulse/originals/2013/12/iran-iraq-trade-ties-
strengthen.html#; I. Khalil, “Iran, Iraq trade to reach $20 billion”, Iraqi News, 17 
February 2015, http://www.iraqinews.com/business-iraqi-dinar/iran-iraq-trade-to-
reach-0-billion/. 
11 M.A. Salih, “Iran nuclear talks prompt concern among Iraqi Kurds”, Al 
Jazeera.com, 9 July 2015, http://www.aljazeera.com/news/2015/07/iran-nuclear-
talks-prompt-concern-iraqi-kurds-150706080835082.html. 
12 The most comprehensive study of Syirian-Iranian relations is J. Goodarzi, Syria 
and Iran: Diplomatic Alliance and Power Politics in the Middle East, London, I.B.Tauris, 
2006. 
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of Hizbollah. Syria acts as the main conduit for deliveries of arms 

to Hizbollah, which is vital considering the frequent ‘small wars’ 

that Israel and Hizbollah have fought over the years. With the con-

stant threats of using military force against Iran by Israeli Prime 

Minister Benjamin Netanyahu in the last 5-6 years in mind, Teh-

ran’s support for Hizbollah’s military capability is calculated to 

increase the costs of such an Israeli attack.  

Thus the baseline for Iran’s interest in Syria began with Da-

mascus being its only Arab ally during the war against Iraq and 

then continued due to its relevance for Hizbollah
13

. When the Arab 

Spring spread to Syria, the domestic dynamic of the country got 

caught up in the regional geopolitical chess game. Riyadh wanted 

Tehran’s ally ousted, but its support for the opposition has suf-

fered from the inevitably fractioning and deterioration of the 

armed opposition. Tehran’s support for Damascus in the ensuing 

civil war has been quite steadfast – but not without nuances
14

. In 

the early phase of the unrest, Tehran was advising Damascus to 

tread lightly in order to not provoke greater resistance. Instead 

Damascus applied heavy-handed tactics that fanned the flames of 

discontent. When al-Assad’s star seemed to wane in 2012 Tehran 

tried to reach out to some Syrian opposition groups, and also to 

stress that its objective was to succour its ally (the state of Syria) 

and, increasingly, to stem the tide of Saudi-inspired Salafism in 

the region, rather than propping up a particular ruler (Bashar al-

Assad)
15

. As the conflict has escalated Tehran’s support has 

                                                      
13 For an attempt at reading both Russian and Iranian motives beyond a simplistic 
ambition to thwart the United States see M.D. Crosston, “Cold War and Ayatollah 
Residues. Syria as a Chessboard for Russia, Iran, and the United States”, Strategic 
Studies Quarterly, Winter 2014, pp. 95-112, 
http://www.au.af.mil/au/ssq/digital/pdf/winter_14/crosston.pdf.  
14 For a discussion of Iranian and GCC states’ participation in the Syrian conflict see 
E. Hokayem, “Iran, the Gulf States and the Syrian Civil War”, Survival, vol. 56, no. 6, 
2014, pp. 59-86.  
15 J.M. Goodarzi, “Iran and Syria: The End of the Road?”, Wilson Center Viewpoints, 
no. 75, June 2015, https://www.wilsoncenter.org/publication/iran-and-syria-the-
end-the-road; M. Theodoulou, “Iran hedges its bets on Assad and Syria”, The Na-
tional, 24 July 2012, http://www.thenational.ae/news/world/iran-hedges-its-bets-
on-assad-and-syria. 

http://www.au.af.mil/au/ssq/digital/pdf/winter_14/crosston.pdf


The Middle East and the Deal 69 
 

grown, but to what extent it is directly connected to the person of 

Assad is unclear.  

It is important to keep in mind that various political hardliners 

and military officials in Iran tend to use every opportunity to in-

terpret the official position as more uncompromising than it neces-

sarily is, in order to maximise the chasm between Iran and 

Western powers and their regional allies. There are two overlap-

ping motives for this: firstly, it obstructs attempts by Iranian poli-

ticians who want to moderate the tone and/or substance of Iranian 

foreign policy in order to create better relationships with the out-

side world and the West in particular (Europe more than the US). 

Usually such endeavours go hand in hand with a more relaxed and 

less security-oriented domestic agenda. This is considered anath-

ema by more hardline groups and factions in the political system 

who have a very narrow and rigid interpretation of the revolution-

ary heritage, that they claim to be the best and even sole rightful 

heirs to and interpreters of. The other aspect of this revolutionary 

heritage is to reject an international order dominated by the US 

and its Western allies. This, in turn, feeds into a security-oriented 

threat perception that considers cooperation or a modus vivendi 

with the US and its allies as entrapment and an invitation to med-

dle in Iranian domestic affairs. 

Up until recently, whatever process the US and Saudi Arabia 

and others where willing to support entailed shutting Iran out
16

. 

This, combined with the early demand for Bashar al-Assad’s res-

ignation as a precondition for negotiations, doomed all efforts. 

When the UN Special Representative tried to include Iran in a re-

gional peace-making effort the then US Secretary of State Hillary 

Clinton shot it down immediately. Iran’s Foreign Minister Javad 

Zarif in turn launched his own 4-point peace plan which got no 

traction at first but might amount to a piece of the puzzle now that 

                                                      
16 B. Slavin, “US Exclusion of Iran on Syria Threatens Syria, Nuclear Talks”, Al 
Monitor, 13 June 2012, http://www.al-monitor.com/pulse/originals/2012/al-
monitor/us-exclusion-of-iran-on-syria-th.html#. 



70 Iran After the Deal 
 

the nuclear issue has been resolved
17

. These have been formidable 

obstacles, although the nuclear deal has now made possible a seri-

ous discussion with all parties involved in the conflict. 

Yemen 

Iran’s reactive and opportunistic stance with regard to regional de-

velopments is evident to an even greater extent in the case of 

Yemen. The Saudi claims and fears notwithstanding, it is fairly 

certain that Tehran’s interest in, and ability to, influence events in 

Yemen was rather low until Riyadh made the constantly unstable 

situation in that country an extension of its own rivalry with Teh-

ran
18

. The highly ideological and paranoid perspective in Riyadh 

became to a certain degree a self-fulfilling prophecy. The Houthis 

are not beholden to Tehran, whether in religious or political terms, 

but in the constant game of creating and seeking cronies Tehran 

and the Houthis have made some connections which also involve 

advice and possible weapons transfers
19

. Thus the Saudi claim, 

and the action predicated on that claim, created an opportunity for 

Tehran. Its subsequent support for the Houthis has not been a 

game changer nor has it influenced the group in any particular di-

rection since, irrespective of Tehran’s ambitions, the conflict in 

Yemen is homegrown and structural, having played out over sev-

                                                      
17 See article by Iran’s Deputy Foreign Minister H. Amir-Abdollahian, “Iran’s four-
part plan for a political solution in Syria”, Al Monitor, 5 March 2014, 
http://www.al-monitor.com/pulse/originals/2014/03/iran-four-part-plan-political-
solution-syria.html. 
18 T. Kutsch, “US says Houthis ‘obviously’ receive Iran support, but experts not so 
sure”, Al Jazeera America, 10 April 2015, 
http://america.aljazeera.com/articles/2015/4/10/kerry-accuses-iran-of-yemen-
meddling-but-level-of-its-support-unclear.html; A. Watkins, R. Grim, A.S. Ahmed, 
“Iran Warned Houthis Against Yemen Takeover”, Huffington Post, 20 April 2015, 
http://www.huffingtonpost.com/2015/04/20/iran-houthis-yemen_n_7101456.html. 
19 There is little tangible evidence for any systematic and consequential Iranian mili-
tary involvement. For a rightfully sceptical reading of the situation see Brian Whita-
ker’s blog al-bab, “Yemen and Iran. What’s really going on?”, 30 March 2015, 
http://www.al-bab.com/blog/2015/march/yemen-iran.htm. 
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eral decades
20

. What this support has achieved is of course to ce-

ment Saudi fears and draw Riyadh further into a quagmire it has 

been skirting around for many years.  

Realities and realignments after the nuclear accord 

The participation of various regional actors in the conflicts raging 

across the Middle East can at most influence but not determine 

their outcome. These conflicts thus become hot wars of attrition. 

In this regard, what the discussion of Syria and Yemen above 

show us is that Iranian foreign and security policy is reactive and, 

in a sense, opportunistic rather than strategic. There is a basic se-

curity doctrine: confront potential enemies in foreign theatres ra-

ther than at home, insist on global actors like the US staying out of 

the region and thus accentuate Iran’s geopolitical weight. But be-

yond this general approach the actual behaviour is much more 

pragmatic and reactive than the accompanying rhetoric would let 

on. Syria, for instance, has its own relevance for Iran, but Bashar 

al-Assad’s place within it is more of an open question than the 

rhetoric from Tehran would let on. The more hardline and security 

related Iranian officials are the most vociferous in explicitly equal-

ising Iran’s support for Syria with standing by Assad. And they do 

so partly in reaction to Western insistence on Assad having to go. 

In short this is also part of the Iran-West dynamic within the secu-

rity and ideological framework of Iranian domestic politics. 

If we leave aside for a moment the indirect competition con-

ducted through these conflict zones, the question becomes: where 

are these regional powers headed in their direct relations with one 

another? Iran’s position is undoubtedly stronger than it was before 

the United States’ invasion of Iraq, and its ability to sustain Hiz-

bollah and Assad indicates that its position is fairly grounded. It is 

                                                      
20 For a brief insight into the dynamics of the conflict in Yemen see A. Orkaby, 
“Houthi Who? A History of Unlikely Alliances in an Uncertain Yemen”, Foreign Af-
fairs, 25 March 2015, https://www.foreignaffairs.com/articles/middle-east/2015-03-
25/houthi-who. 
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however not a clear-cut case of Iranian strength, but rather a com-

bination of Iranian strength relative to the weakness and disarray 

of its opponents. The narrative put out by Tel Aviv and Riyadh 

that Tehran will use its new-found ‘freedom’, subsequent to the 

nuclear accord, to wreak havoc in the region and assert itself even 

further is therefore simplistic and disingenuous. This narrative dis-

regards the local dynamics in the conflicts and overestimates the 

resources needed to keep those conflicts alive and achieve any-

thing beyond a standstill and stalemate. So even if the main ambi-

tion of decision-makers in Tehran would be ‘outright’ victory, the 

nuclear deal does not constitute a qualitative change to Iran’s ca-

pabilities.  

A much more likely scenario is that the Rouhani government 

will concentrate on economic recovery and development at home 

while mending fences, in so far as possible, with Riyadh. This will 

not be an easy task as the rivalry and antagonism now has ele-

ments of sectarianism, regional competition and also stakes and 

investments in various conflicts. While some kind of neighbourly 

rapprochement has been possible in the past (President Rafsanjani 

and Crown Prince Abdullah in the 1990s)
21

, it is clear that this 

time it will be more difficult: there has been a change of guard in 

Riyadh and the willingness and ability to conceive of a different, 

less antagonistic, relationship with Iran has yet to manifest itself
22

.  

Some are suggesting that while the security situation in the re-

gion may become more precarious because of heightened tensions 

between Iran and the GCC and Israel, the very fact that the GCC 

                                                      
21 For a brief insight see excerpt of diary on former President Ayatollah Hashemi 
Rafsanjani’s web site: “Unpublished conversation of Hashemi and Crown Prince 

Abdullah”, 24 February 2014, http://hashemirafsanjani.ir/fa/content/گوی ت ف -گ

شر ت ن شد-م شمی-هن لک-و-ها  .عّددب -م
22 R. Marashi, “Ending the Iranian-Saudi cold war”, The Cairo Review of Global Affairs, 
17 June 2015, 
http://www.aucegypt.edu/gapp/cairoreview/Pages/articleDetails.aspx?aid=830. 
For an interesting recap of Iran-Saudi relations by an Iranian former Ambassador to 
Kuwait and presently Minister of Culture, Ali Jannati, see “The roots of the crisis 
between Iran and Saudi Arabi”, IRDiplomacy, 18 June 2012, 

http://www.irdiplomacy.ir/fa/page/1902870/شه حران+های+ری ط+در+ب ران+رواب ای

تان+و+ س  .html.عرب
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and Israel have the same perception of an Iranian threat will actu-

ally promote stability
23

. In short, Israel and Sunni Arab states will 

increasingly see some sort of cooperation between them as neces-

sary in order to counter expanding Iranian influence. Key here is 

the perception of Tehran’s influence expanding, which, as dis-

cussed above, is both exaggerated by outsiders and corroborated 

by Iranian rhetoric for exactly that purpose. In the last couple of 

years there have been signs of intensifying dialogue between Tel 

Aviv and Riyadh. This conversation began behind closed doors 

but is now taking place very openly at the Council for Foreign Re-

lations in the United States
24

. This is hardly a coincidence as it is, 

in the end, to Washington D.C. that these American allies want to 

make their case. 

It is, however, easy to overestimate the ability and willingness 

of states to enter into alliances in order to balance common ri-

vals
25

. Considering the manifold issues of serious contention be-

tween Israel and Saudi Arabia, it is difficult to see this latest 

dialogue as a serious reorientation and coordination between them. 

While it does signal the magnitude of their concern with Iran, 

which is also the beginning and the end of their common position. 

Saudi Arabia cannot afford outright conflict with its northern 

neighbour and is at best interested in maintaining a common front 

of aggressive vigilance vis-á-vis Tehran and push back, primarily 

through GCC and other Arab Sunni states, and proxies. Israel’s 

rhetoric (yet to be matched by deeds) is much more aggressive and 

                                                      
23 S. Ellis, A. Futter (2015), pp. 85-90. 
24 Council for Foreign Relations panel “Regional Challenges and Opportunities: The 
View from Saudi Arabia and Israel” with Anwar Eshki (Chairman, Middle East Cen-
tre for Strategic and Legal Studies, Jeddah, Saudi Arabia) and Dore Gold (President, 
Jerusalem Center for Public Affairs). Gold had at the time of the meeting just been 
appointed Director General of Israel’s Foreign Ministry, 4 June 2015, 
http://www.cfr.org/development/regional-challenges-opportunities-view-saudi-
arabia-israel/p36615. Israel and Saudi Arabia have cooperated before, see A. Orka-
by, “Rivals With Benefits. Israel and Saudi Arabia’s Secret History of Cooperation”, 
Foreign Affairs, 13 March 2015, 
https://www.foreignaffairs.com/articles/middle-east/2015-03-13/rivals-benefits. 
25 R. Schweller, “Unanswered threats. A neoclassical realist theory of underbalanc-
ing”, International Security, vol. 29, no.2, Fall 2004, pp. 159-200. 
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as Tel Aviv will not face the consequences of its own action, un-

like Riyadh by virtue of sharing a physical border with Iran, Net-

anyahu believes he can allow himself more brinkmanship. 

Conclusion 

Following the nuclear agreement in July 2015 the premise of Iran 

being the third rail of American politics
26

 and thus a regional pow-

er boxed in by and to a large degree neutered through American 

power is no longer valid. This premise constituted a constant in 

the calculations of Iran's regional rivals, Israel and Saudi Arabia 

(and many others with them), when looking at the regional power 

play. While Washington D.C. and Tehran are not going to be 

friends any time soon, their institutional enmity can no longer be 

taken for granted, and thus their comfortable regional strategic po-

sition of having the United States automatically balance Iran out is 

most probably something of the past.  

Rule of thumb in the regional power play and conflict in ideol-

ogy matters but is not decisive. Talleyrand’s old dictum that states 

have interests, not friends, is still valid, all the fiery and heartfelt 

rhetoric notwithstanding. Iranian bluster may give the impression 

that Tehran has rigid red lines and is committed, to the hilt, to a 

number of ideologically motivated positions and allies. Yet the 

fundamental cost-benefit analysis of decision-makers in Tehran 

tends to yield a much more cautious actionable policy then the 

rhetoric implies. 

In Riyadh it seems decision-makers have not made up their 

minds as to whether they should continue to ostracise Iran or re-

spond positively to the overtures of Iranian Foreign Minister Zarif 

for a serious dialogue about regional problems. But unless Iran 

overplays its hand and starts believing the hype about its increased 

clout, Tehran will maintain its support of its allies while trying to 

find a way to reach a modus vivendi with Riyadh. At best there is a 

                                                      
26 J.A. Russell, “Iran and the Third Rail of American Politics”, LobeLog, 27 August 
2015, http://www.lobelog.com/iran-and-the-third-rail-of-american-politics/. 
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possibility that the win-win approach that was so successful in the 

nuclear negotiations will be adopted in the attempts to mend fenc-

es between Iran and the GCC. This would be most welcome since 

a truly common security framework is direly needed in this region 

and cannot be created without a comprehensive and inclusive ap-

proach that goes well beyond hard security and forces all neigh-

bours out of their comfort zone
27

.   

More likely, unfortunately, is a replay of the usual way security 

challenges are dealt with: arms purchases and aggressive rhetoric. 

This approach has been tried many times and has yielded little in 

terms of détente or durable peace. The GCC has so far failed to 

become a better functioning organisation no matter what the per-

ceived or actual threat has been. Considering the generally awful 

state of affairs in the region, business as usual is not something 

any of the actors involved can actually afford. Nor can the people 

of Syria, Iraq and Yemen. 

                                                      
27 For a multi-facetted analysis of this problem see several contributions to AA.VV., 
“Vision of Gulf Security”, POMEPS Studies, no. 25, 25 March 2015, 
http://pomeps.org/wp-content/uploads/2014/03/Visions_of_Gulf_Security.pdf. 





 

5.  Iran and the US:  
The One in a Million Opportunity 

Claudia Castiglioni and Mariele Merlati
1
 

Under the right conditions, with balanced judgments and sound 

negotiating strategy, we can still reach understanding that suits 

the interests of both sides. Most important, we do not have to be 

friends to do so. After all, if Americans and Iranians could never 

agree on anything, then today I and my embassy colleagues 

would probably still be captives in Tehran
2
. 

Few people would question John Limber’s words, if only because 

they come from a man who, while having gone through one of the 

darkest pages of US-Iran relations, the hostage crisis, still believes 

in the possibility of a rapprochement between the Great Satan and 

the Kingdom of the Mullahs. Yet it took 35 years of diplomatic 

estrangement and almost 13 years of failed negotiations on Teh-

ran’s contested nuclear programme to get to the agreement signed 

on 14 July and to the greatest chance of normalisation since the 

seizure of the US Embassy in Tehran in November 1979. In a 

game that according to journalist Barbara Slavin resembles the one 

being played by adolescents dealing with a prom invitation, 

whereby when one side comes forward, the other pulls back, the 

two countries have been sending mixed signals to each other for 

decades. Every time one of the two parties backed down or walked 

away from the negotiating table, this resulted in dashed hopes of 

an improvement in bilateral relations and into open displays of re-

                                                      
1 Introduction, Part I and Conclusion by Claudia Castiglioni; Part II by Mariele Mer-
lati. 
2 J.W. Limbert, Negotiating with Iran: Wrestling the Ghosts of History, United States Insti-
tute of Peace Press, Washington, D.C., 2009, p. 6. 
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ciprocal blame for the failure. All these years of frustrated expec-

tations can partially explain why in mid-2013, as a new actor en-

tered the scene promising to break this apparently eternal cycle of 

hopes, failures, and recriminations, many commentators seemed to 

agree that the stars were finally aligning and that this time things 

would go differently
3
. The signing in November 2013 of an inter-

im agreement between the P5+1 (permanent five members of the 

UN Security Council plus Germany) and Iran, followed last April 

by a detailed set of parameters for the final deal, further fuelled 

hopes that a comprehensive settlement was imminent. 

The changes underway in Iran’s political scene intersected with 

President Obama’s professed intention to initiate an ambitious re-

assessment of his Middle East policy aimed at enabling Washing-

ton to progressively disengage from the region and reduce its 

over-reliance on Riyadh vis-à-vis regional threats, first and fore-

most ISIS. Such a strategy, while triggering vocal criticism from 

America’s traditional allies in the region – already nervous about 

the potential consequences of normalizing relations with Tehran 

and by no means reassured by the meeting convened by Obama in 

Camp David in May – fuelled hopes among the supporters of a 

deal with Iran that a new season in US Middle East policy was fi-

nally unfolding. 

If the agreement signed in July in Vienna seems to endorse 

these expectations, some questions still remain unanswered. While 

the deal will, at least in the intentions of its brokers, settle for at 

least ten years the thorny issue that has been standing at the core 

of US-Iran antagonism for more than a decade – the dispute over 

Tehran’s nuclear programme – doubts still remain about the politi-

cal and strategic implications of the agreement. Will the deal real-

ly significantly and irreversibly alter the nature of the relations 

between the two countries? Is Iran going to become Washington’s 

new strategic partner in the region? What are the obstacles and un-

certainties that still loom on the horizon? What role will be played 

by the debate within the United States in the implementation of the 

                                                      
3 S.M. Walt, “Iran is the Real Prize for Obama’s Foreign Policy?”, Foreign Policy, 16 
September 2013. 
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agreement? These are some of the questions addressed in this 

chapter; the contribution will use history as a lens to capture the 

uniqueness of the deal reached by Iran and the P5+1, the interplay 

of domestic and international factors that influenced its achieve-

ment, and its possible repercussions on the mid- and long-term re-

lations between Washington and Tehran.  

This chapter is composed of two parts: the first one retraces the 

recent history of US-Iran relations, the missed opportunities of 

rapprochement to explore the novelties (and uncertainties) of the 

current moment of engagement; the second one focuses on the de-

bate within the US in order to shed light on the complexities of the 

decision-making process in the formulation of Washington’s poli-

cy towards Tehran. The premise of the chapter is that history and 

domestic policy constitute two key variables, necessary to fully 

understand the implications, the points of strength as much as the 

potential weaknesses of this unique moment of engagement be-

tween Washington and Tehran. 

Part I - An overview of the missed opportunities 

Two ‘seminal events’ lie at the basis of long-standing US-Iran an-

imosity and of more than a decade of diplomatic combat: the coup 

of 1953 and the hostage crisis of 1979-1981. The accepted ver-

sions of these two events, based on distortion and mythmaking 

and further fuelled by the shooting down of Iran Air flight 655 in 

1988 and by the US’ failure to denounce Iraq’s use of chemical 

weapons during the Iran-Iraq war, continue to cast long shadows 

over US-Iran relations and have strongly contributed to jeopardiz-

ing any change in dialogue between Washington and Tehran
4
. 

Nonetheless, between 1979 and 2013 the two parties showed the 

ability and the willingness to sit at the negotiating table. The most 

important episode of cooperation occurred in regard to the over-

throw of the Taliban government in Afghanistan in October 2001. 

                                                      
4 A.M. Ansari, Confronting Iran. The Failure of American Foreign Policy and the Roots of Mis-
trust, London, C Hurst and co, 2006. 
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In that circumstance Iran worked together with Washington and 

other regional actors in preparing the ground for military interven-

tion in the country, provided assistance to the Northern Alliance, 

and played a constructive role in the subsequent negotiations in 

Bonn about Afghanistan’s future, notably facilitating the estab-

lishment of the new government of Hamid Karzai. This coopera-

tion on the difficult Afghan situation provided the most propitious 

time since the revolution for the two countries to reestablish ties. 

The two shared an enemy, Sunni Muslim fundamentalism, and a 

struggle, the one with al-Qaeda and the Taliban. 

The honeymoon between Washington and Tehran was, howev-

er, to be short-lived. Between late 2001 and early 2002 the capture 

of ship Karine A, alleged to be carrying Iranian weapons to the 

Palestinian Authority, accusations that the Islamic Republic had 

links with al-Qaeda, and pressure coming from hardliners in Iran, 

the US, and Israel, resulted in a shift in the international mood and 

in a return to tensions between the two countries, most notably 

epitomized in George W. Bush’s inclusion of Iran in the ‘Axis of 

Evil’ in January 2002. In this already strained situation, the out-

break of the crisis concerning Tehran’s nuclear programme the 

following December further exacerbated the mounting tensions.  

In May 2003 the ongoing deterioration of the bilateral relations 

and the apparent success of US military intervention in Iraq 

prompted some elements within the Iranian leadership to put for-

ward one of the most ambitious proposals of engagement in the 

last 35 years. In a telegram prepared by Iran’s then ambassador to 

France, Sadegh Kharrazi, refined by the then Deputy Foreign Min-

ister Mohammed Javad Zarif, and transmitted through the Swiss 

embassy in Tehran, Iran proposed a road map for normalisation, 

encompassing the offer of Iran’s support in the stabilisation of Iraq 

in exchange for the abandonment of regime change as a US goal 

and the lifting of sanctions. Tehran’s proposal stemmed from 

widespread concerns about Washington’s expanding military 

presence in the region and from the assumption that the US and 

Iran could cooperate again on matters of common interest, notably 

the reconstruction of post-Saddam Iraq. However this time the re-
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ply was a sound rejection: the overconfidence of the Bush admin-

istration, echoed by the President’s ‘Mission Accomplished’ 

speech, the lack of political planning for the aftermath of over-

throwing Saddam Hussein, and poor understanding of the regional 

consequences it would have produced, all concurred in Washing-

ton’s rebuff of Iranian proposal. 

The subsequent move in the diplomatic dance between Wash-

ington and Tehran came three years later, in mid-2006, at the initi-

ative of then US Secretary of State Condoleezza Rice. With a plan 

that partially reversed America’s fierce opposition to direct con-

tacts with the Iranian leadership, Rice suggested that the US would 

join the EU3 in their negotiations with Iran, offering a temporary 

lifting of sanctions in exchange for the suspension of any enrich-

ment activity by the Islamic Republic. Tehran’s refusal to suspend 

enrichment as a precondition for talks, together with the worsen-

ing of the situation in neighboring Iraq, resulted in a deadlock of 

the negotiations and of the dialogue between Washington and Teh-

ran.  

Only the election of Barack Obama in late 2008 managed to 

break the gridlock. In April 2009, four months after his inaugura-

tion, the State Department produced a policy review on the initia-

tive of the newly elected president aimed at identifying a strategy 

to re-launch diplomacy with Iran. Nevertheless, timing proved not 

to be on Obama’s side. In June 2009 protests erupted in Iran as a 

result of widespread allegations of irregularities in the vote that 

gave a second mandate to the incumbent President, the ultra-

conservative Mahmoud Ahmadinejad. Obama’s clumsy handling 

of the crisis, together with the rising tensions in Iran, jeopardized 

any chance for an engagement. On the one hand the President at-

tracted criticism from those, in Iran and in the international com-

munity, who were expecting a more decisive stance in favor of the 

protesters; on the other his condemnation of the facts further com-

plicated the negotiations with the leadership in Tehran. The failure 

became clear in the following fall, when the hopes raised by the 

most substantive bilateral contact in 30 years, the meeting between 

US Undersecretary of State William Burns and Iran’s chief nego-
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tiator Saeed Jalili, and the signing of a preliminary agreement on a 

swap deal, were dashed by Tehran’s decision to begin enriching 

uranium at the 20 per cent level. Despite the encouraging signs 

that came from the meeting held in April 2012 in Istanbul, the two 

parties seemed incapable of overcoming domestic constraints and 

no real progress was made until mid-2013. 

Since then the devastating impact of international sanctions on 

Iran’s economy and the election as President of the pragmatic 

Hassan Rouhani have resulted in a remarkable change in the na-

ture and in the effectiveness of the bilateral contacts between 

Washington and Tehran. The chances of establishing a construc-

tive dialogue never seemed higher, and the signing of the Joint 

Plan of Action in November 2013 further fuelled expectations that 

a rapprochement was at hand. All the pieces seemed finally to 

come together: the officials in charge of the talks were the same 

who had worked to preserve some form of communication be-

tween the two countries even in the darkest hours of US-Iran rela-

tions, the most notable case being Iran’s Foreign Minister 

Mohammad Javad Zarif. At the top of the pyramid stood Hassan 

Rouhani, a man empowered by his qualities and unique experience 

to negotiate with the power élite, including the Supreme Leader, 

while also searching for an agreement with the P5+1, and Barack 

Obama, the first US President to enter office listing an engage-

ment with Iran among his top foreign policy priorities. Taking ad-

vantage of these unique circumstances, these two men managed to 

seize the one in a million opportunity: they paved the way for the 

normalisation of relations between their countries. Yet the game is 

just beginning. 
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Part II - The dream of a foreign policy legacy and  
the challenge posed by Congress 

[…] Between now and this spring, we have a chance to negotiate 

a comprehensive agreement that prevents a nuclear-armed Iran, 

secures America and our allies, including Israel, while avoiding 

yet another Middle East conflict … new sanctions passed by this 

Congress, at this moment in time, will all but guarantee that di-

plomacy fails … It doesn’t make sense. And that’s why I will 

veto any new sanctions bill that threatens to undo this pro-

gress[…]
5
 

In his 2015 State of the Union Address, Barack Obama thus set 

out the degree of priority he intended to accord to an agreement 

with Iran in the final phase of his second term. Two main points 

are highlighted in these few words: that Obama’s legacy as 44
th
 

President would hinge on the outcome of the US-Iran contest; and 

that in that match the toughest adversary would be not the external 

enemy, but Congress itself, or rather the Republican majority, 

greatly bolstered as a result of the mid-term elections of Novem-

ber 2014. A few months later, with the framework agreement 

reached in Lausanne on 2 April, President Obama appeared to 

have won the first round. “For a President whose ambitions to re-

make the world have been repeatedly frustrated, the possibility of 

a reconciliation after 36 years of hostility between Washington 

and Tehran now seems tantalizingly within reach, a way to be 

worthy of the Nobel Peace Prize that even he believed was award-

ed prematurely”. So opined Peter Baker in The New York Times 

the day after the accord was signed
6
. And it was Obama himself, 

celebrating the success of American diplomacy, who cited the 

                                                      
5 The White House, Office of the Press Secretary, Remarks by the President in his State 
of the Union Address, US Capitol, Washington, D.C., 20 January 2015, 
https://www.whitehouse.gov/the-press-office/2015/01/20/remarks-president-
state-union-address-january-20-2015. 
6 P. Baker “A Foreign Policy Gamble by Obama at a Moment of Truth”, The New 
York Times, 2 April 2015, 
http://www.nytimes.com/2015/04/03/world/middleeast/a-foreign-policy-gamble-
by-obama-at-a-moment-of truth.html?_r=0. 

http://www.nytimes.com/2015/04/03/world/middleeast/a-foreign-policy-gamble-by-obama-at-a-moment-of
http://www.nytimes.com/2015/04/03/world/middleeast/a-foreign-policy-gamble-by-obama-at-a-moment-of
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lofty heights reached by former presidents, imagining a common 

thread linking his strategy of “talking to adversaries” to Kennedy’s 

famous words “Let us never negotiate out of fear. But let us never 

fear to negotiate”, or again to the agreements with which Richard 

Nixon, first of all, and later Ronald Reagan, achieved a truce with 

the great Soviet enemy in the nuclear arms race
7
. The final deal 

signed in Vienna on 14 July further bolsters these powerful com-

parisons. However, despite these successes for the executive, the 

finish line for the implementation of the deal with Iran is still a 

long way off. 

The battle between the US executive and legislative branches 

over the Iran issue can be best described as a free-for-all, and hos-

tilities have peaked in recent months, particularly on 3 March 

when the Israeli Prime Minister Netanyahu, performing before the 

US Congress and rewarded with thunderous standing ovations 

from numerous Representatives and Senators, deliberately demol-

ished the nuclear proliferation agreement that American diplomats 

were at that time negotiating with the P5+1 group. Invited by the 

Republican majority without referring to the White House on the 

matter, during a visit in which he was to meet with neither the 

President nor any other member of the executive, Netanyahu end-

ed up as an important pawn in the hands of the Republican right 

and as the symbol of an out-and-out challenge to the President. 

Denounced as an expression of even greater interference in the 

handling of foreign policy matters, a second Republican initiative 

saw a letter endorsed by 47 Senators under the leadership of Sena-

tor Tom Cotton from Arkansas being forwarded on 9 March to the 

“leaders of the Islamic Republic”. This missive basically made 

clear to the Iranians that without the approval of Congress no ex-

ecutive agreement negotiated by the government would be legally 

binding, and could be revoked “with a stroke of a pen” by a future 

                                                      
7 The White House, Office of the Press Secretary,  R. Garden, Statement by the Presi-
dent on the Framework to Prevent Iran from Obtaining a Nuclear Weapon, US Capitol, Wash-
ington, D.C., 2 April 2015, 
https://www.whitehouse.gov/the-press-office/2015/04/02/statement-president-
framework-prevent-iran-obtaining-nuclear-weapon. 
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president or “modified at any time” by Congress. Quite aside from 

the merits of the arguments put forward in the letter, which will 

shortly be addressed here below, undoubtedly the most striking 

aspect here is the unprecedented manner in which certain Senators 

undertook to communicate directly with the leaders of a foreign 

power in order to completely delegitimize the negotiations being 

carried on by their own President, as if, as The New York Times 

ironically noted, a group of Democrats had written to the Kremlin 

in 1986 telling Mikhail Gorbachev that President Ronald Reagan 

did not have the authority to negotiate a nuclear arms deal. “A 

message that is as false as it is dangerous” according to Vice Pres-

ident Joe Biden, which “threatens to undermine the ability of any 

future American president, whether Democrat or Republican, to 

negotiate with other nations on behalf of the United States”
8
. 

Congress will have a say 

What room there would be for a vote by the US legislative within 

the process of formalizing the agreement with Iran has been a 

burning topic of debate for months not only among politicians but 

also in intellectual and academic circles. Despite the early intran-

sigence of the Obama administration, which initially argued that 

the executive agreement with Iran would be binding even without 

a vote of approval by Congress, the administration has recently 

accepted that the Iran deal be put to a vote.  

The issue requires consideration to be given to the evolution of 

the American political system and the distribution of power in 

matters pertaining to foreign policy. Article 2 of the Constitution 

establishes that international treaties are to be negotiated by the 

President and approved by a 2/3 majority of the Senate. However, 

alongside treaties, common practice has developed another form 

                                                      
8 The White House, Office of the Vice President, Statement by the Vice President on the 
March 9 Letter From Republican Senators to the Islamic Republic of Iran, 9 March 2015, 
https://www.whitehouse.gov/the-press-office/2015/03/09/statement-vice-
president-march-9-letter-republican-senators-islamic-repu. 
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of international accord, the executive agreement, which does not 

require ratification by the Senate. And this is the case in the Com-

prehensive Agreement reached on 14 July.  

The executive agreement first came into play under the presi-

dencies of Franklin Delano Roosevelt, initially to regulate matters 

of trade, but soon, with the advent of the Second World War, to be 

used in security issues. Since that time, the executive agreement 

has been a tool used continuously by all US presidents, if we con-

sider that as of today 94 per cent of all international agreements 

signed by the United States fall into this category
9
. A captivating 

study by Glen Krutz and Jeffrey Peake has found that over time 

the executive agreement has shown itself to be highly efficient in 

foreign policy, allowing the executive to sidestep the time-

consuming delays required for the ratification of treaties, without 

however diminishing the legislative’s sphere of action. The major-

ity of executive agreements entered into in previous decades are in 

fact not solely executive agreements but belong to the category of 

what we may call “congressional-executive agreements, in which 

Congress has previously or retroactively authorized an interna-

tional agreement entered into by the executive”
10

. So Congress 

does have its say, but differently to treaties both the House of Rep-

resentatives and the Senate express their positions, and in a more 

simplified manner, a simple majority, and not a 2/3 majority, is all 

that is required for approval. 

The agreement with Iran appears to be a fully fledged member 

of this specific category of congressional-executive agreements, 

given that in May the Senate and the House of Representatives ap-

proved a bill which would give Congress the power to review the 

agreement within 60 days from its signing and potentially to reject 

the nuclear deal. However, a resolution of disapproval could be 

vetoed by the President and just a two-thirds majority in both the 

                                                      
9 G.S. Krutz,  J.S. Peake, Treaty Politics and the Rise of Executive Agreements, The Univer-
sity of Michigan Press, 2011, p. 51. 
10 M.J. Garcia, International Law and Agreements: Their Effect upon U.S. Law, Congres-
sional Research Service, 18 February 2015, 
https://fas.org/sgp/crs/misc/RL32528.pdf. 
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Senate and the House could override a Presidential veto. In fact, 

announcing the Vienna final agreement from the White House on 

14 July, President Obama said he “will veto any legislation that 

prevents the successful implementation of this deal”. 

Vote counting started the day after the deal was signed in Vi-

enna, especially in the Democratic ranks both in the Senate and in 

the House. Democrats’ votes would, in fact, be decisive to secure 

the majority needed to pass a resolution of disapproval and, in any 

case, the one necessary to override an eventual Presidential veto.  

The responsibility in Democratic hands was thus great. “The con-

sequences of Congress stopping the deal would be harsh for the 

United States and chaotic for international order”, commented 

Cornelius Adebahr from the Carnegie Endowment for Internation-

al Peace
11

. “Ultimately it would put into question the ability of the 

United States to lead the reshaping of the world order on Western 

terms, by alienating Washington’s European allies and allowing 

China and Russia to mock US leadership, all while ceding the 

moral high ground to Tehran”. 

Developments in Congress in the second week of September 

meant a major victory for President Obama, as Senate Democrats 

successfully blocked the passage of the Republican resolution dis-

approving the Iran nuclear deal, so preventing the President from 

exercising his veto power. 

Nevertheless the debate in the US is far from over, and the 

fierce opposition to the deal expressed by all the Republican pres-

idential candidates, first and foremost Florida Senator Marco Ru-

bio, could reverberate this struggle into the 2016 presidential 

election.  

 

 

                                                      
11 C. Adebahr, What would happen if the US Congress kill the Iran deal, Carnegie Endow-
ment for International Peace, 6 August 2015, 
http://carnegieendowment.org/2015/08/06/what-would-happen-if-u.s.-congress-
killed-iran-deal/ieeg. 
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Engagement or appeasement? 

The main topics of the debate concern the content of the accord 

with Iran along with its political and strategic implications. Firstly 

there is the different weight that the executive and legislative give 

to the Iranian player. For the White House, a partner at the negoti-

ation table and possible strategic partner; for most Republicans in 

Congress an unreliable foreign entity, both in terms of its nuclear 

policy and of the overall implications that a rapprochement with 

Tehran could have in the international scenario, particularly on the 

Middle-Eastern chessboard. While the executive maintains that, 

thanks to this agreement, Iran will be deprived of the possibility to 

equip itself with nuclear arms yet finally be legitimately enabled 

to produce nuclear energy for civilian uses, loud protests are being 

raised concerning insufficient assurances and the impossibility of 

inspections being carried out, as well as fears regarding excessive 

availability to Iran of equipment and facilities. While for the 

White House one of the most important results of a strengthening 

of ties with Tehran will be the involvement of the Iranians in the 

Middle East stabilization process and in fighting ISIS, critics 

maintain the impossibility of political and strategic cooperation as 

a result of the fundamental ambiguity of Iranian politics and of 

Tehran’s hegemonic approach, inevitably destined to clash with 

countries such as Saudi Arabia or Israel. 

To some extent, the terms of this debate echo those of the bat-

tle between legislative and executive in 2009. Back then, President 

Obama’s high expectations for a deal with Iran had to grapple not 

only with the intransigence of the Iranian leadership in matters re-

lating to nuclear power, but also with the evidence of a regime, 

that of Ahmadinejad, guilty in the eyes of the whole world of fla-

grant breaches of civil and human rights after the rigged elections 

in June 2009. Although the human rights question has not sunk 

from public view or that of Congress, other issues today appear to 

be more critical. First and foremost, Israel: while the avenue of di-

plomacy is proclaimed by President Obama as the best option to 

avert the real risk of Iran adopting atomic weapons, and thus also 

to defend the safety of Israel, some US pro-Israeli lobbies such as 
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American Israel Public Affairs Committee (AIPAC) and numerous 

Representatives in the Congress, captained by presidential candi-

date Marco Rubio, never tire of highlighting the threat that this 

agreement with Iran will supposedly represent for the very surviv-

al of Israel. What is more, vociferous criticism has been raised 

against the wisdom of entering into a pact with a country which 

since 1984 has figured on the list of nations supporting interna-

tional terrorism. This is a hot topic in the USA at present, given 

that in May the US formally dropped Cuba from that same list. 

President Obama in person has responded to this criticism, on the 

one hand proffering assurances that all sanctions not directly con-

nected with the nuclear issue will be maintained in relationships 

with Iran, and on the other voicing his conviction that a cessation 

by Tehran of any form of support for terrorist organizations is an 

aim that can more easily be pursued “if the nuclear issue has been 

put in a box”
12

. 

In essence, the two sides of this debate are irreconcilable: as far 

as Obama is concerned it is a matter of applying what he does not 

hesitate to call his “Doctrine” – “we will engage but we preserve 

all our capabilities” – in full continuity, moreover, with that 

“comprehensive engagement” to which he had given plenty of 

space in the National Security Strategy 2010; for his detractors in 

Congress that same ‘engagement’ is nothing less than weakness, 

yielding which is again reminiscent of the myth of appeasement, 

one of the most persistent myths in the huge media circus that is 

the public use of history: just as Neville Chamberlain failed to 

stand up to Hitler’s Germany, today Obama is giving in to the 

Ayatollah of Tehran. 

 

 

 

                                                      
12 T.L. Friedman, “Iran and the Obama Doctrine”, New York Times, 5 April 2015, 
http://www.nytimes.com/2015/04/06/opinion/thomas-friedman-the-obama-
doctrine-and-iran-interview.html. 
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When to waive sanctions 

In exchange for Tehran’s agreement to restrict its nuclear devel-

opment programme and to allow international inspections, the deal 

provides for the suspension of economic sanctions imposed on 

Iran. Which sanctions are to be suspended and, especially, when 

this is to take place are also the subject of heated debate, a debate 

rendered all the more incandescent by the complexity of the mat-

ter. “The regime of economic sanctions against Iran is arguably 

the most complex the United States and the international commu-

nity have ever imposed on a rogue state”, recites a recent Congress 

Research Report, as much for the ‘rationale’ which has led to their 

being defined – support for acts of international terrorism, a poor 

human rights record, weapon and missile development and acqui-

sition, a role in regional instability, and development of a nuclear 

programme – as for the various national and international entities 

which opted for their adoption – Congress, the State Department 

and the White House in the US, and also the United Nations Secu-

rity Council and European Union on the international front
13

. 

Within the framework of the “two track approach of pressure and 

engagement” so well illustrated by then Secretary of State, Hillary 

Clinton
14

, a significant escalation of bilateral and multi-lateral 

sanctions has been seen since 2010 aimed also at the nerve centres 

of oil exports and financial transactions. The consequences for the 

Iranian economy have been severe according to another Congres-

sional Research Report which states that “the economic pressure 

caused Iran’s crude oil exports to fall to about 1.1 million barrels 

per day (mb/d) at the end of 2013, from about 2.5 mb/d in 2011, 

and Iran’s economy to shrink about 5 per cent in 2013 as Iran’s 

private sector reduced operations and many of its loans became 

                                                      
13 D.E. Rennack, Iran: U.S. Economic Sanctions and the Authority to Lift Restrictions, Con-
gressional Research Service, 26 February 2015, 
https://fas.org/sgp/crs/mideast/R43311.pdf. 
14 US Department of State, “Secretary of State Hillary Rodham Clinton, Interview 
with David Sanger and Mark Landler of the New York Times”, 6 August 2010, 
http://www.state.gov/secretary/20092013clinton/rm/2010/08/145784.htm. 
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delinquent”
15

. A dramatic situation which Tehran aims to extricate 

itself from as soon as possible, but about which lively debate is 

still on-going within the US. While it is a widely shared convic-

tion that such a strict system of sanctions has been instrumental in 

forcing the Iranian government to take its place at the negotiating 

table alongside the West, many continue to believe that the time 

has not yet come to remove this tool, particularly in the absence of 

the necessary assurances by Iran of compliance with all parts of 

the nuclear power deal.  

Congress will play a major role in this matter: while the Presi-

dent may unilaterally remove any sanctions imposed by him under 

his executive authority, he can merely decide on a temporary sus-

pension of all other sanctions previously voted by Congress, as 

their permanent lifting requires a vote to that effect by Congress. 

Conclusion 

It took a long time to get to this agreement: reciprocal mythmak-

ing, institutional conflicts, and sudden shifts in the regional and 

international environment had turned any attempt of rapproche-

ment into a failure. Today Washington and Tehran enjoy a unique 

chance. Nonetheless the road toward normalisation is still long 

and full of ambiguities. While there is a wide consensus in seeing 

the agreement as the first, long-awaited, step in re-establishing a 

constructive dialogue between Washington and Tehran, opinions 

still vary on its mid- and long-term implications. Whether some 

consider it the foundation for a comprehensive engagement and 

for a strategic partnership between Tehran and Washington – no-

tably in the common fight against ISIS – more cautious analyses 

portray the deal as an agreement limited in time and scope, 

achieved mostly for domestic considerations, and incapable of al-

tering the fundamental antagonism between the two parties. Even 

if we can’t predict which among these scenarios will unfold, we 

                                                      
15 K. Katzman, Iran Sanctions, Congressional Research Service, 9 March 2015, 
https://www.fas.org/sgp/crs/mideast/RS20871.pdf. 



92 Iran After the Deal 
 

can make some preliminary observations on the opportunities 

opened up by the agreement.  

The deal with the P5+1 won’t prevent Tehran from trying to 

increase its regional power, nor it will assure a more cooperative 

attitude towards a series of problems, from Syria to human rights. 

However, the settlement of the nuclear crisis will make it possible 

to shift from seeing a rise in Iran’s stature as an entirely hostile 

development to acknowledging the possibility of using Tehran’s 

means of influence to lay the bases for a limited cooperation. “In-

ternational relations are no longer a zero-sum game” – President 

Rouhani stated a few months after taking office – “but rather a 

multi-dimensional space in which competition and cooperation co-

incide”. In addition to that, the deal, despite being limited in time 

and scope, will provide Obama (and a new sympathetic admin-

istration in office after him) with some strong bases to move for-

ward in a review of US policy in the Middle East capable of 

reducing US commitments in the region and thus allowing for 

more attention to be devoted to other theatres such as Asia.  

Whether we choose to talk about a ‘constructive engagement’, 

the establishment of ‘working relations’, or the achievement of 

some sort of ‘détente’, the game between Iran and the US will be 

undergoing a profound change, with unpredictable outcomes. This 

won’t mean the establishment of an alliance with Tehran, or the 

lessening of US pressure on Iran’s human rights record. It will 

mean creating the conditions for a state-to-state relationship capa-

ble of providing the framework for cooperation in rooting out or 

containing common enemies, for debate over the disputed issues, 

and for competition on irreconcilable goals. Not least, a move to-

wards normalisation could pave the way for a gradual re-launch of 

some forms of trade relations, first and foremost in the civil avia-

tion industry.  

Whatever the interpretation, many uncertainties still remain: as 

the chapter has shown, the obstacles that prevented the parties 

from reaching an agreement in the last 12 years have not com-

pletely vanished and they continue to cast a shadow on the future 

of US-Iran dialogue. In this framework, an even greater uncertain-
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ty looms on the horizon: the end of Obama’s second term and the 

coming primary and presidential elections in the US. Even if we 

don’t know who is going to be in charge of taking the next steps in 

the tortuous path to normalisation or in what circumstances the 

next president will be forced to act, we do know that if this agree-

ment doesn’t prove capable of breaking more than three decades 

of institutionalized hostility, we will witness a new rise in domes-

tic, regional, and international tensions. This will likely offer the 

ultra-conservatives in Tehran the chance to sideline their Presi-

dent, accelerate the country’s nuclear programme, and go back to 

the bellicose rhetoric of the previous administration. The US, for 

its part, would find itself again relying mostly on Riyadh in its 

fight against ISIS, while the Republican majority in the Congress 

will have an easy task of imposing tougher sanctions on Iran. The 

dialogue between Iran and America will cease and the pattern of 

previous years will be firmly reestablished, without another 

Obama or Rouhani on the horizon. These reasons should be 

enough to convince both Washington and Tehran that, whatever 

the obstacles and the uncertainties, this one in a million opportuni-

ty should not be wasted. 





 

6.  The Iran-Russia Entente: Marriage of 
Convenience or Strategic Partnership? 

Clément Therme 

Since the election of Hassan Rouhani to the Iranian presidency in 

2013, Tehran’s policy towards Moscow has remained focused on 

the search for a ‘strategic partnership’. This was also the objective 

of the Ahmadinejad administration between 2005 and 2013. Nev-

ertheless, given the critical discourse of Iranian reformist and so-

called ‘moderate’ media during the conservative rule on this spe-

cific issue, one could argue that there is a lack of conviction of 

Iranian moderate and reformist factions regarding what should be 

the optimal Iranian strategy towards Moscow. While criticizing 

the Ahmadinejad administration, the reformist discourse targeted 

the ideological tenet driving Iranian strategy towards Moscow, 

namely antiwesternism, which contradicts Iranian national inter-

ests. Despite these critics, since his election Hasan Rouhani has 

pursued almost the same policy towards Russia as the Ahmad-

inejad administration. The use of the détente with the West in gen-

eral and the European Union in particular to reinforce Iran’s 

position towards Russia in their asymmetric relationship, appears 

to be the main innovation of the Rouhani administration. In fact, 

this strategy has been at the core of the Iranian diplomatic doctrine 

since the Rafsanjani and the Khatami administrations era (1989-

2005). 

There are two sets of explanations for this remarkable continui-

ty. One is institutional: the Supreme Leader is the main decision-

maker regarding the relationship with Russia, which is a national 

security issue of major importance to explain the survival of the 

Islamic Republic facing Western pressure since the end of the 
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Cold War. The second one is the lack of alternatives. Indeed, in 

the context of Western and international sanctions, targeting both 

the Iranian economy and sensitive domains such as civil nuclear 

technology, spatial technology or military sectors, Russia remains 

one of the sole international powers ready to cooperate with Iran 

in these strategic sectors – alongside, to a lesser extent, China.   

Therefore, this chapter will shed light on the reasons for the 

‘moderates’ contradictory behaviour regarding the search for a 

‘strategic partnership’ with Moscow. In order to enlighten Iran’s 

ambivalent strategy towards Russia, one has to analyze the trilat-

eral dimension of the bilateral relationship between Iran and Rus-

sia, namely the relations of the two partners with the US.  

The new dynamics driving Russian-Iranian relations 

The Joint Comprehensive Plan of Action (JCPOA) agreed in Vi-

enna on 14 July 2015 creates a new framework for Russian-

Iranian relations. On the one hand, it will boost nuclear and mili-

tary cooperation in the short-term and enhance the regional coop-

eration between Iran and Russia in the Caucasus, Central Asia and 

the Middle East. On the other hand, the lessening of tensions be-

tween Iran and the West is twofold: firstly, it will reduce Iran’s 

dependency towards Russia especially given Moscow’s role in 

lessening the scope of UN sanctions as a veto member at the Secu-

rity Council. There is no longer such a need for Moscow’s support 

for Iran to resist Western pressure. Secondly, the opening of Irani-

an markets could threaten Russian economic interests with compe-

tition from European and Chinese companies in the first phase 

and, in the longer-term, the American. 

Russia is still facing US unilateral sanctions even if Lavrov has 

underscored that Moscow will ignore US unilateral sanctions re-

garding Iran. The most sensitive question for Moscow includes 

Russian companies working at the same time in Iran and in the 

US. This is particularly true for the energy sector, where Russia 

refrains from investing in Iran in order to favor cooperation with 

US companies so as to develop its domestic energy sector. Never-
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theless, after the implementation of US unilateral sanctions against 

Russian companies in relation to the Ukrainian crisis, it is possible 

that Russia will decide to support cooperation between Iranian 

private and state companies with Russian companies already under 

US sanctions such as Sberbank and the state energy companies, 

Gazprom and Rosneft
1
. At the same time, Russian state media in-

sist on the contradictory behaviour of the US government regard-

ing the role of Russia in dealing with sensitive international crises 

such as Syria and Iran. Indeed, on the one hand, the Obama ad-

ministration is looking for the support of Russian diplomacy to 

solve the Iranian nuclear crisis or the Syrian civil war. Russia’s 

constructive role during the diplomatic process between the Islam-

ic Republic of Iran and the P5+1 (permanent five members of the 

UN Security Council plus Germany) was acknowledged by the 

phone call from President Obama to President Putin after the con-

clusion of the JCPOA. On the other hand, and at the same time, 

the Obama administration pursues the policy of its predecessors in 

targeting Russian firms working in Iran or Syria following its 

Nonproliferation Act in regards to these two countries. Russian 

companies have recently been sanctioned, such as Design Bureau 

(KBP), Rosoboronexport (ROE) and Russian Aircraft Corporation 

(RAC) MiG
2
.   

Despite this new Russian strategy designed to resist US eco-

nomic pressure, one has to consider that the integration of the Ira-

nian economy into globalization could become a challenge for 

Moscow’s strategy regarding foreign investment. Indeed, numer-

ous companies, which were present in Russia until the Ukrainian 

crisis, are now looking to invest in Iran. In the near future, the 

ability of the Russian economy to attract foreign investment has 

become a matter of concern. Some observers in Russia are won-

                                                      
1 P.J. Sanders, “Will U.S. Sanctions Disrupt Iran-Russia Economic Ties?”, Al Moni-
tor, 21 August 2015, http://www.al-monitor.com/pulse/originals/2015/08/us-
russia-collision-post-iran-deal-economic-agreement.html. 
2 “New sanctions: US targets scores of Russian, Chinese, Syrian firms over Iran”, 
Russia Today, 2 September 2015, https://www.rt.com/news/314085-us-hits-russia-
sanctions/. 

http://www.al-monitor.com/pulse/originals/2015/08/us-russia-collision-post-iran-deal-economic-agreement.html
http://www.al-monitor.com/pulse/originals/2015/08/us-russia-collision-post-iran-deal-economic-agreement.html
https://www.rt.com/news/314085-us-hits-russia-sanctions/
https://www.rt.com/news/314085-us-hits-russia-sanctions/


98 Iran After the Deal 
 

dering “Are we the new Iran?”
3
. Despite these Russian preoccupa-

tions of becoming a pariah state, in the first phase the implementa-

tion of Western sanctions against Russia’s economy was a factor 

of rapprochement between Tehran and Moscow. For instance, the 

Islamic Republic was mentioned as an option in order to replace, 

at least partially, some European products that Russia is banned 

from importing under the sanctions
4
. Also, since the end of the 

Cold War, Russia has been supporting Iranian criticism towards 

unilateral Western sanctions and the threat to use force in order to 

militarily solve the Iranian nuclear issue. 

The prospects of the lessening of most of the sanctions affect-

ing the Iranian economy after 15 December 2015 make it clear 

that Russians and Iranians are trying to attract the very same 

Western investors. Despite this new trend, Russia’s private and 

public sectors remain more open to US investment than the market 

of the Islamic Republic of Iran. The Supreme Leader recently ex-

plained: “some are trying to qualify the events in Syria, Iraq, 

Yemen or elsewhere as religious war, this is not a war of religion, 

it is a political conflict. The most important task is to overcome 

these differences”. And he mentioned “intrusion attempts of 

Americans through the nuclear deal” before adopting a threatening 

tone: “We will not allow any intrusion, neither economic or politi-

cal intrusion nor cultural. The regional policy of the Islamic Re-

public of Iran is the opposite of that of the United States. They 

seek the disintegration of Iraq and the establishment of small pup-

pet countries but with God’s help, this will not happen”. While re-

jecting the “unfounded accusations of interference by the Islamic 

Republic of Iran in the internal affairs of Yemen and Bahrain”, 

this position nevertheless builds on this plan by saying that “Iran 

supports the resistance in the region, including the Palestinian re-

sistance and all those who fight against Israel and support all those 

                                                      
3 M. Trudolyubov, “Is Russia the New Iran?”, The New York Times, 11 August 2015, 
http://www.nytimes.com/2015/08/12/opinion/maxim-trudolyubov-is-russia-the-
new-iran.html. 
4 N. Kozhanov, “Understanding the Revitalization of Russian-Iranian Relations”, 
Carnegie Moscow Center, 5 May 2015, http://carnegie.ru/2015/05/05/understanding-
revitalization-of-russian-iranian-relations/i86n. 

http://www.nytimes.com/2015/08/12/opinion/maxim-trudolyubov-is-russia-the-new-iran.html
http://www.nytimes.com/2015/08/12/opinion/maxim-trudolyubov-is-russia-the-new-iran.html
http://carnegie.ru/2015/05/05/understanding-revitalization-of-russian-iranian-relations/i86n
http://carnegie.ru/2015/05/05/understanding-revitalization-of-russian-iranian-relations/i86n


The Iran-Russia Entente 99 
 

who strike the Zionist regime”
5
. This rejection of the US economic 

presence by the highest authorities of the Islamic Republic will 

remain the main driver of cooperation with Russia in sensitive sec-

tors such as civil nuclear and military in the near future. 

Russia and the nuclear negotiations: 
from mediation to constructive engagement 

Since the Russian proposal of 2005, Russia’s creative diplomacy 

towards the Iranian nuclear question has been a tool to reach a 

comprehensive deal with the international community. Russia’s 

proposal of shipping Iranian enriched uranium to Russia
6
 was first 

rejected by Iran during the Ahmadinejad era (2005-2013). Fur-

thermore, in 2006 Iran rejected a Russian offer to produce nuclear 

fuel in its plants for Iran. After the election of Rouhani in 2013, 

the new nuclear doctrine has shown more flexibility. This new 

Iranian diplomatic posturing allows Russia to play a central role in 

the diplomatic process. Indeed, in 2011 Sergey Lavrov was a key 

protagonist in defining the diplomatic method to achieve a politi-

cal resolution of the dispute between Iran and the P5+1 (perma-

nent five members of the UN Security Council plus Germany). 

Indeed, the Geneva interim agreement of November 2013, extend-

ed in November 2014, and the “Lausanne historic agreement” 

signed on 2 April 2015, built on the proposal that Russian Foreign 

Minister Sergey Lavrov called “step by step” in the summer of 

2011. The JCPOA also follows the same idea of a gradual lifting 

of sanctions in exchange for a clarification of the exclusively 

peaceful nature of the Iranian nuclear programme. In other words, 

more transparency to obtain the end of all the sanction regimes.   

                                                      
5 Ali Khamenei’s discourse quoted by the Iranian press, 18 August 2015. 
6 “Instead of being enriched at home, the converted uranium, known as UF6, would 
be enriched in Russia and then sent back to Iran to fuel a Russian-built nuclear 
power reactor there”, D. Linzer, “U.S. Backs Russian Plan To Resolve Iran Crisis”, 
The Washington Post, 19 November 2005, http://www.washingtonpost.com/wp-
dyn/content/article/2005/11/18/AR2005111802679.html. 
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Despite Russia’s enduring interests for the status quo in the 

confrontation between Iran and the West
7
, Moscow seems to sup-

port the diplomatic process in order not to appear as a hurdle to the 

reintegration of Iran into the ‘international community’ and to en-

able a deepening of trade relations with Tehran. Nevertheless, 

Moscow has no interest in a US-Iranian reconciliation, in order to 

safeguard its economic cooperation: military cooperation and the 

lucrative civil nuclear projects with the conclusion of a Memoran-

dum of Understanding (MOU) on the construction of new nuclear 

reactors in Iran were signed in November 2014. Another incentive 

was the negotiation of oil-for-goods contracts between Iran and 

Russia to allow Iran to export more oil on the international market 

and to bypass the Western embargo on Iranian oil. Eventually, 

Russia has an interest in cooperation in the Iranian gas market and 

to increase its exports affected by international sanctions. In 2014, 

after two years of decreasing economic cooperation, bilateral co-

operation rose of about 5 per cent compared to the previous year, 

reaching $1.7bn
8
. Given the broad range of Russian economic in-

terests in Iran, Moscow may seek to prevent a return of the US to 

the Iranian market in anticipation of a gradual lifting of US unilat-

eral sanctions. 

According to the JCPOA, “Russia would blend down 500 tons 

of highly enriched uranium (HEU) from weapons to an enrichment 

level appropriate for US nuclear reactor fuel, which we then pur-

chased. This provides Russia with needed resources […]”
9
. Fur-

thermore, in cooperation with Russia, Iran will be allowed to 

develop “a limited programme for production of stable isotopes, 

                                                      
7 C. Therme, “Iran and Russia: a tactical entente”, Empires and Revolutions: Iranian-
Russian Encounters since 1800, London/New York, Routledge, Iranian Studies Book 
Series, 2012, p. 377-400. 
8 M. Sanaei, “Ten Points on the Importance of Iran-Russia Relations Subsequent to 
Nuclear Agreement”, Iran Review, 13 August 2015, 
http://www.iranreview.org/content/Documents/Ten-Points-on-the-Importance-
of-Iran-Russia-Relations-Subsequent-to-Nuclear-Agreement.htm.  
9 E. Moniz, “Science-based Nuclear Security and the Iran Agreement”, The Iran Deal, 1 
September 2015, https://medium.com/the-iran-deal/science-based-nuclear-security-and-
the-iran-agreement-122f7b7c8370. 

http://www.iranreview.org/content/Documents/Ten-Points-on-the-Importance-of-Iran-Russia-Relations-Subsequent-to-Nuclear-Agreement.htm
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such as those used for medical applications”
10

. In the long-term 

perspective, the JCPOA is an international recognition of the legal 

status of Iranian-Russian civil nuclear cooperation. This is a dip-

lomatic achievement for Moscow, given the Western opposition to 

Russia’s involvement in the Iranian nuclear sector since the start 

of their bilateral cooperation at the beginning of the 1990s. In the 

wake of the JCPOA, Russia aims to build eight new nuclear reac-

tors after the official launch of the Bushehr nuclear plant in 2010. 

The new nuclear reactors are designed as ‘post-Fukushima’ in 

terms of security. The two countries also agreed to exchange Ira-

nian enriched uranium for Russian raw uranium.  

In the context of the Fukushima reactor incident of March 

2011, the question of the safety of the first hybrid Russian-German 

power plant, constructed at the Persian Gulf city of Bushehr, is 

part of the public debate
11

. This is not a new question, as demon-

strated by the longstanding concern of Arab countries in the Per-

sian Gulf – such as the United Arab Emirates and Kuwait – 

regarding Iranian capability to safely manage a nuclear reactor. 

Indeed, the geographical proximity of the Arab peninsula associat-

ed with the lack of safety concerns in Iranian management culture 

are factors explaining the specific worries of the regional countries 

regarding this power plant. In the international history of nuclear 

development, the Bushehr power plant was the longest construc-

tion process ever seen: in 2012, after more than 37 years, it was 

eventually producing electricity. This can be explained by the 

technical hurdles causing these delays, due to the 1970 German 

technology first used to build the reactor: 

                                                      
10 Joint Comprehensive Plan of Action, The Iran Deal, Wien, 14 July 2015, 
https://medium.com/the-iran-deal/joint-comprehensive-plan-of-action-
5cdd9b320fd.  
11 C. Kupchan, “Building a ‘culture of safety’ in Iran around the operation of Bu-
shehr”, RIA Novosti, 15 March 2011, 
http://en.rian.ru/valdai_op/20110315/163015626.html; “Iran dismisses post-
Fukushima nuclear rethink”, IISS Strategic Comments, vol. 17, Comment 15, April 2011, 
http://www.iiss.org/publications/strategic-comments/past-issues/volume-17-
2011/april/iran-dismisses-post-fukushima-nuclear-rethink/. 
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These delays were caused by difficulties in adapting the struc-

ture of the power plant. In the Siemens design, heat exchangers 

are assembled vertically, as opposed to horizontally in the Rus-

sian design
12

.  

More importantly, in October 2007, Putin stated that the main ob-

stacle to the completion of the reactor was: 

Iran, during the work on building the Bushehr nuclear power 

plant, signed agreements not only with Russian partners but also 

with partners in other countries, in the Republic of Korea, for 

example, which have refused [to supply] the equipment prom-

ised by the contracts they signed
13

.   

These explanations are far from convincing from the perspective 

of the Islamic Republic. In fact, before giving these official rea-

sons for the delay, during his visit to Tehran in October 2007 for 

the second summit of the Caspian Sea countries, Vladimir Putin 

refused to set a deadline for the completion of the Russian-built 

Bushehr nuclear reactor, stating that “the only promises I have 

given were to my mother when I was a little boy”
14

. This formula 

was far from the conventional diplomatic rhetoric usually used be-

tween allies. After the pre-launch of the power plant on 24 Febru-

ary 2009, Rafsanjani raised the issue of Russian reliability and 

credibility in the nuclear sector to the centre of  public debate in 

Iran; even while, at the same time, conservative newspapers tri-

umphantly announced the pre-launching of the nuclear reactor
15

. 

This Iranian dependency on Russian nuclear technology could not 

be balanced by the development of a 100 per cent independent in-

digenous nuclear capacity. Indeed, the former French Ambassador 

to Iran, François Nicoullaud, considers that no country is fully 

able to avoid technological transfer in the development of a na-

tional nuclear industry:  

                                                      
12 Personal interview with Akbar Etemad, Paris, 29 January 2010. 
13 Vladimir Putin, Interview with IRNA Information Agency and Iranian State Tele-
vision and Radio, 16 October 2007, 
http://en.kremlin.ru/events/president/transcripts/24603. 
14 Ibid. 
15 See the Iranian press of 1 March 2009. 
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From a practical perspective, no country can alone develop a nu-

clear programme, without any external help. Otherwise, one has 

to accept to lose a large amount of money and to reinvent what 

has already been invented elsewhere. Consequently, if Iran 

wants to go forward on the nuclear level, Tehran needs external 

world cooperation. And the external world needs Iran to estab-

lish long-term peace and stability in the Middle East
16

. 

In other words, Iranian authorities pursued a nuclear policy that 

constituted a hurdle to the general development of the programme, 

especially its efficiency and its cost. This nuclear set of objectives 

defined by the Islamic regime reduced the negotiating capacity of 

the Islamic Republic vis-à-vis Moscow. Furthermore, after the 

second contested election of Mahmoud Ahmadinejad, Iranian au-

thorities tried to hide internal discontent with Russia’s non-

cooperative behaviour regarding its nuclear project in Iran. The 

official launch of the reactor on 21 August 2010 did not favour the 

implementation of new nuclear agreements between the two part-

ners.  

In 2010 the two governments decided to establish a joint com-

pany to manage the power plant: on the Russian side, At-

omstroyexport and, on the Iranian side, the Nuclear Power 

Production and Development Organization of Iran. Beyond this 

official working relationship, different views coexist in Iran and 

Russia regarding the future of bilateral nuclear cooperation. The 

management of the power plant will be assured by the two coun-

tries for two or three years, after which, the Director General of 

Rosatom, Sergey Kirienko, stated that Iran has the qualified work-

force to manage the power plant; they have been trained in Russia. 

Iran expressed its hope that new nuclear projects will be imple-

mented in Iran with Russian assistance. However, Sergey Kirienko 

stated that further cooperation was not in the specifications of its 

company:  

Until now, we have not discussed new projects in the civil nu-

clear sector with Iran. We must first completely finish the con-

                                                      
16 Interview with François Nicoullaud at IRNA Information Agency and Iranian 
State Television and Radio, 2 August 2010.   
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struction of the Bushehr plant. By the end of the year (2010), we 

must complete the physical launch of the power plant to be able 

to start producing energy
17

.  

This cautious statement strongly differs from Iranian diplomatic 

rhetoric outlining bilateral friendship symbolized by the Bushehr 

official launch. This launch was the first success of the Iranian nu-

clear programme even if Bushehr will provide only 2 per cent of 

the total electricity production of the country. It is also difficult to 

view this realization as a ‘success’, given the time it took to com-

plete this project: more than thirty-six years. The day after the fuel 

was loaded in the reactor the Iranian press unanimously praised 

the start of “the first nuclear power plant of the Middle East”
18

. 

This national expression of pride at this moment significantly dif-

fered from the harsh debate following each Russian delay in the 

completion of the nuclear power plant as well as criticism from the 

Iranian press vis-à-vis erratic Russian willingness to respect all of 

its commitments at Bushehr. In 2010 the Head of the AEOI 

(Atomic Energy Organization of Iran), Ali Akbar Salehi, 

acknowledged that Bushehr held the world record for the longest 

construction of a nuclear reactor ever seen in the history of this in-

dustry
19

. Moreover, according to Mehdi Sanaei, the launch of Bu-

shehr was part of a Russian strategy “to save face”:  

There are many among the Russian people and their élite who 

frown at the possibility of Moscow joining the West’s club. Bu-

shehr will help Russia to improve its image and keep the door 

open for future talks with Iran
20

. 

For several reasons, this favourable perspective of the Iranian po-

sition is interesting. First of all, the view stated above by an Irani-

an representative presupposes that Russia’s image in Iran will only 

                                                      
17 “Nucléaire civil: pas de nouveaux projets Russie-Iran pour le moment (Rosa-
tom)”, Sputnik France (ex RIA Novosti), 21 August 2010, 
http://fr.sputniknews.com/international/20100821/187274046.html. 
18 See Iranian press of 22 August 2010.  
19 Ibid. 
20 M. Sanaei, “Finalizing the Bushehr Project Will Save Face for Moscow”, Iranian 
Diplomacy, 25 August 2010, www.iraniandiplomacy.ir.  

http://www.iraniandiplomacy.ir/
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improve if it keeps to the commitments made to Tehran. This is 

true, even though in previous years Russian reluctance did not 

help build a positive image of Russia in Iran. More importantly, 

the Russian vote in favour of sanctions by the Security Council 

two months prior to the launch of the power plant made Russia’s 

position seem unpredictable on the international scene. Finally, the 

idea that investing in Iran is proof of independence from the Unit-

ed States is only partially pertinent. Russia had previously negoti-

ated the completion of this project with Washington. 

Moreover, Akbar Etemad, the father of Iran’s nuclear pro-

gramme, considers that Russia does not comply with international 

law, as defined by the NPT, in its dealings in nuclear cooperation 

with Iran. From his point of view, in a sense Russia is applying 

American requirements: 

In contradiction with the NPT, Russia has imposed on Iran the 

obligation to return fuel to Russia. Furthermore, Iran must pay 

the bill for the return of used fuel to Bushehr from Russia
21

.  

Whether Iran has the right to keep its used fuel or not is a question 

of interpretation of the NPT. The political élite of the Islamic Re-

public does share the view of the founding father of the Iranian 

nuclear programme who pointed out that Russian behaviour re-

garding the used fuel from Bushehr is a violation of international 

law. If the Iranian authorities are not keen to publically react fol-

lowing every Russian breach of the contract, it is due to the Islam-

ist regime’s willingness to demonstrate to the Iranian public that 

they can deliver diplomatic successes: Russia is one of them. 

On the legal side, Russian-Iranian nuclear cooperation does not 

appear to be in breach of article 4 of the NPT: 

Nothing in this Treaty shall be interpreted as affecting the inal-

ienable right of all the Parties to the Treaty to develop research, 

production and use of nuclear energy for peaceful purposes 

without discrimination and in conformity with articles I and II of 

this Treaty. All the Parties to the Treaty undertake to facilitate, 

and have the right to participate in, the fullest possible exchange 

                                                      
21 Personal interview with Akbar Etemad, (2010). 
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of equipment, materials and scientific and technological infor-

mation for the peaceful uses of nuclear energy. Parties to the 

Treaty in a position to do so shall also cooperate in contributing 

alone or together with other states or international organizations 

to the further development of the applications of nuclear energy 

for peaceful purposes […]
22

. 

At first sight, the Iranian diplomatic position is in accordance with 

the Treaty. However, the debate is less on the legal dimension of 

the Iranian nuclear file and more on the peaceful and/or military 

nuclear intentions of the Islamic Republic. Despite these doubts, 

Russia never completely stopped its nuclear cooperation with Iran. 

Both countries insist on the legal bases of their bilateral coopera-

tion following article 4 of the NPT. This cooperation could not be 

legally challenged unless Iran withdraws from the NPT or if defin-

itive proof is provided attesting that Iran is producing nuclear 

weapons. 

In September 2010 the report by the Director General of the In-

ternational Atomic Energy Agency (IAEA) stated that on 9 August 

2010 Iran informed the IAEA of the launch of the Bushehr reactor. 

Following the physical launch on 21 August 2010, the IAEA 

checked the process of fuel loading in the reactor
23

. Despite Israeli 

and American pressures, incentives and offers of cooperation, 

Moscow never abandoned its nuclear projects in Iran despite many 

delays. Some financial reasons can explain this Russian resilience 

but also a different analysis of the Iranian nuclear risk. The view 

from Moscow insists on the opacity of Iranian nuclear ambitions 

even if, since 2010, Moscow openly doubted the peaceful nature 

of Iran’s nuclear programme. Before this date, Moscow tried to be 

a mediator between Iran and the West arguing that the final deci-

                                                      
22 “Traité sur la non-prolifération des armes nucléaires. Ouvert à la signature à 
Londres, Moscou et Washington le 1er juillet 1968”, 1970 UNTS 176, 
https://treaties.un.org/doc/Publication/UNTS/Volume%20729/volume-729-I-
10485-French.pdf. 
23 See Report by the Director General, “Implementation of the NPT Safeguards 
Agreement and relevant provisions of Security Council resolutions in the Islamic 
Republic of Iran”, GOV/2010/46, 6 September 2010, p. 7, http://isis-
online.org/uploads/isis-reports/documents/Iran_report.pdf.   

http://isis-online.org/uploads/isis-reports/documents/Iran_report.pdf
http://isis-online.org/uploads/isis-reports/documents/Iran_report.pdf
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sion to build an atomic bomb had not been taken by Tehran
24

. 

From this point of view, it was then possible to pursue nuclear co-

operation with Iran.   

Even if it does not seem to be in Russia’s interests to favour the 

emergence of a nuclear military power on its southern flank, stra-

tegic interests have not always been the principal factor determin-

ing foreign policy decisions. Indeed, in the 1990s the defence of 

short-term financial and commercial interests was one of the main 

features of Russian foreign policy. This Russian approach, on the 

one hand complicates cooperation with Western powers regarding 

the risk of nuclear cooperation
25

 and, on the other hand, confuses 

Russian diplomacy towards states such as Iran or North Korea. 

This confusion pushed some analysts to consider Russian-Iranian 

nuclear cooperation as a threat for regional and international secu-

rity
26

. 

Since February 2006 and the transfer of the Iranian nuclear is-

sue to the United Nation Security Council (UNSC), Moscow’s 

Iranian policy has been ambivalent and contradictory. Before eve-

ry adoption of a new set of sanctions against Iran, Russian authori-

ties multiplied contradictory statements regarding the necessity or 

not to adopt international sanctions. For instance, in April 2010 

the Russian Vice-Minister of Foreign Affairs, Sergey Ryabkov, 

stated that Moscow considers positively the settling of Iranian nu-

clear question through dialogue. He also explained: 

We still have not lost faith that a solution to the Iran nuclear 

problem can be found through conducting a dialogue with Iran 

and working in several directions, including within the scope of 

the proposals by the group of six which have been suggested to 

Iran and which have been modified repeatedly […]. As a rule 

sanctions are not working but they sometimes become inevita-

                                                      
24 See V. Sazhin, “Iran’s Nuclear Programme. A Russian Perspective”, in Iran. The 
Moment of Truth, , CEPS & IISS, ESF Working Papers, no. 20, June 2005, pp. 10-17. 
25 T. Gomart, “Politique étrangère russe: l’étrange inconstance”, Politique étrangère, 
IFRI, no. 1, 2006.  
26 For instance: R.J. Einhorn, G. Samore, “Ending Russian Assistance to Iran’s Nu-
clear Bomb”, Survival, vol. 44, no. 2, Summer 2002.  
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ble. The question is to correctly determine the moment when this 

inevitability begins
27

. 

Despite this Russian evolution towards endorsing international 

sanctions as an inevitable, if ineffective, means to settle the Irani-

an nuclear question, Russia’s interpretation of UNSC sanctions is 

less extensive than the majority of Western countries. Further-

more, Russia worked on reducing the scope of international sanc-

tions to protect its commercial interests in Iran – more specifically 

in the defence and nuclear sectors. Finally, in one aspect, the Rus-

sian position never changed regarding Iran: its opposition to uni-

lateral sanctions, be they American or European. The Russian 

diplomatic position is an asset for Iranian authorities in order to 

demonstrate divisions in the international community. In June 

2010 Iranian authorities warned that new European and American 

unilateral sanctions would harm the consensus between interna-

tional powers on Iran. Indeed, Iranian experts affirmed that Rus-

sia’s agreement to international sanctions at the UNSC was 

conditioned by the abandonment of unilateral sanctions projects – 

which were eventually adopted by the US, EU, Australia, and 

Canada
28

.  

Lastly, in June 2010 Russia voted in favour of UNSC Resolu-

tion 1929. This vote was officially advertised as a demonstration 

of Russian responsibility for and commitment to the international 

non-proliferation regime. At the same time, Russian authorities 

preserved their nuclear projects in Iran – more specifically the Bu-

shehr reactor construction – which are excluded from Resolution 

1929. However, according to the Iranian press, in June 2010 Ger-

man authorities intercepted certain materials dispatched to the Bu-

shehr nuclear plant by Russia. Following this interception, 

Moscow complained to Germany at the UNSC
29

. On the other 

                                                      
27 Interview with Sergey Ryabkov at Interfax, 5 April 2010.  
28 S.H. Mousavi, “US, EU Unilateral Sanctions: Dimension and Consequences”, Iran 
Review, 3 July 2010, 
http://www.iranreview.org/content/Documents/US_EU_Unilateral_Sanctions_Di
mensions_Consequences.htm. 
29 See “Russia’s reaction to the seizure of Bushehr supplies; Kremlin pleads justice 
for Iran”, Sharq, 30 June 2010. Access via BBC Monitoring Iran.  
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side, Iran threatened all foreign powers that inquiries regarding 

exports towards Iran will lead to counter-measures – in particular 

for ship inspections
30

.  

Despite the Russian vote at the UNSC in June 2010, Moscow 

later condemned European and American unilateral sanctions 

against Iran, accusing them of undermining the UNSC’s authori-

ty
31

. As a result of the difficulties between Russia and Iran in nu-

clear cooperation, their disagreement became public and the 

subject of an intense debate, in particular in the Iranian media. But 

this public discord does not mean that cooperation in this highly 

strategic sector was totally stopped despite the rise of Iran-

Western tensions. In other words, this continuity in bilateral coop-

eration could be best explained by the fact that Russia is the sole 

nuclear power recognized by the NPT ready to cooperate with 

Tehran in this sector.  

Outside pressures against the construction of the Bushehr reac-

tor generally came from the US and Israel. These two powers pub-

lically acknowledged their willingness to block Russian-Iranian 

cooperation in the nuclear and military sectors. Israel used a more 

aggressive rhetoric, in particular regarding the Bushehr project: 

Israeli public diplomacy could mean a threat of use of force 

against the Bushehr nuclear installations. In response, Iranian au-

thorities stated that the option of a military attack against the 

Dimona nuclear plant was a possibility. In September 2010 Raf-

sanjani declared: “I hope that we will not be compelled to attack 

the Israeli nuclear power plant [of Dimona]”
32

. This declaration 

followed the statement by the Chief of Staff of the Iranian Armed 

Forces, Seyed Hassan Firuzabadi, who said that “the US knows 

that it is not in the interest of the US and Israel to attack Iran as 

they are aware of the repercussions of such a move”
33

. 

                                                      
30 “Iran vows to hit back ship inspection”, Press TV, 4 July 2010.  
31 “G8 ‘accepts’ Russia’s position on new sanctions against Iran - presidential aide”, 
ITAR-TASS, 27 June 2010. 
32 Sharq, 4 September 2010.  
33 Declarations quoted in Qods, 4 September 2010. Acces via BBC Monitoring Iran. 
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The Bushehr launch was presented in the Iranian media not on-

ly as the demonstration of the failure of Western policy to sanction 

Iran but also as a blow against Israeli and American policies of us-

ing military threats to undermine Iranian nuclear ambitions. From 

the Russian point of view, strong links with Iran constitute a bar-

gaining chip in its relationship with Tel Aviv and Washington. 

However, the United States tried to raise the cost for Moscow’s 

cooperation with Iran through unilateral sanctions imposed on 

Russian companies working in the military and nuclear sector in 

Iran. More generally, the history of the construction of the Bu-

shehr reactor is symptomatic of the evolution of the international 

strategy of Iranian diplomacy after the Islamic revolution. Finally, 

the Russian involvement in Bushehr and American concerns re-

garding this project sheds light on the global strategy of Khomei-

nist foreign policy from the viewpoint of one specific issue. 

However, as demonstrated by the history of the Bushehr reactor, it 

seems that Iran went from being dependent on Western technolo-

gies during the Pahlavi era to being dependent on Russian and 

Chinese technologies after the revolution. 

In April 2015 the deputy head of the Russian nuclear energy 

company Rosatom, Nikolay Spasskiy, and the deputy head of 

Iran’s Atomic Energy Organization, Behruz Kamalvandi, dis-

cussed the issue of the power plant’s expansion and eventual 

handover of the plants to Iran when limits on the country’s urani-

um enrichment expire
34

. Then, in August 2015, Ali Akbar Salehi, 

President of the Iranian Atomic Energy Organization, met with his 

Chinese counterpart. The two parties decided to start civil nuclear 

cooperation for the construction of a nuclear power plant in Iran 

and for the peaceful use of nuclear energy
35

. The Chinese ad-

vantage over Russia consists in its ability to finance the nuclear 

project with more flexibility and to consider the Iranian market not 

only as a lucrative one (like the Russian), but also as a geopolitical 

                                                      
34 See “Rosatom Considers Tripling Iran’s Nuclear Power Production”, Russian 
Embassy in Tehran, Embassy News, 24 April 2015, 
http://iran.mid.ru/en/web/iran_en.  
35 Etemad, 27 August 2015. 

http://iran.mid.ru/en/web/iran_en


The Iran-Russia Entente 111 
 

sphere of influence. Nevertheless, the Iranian nuclear experts seem 

to have a preference for Russian technology and, given the reputa-

tion of Chinese investors in Iran, it remains to be seen if these new 

projects could challenge Iranian-Russian cooperation.  

Russia also considers that Iran should become a member of the 

BRICs. Konstantin Kosachev, Chairman of the Duma Committee 

on International Affairs, suggests that Iran should be part of Rus-

sia’s Eurasian projects and that another letter “I” should be added 

to the BRICs acronym. The emergence of the Iranian economy on 

the international scene is primarily in the interest of the Russian 

military complex. Before the JCPOA conclusion in Vienna, Russia 

called for an end to the international embargo regarding Iranian 

military imports and exports. Even if Iran has yet to withdraw the 

S-300 lawsuit on the 2007 contract signed between the two par-

ties
36

, General Hossein Dehqan, the Iranian Minister of Defense, 

announced on 24 August 2015 that the S-300 will be delivered to 

Iran before the end of 2015. On the Russian side, the Kremlin an-

nounced in April that the Russian President decided to end a self-

imposed ban since 2010 on selling the S-300 antimissile rocket 

system to Iran.   

Russia expects short-term economic benefits following the 

JCPOA. During the MAKS, the international aviation and space 

salon in August 2015 in Moscow, Bijan Bonakdar, an Iranian 

aviation expert, explained that Iran and Russia were negotiating 

for the joint production of the Sukhoï fighter jet 100, a twin-

engine, two-seat super-maneuverable fighter aircraft
37

. Iran and 

Russia will also discuss the joint design of helicopters during an 

Iranian delegation’s visit to Russia, according to Iran’s Deputy 

Defense Minister Manouchehr Manteghi
38

. Iranian aviation com-

panies such as Kish Air, Zagros and Caspian are interested in buy-

ing Russia’s Superjet Passenger plane because of its size – 100 

                                                      
36 TASS news agency, Moscow, in Russian 1208 gmt 31 August 2015. Access via 
BBC Monitoring.  
37 Quoted by Sharq, 3 September 2015.  
38 A. Karimova, “Iran, Russia to discuss joint design of helicopters”, Azernews, 3 
September 2015, http://www.azernews.az/region/87517.html.  

http://www.azernews.az/region/87517.html
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seats. Russian aircraft manufacturers will try to preserve their 

market share following the expected return of Airbus and Boeing 

to the Iranian market despite their negative image among the Ira-

nian population. Eventually, one of the main consequences of the 

JCPOA from the Russian point of view is the prospect of the rise 

of Iranian crude oil exports. Indeed, the return of Iranian oil mar-

ket at a time of decreasing oil prices could further weaken the 

Russian economy in 2016. 

Regional cooperation 

According to the Israeli press, Iran and Russia have made a firmer 

military alliance in Syria against Da'esh (ISIS) and other Muslim 

extremist groups
39

. With regard to Syria’s civil war, Iran and Rus-

sia both have reasons for providing financial and military help to 

the Syrian government against armed opposition movements sup-

ported by Gulf monarchies and Western powers. To have ensured 

the survival of Bashar al-Assad’s regime more than four years af-

ter the outbreak of the crisis is itself a diplomatic success for Teh-

ran and Moscow. 

Yet this has come at a price. Supporting Syria has worsened re-

lations between Moscow, Tehran and the Gulf backers of the op-

position groups – Saudi Arabia and Kuwait support Syrian Salafi 

movements and Qatar the Syrian Muslim Brotherhood. It has also 

damaged Russia and Iran’s standing in terms of Arab public opin-

ion, which sees a regime that is opposed by the majority of Syri-

ans. Having said that, the effects of Russia and Iran’s actions have 

been mitigated to a degree by the fact that the West did little to in-

tervene in Syria for several years. 

This convergence of views between Iran and Russia in the 

Middle East must be understood in the context of the struggle be-

                                                      
39 J. Cole, “Enter the Bear: Is Russia Planning Airstrikes on Islamic State in Syria?”, 
Truthdig, 1 September 2015, 
http://www.truthdig.com/report/item/enter_the_bear_russia_planning_air_strikes
_islamic_state_syria_20150901.  

http://www.truthdig.com/report/item/enter_the_bear_russia_planning_air_strikes_islamic_state_syria_20150901
http://www.truthdig.com/report/item/enter_the_bear_russia_planning_air_strikes_islamic_state_syria_20150901
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tween the Western agenda on human rights and democracy and 

Russia’s diplomatic self-assertion as a conservative power since 

Vladimir Putin resumed the presidency in 2012. For instance, the 

Russian Orthodox Church, an ideological pillar of the country’s 

nationalist revival, has developed a dialogue with Iran’s Shia cler-

gy. This is within the framework of a wider dialogue between Or-

thodoxy and Islam that has existed since 1997
40

. 

In the former Soviet space, Russia tried to build a partnership 

with Iran – albeit an unequal one. As in the case of Armenia, Iran 

is only able to strengthen its bilateral relations in the framework 

established by Moscow. Indeed, “unlike the limits on Armenian-

Iranian ties imposed by Western sanctions, the coming challenge 

may be Russia, which is likely to see a new threat [from Iran] 

from any decrease in Armenian dependence on Russian energy 

and trade”
41

. In the Caspian Sea, the Iranian destroyer Damavand 

“participated in the drill, while a team of Russian warships en-

gaged in joint exercises. Also, Russian warships Volgodonsk and 

Makhachkala had docked at Iran’s Anzali port on 9 August 

2015”
42

. Eventually, Iran and Russia will launch a direct shipping 

line across the Caspian Sea. Since 2005, Iran is an observer mem-

ber to the Shanghai Cooperation Organization (SCO). After the 

adoption of the JCPOA, Dmitry Mezentsev, Secretary General of 

the SCO, evoked the possibility of Tehran’s full membership in 

the organization. Indeed the main hurdle to the full integration of 

Iran into the regional organization was the UN security resolution 

regarding its nuclear programme. 

                                                      
40 C. Therme, “Russia’s borders: Iran’s cautious friendship with Moscow”, The Con-
versation, 18 November 2014, https://theconversation.com/russias-borders-irans-
cautious-friendship-with-moscow-34381.  
41 R. Giragosian, “Armenia as a bridge to Iran? Russia won’t like it”, Al Jazeera, 30 
August 2015, http://www.aljazeera.com/indepth/opinion/2015/08/armenia-
bridge-iran-russia-won-150830063735998.html. 
42 J. Anthony, “Russia and Iran stage naval war games to showcase combined 
strength”, International Business Times, 12 August 2015, 
http://www.ibtimes.co.uk/russia-iran-stage-naval-war-games-showcase-combined-
strength-1515122.  
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http://www.aljazeera.com/indepth/opinion/2015/08/armenia-bridge-iran-russia-won-150830063735998.html
http://www.ibtimes.co.uk/russia-iran-stage-naval-war-games-showcase-combined-strength-1515122
http://www.ibtimes.co.uk/russia-iran-stage-naval-war-games-showcase-combined-strength-1515122


114 Iran After the Deal 
 

The ideological flirt 

Tehran and Moscow reject what they perceive as the cultural 

Westernization of human values. This position finds its roots in a 

discourse on the assertion of traditional values to challenge 

“Western” human rights, which have been perceived by Moscow 

and Tehran as a tool used by Western states to defend their geopo-

litical interests. In the religious sphere, Patriarch Kirill strives to 

develop links with Muslim worlds beyond the Shiite world based 

on the rejection of the secularism of Western societies. This reli-

gious opening of Russia towards the Muslim worlds means the 

Iranian Supreme Leader Ali Khamenei will invite the Patriarch to 

Iran next year. Patriarch Kirill has accepted the invitation to pay a 

visit to Iran transmitted by the Iranian ambassador in Moscow, 

Mehdi Sanaei: “I take this invitation seriously. I cannot say when 

that will happen, but I would actually love to visit Iran and meet 

with the spiritual leader of your country”
43

. Also, in the cultural 

field, the two countries are trying to strengthen their bilateral rela-

tions. During the 27
th
 Tehran International Book Fair of 2014, 

more than 30 leading Russian publishing houses provided over 

600 books. This was Russia’s first participation in the Tehran In-

ternational Book Fair
44

. Following this first encounter, in 2015 

Iran participated in the 28
th
 Moscow International Book Fair as a 

‘special guest’ and 16 Iranian publishers presented their works
45

. 

Despite these bilateral efforts, there is a lack of interest among the 

majority of public opinion of the two countries regarding the offi-

cial cultural cooperation channel. This can be seen in Iran in the 

weakness of Russian studies and the difficulties there are for Ira-

nian students to learn the Russian language at Iranian universities. 

                                                      
43 Statement quoted in “Sa Sainteté le Patriarche Cyrille a rencontré l’ambassadeur 
d’Iran en Russie”, Eglise orthodoxe russe. Département des relations extérieures, 24 
September 2014, https://mospat.ru/fr/2014/09/24/news108589/.  
44 “Books from Russia at the 27th Tehran International Book Fair”, Russian Em-
bassy in Tehran, Embassy News, 14 October 2014, 
http://iran.mid.ru/en/web/iran_en.   
45 “Minister: Iran, Russia to develop cultural ties”, IRNA, 2 September 2015, 
http://www.irna.ir/en/News/81745598/.  
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Conclusion 

After the JCPOA, Iran is in a better position to challenge Russian 

policies especially in the economic sphere. Indeed, prior to the 

conclusion of the agreement, Iran relied on Russian willingness 

not only for economic cooperation but also for ‘protection’ at the 

Security Council. Now, in the long-term perspective, Iran is able 

to offer an alternative to Russian gas supplies to Europe and to 

play the European card while negotiating with Moscow. This Ira-

nian ambition to appear as an independent power can be a game 

changer in the asymmetrical Russian-Iranian partnership especial-

ly in the economic sphere. On the contrary, regional cooperation 

and the anti-salafi strategy of both countries are now one of the 

main factors underlying the rapprochement between Tehran and 

Moscow on the international scene. 

For President Rouhani, elected in June 2013 with the promise 

of lifting economic sanctions, the priority remains to improve rela-

tions with the West especially European states. In other words, de-

spite the ongoing rapprochement between Tehran and Moscow, 

the future of their partnership still depend on a hypothetical thaw 

in relations between Iran and the West. However, this does not 

mean that a thaw between Iran and the US would result in a rup-

ture between Tehran and Moscow. Indeed, the agreement between 

the two countries after the fall of the Soviet Union (1991) remains 

valid. Iran contributes to the stabilization of the former Soviet 

space, in particular in the Caucasus and Central Asia, including 

Afghanistan and, since the beginning of the Arab Spring, the Mid-

dle East, in exchange for Russian cooperation in sensitive strategic 

sectors such as civilian nuclear or military and space cooperation. 

The main hurdle to the establishment of a real strategic partnership 

between Tehran and Moscow remains external factors. The fluctu-

ating nature of the Russian-Iranian relationship is still based on its 

being conditioned, firstly, by the evolving relations between Rus-

sia and the US and, secondly, between Iran and the US. 

 



 



 

Policy Recommendations for the EU 

Relations between the European Union and Iran have been marked 

by ups and downs, mostly depending on Iranian domestic dynam-

ics: in times of political opening and pragmatism in Tehran, rela-

tions have grown closer, while becoming tenser in times of 

political closure and assertiveness. However, it is fair to say that in 

the past the EU distinguished itself by choosing to engage Iran, 

rather than containing or isolating it. It was EU High Representa-

tive Javier Solana who first took the lead on nuclear negotiations 

with Iran on behalf of the international community. However, 

since 2005 relations between the two actors have been monopo-

lized by the nuclear controversy, thus leaving virtually no room 

for a more comprehensive dialogue. The EU chose to follow the 

United States in adopting a policy of containment vis-à-vis Iran, 

rather than a policy of engagement. Common interests and shared 

concerns were put aside, while the nuclear issue took center stage.  

It is now time for the EU to seize the historic opportunity pro-

vided by this moment of détente. First of all, a new approach to-

wards Iran needs to be formulated. The EU should elevate Iran to 

a partner for dialogue in a number of fields, engage in cooperation 

projects aimed at improving understanding and gradually rebuild-

ing mutual trust and confidence.  

To this aim, the following policy recommendations can be pro-

vided: 

De-securitizing the nuclear issue 
by increasing civil nuclear cooperation 

Defusing tension on the Iranian nuclear programme will be crucial 

to build on the historical result achieved in Vienna. One instru-

ment would be increasing civil nuclear cooperation. The JCPOA 

declares that the EU3, and possibly other states, are prepared to 
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cooperate with Iran to establish a Nuclear Safety Center, engage in 

workshops and training events as well as share lessons and best 

practices. The EU could play an active role in actually engaging 

Iran in cooperation on nuclear safety and security, especially with 

a view to strengthen domestic emergency preparedness and acci-

dent management capability. The EU could offer Iran the expertise 

of its Chemical Biological Radiological and Nuclear Risk Centre 

of Excellence (EU CBRN CoE), created exactly for the purpose of 

scaling-up the ability of countries outside the European Union to 

mitigate CBRN risks. EU CBRN CoE can offer its assistance in 

the training of first responders to accidents and emergencies, in 

tackling the illicit trafficking of CBRN materials as well as in cre-

ating an Iranian CBRN team.  

Elevating Iran to a partner for dialogue on the Middle East  

From the crises in Syria and Iraq, and the related ISIS offensive, to 

the unraveling chaos in Yemen, the need for a negotiated way out 

of the impasse has never been higher. In light of the US’ reluctant 

stance over the last years, it could be high time for the EU to step 

in, establishing itself as a partner for dialogue and, to some extent, 

an impartial arbiter for the conflicts inflaming the region. EU me-

diation could pave the way to the negotiation of a new Middle 

East regional security framework. 

By capitalizing on its reputation as a ‘civilian power’, the EU 

should work with the US to facilitate regional dialogue, and, even-

tually, bring Iran and Saudi Arabia to the negotiating table with 

the aim of promoting a new regional security architecture. Not-

withstanding the prevalence of contentious issues in which inter-

ests differ, it is important to at least kick-start a frank dialogue on 

realistic options for de-escalation.  

In order to do so, however, the EU needs to find some sort of 

unity of purpose. Unfortunately, despite the joint effort in pursu-

ing nuclear negotiations, for what concerns the extent of engage-

ment and what comes after the JCPOA, Europe can find itself 

internally divided, the pendulum swinging back toward sovereign 

states’ domestic jurisdiction. It is no secret that Europe experienc-
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es serious difficulties in forming a common front in foreign and 

security affairs, ending up speaking with multiple voices. Engag-

ing Iran on a wider scale risks being a thorny issue because, if one 

looks at the bigger picture, it means calling into question ‘special 

relationships’ between certain European states and certain regional 

actors, as well as between Europe and the US. 

If a concerted solution to the Middle Eastern crisis is to be 

found, the EU needs to find some sort of unity of purpose and act 

as a responsible actor. 

Resuming the negotiations 
for a Trade and Cooperation agreement  

Iran-EU negotiations for a Trade and Cooperation agreement 

(TCA) began in 2001 but were soon undermined by the revelation 

of Iran’s covert nuclear activities in 2002 and were finally put on 

hold in August 2005. Before the nuclear-related rounds of sanc-

tions, the EU was Iran’s first trading partner. Between 1996 and 

2006 EU exports to Iran increased from €3.9bn to €11.3bn and 

imports from €5.8bn to €14.1bn. The main EU exports to Iran 

were machinery, transport equipment and chemicals, whereas oil 

represented 90 per cent of EU imports from Iran.  

However, repeated rounds of sanctions have literally demol-

ished economic ties. Between 2012 and 2013, following the EU 

oil embargo and the decision to deny Iranian banks access to the 

SWIFT system, total EU imports from Iran decreased by 86 per 

cent, and total EU exports by 26 per cent.  

The gradual lifting of nuclear-related sanctions will create a 

new potential for Iran-EU trade relations. In order to step up trade, 

investments, and, more broadly, increase economic cooperation, it 

is important to resume the negotiations for a TCA granting each 

other most-favoured-nation treatment. To shed light on issues that 

might hinder economic cooperation, a joint committee may repre-

sent a useful first step. 
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Promoting cooperation on clean energy 
and environment protection 

Although EU-Iran energy relations have historically been centered 

on oil, the time has come to expand energy cooperation by explor-

ing more sustainable and reliable energy resources. Iran is experi-

encing a worrying environmental crisis: urban areas are polluted 

by huge amounts of vehicle emissions and refinery operations, 

lakes and rivers are drying up. As a consequence, the incidence of 

respiratory illnesses is dramatically rising. Former Minister of Ag-

riculture Isa Kalantari recently urged the country to take decisive 

steps to tackle the water crisis, claiming that “if we continue in the 

current state, approximately 70 per cent of Iranians, meaning a 

populating equaling 50 million people, will be forced to migrate 

from the country to survive”. 

The EU can offer its expertise in the field by setting up cooper-

ation initiatives. The plurality of stakeholders in this field (EU In-

stitutions, member states, energy companies and experts) increases 

the potential for cooperation, especially when sanctions will be 

lifted. At the institutional level, however, a broader partnership 

may be established, on the example of the EU-China energy coop-

eration. Strategic and long-term clean energy research and devel-

opment, joint standard-setting, creation of ‘green growth areas’ are 

among the initiatives that could be implemented. To this end, an 

EU-Iran joint working group on clean energy and environment 

protection could be established, bringing together scientists as well 

as policy-makers.  

Sharing best-practices 
in the tourism, culture and heritage fields 

Iran is home to 19 UNESCO World Heritage sites. From the beau-

tiful Armenian monasteries of northern Iran to the Achaemenid 

capitals of Persepolis and Pasargadae, from the ancient Zoroastri-

an sites in Western Azerbaijan to the Islamic architectural jewels 

of Esfahan, everything testifies to its central role in world culture, 

history and civilization. The preservation and valorization of this 

immense cultural capital is therefore imperative, and in the interest 
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of the international community. By virtue of its expertise in the 

field, the EU can help Iran to boost its tourism industry, as well as 

establishing cooperation projects for the conservation of historical 

and artistic monuments. 

Personnel training, infrastructure improvement and publicity 

campaigns are the primary needs to be addressed for Iran to take 

full advantage of its potential. Equally important is a sustainable 

approach to tourism, in order to promote growth while maintain-

ing a balanced use of resources. The EU outlined a comprehensive 

tourism policy (COM/2010/0352), aimed at increasing its standing 

as a leading tourism destination as well as at maximizing the in-

dustry’s contribution to growth and employment. The best practic-

es of this policy can be shared with Iran, while programmes of 

training in the field can be launched.  

At the same time, Iran’s immense cultural heritage has to be 

protected. Programmes of cooperation, mainly in the archeological 

field, exist between Iran and European countries. The next step 

could be the advanced training of Iranian archeologists, by means 

of cooperation between European and Iranian universities includ-

ing missions on the ground. The same can be done with regard to 

museums. Personnel training as well as sharing of best practices in 

relation to the preservation and classification of artifacts would 

ultimately benefit the Iranian cultural sector.  

Engaging Iranian civil society actors  

Despite the securitization policies adopted by the government, Ira-

nian civil society is alive and, paradoxically, thriving. The need to 

adapt to an authoritarian setting has led people to ‘upgrade’ their 

scope of action, mostly becoming service providers and consult-

ants for local governments, as Paola Rivetti and Mohsen 

Moheimany claimed in a recent publication for the Middle East 

Institute. 

This, again quite paradoxically, opens a new space for engag-

ing these kinds of civil society actors in a dialogue on how to im-

prove their new ‘mission’. Community organizing, for example, 

could become the subject of a joint EU-Iran session of training, 
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workshops and debates. The EU as a whole does not have an insti-

tutional programme of community organizing; however, many of 

its member states do. A European community organizing network, 

aimed at promoting and expanding community organizing in Eu-

rope, also exists. By facilitating the meeting between these institu-

tions and Iranian organizations, the EU could help strengthen 

grass-roots organization in Iran. 

Cooperation and dialogue could also take place in other fields: 

international exchanges of artists, musicians, filmmakers and ath-

letes, but also the launch of joint academic programmes. EU-

funded scholarships and research grants, along with broader aca-

demic activities could be used to attract Iranian students and aca-

demics. It would also be useful to put in place programmes aimed 

at training young entrepreneurs, helping them to learn how to start 

up a new business in their country.  

Last but not least, the possibility of re-starting a critical dia-

logue on human rights between the EU and Iranian leadership 

should be explored. In a September 2013 meeting of the UN Gen-

eral Assembly, the Iranian Minister of Foreign Affairs Mohammad 

Javad Zarif proposed the renewal of a human rights dialogue be-

tween Iran and the EU. At that time, EEAS showed little enthusi-

asm for the proposal, choosing to focus on the nuclear issue. Now 

that a final agreement has been reached, it is time to resume Za-

rif’s proposal, at the same time making sure that Iranians do not 

perceive dialogue on human rights as a one-way imposition of Eu-

ropean norms. 
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