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Letter From The Editor

 In this issue we continue documenting recent  
events  of major geopolitical importance, motivated 
by  antagonisms between superpowers, that hinder 
the peaceful and economically beneficial flow of 
energy resources from producers to consumers who 
desperately need it for their own development. 

   Is it planned or it is  accidental that post-Cold War 
antagonisms are much harder, balances are more 
difficult to be kept and the various stakeholders have 
multiplied and are more intransigent? Is  Africa 
going to be the main, future supplier of hydrocarbon 
for China, or will it turn to more traditional 
producers  to cover  its  needs? Will the MENA and 
Caspian Sea countries  be able to fill the vacuum 
created in Europe’s energy security? 

 By covering the latest developments in South 
Sudan, Algeria, Libya and Saudi Arabia, we once 
again uncover the conflicts  in the MENA region and 
its relations  with major players: the US, Russia and 
China. Developments in Croatia and Serbia 
demonstrate the weaknesses of the European 
continent. 

 Our Open Forum contributors support us 
enormously in completing the picture. Above all, we 
continue to work towards  our aim of uncovering 
truths of  the ever complicated energy sector.

  We invite our readers  to send us their comments 
and analyses. We can provide you with past issues 
upon request.

Sincerely, 

George Hatziioannou
Editor

CONTENTS

1
FEUD IN SOUTH SUDAN TARGETS 
CHINESE OIL EXPORT                       2-3                                     
II
ALGERIA: WHEEL-CHAIRED 
DEMOCRACY IS 
NEVER STABLE                                   3-6                   
III
THE SERBIAN GOVERNMENT’S HUGE 
REFORMIST AMBITIONS                  6-7                                                                              
IV
CROATIA PINS HOPES ON ADRIATIC 
OFFSHORE RICHES                            7-8
V 
LIBYA LOSING REMNANTS OF 
CREDIBILITY                                      9-10
VI
SAUDI ARABIA: IT TAKES A PRINCE 
TO OUST A PRINCE                        10-12                                      

OPEN FORUM   

I
CRIMEAN 
HYDROCARBON RESOURCES: A 
KEY FACTOR FOR THE RUSSIAN 
ANNEXATION OF CRIMEA            13-14
II
THE U.S. OPTS FOR INEFFECTIVE 
SANCTIONS ON RUSSIA                14-16

VOLUME 2,  ISSUE 5 	
 MAY 2014

Energy Inter nat ional  Risk  Assessment
An Independent Monthly Review



AN INDEPENDENT MONTHLY REVIEW 2

Feud In South Sudan Targets 
Chinese Oil Export

There is  more than meets the eye in the reignited 
personal vendetta between two strong men on 
the South Sudanese political stage. 

If taken at face value, the recent hostilities have 
two powerful drivers. First and foremost, it is 
fueled by the disenchantment of the former Vice-
President Riek Machar with his  evaporated 
chances  of succeeding President Salva Kiir in 
2015 when his  mandate is supposed to expire. 
Second, it is all about the inter-ethnic enmity 
pitting the people of Dinka against the people of 
Nuer. Somewhat similar to the horrible mutual 
annihilation by the Tutsi and Hutu in Rwanda.

There is a fair deal of validity in the two factors: 
the presidential ambition of the rebelled 
commander and the customary African tribal 
animosity. Nevertheless, the true nature of the 
conflict seems to be found in the geopolitical 
dimension. 

At the times before the break-up Sudan was 
tormented by a low-intensity yet savage civil strife 
which lasted for 22 years and claimed the lives of 
two million inhabitants of these lands. The 
killings were accompanied by hunger, epidemics, 
and impoverishment. The war was  terminated in 
2005 by a peace accord largely brokered by the 
United States which threw its weight in favor of 
the separatists from the South who capitalized on 
this  patronage to declare independence. In July 
2011, a new state was born assuming the name of 
South Sudan.

Achieving sovereignty had a price, unexpected by 
its champions. South Sudan is in possession of 
most of the oil wealth which used to be family 
silver of both parts  of the now disunited country. 
Sudan proper, being more industrialized, has 
more qualified and trained personnel at its 
disposal, as  well as  a network of pipelines, three 
refineries, and a sea port oil terminal. In simpler 
terms, most oil is  located in South Sudan but it is 
land-locked while Sudan has the necessary 
infrastructure to deliver the valuable commodity 
to global markets.

As long as the two actors, Sudan and South 
Sudan, play in tune, the outbound oil flow brings 
back steady revenues for all the stakeholders. But 
something was either missing or wrong: after 
independence oil production in South Sudan 
plummeted.

At the moment South Sudan gained a sovereign 
status  in the world community, it used to produce 
around 350,000 bpd. Surprisingly, the new 
authorities  decided to slay the hen laying golden 
eggs. The new government in Juba, the new 
nations’ capital, ordered a halt to production by 
the three major foreign investors: India's  ONGC, 
Malaysia's  Petronas and China National 
Petroleum Corporation.

Let us look at the statistical evidence. In 2011, 
China purchased about 80% of all oil volumes 
generated in South Sudan. It took roughly 
260,000 bpd which amounted to 5% of China's 
crude oil imports. In 2012, the imported volumes 
dropped fivefold to a meager 50,000 bpd, and it 
made up only 1% of China’s ‘black gold’ 
imports. The decrease is  staggering. But it was 
not Beijing’s choice. 

The recent uprising, starting last December, is  in 
full swing. The rebel forces are targeting the 
capital city of the Upper Nile State, Malakal, as 
the stronghold in the main operating oil fields  in 
the area. On the surface, the guerillas  accepting 
Riek Machar as their leader nurture an 
understandable desire to place oil production 
under their control and, subsequently, make 
profit out of  their dominant position. 

Yet, it is clear that all by themselves  the Machar 
militants  can neither operate the oil fields nor 
supervise the complex process  of pumping it 
through the pipelines, negotiating a contract with 
a potential buyer and ensuring a reliable, safe 
and secure delivery. To ensure the full business 
cycle, it requires  comprehensive and bona fide 
cooperation both with Juba, where the arch-rival 
President Kiir remains entrenched, and with 
K h a r t o u m wh i ch h a s t h e o i l ex p o r t 
infrastructure.   

What is  no less queer is  that Machar’s  rebels 
abducted a couple of Chinese oil workers and 
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then ordered Chinese oil companies to leave for 
good.

The search for a possible explanation of these 
seemingly irrational moves by the Machar 
insurgents  must be conducted in relation to the 
correction China made to its  import strategy. 
There is likelihood that China, having realized 
that hostilities  between Sudan and the pro-
American South Sudan can be ignited at any 
moment, has  elaborated an asymmetrical 
response. It is  called LAPSSET, the Lamu Port 
and New Transport Corridor Development to 
Southern Sudan and Ethiopia.

The gigantic maritime complex in Lamu, located 
on the northern Kenyan shores of the Indian 
Ocean, will feature a mega-port, industrial zone 
and transportation facilities serving the purpose 
of turning it into a China-bound export 
terminal. This  mega-project costing some $25-
billion at the initial stage will be the rallying point 
of a variety of commodities, from oil and gas  to 
other minerals, purchased by China and to be 
transported across  the high seas to its  final 
destinations.

For South Sudan it would provide a viable 
alternative to pipelines and terminals in Sudan. 
For China it would be translated into a full proof 
guarantee of stable and secure supplies, primarily 
of the blood of economic growth, the 
hydrocarbons. 

One might accuse Beijing strategists of being 
hostage to the conspiracy theory, but, anyway, 
this is exactly how the Chinese leadership 
interprets the current attempts to reshape the 
world order by the United States, as indicated by 
the official information agency Xinhua. In a 
recent comment Xinhua postulated that “a new 
world order should be put in place, according to 
which all nations, big or small, poor or rich, can 
have their key interests  respected and protected 
on an equal footing.” Xinhua’s final verdict was 
revealing although not a revelation: since China 
is inherently a developing country, it is  the “rising 
power best sui ted to lead this g lobal 
transformation and de-Americanization.” 

Western experts  have opined that China is 
looking for an excuse to control the mineral 
resources of Africa. What Xinhua is  actually 
saying is as  follows: to prevent the U.S. to seek 
halting the decline of its dominance in world 
affairs in a global conflict, China would need 
huge quantities of hydrocarbons, rare metals, 
agricultural products, and they are all found in 
Africa.

South Sudan looked like a lucrative purveyor of 
oil for China. But in 2012, one year after the US-
sponsored break-up of Sudan, the Southerners 
heralded their interest to welcome American oil 
sector investors. This invitation, according to the 
US Ambassador Page, generated much interest. 
However, at the end of the day, the US oil majors 
for reason unknown did not come. Today, 
Machar’s  rebels  for unspecified reason started to 
irritate and bully the major foreign investor, 
China, threatening the young nations’ most 
serious trade partner. 

Could it be that the rebels unconsciously fulfill 
the hidden agenda of a third party? It could 
make sense. The feud in South Sudan, 
considered too risky for doing business by 
Western energy majors, effectively targets 
Chinese oil export. The “Grand game” in the 
global energy dimension is going on at 
accelerated speed.

Algeria: Wheel-Chaired 
Democracy Is Never Stable 

The April 17 presidential elections in Algeria 
were another well-oiled PR exercise with a 
predictable end-result albeit only a temporary 
solution to the country’s ills.  

Among the official six candidates  there was only 
one man doomed from the very start to be 
named the next president, Abdelaziz Bouteflika. 
Or rather, re-installed in this  capacity by the 
ruling oligarchy comprised mostly of the military 
establishment who run the country ever since the 
war of independence. Locked in clan feuds, the 
ruling elite could not come to a compromise on a 
brand new politician who would accommodate 
and appease all the conflicting interests. Failure 
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to do it left no other option but to prolong the 
present gerontocracy. 

Unsurprisingly, the 77-year old Bouteflika 
amassed 81.5% of the vote. It was lower than the 
90% he allegedly received in 2009 amid 
widespread accusations  of fraud. Yet, formally it 
was  a clean win pleasing at least part of the 
political class but entrenching the feeling of 
betrayal among the thinking public.

Charges Of  Neck-Deep Corruption 

Despite the trumped card by Bouteflika’s spin 
doctors that it is time for “change”, most of the 
promises remain promises. The civil rights are 
effectively curtailed which is most evident in the 
case of the freedom of associations, freedom of 
speech, freedom of trade unions. A TV channel 
Al Atlas  was closed down for criticizing the 
people in power. Chances of any new media to 
emerge are obscure. 

To be fair, some progress  was achieved during 
Bouteflika’s third term. Some $10bn was spent 
on raising salaries  of the civil servants, on public 
housing affordable to the low paid, and on 
beautifying the urban environment. However, 
against the more-or-less steady hydrocarbon 
revenues  at that time, it looked like window-
dressing not much affecting the actual standards 
and quality of life. The average monthly wage 
level in Algeria is still €180.

What is more worrisome is  the omnipresent 
heavy-handed handling of state affairs by the 
unelected generals  of the military and of the 
omnipotent intelligence service, known as  the 
DRS (Department du Renseigenment et de la 
Sécurité). In fact, after the 2009 election victory 
Bouteflika attempted to wrest away some of the 
powers accumulated by the military. It was an 
epic fail.  

The intelligence boss, general Mohamed 
Mediène, better known as  Toufik, launched a 
media campaign against the president. The 
double impact had the leaked information on 
shady dealings by the management of the state-
run energy giant Sonatrach. The corruption 
charges were laid on the front porch of ex-energy 

minister Chakib Khelil, one of the Bouteflika’s 
protégé, who several years  later had to flee to the 
United States to avoid arrest.

But the heavy straw that broke the camel’s back 
(in more sense than one) was the accusation 
pointing at Said, Bouteflika’s  brother who is 
believed to be the real ruler. The pro-Toufik 
media claimed Said was neck-deep involved in 
an oil deal corruption scheme. The article in the 
leading daily El Watan, which appeared on 24 
April 2013, was  headlined “Corruption case: 
Said Bouteflika, is he implicated?” 

Coincidentally, three days later Abdelaziz 
Bouteflika suffered a stroke, was evacuated to a 
French hospital where he spent 80 days. 
Reportedly, he has never fully recuperated, losing 
the ability to stand and to speak, confined to a 
wheel-chair. Since then, Bouteflika has  not 
appeared in public, only on posters. 

Alongside the Sonatrach scandal came a 
corruption inquiry triggered off by suspicious 
particulars of another deal which saw Chinese 
and Japanese businesses getting hold of a 
lucrative project to construct a new highway 
crossing the country from east to west. Could it 
be that the intelligence chief, general Toufik is 
behind this  covert attack against Bouteflika? 
Possible. After all, general Toufik likes to describe 
himself  as the “God of  Algeria”.

No wonder people in the street have a definite 
opinion about the integrity of all involved in the 
deal, and this feeling has been projected on the 
outcome of the presidential elections. Actually, 
only 11.57 million out of 22.88 million of voters 
chose to come to the polling booths  (48% out of 
the total). Besides, 1 million 100 thousand spoiled 
bulletins were registered. A remarkable display of 
defiance. 

Gamble To Lure Investors

Fourth term for a handicapped politician, 
ridiculed by critics  as  the sequence to the 
Hollywood blockbuster The Return of the Mummy, 
is  a big gamble. The apparent rationale is to 
maintain a semblance of stability with the 
fatherly figure of Bouteflika, as promoted by his 
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loyalists, formally at the head and with factional 
warfare within the ruling elite unsettled since no 
apparent winner has cropped up. 

The stakes are extremely high because the main 
reason of such a shaky arrangement, most 
evidently not to last too long, is  aimed 
predominantly at luring foreign investors to boost 
the production of hydrocarbons, the lynchpin of 
national wealth although largely plundered by 
the selected few. Will the gamble pay off ?

In late January, the government made an 
appealing offer to foreign energy majors to 
participate in the bidding round for more than 
30 oil and gas fields. All of them were put up for 
auction. The deadline for submitting bids is set 
for 6 August. Contracts are promised to be 
signed no later than September.

The government can be justifiably desperate to 
attract the badly needed investments to the gas 
sector. The last auction round held in 2011 
generated only two contracts which went 
forward. Last year, a comfortable tax regime for 
foreign business  was introduced. Is  it enough? Or 
is it too little and maybe too late? The oil sector 
is in dire straits. The OPEC report assessed the 
average oil production in January at 1.15 million 
bpd which is 4% down compared to 2012.

The dizzying smell of new oil and gas  fields  may 
not be enough to counterbalance the increasing 
security risks  for doing business in Algeria. The 
criminal balkanization of neighboring Libya with 
local warlords and field commanders defying 
central authority present the imminent danger of 
a spillover of violence. Last year the hostage 
drama when al-Qaida affiliated armed extremists 
took over the In Amenas natural gas facility is a 
direct and not a collateral consequence of chaos 
and havoc installed in Libya under the pretext of 
establishing democracy. 

The In Amenas attack which left dozens dead, 
including a top official of the Norwegian Statoil, 
might be a pale precedent compared to what 
might be in store. First, the recipe to cure or at 
least contain the Libyan turmoil within its 
borders  has not been prescribed yet since no one 
knows the combination and the dosage of 

ingredients. In the meantime, militant tribes  with 
an insatiable quest for freedom of pillage and 
plunder are basically in business  for themselves; 
their take-over of Libyan sea port oil terminals  is 
a sign they are aware of  the market value of  oil. 

Second, the unconvincing cleansing operation in 
Mali is a hint that the infiltration of rebel groups 
can come not only from Libya in the east, but 
also from the Sahel belt. Third, the reinvigorated 
and so far non-violent hostilities  in Tunisia, 
which pioneered the regime change wave in 
MENA known as  the Arab Spring, is  also 
indicative of the “unfinished business” by the 
dynamic social forces  it unleashed, including 
both the moderate and radical political Islam 
activists and their paramilitary formations. 

Nota bene: the latter, paramilitary clandestine 
cells could spring to new heights  in Algeria given 
the slow but steady spreading of die-hard 
jihadists  who are deserting the battlefront in 
Syria in search of new targets and motivated by a 
desire to take revenge for failure of bringing 
down the regime of  Bashar Assad.

Bouteflika is credited, rightly or wrongly, for 
winning the war on terror, known around here as 
the Pouvoir-Islamist civil war or the “Black 
Decade” (1990-2000) with 200.000 to  250.000 
people shot or tortured to death. Just prior to the 
elections, 14 Algerian soldiers  were ambushed 
and murdered at Iboudarene in the Berber 
mountains. The military command declared the 
notorious terrorist group “Al-Qaida in the 
Maghreb” being behind the killings with no 
clear evidence. 

Indeed, it was  a shocking reminder that the dark 
days could come back. Yet, as suggested by a 
Western analyst, it might have been a timely 
signal sent by the military to the society to 
rekindle the intrinsic fear instincts. The message: 
beware, the enemy is right behind the corner, or 
behind the mountains, so place your confidence 
once again on Bouteflika the savior who is 
glorified in the textbooks for crushing the 
destructive forces in the past.
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Angry Generation To Set Timing For 
Reset

In a symbolic gesture of benediction of  
Bouteflika’s fourth-term presidency, the United 
States dispatched its Secretary of State John 
Kerry to Algeria. His  brief visit on April 2 most 
likely pursued a two-fold goal: dissuade 
pretenders to the throne of staging an Arab 
Spring style revolt after the inevitable defeat, and 
give the seal of approval for the secret pact of 
warring political clans to preserve the status quo 
for fear of rocking the boat with their on-going 
feuds to the point of  sinking it. 

The American blessing of Bouteflika’s dubious 
democratic credentials  comes as  no surprise 
against the somewhat belated assessment of the 
messy outcome of the Qatar and US sponsored 
“regime change” in the MENA region. The 
accumulating frustration among the people of 
Tunisia, the incessant factional and regional 
clashes in Libya turned into a true failed state, 
the backlash in Egypt against the Muslim 
Brothers who were fast becoming another darling 
for the West, and finally, the spillover all over the 
region of the jihadists  losing faith in crushing 
Bashar Assad in Syria, all of these Arab Spring 
offshoots  overloaded the US strategy of 
reformatting the wider Middle East.

Against such a feel-nasty regional background, it 
occurred that despite the controversial nature of 
Bouteflika’s 15 year rule, the man who now lost 
even the power of speech has been an unmoved 
and loyal ally of the West since 2001. Bouteflika 
seems to be the reincarnation of the pro-
American Nicaragua dictator Anastasia Somoza, 
the pro-American Shah of Iran, and until lately 
another pro-West ruler, the strong man of Egypt 
Hosni Mubarak.

No doubt having the US by the side of the ailing 
Bouteflika and his  entourage is a powerful 
backing. Yet, it is  not absolute to the extent 
embodied in the ancient dictum: “Ultimo ratio 
dei”, the ultimate argument of God. With 56% 
of the population of Algeria younger than 30 
years, it is this angry generation, becoming even 
more frustrated and impatient, which will 
ultimately decide the timing and the format of 

the long overdue reset of the political machinery 
and political class.

The Serbian Government’s Huge 
Reformist Ambitions

An ambitious program of radical reforms 
including the envisaged EU entry was presented 
by Aleksandar Vučić, the new prime minister of 
Serbia. 

On March 16, he and his  center-right Serbian 
Prog re s s i ve Par ty (SNS ) ob ta ined an 
overwhelming victory at early elections with 49% 
of votes and 157 parliamentary mandates out of 
250. Mr. Vučić formed a coalition government 
with the Socialist Party of Serbia (SPS, 14% of 
votes and 45 mandates) and smaller political 
movements. At the end of April his government 
received the parliamentary support with 198 
votes out of  228 voters. 

In a three hours  speech the prime minister 
promised wide reforms, ‘reorganization’ of 
public finance and administration, privatization 
(including Telekom Srbija and electricity 
company, Eps) and resolute actions against 
corruption and crime. 

“Some years later you will see a different, 
modern Serbia, you will be happy to have done 
that work together,” he told MPs. Basically, this 
program entails  cuts  in the public sector, a push 
to private sector economy, changes  in the labor 
legislation and the social security system. The 
head of government, with some Churchill-like 
notes, warned his  compatriots  to be ready for 
“work, order and discipline”. The first package of 
reforms could be presented as early as 15 July. 

Serbia is burdened with public debt and deficit, a 
20% unemployment rate, an average salary of 
€350, and an inflexible, uncompetitive industry.   

With this  background Mr. Vučić approached the 
two most delicate foreign policy issues: Kosovo 
and EU membership. He said that Serbia “will 
never recognize Kosovo, but we have to live 
peacefully with Albanians” adding that he will 
personally handle these negotiations  searching 
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for solutions to solve problems, and will also 
apply for help to the EU. 

It looks symbolic that Mr. Vu č i ć ’s first 
international visit will be to Sarajevo, the capital 
of Bosnia and Herzegovina which was the stage 
of a bloody civil war, involving Serbs, back in the 
1990s.  

The prime minister also fixed, for the first time, a 
possible date for Serbia’s EU entry: the grace 
year of 2020. He acknowledged that the 
organization “is  not an ideal one but it’s the best 
existing union of states” and Serbia wants  to be 
part of  it. 

The day after the confidence vote, Head of EU 
foreign policy Baroness  Ashton, paid a visit to 
Belgrade and assured the new government of the 
EU’s support. She said that Brussels  was ready to 
help Serbia to build a strong economy. However, 
negotiations on Serbia’s  admission would be 
complicated, since there is  no indication of any 
kind of compromise on Kosovo. Should Serbia 
completely abandon its  present position? It seems 
to be the most likely outcome. 

Driving Serbia to the EU doesn’t mean that 
Belgrade wants to abandon its  present close ties 
with Russia, the main source of investments  so 
far. 

The new energy minister was  named: Aleksandar 
Antić (SPS) who used to be transport and 
infrastructure minister in the previous 
government. He has  a good record in managing 
regional affairs, including utilities, transport and 
infrastructure, but has  no particular knowledge of 
the energy industry. 

In an unexpected move he swapped places  with 
Zorana Mihajlović, a reputed Serbian energy 
expert, who seemed to be disappointed with that 
change of portfolios. Serbian media presented 
that decision as  an attempt to balance Belgrade’s 
relations with Moscow and Brussels by 
appointing a Russian-friendly minister to the 
energy portfolio. 

Mrs. Mihajlović was more focused on Srbijagas, 
the national gas  company, and on restructuring 

rather than on strategic and energy geopolitics. 
She considered that Srbijagas was an inefficient, 
badly managed company, and pushed for its 
reform. Mr. Vučić publicly repeated the need to 
restructure Srbijagas to make it profitable, but 
accentuated the need to guarantee security of 
energy supplies  to the country. For that purpose 
he would need Russia, which is providing Serbia 
with up to 1.9 billion euro in investments  for the 
Serbian part of  the South Stream gas pipeline. 

Simultaneously, the new Government is  keen to 
reform Serbian energy sector by putting in place 
a national legislation which is  fully in accordance 
with the EU one, especially related to electricity, 
gas and heating markets.   

Croatia Pins Hopes On Adriatic 
Offshore Riches

The government of Croatia has  dared to move 
into dire straits  by welcoming foreign investors to 
bid for concessions in its offshore zone in the 
Adriatic Sea.

Taken at face value, the proposal is logical, 
essential and conducive to the inherent interests 
of this  Balkan state struggling for the last five 
years to free itself from the grips of a 
monotonous recession. Minister of economy, 
Ivan Vrdoljak heralded the opening of a tender 
for the exploration and exploitation of offshore 
hydrocarbons. A total of 29 blocs  covering an 
area of 1000 to 1600 km2 will be offered to the 
highest bidders. The exploration period is 
planned for five years.

Foreign investors, emphasized Mr. Vrdoljak, 
could capitalize on the existing well developed 
infrastructure, providing for easy delivery of 
natural gas and oil, as well as access  to oil 
refineries, shipbuilding facilities, etc. According 
to preliminary estimates, only the exploration 
stage could bring €1.78 billion to state budget.

This  year the country which joined the European 
Union in 2013 is  expected to generate an 
unconvincing growth of 0.2%. Despite this 
modest growth projection, for Croatia every bit 
counts. Although it might not be enough and it 
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would hardly please EU HQ in Brussels which 
initiated a disciplinary procedure against this 
minor nation for failure to keep budget deficit 
within the set limits.

Against such a troubling background, Croatia is 
pinning hopes on the development of the 
Adriatic hydrocarbon riches, and expects  to 
stimulate growth through the invigoration of the 
energy sector. Some 36 projects are in the pipe, 
including the Plomin 3 power generation plant, 
the LNG terminal on the Krk island and several 
undertakings by local energy companies like 
HEP, JANAF and Plinacro. The government 
expects this  wide assortment of endeavors  in the 
energy sector would ensure an in-flow of some 
€9 billion in capital investments.

In Zagreb, the capital of Croatia, there is  a lot of 
talk of diversifying sources of energy supply. 
Recently, the Visegrád Group, an alliance of four 
Central European states — the Czech Republic, 
Hungary, Poland and Slovakia, appealed to the 
US Congress and UE Senate to provide support 
for the construction of two major LNG 
terminals, one in Poland on the shores of the 
Baltic Sea, and the other on the Croatian island 
of  Krk in the Adriatic Sea. 

This  European Quartet strongly believes  that 
these infrastructure facilities  would attract the 
export of American LNG derived from shale gas 
and, consequently, drastical ly diminish 
dependence on other suppliers. Croatian media 
has reported that LNG terminal would generate 
€230 million a year for the budget while the 
state-owned Plinacro could make a profit of 
some €50-70 million for transporting gas across 
the country.

The estimates are a bit dubious since neither US 
energy shale gas  company, nor any independent 
energy consultancy has calculated the final cost 
of LNG exports  to Europe after gas is  liquefied, 
transported (add freight and insurance), 
subjected to regasification and delivered to 
customers with a handsome margin of profits for 
all involved in the lengthy technological process. 

It has  been a rough awakening for Poland when 
it belatedly discovered that the LNG it had 

bought on a long-term contract from Qatar 
which will be shipped to the terminal in 
Swinoujscie in the Baltic Sea (now under 
construction) will be at least 30% more expensive 
than Gazprom’s pipeline gas.

The final cost of delivering American LNG to 
the Krk island terminal is  still a vague substance. 
Anyway, it will not happen tomorrow. What will 
emerge tomorrow is  the long looming 
controversy over the rights to the development of 
Adriatic offshore sectors. Right after the 
announcement of the tender two neighbors aired 
their displeasure. 

Slovenia reminded that arbitration on the 
demarcation of maritime borders with Croatia 
has not been finalized. Montenegro pointed out 
that the protocol on temporary border settlement 
signed in 2002 forbids  any unilateral moves, and 
this  is  a sensitive issue when it comes to the area 
around the island of Prevlak. However, the 
highlanders are not going to war but are eager to 
get engaged in negotiations with the Croatians to 
settle the dispute, vice-premier and head of 
Montenegrin diplomacy, Igor Lukšić underlined.

In any case, the Adriatic offshore has  a strong 
appeal which was  best manifested by the 
attendance of the biding ceremony by energy 
majors, featuring ExxonMobil, «RWE», «Total», 
«JP Nippon», «ENI», Lukoil, Gazprom Neft, 
ELPE, etc. 

Background

Croatia’s gas reserves total some 25 bcm. 
Average annual production stands at 2.8 – 2.9 
bcm. Total annual consumption equals more 
than 3 bcm.  

The first attempts to explore the Croatian 
offshore zones in the Adriatic for business 
purposes  were made in 1968. As  of today, 135 
wells have been drilled. 

Croatian government has plans to up domestic 
gas production to be able to meet the entire local 
demand in the not so distant future. 
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Libya Losing Remnants Of 
Credibility

What’s the name of the Libyan prime minister? 
It does not matter anymore. They’ve started to 
rotate them so fast and their authority and power 
to influence the developments  in the country are 
so weak that it does  not make any difference if 
you remember the name or not. 

This  is the main conclusion to be drawn from the 
short adventure of Abdullah al-Thani, former 
defense minister turned interim prime minister 
after the ousting of the West-supported Ali 
Zaidan. Supposed to lead the government until 
elections, due on an unspecified date, al-Thani 
left a month after being appointed to do the job.

Abdullah al-Thani stepped down after 
unspecified gunmen attacked him and his  family. 
In an official resignation note he explained that 
he did not want to take responsibility for the 
bloodshed. He called the assailant “traitors” and 
“cowards”, but gave no details. His  resignation 
was irrevocable.

A long absence of prime minister did not change 
anything in Libya’s life and the way this  country 
survives. There are 7 candidates to take the 
position but so far it’s not clear when the matter 
will be addressed by parliament and who ends up 
being the new PM. In fact, all the power rests  in 
the hands of rival armed militias  (“katiba”) 
linked to tribes, geographic zones  or leaders 
(warlords). These “katiba” are in fact the real 
power in that deeply divided country. 

Ex-PM Zaidan fled to Germany after being fired 
for his inability to lift the blockade from oil 
terminals which lasted since July 2013. They 
were taken control of by former guards, who 
demanded not only a pay raise but also a fairer 
distribution of the in-coming petrodollars’ 
revenues. This is  indeed a problem. Most oil 
fields  are located in the Eastern part of Libya 
(Cyrenaica) but locals were never allowed to 
share the returns from this  lucrative export 
business. 

The local militia commander, Ibrahim Jadrhan, 
31, a former karate champion, became very 

popular because he aired the demand of 
“fairness” in distribution of wealth. He 
immediately became a kind of local Robin 
Hood. But when Jadrhan tried to sell an oil cargo 
independently, by-passing the government of 
Libya, he provoked an armed incursion by 
another militia, which originated in Misurata, the 
stronghold of the anti-Khadafy revolution. This 
militia is considered to be the richest, best armed 
and best organized paramilitary formation in 
Libya. However, the Misurata-born fighters  failed 
to prevent the cargo from leaving the port. The 
tanker was  later intercepted by US naval forces, 
and was returned to the Libyan authorities. 
Some experts suppose that the interception is 
explained by the fact that 40% of oil in that 
cargo belonged to US companies (although it 
cannot be validated). 

After that incident Abdullah al-Thani finally 
made a deal with Ibrahim Jadrhan. The two 
agreed to gradually reopen the blocked oil 
terminals in exchange of unspecified concessions 
from the government, including payments to the 
fighters. The deal showed the strength of this 
“katiba” but infuriated other field commanders 
at the head of other “brigades”, especially from 
Tripoli and Misurata. Anyway, this precedent 
pushed other militias  to voice their demands and 
ask the government for concessions. This episode 
is clear evidence of the further “somalization” of 
Libya. No wonder Mr. al-Thani stepped down.

The events in Libya resemble a fantasy by a 
raving lunatic. The country does not have a 
prime minister but is still going on. In 15 towns, 
including Bengazi in Cyrenaica, municipal 
elections take place. In the Eastern city of Al-
Baida, the local legislature with 13 vacant places 
out of 60 started to edit a new Constitution 
which is due to be approved in 18 months. The 
new Magna Carta is  supposed to be inspired by 
the one dating from 1951 and abolished in 1977, 
but nobody knows what it will be like at the end. 
Jordanian Ambassador to Libya, Fawaz al-Itan, 
was  kidnapped by gunmen. A local security agent 
of the US Embassy was also briefly kidnapped, 
she managed to escape but was wounded. 

What is  the place of Oil in this  messy 
conundrum? Markets are not betting on a fast 
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recovery of oil production in Libya, although 
prices on stock exchanges dropped after the 
debottlenecking of the oil terminals was 
announced. OPEC forecasts  that Libyan oil 
production will stand at 1 million barrels/day by 
mid-June (250,000 b/d now, 1.5 million b/d 
under Khadafy rule). But the situation on the 
ground is still not so clear. 

Meanwhile, the government had to downsize by 
1/3 its  budget, cutting it  down to 44 billion 
dinars  ($36 billion) from the previewed 68.6 
billion dinars. The move is due to the fallen oil 
revenues  after the oil terminals blockade. All 
investments  in new projects  and infrastructure 
are frozen: half of the state budget is  allocated to 
subsidies and payments to civil servants. 

The government is short of money, short of 
willpower and even gun power, and has to curtail 
its ambitions. At most, given the internal strife, 
the tribal, sectarian and clan versus clan 
animosity, the government will have to dedicate 
most of its time and resources to restore a 
minimal level of governance and stability. 
Otherwise Libya will lose remnants  of its 
credibility with foreign investors.

Saudi Arabia: It Takes A Prince 
To Oust A Prince

What may change in a country after the head of 
its intelligence service is  replaced? A lot, if the 
country is  called Saudi Arabia and the de facto 
sacked person happens  to be one of the most 
influential actors from within the reigning royal 
family. He is also believed to be the main driving 
force, the organizer and promoter of attempts  to 
overthrow President of  Syria, Bashar al-Assad. 

Prince Bandar bin Sultan, the king’s  nephew, was 
born in 1949; he is the son of one of former 
crown princes, Sultan bin Abdel Aziz Al Saud. 
His  only handicap, from a genealogical point of 
view, is that his mother was a servant of Yemeni 
origin. He’s a former jet fighter pilot. From 1983 
to 2005, Prince Bandar was  Saudi ambassador to 
the US and there acquired a network of strong 
contacts at the highest level. His nickname was 

“Bandar Bush” due to very close relations with 
both of  the former US presidents. 

Prince Bandar was considered to be a ‘hawk’ in 
Saudi politics. After returning home from 
America, he kept a low profile, maybe also due to 
health problems. But in July 2012 his  nomination 
as  the head of Saudi intelligence (Al Mukhabarat 
Al A'amah) was perceived as  a sign not only of a 
comeback but as an important and symbolic 
promotion.

The prince has  received the Syrian portfolio, but 
was  also overlooking all the Saudi politics in the 
region, including Iranian, Egyptian and Qatari 
dossiers. He organized a jihadist network of anti-
Assad fighters in Syria but, according to reports, 
Qatar has  outdone him in this  enterprise, and 
this  led to clashes between prince Bandar and the 
emir of  that tiny neighboring country. 

There is no official explanation of why prince 
Bandar lost his high position. The protocol 
announcement mentioned only that it is  done 
upon his  personal request. There are some 
speculations about his ill health. Recently, he 
spent time in the US where he was operated on 
his shoulder. He did not return home and, 
instead chose to reside in Morocco. To what 
extent was his illness a ‘diplomatic’ one? 

There were reports that in February 2014 he did 
not participate in any important high level 
meetings  in Washington, which brought together 
intelligence service chiefs from Arab and Western 
countries to debate affairs in Syria. Prince 
Bandar was substituted by interior minister, 
prince Mohammed bin Nayef, who happens to 
be his  main political rival. At that time, the 
public was fed with first speculations about 
prince Bandar’s fall from grace. 

Apparently, prince Bandar’s crucial mistake was 
the assurance he gave to king Abdullah at the 
very beginning of the Syrian civil war that 
Bashar al-Assad would be ousted in a couple of 
months. Prince Bandar was  very active on the 
Syrian front: he set up efficient fighting units, 
generously financed and armed them, and they 
sidelined weaker West-managed opposition 
militants; the prince, reportedly, also organized 
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covert operations. Nevertheless, the strategic goal 
was  not achieved. At the same time, another 
ch a l l e n g e e m e rg e d . Q a t a r m o b i l i z e d 
concurrently its own anti-Assad guerilla 
formations, which were no less efficient and 
sometimes clashed with Saudi-sponsored units. 

In fact, there is a marked ideological difference 
between the two groups of Islamist fighters  in 
Syria. They all support the idea of sharia rule 
but here the commonality ends. Qatar pushes for 
a “political Islam”, the kind that Muslim 
Brotherhood preached and practiced in Egypt, 
and what this emirate promoted in the context of 
Qatar-sponsored Arab Spring (Tunisia and 
Libya). Saudi Arabia sees this approach as 
dangerous  all by itself and stands for a wahhabite 
approach, in line with its own political practice 
inside the kingdom.    

This  standoff between the two countries  exists 
not only in Syria but it spoils  their relations in a 
wider area. The culmination of this standoff was 
the regime change in Egypt last year: the Qatari-
sponsored and Muslim Brotherhood propelled 
President Morsi were ousted by the military who 
were fully supported by Saudi Arabia. 

Probably, prince Bandar was found guilty of not 
being able to outclass and ‘outgun’ Qatar. 
Meanwhile, he became a target of criticism from 
the US. Washington was not happy with his 
pushing hard to force the US to intervene 
directly in the Syrian civil war last year; besides it 
coincided with the beginning of a dialogue with 
Iran against the unprecedented tension settling in 
between the US and Saudi Arabia. Could it be a 
mere coincidence that prince Bandar was 
disgraced by losing his  influential position right 
after President Obama visited Riyadh?  

Finally, prince Bandar’s  rival, interior minister, 
prince Mohammed bin Nayef, took the upper 
hand. He is now overlooking the internal fight 
against the Muslim Brotherhood which is widely 
seen as  a grave challenge to the kingdom’s 
stability (see “Saudis  vs Qataris: Premier League 
Cold War”, EIRA, Volume 2, Issue 4, April 
2014), and also supervising the developments 
linked to the ‘brothers’ in the region, primarily in 
Egypt. Prince Mohammed’s  elevation to 

prominence must be examined in view of the 
present standoff between Saudi Arabia and 
Qatar. 

Prince bin Nayef, who survived an assassination 
attempt in 2009, has  a long record of fighting 
Islamic extremists in the country. In 2003-2006, 
he was  leading the crackdown of al-Qaeda 
affiliated followers who tried to attack Saudi 
Arabia from inside in order to change what they 
perceived as a pro-American regime that is  ‘not 
enough’ Islamic, from their perspective. Today, 
prince Mohammed is concerned with the danger 
of radical jihadist fighters coming back home to 
Saudi Arabia from Syria and restarting a holy 
war on domestic turf. 

There is also another important dimension: 
succession to the throne of Saud. King Abdullah 
is 89, he outlived two crown princes, one of them 
was  the father of prince Bandar. His official 
successor is prince Salman Bin Abdulaziz Al 
Saud, 79, who at the end of March was  named 
by royal decree vice-crown prince, in case of 
simultaneous  ‘absence’ of the king and the crown 
prince. The position of crown prince is occupied 
by Moqrin bin Abdulaziz Al Saud, 69. In any 
way, all these possible kings are regarded as 
‘transitory’ monarchs who will have to pass the 
power from sons of king Abdelaziz (dead in 
1953) to the generation of his grandchildren. 
The most probable candidates among this  group 
of heirs  are considered to be the actual interior 
minister and the elder son of king Abdullah, 
prince Abdullah Bin Miteb Bin Abdullah Al 
Saud who is  the commander of the National 
Guard and has a rank of minister in the 
government. 

Will the ousting of prince Bandar, who was also 
considered some time ago among possible 
pretenders to supreme power, have an impact on 
the internal tug of war? So far, there is no clear 
answer. One rather bizarre piece of information 
appeared in The Christian Science Monitor 
which claims  that no change to the present 
policies must be expected, including the 
involvement in Syria. The newspaper informed 
that Pakistan has just received a $1.5 billion grant 
from Saudi Arabia, described as  a “friendly gift” 
and an “unconditional grant”. The Pakistani 
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sources  believe that the money is designated to 
purchase weapons in their country to be then 
passed to the Saudi-sponsored fighters  in Syria. 
In that way the weapons’ origin could not be 
tracked as  is the case with Western military 
supplies  to the Syrian opposition. There is  no 
proof of validity of such suspicions, but the 
issuance of the grant is  quite intriguing and 
could be placed in the context of the broader 
Sunni-Shiite confrontation on-going in the 
region. 

Additional food for thought: prince Bandar was 
replaced by his  deputy, Youssef bin Ali al-Idrisi, 
who does not come from the royal family. 
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C r i m e a n H y d r o c a r b o n 
Resources: A Key Factor For The 
Russian Annexation Of  Crimea

By Marika Karayianni*

Russia’s annexation of Crimea is considered to 
be the most significant geopolitical shift in 
Europe following the dissolution of Former 
Yugoslavia in the 1990s. Although it is  common 
knowledge that Russia, throughout its history, has 
always  considered Crimea as indigenous Russian 
territory and the port of Sevastopol a strategic 
point for the Russian Black Sea Fleet, it becomes 
clear that there was another key factor that made 
Crimea’s annexation urgent to Russia: its 
hydrocarbon potential.

There are four major oil and gas  offshore 
deposits in the Black Sea in the western and 
eastern continental shelf of the Crimean 
peninsula, which are deemed to contain 
significant hydrocarbon reserves: the Skifska 
block, which lies  to the southwest of Crimea in 
the Black Sea, the Subbotina block off the 
eastern coast and the Pry Kerch blocks, where 
several oil and gas prospects have been identified.

Skifska is  located on the western part of the 
Black Sea, along the territorial waters of Ukraine 
with Romania, where ExxonMobil and OMV 
are already jointly exploring offshore gas fields. It 
is  estimated to hold 200-250 bcm of natural gas 
and condensate. On this base, Skifska should 

produce 5 bcm/year during the 50 years of the 
PSA (Production Sharing Agreement). Shell and 
ExxonMobil were chosen in 2012 by the 
Ukrainian Government to lead the development 
of the block. The consortium, led by 
ExxonMobil and Shell, with the participation of 
OMV Petrom from Romania and the Ukraine 
National Oil Company Nadra Ukrainy has been 
selected by the Ukrainian government to develop 
Skifska together with the adjacent bloc of 
Foroska in September 2012. The initiative was 
part of Ukraine‘s policy to diversify its  energy 
supply and production sources from Russia1. 
However, Shell pulled out of the talks over a PSA 
in January 2014, while ExxonMobil said in early 
March 2014 it was  putting its  involvement in the 
project on hold. Due to the Crimean crisis  the 
project is  now stalled, with the companies stating 
that they remain interested in the project, but 
they will not get involved in the dispute between 
Russia and Ukraine. The big question now is 
whether Skifska remains  under Ukrainian 
jurisdiction or if Russia could simply declare it a 
Crimean (i.e. Russian) asset. 

It is  worthwhile to mention that ExxonMobil is 
already involved in the continental shelf of the 
Black Sea. Along with Petrom of Romania, 
ExxonMobil conducts  exploration works  at 
Neptun block on the Romanian sector of the 
Black Sea. Neptun block lies in an area of 9. 900 
square kilometers, at a depth ranging from 50 to 
1.700 meters. At the end of 2011, the drilling of 
the first well Domino-1 has started, and the well 
confirmed the presence of hydrocarbons. In 
2013, the 3D seismic survey was  completed at an 
area of 6.000 square kilometers and the drilling 
platform Ocean Endeavor for the drilling of the 
second well Domino-2 was contracted. Based on 
preliminary estimates, the natural gas reserves at 
this  block range between 42-84 bcm. It should be 
noted that Neptun and Skifska are located next 
to each other and are actually parts  of the same 
geological formation. 
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Meanwhile, there is  also potential to explore and 
develop resources at the eastern continental shelf 
of Crimea. In November 2012, Italian Eni 
announced that a 540 square mile area it had 
signed up to explore, located in the eastern part 
of the Crimean peninsula, has significant 
hydrocarbons potential. Eni has been made 
operator of the eastern Crimean offshore area 
with a 50% stake, while other partners included 
EDF (5%) and Ukrainian companies  Vody 
Ukrainy (35%) and Chornomornaftogaz (10%). 

The issue at stake is whether, following the 
annexation of Crimea to Russia, there is going to 
be a new sea demarcation at the Black Sea 
between the littoral States involved, i.e. Russia, 
Ukraine and Romania, since, as was stated 
above, there are offshore fields adjacent to one 
another, that lie across  the sea borders  of 
Ukraine and Romania. Should Crimea be 
considered Russian territory, this would mean 
that the EEZ (Exclusive Economic Zone) and the 
territorial waters  become Russian and are no 
longer Ukrainian. Out of the six, five littoral 
Black Sea countries  (Turkey excluded) apply the 
International Law of the Sea, based on the 
UNCLOS Convention of Montego Bay (1982). 
Should there be a new sea demarcation, it 
becomes  clear that the economic stakes for 
Russia are very high, since the Crimean fields 
will belong to the Russian continental shelf and 
any hydrobarbons  found offshore Crimea will 
end up in Russian hands.

*Marika Karayianni is an energy expert 
specialising in the Caspian Sea region and is 
based in Athens, Greece.

The U.S. Opts for Ineffective 
Sanctions On Russia

By Dr. George Friedman*

EIRA is reprinting the major part of Mr. Friedman's 
analysis on the effectiveness of US sanctions against 
Russia.

Precision-Guided Sanctions

Placing effective sanctions on a country such as 
Russia is much more complicated than placing 
them on countries like Iran or the Central 
African Republic because the Russians have 
potential military responses. They also have the 
ability to retaliate by seizing Western assets  in 
Russia: There are many Western companies 
doing business in Russia with significant 
equipment, factories, bank accounts  and so on. 
Moscow also has the power to cut energy 
supplies  to Europe. Whether it would be prudent 
for Russia respond in those ways is an important 
question, but the mere fact Russia has a range of 
retaliatory options is an important consideration.

Partly for that reason and partly because of a 
theory of sanctions that has  emerged in recent 
years, the United States  and some European 
countries  have largely opted out of placing 
sanctions on Russia as a whole. Instead, they 
have place sanctions  on  individuals  and a small 
number of companies  in Russia deemed 
responsible for actions  in Ukraine that the United 
States and Europe find objectionable. We might 
call these "precision-guided sanctions," or 
sanctions intended to compel a change in 
direction without inflicting collateral damage or 
risking significant retaliation. 

The idea of placing sanctions  on regimes rather 
than on nations originated with the obvious fact 
that if successful, sanctions  on nations harm the 
entire population, most of whom are innocent 
and powerless, while leaving the leaders  who 
have created the crisis in power and free to shift 
the burden to the population. The Iraq example 
is frequently cited. There, a strong regime of 
economic sanctions was imposed on the country, 
severely  diminishing Iraqis' standard of living 
while allowing  the leadership to profit from 
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various  loopholes  intended to ease the burden on 
the public. 

The idea of sanctions against specific leaders to 
avoid harming the general public emerged from 
this  and other experiences. This  approach has 
dominated the Western response to Russian 
actions  in Ukraine. By attacking the economic 
interests  of  key Russian leaders, or at least of 
their inner circles, the West appears to be trying 
to force changes  in Russian policy toward 
Ukraine. This raises a number of important 
questions.

Limits to Sanctions on Russia

First, there is the question of whether Russian 
leaders  care more for power or for money. In the 
1990s, money generated power, but the two are 
more aligned now: Those with power and those 
with money are the same. It is therefore hard to 
imagine that the Putin regime will shift policy -- 
and thereby admit weakness, a fatal error for 
anyone in power -- to preserve part of its 
members' fortunes.

Moreover, the Russian leadership has kept some 
of its money inside Russia to avoid seizure by 
Western governments. Certainly, some of the 
leadership's  money has flowed out of Russia, but 
not all of it. The people who have been targeted 
will not suddenly be hurled onto the welfare rolls 
in Russia because of the current sanctions. The 
targeted individuals will respond to the U.S. 
sanctions with indifference. They may lose some 
assets in the ensuing treasure hunt. But their 
resulting domestic popularity boost will offset 
this, a boost perhaps costing no more than a 
high-power Washington public relations  firm 
might charge. And given their positions, they can 
certainly earn back whatever they lose in 
seizures.

Second, there is  the question of intertwined 
assets. Russian leaders  have invested in many 
Russian companies  with interests in Western 
companies. In some instances, they are involved 
in joint ventures with Western companies.

To illustrate the Western dilemma, let's  assume 
there is  a joint venture between Rosneft and a 

Western oil company. How exactly does the West 
proceed with sanctions in such a situation? Does 
it seize all or just some of the assets  of the joint 
venture? What liability does  it inflict on other 
shareholders, Western and Russian, who are not 
on the sanctions list? Now go further and 
consider an investment in a U.S. private equities 
firm by a Mexican fund with investors  from 
Cyprus who may include people on the sanctions 
list. In modern capitalism, investment paths can 
be twisted indeed.

One might be able to track down assets  in a 
relatively small country with limited assets. But 
Russia is  the eight-largest economy in the world, 
and its  wealth is  intertwined with the targets of 
the sanctions, greatly complicating the challenge 
of  crafting effective precision-guided sanctions. 

Third, there is  the political question. Russian 
President Vladimir Putin's popularity has soared 
since the Russian annexation of Crimea. As in 
the West, Russian leaders appearing to act 
decisively in foreign crises  enjoy higher approval 
ratings, at least initially. Putin may find it difficult 
not to respond to the sanctions  because if he fails 
to act, he could lose some of the popularity he 
gained by his appearance of  strength. 

Intentionally Ineffective Sanctions

In addition, the United States doesn't want to 
threaten regime survival in a country with 
massive military power. Nor does it want to 
engage in an action that would trigger an 
invasion of Ukraine and force the United States 
to either back away or join a war it is  unprepared 
for. It also will try to avoid mistakenly seizing U.S. 
and European assets  -- assets deployed by Russia 
deliberately to bait Washington into making just 
such a mistake. 

The Obama administration has a final major 
reason to avoid effective sanctions. If someone 
had said a year ago that U.S.-Russian relations 
would reach the present point, they would have 
been laughed at, something I can attest to. 
Foreign investment is  a major component of the 
U.S. economy, and distinguished political leaders 
are an excellent source of capital. If you are the 
leader of China, Saudi Arabia or India, all of 

http://www.stratfor.com/weekly/russia-and-united-states-negotiate-future-ukraine
http://www.stratfor.com/weekly/russia-and-united-states-negotiate-future-ukraine
http://www.stratfor.com/weekly/russia-and-united-states-negotiate-future-ukraine
http://www.stratfor.com/weekly/russia-and-united-states-negotiate-future-ukraine


AN INDEPENDENT MONTHLY REVIEW 16

which have problems  with the United States that 
could conceivably mushroom, you might think 
twice before investing your money in the United 
States. And there are more countries than those 
four that have potential conflicts with the United 
States.

The U.S. sanctions strategy is therefore not 
designed to change Russian policies; it is  designed 
to make it look like the United States is  trying to 
change Russian policy. And it is  aimed at those in 
Congress who have made this  a major issue and 
at those parts of the State Department that want 
to orient U.S. national security policy around the 
issue of human rights. Both can be told that 
something is being done -- and both can pretend 
that something is  being done -- when in fact 
nothing can be done. In a world clamoring for 
action, prudent leaders sometimes prefer the 
appearance of doing something to actually doing 
something.

*Dr. George Friedman is  Founder and Chairman 
of Stratfor, a geopolitical intelligence and 
advisory firm.

The U.S. Opts for Ineffective Sanctions on Russia 

is republished with permission of  Stratfor.
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