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Letter From The Editor

  The regional superpowers Saudi Arabia and Iran 
with their ongoing proxy wars in Syria and Yemen 
are standing for the time being “eyeball to eyeball” 
waiting to see who winks first. It is not the first time 
during the last couple of years competing 
superpowers have touched ‘Armagedon’s’ doorsteps. 
  
  In the meantime, the mass refugee problem from 
Syria and elsewhere as well as the economic crisis 
turns Europe into a ‘castle’ isolating the elites from 
the people, creating racial hate, promoting extreme 
political ideologies and practices. 
  
  Soon, a simple spark will be enough to start new 
bloody conflicts in the Balkans and other regions in 
the Middle East. And all this just because the main 
players, Washington DC, Brussels, Moscow etc. 
cannot face reality. Thus we repeat once more our 
prediction and fear about the destruction of 
Democracy in Europe, if certain elites do not come to 
their senses soon. 
  
  For more information you can visit our website 
eiranews.com. You can also send your comments at 
eiracomment@gmail.com.    

Yours Sincerely,  

George Hatziioannou 
Editor 
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Cheniere LNG: Part Of  Greek 
Drama Or Comedy? 

Once the American LNG due to be shipped soon 
to Europe by Cheniere Energy, Inc. is unloaded 
for re-gasification at the planned LNG terminal 
at Alexandroupoli, northeastern Greece, the 
balance of  power on the regional markets will 
change once and forever. The American 
connection will be a game-changer drastically 
modifying the energy dependencies and market 
realities on the ground.  

The strong commitment of  the American energy 
major to use Greece as one of  the chosen 
lucrative gateways to the European market has 
been underpinned lately by its stated intention to 
acquire a minority stake in the offshore LNG 
terminal to be built by Greek energy firm, 
Copelouzos Group. With the envisaged annual 
capacity of  6.1 billion cubic metres (bcm), the 
facility has all the makings of  becoming an 
influential player in the regional rather 
complicated energy games. 

The original concept is to link the flow of  
American, or to be more exact, Cheniere LNG 
with pipeline gas pumped into the Interconnector 
Greece-Bulgaria (IGB), enabling this particular 
gas transportation network to source energy for 
southeastern Europe. On the receiving end, it is 
the Greek DEPA that is negotiating the purchase 
of  re-gasified American LNG to add to its 
portfolio, currently filled in mostly by Russian 
Gazprom’s pipeline gas. 

Ultimately, the European Commission’s strategic 
goal of  diversifying sources of  natural gas supply 
would become a fait accompli and serve as a solid 
proof  guarantee of  Greece’s energy security for 
decades ahead. The optimistic forecast is fully 
justified provided nothing goes wrong in 
contradiction of  the draft copy.  
  
For the moment, American LNG seems to be the 
safest bet, albeit even the Cheniere strategists do 
not think in sync and diverge on the actual size 
of  the bounty promised to the LNG business 
worldwide.  

This is no secret that quite a number of  
incumbent gas producers, be it Australia or 

Qatar, are at pains to contain the costs and to up 
production. In the land of  the Ozzies who 
remain euphorically short-sighted about their 
prospects of  reaping the benefits of  a new 
mineral bonanza, they have to cover the costs of  
producing a ton of  LNG by paying in the 
interval of  $2,000-$3,000. Approximately, it 
exceeds the costs of  their American competitors 
threefold. The inherent disadvantage for 
Australia LNG venturers is the absence of  locally 
designed and home-made equipment, which 
requires a certain level of  technical sophistication 
(it is all imported piece by piece and then 
assembled) and also the lack of  qualified 
personnel, which they also import, mostly from 
Europe and the US, with young ambitious 
professionals, fresh from college, claiming an 
average salary of  roughly $100,000, and it 
pushes up the expenditures. 

Similar costs’ constraints will prevent Russia from 
becoming a major supplier of  LNG to the global 
markets in this decade. As for the current LNG 
market dominator, Qatar, it has inconspicuously 
reached its peak production level and can hardly 
go above it. 

By all counts, the moment could have never been 
more opportune for American LNG to hit the 
overseas markets, storm into unknown terrains, 
establish strongholds through long-term 
contractual obligations and robust partnerships, 
and redraw the energy map. 

Yet, the picture has been blurred by the sudden 
dismissal of  Cheniere founding father, CEO and 
President Charif  Souki, the flagrant champion of  
an assertive export-oriented corporate policy. 
The root cause was that the balance of  opinion 
of  the board tilted in favor of  Carl Icahn, an 
influential investor, who subscribes to a more 
reserved and conservative outlook for the 
expansion of  LNG business outward. Mr. Icahn 
has strongly refuted the assumption of  Mr. Souki 
that global oil prices would invariably rebound, 
and it would happen in 2016 thus creating an 
unbeatable competitive advantage for American 
LNG exports against other contenders. 

The clash of  the titans ended with the more 
cautious approach taking the upper hand. The 
board has turned its willing ear to those 
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Cassandra’s who claim the global oil glut is to 
stay with us for long, prices will remain flat, and 
the sensible strategy is to consolidate and avoid 
adventurous expansionist policies. Mr. Souki, 
who earned a reputation of  a daredevil 
iconoclast, was defeated. 
  
The sudden change of  wind undermined the 
credibility of  Cheniere’s bold crusade into the 
energy markets of  southeastern Europe. It could 
be ‘business as usual’ just as it could be a tacit 
unannounced departure. The likelihood is that 
the bugle will not trill the retreat.  

After all, Cheniere Marketing International LLP 
will aggregate some 9 million tons per year of  
LNG to be produced at the 9 nine liquefaction 
trains still being developed at Sabine Pass and 
Corpus Christi. Its portfolio boasts of  sales 
contracts with the French energy major, GDF 
SUEZ rebranded into ENGIE, the no less 
powerful French company, Electricité de France, 
as well as a big company in Chile, not to forget 
master trade agreement with Litgas, part of  
Lithuania's state-owned Lietuvos Energija.  

The purchase and sales dossier is well stocked, 
but the nagging suspicion of  every energy analyst 
amounts to a couple of  simple questions:  Since 
LNG shipment is a complicated procedure 
demanding a Swiss clock precision at every stage 
of  the delivery process, will Cheniere be up to 
the task given the long transportation leg (you 
have to cross the Atlantic, after all)? Will the 
market in Europe remain stable and predictable 
in the meantime? Will the current low-price 
environment and diminishing demand be 
dismissed and not hinder a steady flow of  LNG 
to Europe?  

The welcome news of  American LNG heading 
to Europe, and the eventual arrival of  Cheniere 
LNG to Greece, if  viewed from a forthright 
business-focused perspective should be taken not 
as a panacea filling in all the gaps in the energy 
balance but rather as a sensible policy of  
diversification of  sources of  supply. However, 
‘diversification’ per se is not and cannot be, by 
definition, the ultimate goal. Jean Abiteboul, 
head of  marketing of  Cheniere, plainly put it on 
the table: the main advantage of  American LNG 

is that “eventually, which is the most important, 
(it will) reduce the cost of  energy for the region.” 
This is of  paramount importance for such 
countries as Greece with no full debt-relief  in the 
foreseeable future. 

Finally, it boils down to a set of  another uneasy 
questions with no apparent answers:  Could 
Greece afford Cheniere’s LNG? Would Cheniere 
accommodate Greece’s current woes and make a 
pricing offer that the government of  Alexis 
Tsipras would not be in position to refuse? Will 
Cheniere remain loyal to its current commitment 
to the European bride in the long-term and not 
divorce it in favor of  the Asia’s sirens if  they play 
the “highest bidder”?  

The streaming news that an up-market giant in 
the United States like Chesapeake Energy, 
actually one of  the national champions in shale 
business, is still at odds on how to deal with its 
outstanding $11.6 billion debt, does not instill 
confidence that the shale boom is as permanent 
as the location of  Parthenon. The Troika-
disciplined but defiant nation would be equally 
unhappy if  Cheniere LNG’s godsend becomes 
part of  either the Greek tragedy or Greek 
comedy.   

Libya: Fragmented, Victimised, 
And Hating It 

In December 2015 Libya was once again back on 
the front pages and re-invigorating the old 
headache for the external pacifiers.  

The pretext for a rekindled interest in the almost 
forgotten North African country was the sudden 
discovery of  Daesh’s, or IS’ presence in Libya, 
roughly a year and a half  after the first reports 
were filed about the infiltration of  Islamist 
fighters. The numbers matter, in fact. Now it is a 
steady stream since the Daesh militants choose to 
flee the havoc in Syria which started after the 
Russian bombers were deployed there and got 
engaged in systematic air strikes against the IS 
targets. The US-led coalition surged its activities 
as well. Some reports, citing Iranian sources, 
claimed that that the leader of  Daesh, Abu Bakr 
al-Baghdadi, moved to the Libyan port of  Sirte 
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to recover from heavy wounds received as a result 
of  an attack by Iraqi military aircraft.  

Intelligence reports, based partly on photos from 
US drones and French aircrafts, disclosed the 
enhanced IS presence in Libya, which is 
considered now by radical Islamists as a safe 
haven in the MENA region. They did not limit 
their destination to Sirte, the birthplace of  the 
former dictator, Muammar Qaddafi, and 
scattered around a wide area, imposing their 
brutal rule, and having captured some 
historically valuable sites. The most dangerous, 
however, was their advancement toward Ajdabia, 
some 250 km from Sirte, the center of  oil and gas 
production. If  IS places the production facilities 
under its control, it would be able to transport 
crude through the port of  Sirte, and start 
generating revenues from clandestine oil sales.  

Serious risks are also linked to the IS attempts to 
establish contact with tribes in the Fezzan 
province, the desert part of  Libya. The Southern 
border of  the country is porous and serves as a 
hub for all kind of  illicit trafficking: humans, 
weapons, etc. The zone is also the venue of  feuds 
between local tribes, Toubous on one side, 
Touaregs and Ouled-Slimane on the other. 
Control over this part of  Libya would give IS an 
additional foothold and influential leverage to be 
felt throughout Africa; the Islamists would be 
able to operate a ‘junction’ between their 
supporters in North Africa and Sub Saharan 
Africa. Reports claim that fighters from the 
Nigerian Boko Haram movement, which wages a 
war in Nigeria and in the zone around the Chad 
lake, were trained in the IS Libyan camps.  

The exact number of  IS fighters now settled in 
Libya is not known. It is estimated there are 
2,000-3,000, with half  of  them residing in Sirte, 
but the exact statistics is unavailable; many 
Libyans are now back in the country having 
returned from the battlefronts in Syria and Iraq. 
Alternative sources assert there are some 4,000 
foreigners and 1,300-1,900 Libyans within the IS 
formations.   

In this context, external players moved forward 
to promote a political settlement in Libya, torn 
apart between two opposing each other 
parliaments and governments, not to forget rival 

militias. Italy took the lead being the most 
vulnerable country, adversely affected by the 
ongoing Libyan turmoil. The negotiating arm 
was the UN special envoy, Martin Kobler from 
Germany, who replaced Bernardino León from 
Spain.  

The agreement, aimed at creating a secure, 
democratic, prosperous and unified state, finally 
was signed on 17 December in Skhirat 
(Morocco). The Tripoli and Tobruk groups were 
largely represented in both delegations, either 
supporting or opposing the agreement.  

At face value, the agreement provides the 
creation within 40 days of  a government. The 
two Parliaments would be turned into two 
chambers of  a unified body. Then, a 
Government of  National Unity would be set up 
and presided by a businessman, Fayez el-Sarraj 
and 3 deputies representing Tripolitania, 
Cyrenaica and Fezzan. Main decisions would be 
taken by consensus. The crucial element should 
be the nominations of  new heads of  the Central 
bank and the National Oil Company, the two 
institutions with real economic power, resources 
and financial liquidity. It is planned that the new 
institutions would be located in Tripoli.  

It is not clear who exactly and how will establish 
control over Tripoli, which is up till now 
‘administered’ by ungovernable militias.  

Anyway, the bigger question is whether the deal 
will help to stabilize the country or, on the 
contrary, will complicate the situation even more 
by creating competing centers of  power, each 
pretending to have the highest legitimacy. One of  
the centers will be Tripoli, supported by the Fajr 
Libya Islamists coalition, allied to fighters from 
Misurata, and the other - Tobruk, with its main 
force being the army lead by a controversial 
General, Khalifa Haftar. Earlier it was suggested 
that Haftar should have no place in the new 
composition of  political forces. Then, what if  the 
militias do not leave Tripoli? The new 
Government might move to a secure place, for 
example, Ghadames. Would it be possible to 
administrate the country from this place? It 
should be explicitly added that the first clan is 
backed by Qatar and Turkey, the second, by 
Egypt, UAE, and Saudi Arabia.  
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Now inside every camp, especially within the two 
warring parliaments there are dissidents: some 
support the UN-led political process, others 
oppose it. The main opponents are the presidents 
of  two rival chambers, Nouri Abou Sahmain and 
Aguila Salah Issa. They’ve met in Malta and 
agreed on a common agenda, but it remains 
unclear how they plan to settle their personal 
contradictions. As a result, those who negotiated 
the Skhirat agreement acted without a clear 
mandate. The Skhirat deal was signed by 80 (out 
of  188 MPs) from the Tobruk parliament and by 
50 (out of  136) of  the opposite legislature in 
Tripoli.   

A new political map is being designed on the 
remains of  the lacerated Libyan society, which is 
a new phenomenon, noted by anti-foreigners 
sentiment, anti-UN rejection, exacerbated by 
medieval, by its roots, resentment of  colonial 
oppression and of  the catastrophic result of  the 
recent “revolutions” imposed on them by some 
Western countries. By the way, the leaders of  the 
rival parliaments found common ground in 
promoting a search for a Libyan-Libyan solution, 
without mediation by external actors.    

The perception of  the UN-led solution was also 
compromised by a scandal, linked to the former 
UN envoy, who brokered the bulk of  the deal, 
Bernardino León. While performing his mission, 
León received an offer to become director of  the 
prestigious Diplomatic Academy in UAE, and he 
accepted it. Immediately, it was interpreted by 
the opposite camp as a sign of  his bias while 
hammering out a settlement. 

As an encouraging move, the UN Security 
Council unanimously voted a UK drafted 
resolution supporting the Skhirat document. The 
resolution, among other things, appeals to all the 
countries to support the future Libyan 
Government and calls for cooperation in 
countering human trafficking in Libyan waters 
and on high sea. This provision would allow 
attacks against some IS targets and detain 
watercrafts with illegal migrants.  

There are risks, however, for the implementation 
of  the deal. Some countries, leading from behind 
the frontline players, could play against it. Should 
it happen, the Skhirat deal might not pull Libya 

out of  the dead-end but, otherwise, complicate 
things even further.   

It came to pass that some politicians in the UK, 
France and Italy voiced support for a military 
operation in Libya. Could it be British 
grenadiers? Or Italian carabinieri? Or French 
Foreign Legion? If, yes, the question is: when? 
Within a six months timeframe? This winter? 
Leaked information points at the possibility of  
making use of  the Sigonella military base (Sicily) 
and of  the French base at Madama (Niger).  

The outcome of  such a multilateral involvement 
is also rather obscure. Simply try to figure out:  
Who will fight whom on the ground?  

Saudi Arabia: Moulding Alliances 
Amid Melting Oil Income 

One year after the enthronization of  King 
Salman, Saudi Arabia has enhanced its role as a 
center stage player not only on the global oil 
market but also throughout the Middle East. The 
modulations of  Saudi’s regional foreign policy 
are monitored and scrutinized with more zeal 
and apprehension than the behavior of  other 
main players, including the US, Russia, Iran, 
Israel, and even the increasingly unpredictable 
Turkey.  

That is due to a number of  overlapping factors, 
not fully positive for Riyadh.  Saudi Arabia kick-
started a chain of  crucial events in Libya, Yemen, 
Syria, etc. which did not evolve in the desired 
direction.  

The Kingdom looks with a growing suspicion at 
the gradual strengthening of  Iran, especially after 
the ayatollahs managed to patch up their quarrel 
with the international community over their 
controversial nuclear program.  

Saudi Arabia is currently trying to detach its 
foreign policy from the commitment to 
coordinate all the substantial moves with the US 
Administration and, eventually, assume more 
geopolitical autonomy.  

This is no easy task. To a certain extent, the 
Saudis are perceived by Western allies, especially 
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after the terrorist attacks in Paris in November, as 
aggressive promoters of  Wahhabism, the 
ultraconservative strain in Islam, while abstaining 
from putting up a fight against Islamic radicals 
and terrorists.  

The tarnished image is exacerbated by the 
accumulation of  economic worries linked to the 
falling oil prices, leading to additional constraints. 
The Kingdom’s budget deficit for 2015 amounts 
to $98 billion. It is less than projected by the IMF 
($130 billion) but it is no longer a sad one-off  
phenomenon but a trend supported for the 
second year in a row, although in 2014 the deficit 
was modest, $17.5 billion. Consequently, 
domestic petrol prices will go up by 40%; in the 
next 5 years subsidies for electricity and water 
would decrease; taxes will be raised on tobacco 
and some other commodity goods. The 
Kingdom is gradually lowering its dependence 
on oil export revenues:  today, they fill in the 
budget by 73% compared to 89% in 2014. For 
2016, the goal is to achieve the 70% threshold.  

Simultaneously, Saudi currency reserves have 
melted down in 2015, shrinking from $732 
billion to $644 billion. With no fast track to 
diversification of  sources of  revenues and given 
the current spending commitments, the reserves 
would disappear in 5 years, warns the IMF.  

At the very end of  December 2015, the King 
addressed the Majlis al-Shura (Advisory Council) 
and highlighted the need of  economic reforms in 
order to be able to diversify the economy, over-
dependent on oil revenues. That was perceived as 
the beginning of  the end of  a time-honored 
bonanza for the Saudi population, who got used 
to subsidized prices and other financial 
concessions.  

So far, the Government has no intention to limit 
oil production for the sake of  pushing up prices. 
Riyadh might not act until international 
sanctions are lifted from Iran and Iranian oil 
comes en masse to the global markets. What 
would be the impact on prices is unknown, with 
many energy analysts downplaying this factor 
and claiming it has been already accommodated 
in the current low price environment after the 
nuclear deal was reached last summer.  

Anyway, it is not clear for how long Saudi Arabia 
could sustain low oil prices. Diversification of  the 
national economy cannot be achieved overnight. 
Right now, as a consequence of  the multiplying 
challenges, Saudi Arabia seems to be eager to 
find a solution for regional crises, and the Syrian 
quagmire comes on the top of  the list.  

According to the Vienna deal on Syria (see aslo:  
”Will Iran Contribute To Regional 
Stability?”, EIRA, Volume 3, Issue 8/9 
August/September 2015) Saudi Arabia 
organized a meeting of  the heterogeneous Syrian 
opposition in order to formulate a common 
platform for future political negotiations with the 
al-Assad regime.  

The strongest, from the military standpoint, 
organizations (not only IS, but also Jabhat al-
Nusra and Ahrar al-Sham) were not invited, 
because they are considered almost unanimously 
to be terrorists. Kurdish groupings were also 
absent. At the end of  the day, the Saudi-
sponsored gathering did not elaborate a genuine 
approach/roadmap and produced nothing more 
than routine invectives against the regime in 
Damascus, with whom, as a matter of  paradox, 
they were supposed to negotiate a comprehensive 
political settlement.  

In mid-December another exceptional event 
happened in Riyadh. The strongman of  the 
regime, the deputy Crown Prince and Minister 
of  Defense, Mohammed bin Salman, informed 
the press of  the creation of  a Sunnite coalition to 
fight terrorism, presumably the IS, but without 
naming it as the key target. 

On paper at least, the new alliance looks 
powerful: 34 countries, from Sahel to Turkey 
(Pakistan and Malaysia were also announced to 
be part of  the coalition but later they denied it) 
committed themselves to fighting terrorists. The 
formidable union can showcase some mightiest 
armed forces in the MENA region, and even 
beyond.  

However, most of  the experts believe that there 
will no dramatic changes on the ground. The 
US-led anti-IS coalition comprised of  65 nations 
already exists, and Saudi Arabia is part of  it. Yet, 
only half  a dozen of  the coalition participants 
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sent military aircraft to the conflict zone and 
occasionally bombarded the terrorists’ targets. 
The US is acting basically alone. The Saudi 
airplanes executed few missions in Syria at the 
beginning of  the US-led operations, and then 
were grounded. In Iraq, no Saudi military 
aircraft was ever spotted. So far Riyadh seems to 
be completely absorbed with the war in Yemen, 
and does not have the possibility (or the desire) to 
commit its military to combat IS in full and in 
earnest.  

Other participants of  the Saudi-led coalition 
seem to be even less committed to the goal of  
fighting IS. If  so, is there any sense in the 
Riyadh’s initiative?  

Obviously, there is.  

First, it is aimed to showcase to Western partners 
some activity on the anti-terrorists’ front, 
especially in the context of  the suspicions that 
Saudi money and ideology is fuelling the jihadist 
movement. From a formal approach and a 
Western perspective, the move could be correct: 
only the Sunnite nations’ military would be not 
perceived by the local population as hostile, with 
no colonial legacy and no Christian roots as in 
the case of  peacekeeping missions in the region. 
After a year of  existence of  the US anti-IS 
coalition, the Americans were not very vigorous 
in bombing Caliphate’s depots and trenches, 
partly because they did not want to be perceived 
as a pro-Shiite, anti-Sunnite power.  

Second, Saudi Arabia is acting as an aggregator 
of  the Sunnite nations; its new coalition excludes 
the Shiite countries, Iran and Iraq, and a couple 
of  Sunnite countries considered unreliable, 
defying the Saudi Arabia’s primacy, namely the 
multi-confessional Lebanon, Oman, and Qatar. 
It proves the assumption that Riyadh wishes to 
assert itself  as an indisputable leader of  the 
Sunnite world, probably in view of  a potential 
gearing up of  the religious war in the Islamic 
world.  

Third, the move may be the first step in creating 
real Sunnite armed forces for hard-core 
operations on different battlefields. It may start 
with a hypothetical peacekeeping operation in 
Libya to prop up the new unified government, 

while Western powers would commit their air 
forces, and continued by  “boots on the ground” 
operat ions in Syr ia , presumably wi th 
collaboration from Bahrain, Qatar, and the UAE.  

The decision-making mechanism is supposed to 
be collective, but Saudi Arabia would certainly 
position itself  as the sole leader without asking 
for clearance or permit from the US. It is 
noteworthy that Washington was taken by 
surprise by the Saudi announcement of  the 
formation of  a new coalition. 

Fourth, the more realistic scenario seems to be 
the sharing of  intelligence and coordination of  
some activities on the ground. For that purpose a 
joint command would be set up in Riyadh, 
similar to a coordination center operated in 
Bagdad by Iran, Iraq, Russia and Syria. 

Remarkable enough is the claim of  the Saudi-led 
coalition to counter IS and other jihadists 
“ideologically”, whatever that means.  

In sum, the Kingdom tries to position itself  in a 
more appealing format, hoping to find a new and 
comfortable place for the day when the time will 
be ripe to end the wars and determine the shape 
of  peace (see also: “Saudi-Iranian war of  
words: prelude to Islam’s Reformation?”, 
EIRA, Volume 4, Issue 1, January 2016). 

Yet, the gradual exhaustion of  financial resources 
could derail this ambition and force Riyadh to 
limit demands and accept compromises, which, 
as of  now, are considered out of  the question 
being incompatible with the grand stature of  the 
number one OPEC oil purveyor to the world.  

Saudi-Iranian War Of  Words: 
Prelude To Islam’s Reformation? 

The tit-for-tat diplomatic sparring between 
Riyadh and Tehran in the aftermath of  the 
execution in Saudi Arabia of  Sheikh Nimr Al 
Nimr, a Shiite cleric known for his criticism of  
the authorities, has upped the stakes in the on-
going proxy wars between the two regional 
superpowers (in Yemen and Syria), which now 
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either directly encompass or collaterally affect the 
Muslim umma.  

It could be dismissed as mostly huffing and 
puffing with both sides wary of  crossing the red 
line and getting embroiled in hot hostilities, but 
this is no ordinary cloning of  a “Caribbean 
crisis” with Saudi Arabia and Iran standing 
“eyeball to eyeball” waiting to see who winks 
first. The current confrontation could be the 
interlude to the inevitable clash between the two 
main branches of  Islam, just like during the 
religious wars in Europe, to produce at the end 
of  the day (or decades) a cohesive faith 
compatible with the modern world. 

The initial fears that the two regional rivals, 
building geopolitical credibility on hydrocarbon 
riches (Saudi Arabia is in possession of  world’s 
largest crude oil production capacity, while Iran 
sits on world’s fourth-largest proved crude oil 
reserves), might be inching toward a full-fledged 
war were damped by sound arguments that the 
moment is most inopportune, if  not the worst 
possible.  

The oil-rich desert kingdom is at pains with 
sustaining low oil prices; it strains budget and 
diminishes currency reserves while the ultimate 
goal of  bankrupting American marginal shale oil 
producers remains as far away as ever. Iran is 
handicapped too, anticipating a return to oil 
markets with hopes of  ramped up production of  
around 500,000 barrels per day; Iranian 
ayatollahs are not in a better position than the 
House of  Saud to launch a war now which will 
definitely ruin plans to refill coffers, get some 
extra cash, and embark on the existentially 
indispensable path of  modernisation. 

The likelihood is, that if  missteps are avoided by 
both warring parties, Winston Churchill’s 
formula will be the guidance for Riyadh and 
Tehran: “Better jaw-jaw than war-war.” 

Moreover, speculations that oil markets are 
entering a volatile zone of  turbulence waned 
away against weak growth prospects in China, a 
strong US dollar, and continuous oil oversupply. 
After ejecting the “oil factor” from the equation, 
it is easier to see that Riyadh by making such a 

risky move, probably knowing and expecting to 
ignite the ancient animosity in the region, acted 
either out of  self-preservation or out a pragmatic 
calculation to unsettle the formally improved ties 
between Iran and the United States. 

“Self-preservation” implies worries about the 
followers of  Al-Nimr who came to prominence in 
the course of  Arab Spring-inspired protests by 
instigating unrest of  the Shia minority. It is no 
secret that although the Shiites constitute only 
5% of  the total populat ion, they are 
concentrated primarily in the Eastern Province 
with its plentiful oil fields, which makes the Sunni 
royal clan fidgety. Al-Nimr was reputed for his 
pathetic appeal for internal reforms, which 
invariably implied wider political freedom for the 
Shia minority.  

As for “pragmatic calculations”, the political 
strategists in Riyadh might be counting on an 
erratic, sort of  an “overkill” rebuff  from Tehran 
that would portray the ayatollahs as intrinsically 
bellicose, hard-line, and untrustworthy. By merely 
waging a war of  words, Saudi Arabia could, at 
least, unite all the Sunni regimes around the 
Custodians of  the Two Holy Mosques (see also: 
“Saudi Arabia is molding alliances amid 
melting oil income”, EIRA, Volume 4, Issue 
1, January 2016), and hopefully, at best, sour 
relations between the not-yet-desanctioned Iran 
and the West.  

This said, the diplomatic squabbling and sabre-
rattling between the unofficial leaders of  the 
Sunnite Muslims and the Shiites, Saudi Arabia 
and Iran, should be placed in the context of  a 
larger looming problem. The chromic lagging 
behind in terms of  economic, social and human 
development was linked by many responsible and 
benevolent observers to the inherent inability of  
Muslim orthodox regimes (in this respect, the 
secular Kemalist state in Turkey served, until 
recently, as a conspicuous successful alternative) 
to embrace the fast-track global or regional 
integration and/or interaction. The latter has 
produced (sic!) such phenomena as “Asian 
dragons”, “newly-industrialized countries”, 
“emerging economies”, etc.  

Depending on a particular country, the 
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intertwined dependence and complicated 
relationship between the dominant religion and 
the state in the MENA region has been viewed by 
secular scholars as a handicap. Whether they are 
right of  wrong, the unemotional mission of  
survival in an accelerating globalist environment 
demands from nations to piece together a 
competitive economic model with a sustainable 
potential of  growth. In the case of  many Muslim 
countries, once again, in the MENA area 
(counting out, for instance, Indonesia, Malaysia, 
Brunei, etc.) the religious in-built restraints have 
proved to be more of  a liability than of  an asset. 

Actually, the unleashed verbal hostilities between 
Saudi Arabia and Iran (ayatollah Ali Khamenei 
warned the Saudis of  “divine revenge”) are 
neither motivated by religious dispute over the 
successor to Prophet Muhammad, nor driven 
solely by regional rivalry. It looks more as a 
prelude to the long overdue reformatting of  
pious moral truths and rituals. Reformation in 
Islam seems to be dawning.  

Who would become the analogue of  Martin 
Luther for the Muslims? Who would dare to 
phrase and codify the equivalent of  “95 Theses” 
to update and upgrade Islam? Who would 
eventually bridge or at least narrow the gap (and 
the schism) between the Sunnites and the Shiites? 
These are multi-billion oil barrels’ questions. 

Small Is Beautiful, But Not When 
You Count Azeri Gas 

Recently, Azerbaijan, a Caspian offshore country 
of  9.6 million people, has found itself  in a 
delicate position. Geopolitical games of  bigger 
powers in the region and beyond have demanded 
from Baku to make an awkward choice it would 
prefer to avoid under any circumstances. The 
blessing and the scourge of  Azerbaijan are its 
hydrocarbon resources, mainly the vast riches of  
natural gas.  

It could have been a clear win-win situation for 
Azerbaijan, were it not for its involuntary 
implication in the regional dormant or frozen, 
and gearing up conflicts.  

Firstly, Azerbaijan has a bitter territorial dispute 
with Armenia about the Nagorno Karabakh 
enclave. During the Soviet times, this territory 
was, from the administrative point of  view, a 
district of  Azerbaijan populated mainly by the 
Armenians. In the course of  a bloody conflict in 
the early 1990s, the Azeri residents were ousted, 
and now Nagorno Karabakh is referred to as a 
“breakaway Azerbaijani region.”  

Secondly, Azerbaijan is impacted by the 
ongoing conflicts in the Middle East, which is 
literally ‘next door.’ So far, the Islamic 
radicalization spearheaded by Sunnite extremists 
didn’t reach the country, mostly because of  the 
appurtenance of  its citizens to the Shiite branch. 
However, Azerbaijan was affected by the conflict 
between Turkey and Russia after the Turkish Air 
Force shot down a Russian bomber carrying out 
a strike mission against Syrian anti-governmental 
forces close to the Syrian-Turkish border.  

Instinctively, Azerbaijan sympathizes with 
Turkey, a country of  similar ethnical roots, 
legacy, and language. On the other hand, 
economic and human links with Russia remain 
solid, and Baku doesn’t want to go through the 
same deplorable experience of  Georgia or 
Ukraine caused by winding up cooperation with 
Russia. 

Azerbaijan leadership skillfully performs a 
carefully calculated balancing act to preserve 
good relations with everybody. At the same time, 
it is very sensitive to external pressure. When last 
year some European institutions reprimanded 
Baku for a poor human rights record, the rebuff  
was tougher than anyone would have expected. 
President Ilham Aliyev rebuked not just the 
concrete criticism but “Western values” claiming 
that Azerbaijan could well live without them. 

Baku showed its displeasure of  the absence of  
European leaders at the opening ceremony at 
First European Games in June 2015. That EU-
Azerbaijani brief  war of  words should be 
counted as the third ongoing risk accumulation 
problem.  

In the middle of  the negotiation table, amid the 
bargaining chips, there are the Azerbaijani gas 
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resources. Turkey, Europe and the US are 
viewing them as the key element in the energy 
diversification strategy. Could it be a solution? 
The answer is Yes, but only partially. Azeri gas 
resources, found at the bottom of  the Caspian 
Sea, are not as huge as perceived by non-experts 
(40 years of  sustained production will bring 
about the expiry and closure date). The offshore 
location makes gas technologically difficult to 
extract and the whole procedure is costly. 
Additionally, the production can be maintained 
only in the absence of  strong winds and storms. 
If  weather conditions become “unfriendly”, all 
works have to be halted. This ‘peculiarity’ of  
Azeri gas production does not make it stable and 
reliable enough.  

Nevertheless, it is apparent that Azerbaijan will 
be able to honor the commitment to ship 16 
bcma to Turkey and Europe; gas will be delivered 
through TANAP/TAP pipeline after 2018, and 
end up in Italy. Supplying additional volumes 
(planned for 2023) is problematic, although the 
“surge” has been promised and the commitment 
has been signed and sealed.  

Contrary to what the paper says, Serbian Prime 
Minister, Aleksandar Vučić, recognized recently 
that his negotiations with the President of  
Azerbaijan, Ilham Aliyev, revealed the sad truth: 
Baku, basically, has no extra gas to offer this 
Balkan country.  

Low oil prices resulting in lower gas prices put 
new projects at risk. Delays in final investment 
decisions (FID) have become common. For the 
record: the FID on Shah Deniz-2 project was 
originally also postponed.  

An additional negative factor of  low prices could 
be the loss of  competiveness of  Azeri gas, which 
is more expensive to produce than the Russian or 
the Iranian gas. It would create problems, 
especially for Turkey where gas demand growth 
is the second highest in the world, trailing only 
China. 

In January-November 2015, Azeri gas exports 
plummeted by 2.1%, or 7.6 bcm. The State oil 
and gas company SOCAR in the same period 
produced less gas than a year before (-4.9%). 
Cuts in spending were the natural remedy. 

Simultaneously, SOCAR called on Russian 
Gazprom to discuss gas imports. The last round 
of  talks took place in St. Petersburg on 
December 25. Neither side is revealing details.  

Stuck in a delicate situation, Baku will most 
certainly try to keep a low profile and to stay on 
good terms with all neighbors no matter what, 
even if  Turkey decided to re-ignite the sleeping 
conflict over Nagorno Karabakh to create 
trouble in Russia’s soft underbelly. Lacking 
“strategic depth” in terms of  cheap and 
abundant gas reserves, alternative routes of  
delivery to alternative markets, strong and 
unambiguous allies, and burdened with at least 
three complicated conflicts, Azerbaijan will have 
to play it safe.   

  
Why Should SE Europe Bother 
About Nord Stream 2? 

In the days of  yore, long before common values, 
originally born on the stony terrain of  Attica in 
Greece, were embodied in the conceptual pillars 
of  the European Union, southerners, by 
definition, would not care too much of  what 
northerners were up to, planned or did. Not any 
longer, despite the rather disappointing 
experience of  relieving Greece in a ‘collective’ 
effort from financial woes it was not the only one 
responsible for. Today, tackling energy security of  
South East Europe and Greece too, we better 
watch closely the debates and disputes 
embroiling the EU northern member states. 

At the end of  last November, seven EU Energy 
Ministers representing Poland, Romania, 
Hungary, Slovakia, Lithuania, Latvia and Estonia 
sent a letter to the European Commission sharing 
their deep doubts and concerns over the 
commercial rationale and legal wholesomeness 
of  the Nord Stream 2 gas pipeline project.  

As reported, the NS 2 will be implemented by a 
project company, Nord Stream 2 AG, registered 
in Zug, Switzerland, serving as an umbrella 
business entity for a consortium of  European 
companies. The consortium brings together 
Russian Gazprom, two German energy majors, 
E.ON and BASF/Wintershall, Austrian OMV, 
French ENGIE (former GDF SUEZ), and Royal 
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Dutch Shell. The concept is based on 
constructing the third and fourth branches in 
addition to the existing two strings of  Nord 
Stream 1, and eventually double the combined 
throughput capacity up to 110 bcma. Since NS 2 
is planned to come on stream by the end of  2019, 
these gas volumes could be already taken into 
account in drafting national energy balances, at 
least in North West Europe. But is it fair? 

Yet, NS 2 is not a given. Powerful lobbying efforts 
of  the seven EU countries might well derail the 
whole project. The number one argument rests 
on the premises that the four strings of  Nord 
Stream would leave Ukraine out in the cold, 
depriving it of  the status of  the main transit 
country for Russian gas. Subsequently, the 
government in Kiev would lose a lot of  money, 
coming from transit tariffs, and its gas 
transportation system would “risk infrastructure 
degradation”. 

The second argument was apparently put 
forward by Slovakia facing a similar reduction in 
revenues from transit tariffs. The NS 2 will 
devalue Slovakia as an intermediary. The third 
consideration concerns the prospect that “entire 
volumes of  Russian gas imports enter the EU 
through North-Eastern Germany”, which is 
worrisome given the reverse flow capacities, from 
the West to the East, are presently limited. The 
fourth and the fifth clauses focus on the need of  
NS 2 to be in “compliance with the EU laws.” 

The letter to the main executive body of  the EU 
was supposed to be signed originally by ten 
member states, but the Czech Republic, Bulgaria 
and Greece defected in the last minute. Why? 
The reasons could be manifold, but basically boil 
down to self-serving energy egoism since the EU 
institutions failed so far to offer a viable 
alternative to the traditional supplier of  pipeline 
gas. 

There can be no rejection of  European solidarity 
with Ukraine, embodied in the common foreign 
policy. However, energy experts have indicated on 
many occasions that despite the strong-worded 
warnings by Gazprom to cease all shipment of  
gas through Ukraine after the current contract 
expires in 2019, certain volumes will be still 
pumped westward along this route. Gazprom 
CEO Alexey Miller was quoted in the media 

saying that negotiations with Kiev on a new 
agreement for the period after 2019 were not 
ruled out. If  it stands, Slovakia will not be cut off  
the assured transit revenues. 

The argument that Germany will eventually 
acquire the omnipotent status of  a pan-European 
gas hub is more difficult to dismiss. This time the 
assembly of  dissidents is not confined to East 
Europeans. Italian Prime Minister Matteo Renzi 
attacked Germany for a double standard policy:  
Berlin was largely behind the European 
Commission’s opposition to another pipeline 
project pushed forward by Russia, South Stream, 
which would have benefited Italy in a clear and 
direct way, but was canceled on 1 December, 
2014. 

“So we say no to South Stream and then all of  a 
sudden, quietly, we discover that there’s Nord 
Stream,” Renzi took to the offensive. “Who 
decided? Is that an EU energy policy choice? At 
the table, when I raised it, only Germany and 
Holland defended it. I understand this is 
important business, fine, I’m not scandalised — 
but I want to say either the rules apply to 
everyone, or no one.”  

The comments in the European media 
interpreted the verbal escapade by Renzi not as a 
“no-go” verdict for Nord Stream 2, but rather as 
an advocacy of  the revival, if  possible, of  the 
abandoned South Stream project. Meanwhile, 
Friedbert Pflüger, former German state secretary 
and current director of  the European Centre for 
Energy and Resource Security, writing in 
Handelsblatt, claimed it was in the interests of  
the EU to have more rather than less energy 
infrastructure, and not to alienate traditional 
suppliers, given that no one had suggested a 
verifiable alternative.  

For the record, on 18 December, the Federal anti-
trust agency of  Germany (Bundeskartellamt) 
approved the acquisition of  stakes in the Nord 
Stream 2 AG by the European energy majors 
(Wintershall, E.ON, ENGIE, OMV, and Royal 
Dutch Shell).  

Once again, reviewing the objection of  the East 
European “G7”, it places the blame on the 
European Commission for not putting in place, in 

VOLUME 3,  ISSUE 4 APRIL 2015VOLUME 3,  ISSUE 9 SEPTEMBER 2015VOLUME 3,  ISSUE 8/9 AUGUST/SEPTEMBER 2015VOLUME 3,  ISSUE 10 OCTOBER 2015VOLUME 3,  ISSUE 11 NOVEMBER 2015VOLUME 3,  ISSUE 12 DECEMBER 2015VOLUME 4,  ISSUE 1 JANUARY 2016



AN INDEPENDENT MONTHLY REVIEW	 "12

due time, sufficient West to East reverse flow 
capacity. The decision to expand the gas 
transportation network was taken soon after the 
disruption of  Ukraine gas transit in 2009. Time 
to take to task those responsible for the EU’s 
security of  supply.  

The same yardstick must be applicable to the 
reverse flows in the EU from North to South, and 
backwards. It relates to the state of  play on the 
energy markets of  South East Europe. Today, for 
SE Europe and Greece cannot afford to take a 
layback attitude. Monitoring with due diligence 
all the developments (and intrigues) in the 
intricate relationship between energy providers 
and energy consumers across Europe is not a 
caprice but a necessity. 
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