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Letter From The Editor

         What are the most likely repercussions for South 
East Europe’s energy security after the somewhat 
ambiguous reconciliation between Ankara and 
Moscow has re-activated the Turkish Stream pipeline 
project? Will it challenge EU energy directives? Will it 
drive another wedge into the alliance of nations loyal 
to the concept of an ‘energy union’ and undermine 
solidarity? Does it really matter or it is not worth 
consideration? Is it a challenge or an opportunity? 

     EIRA attempts to assess the risks of the Ankara-
Moscow energy relations, as well as the recent 
developments in the energy sector of Saudi Arabia, 
Iran and Libya. 

For more information please visit eiranews.com. 

Yours Sincerely,  

George Hatziioannou 
Editor 
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Saudi Arabia Facing A ‘Failed 
State’ In Yemen 

In August, fighting in Yemen resumed following 
the collapse of  peace talks, which started on 18 
April in Kuwait. All throughout that period, war 
in this abysmally poor and thoroughly devastated 
Arab country was not put on hold but proceeded 
as if  placed on a back burner.  

International media would not prioritise the 
developments with the exception of  ‘breaking 
news’ focused on bombardment of  a hospital or 
a school by the Saudi-led Arab coalition. Most 
events of  this war on the periphery of  global 
attention remained unrecorded by TV cameras.  

The conflict in Yemen started as an internal strife 
that degenerated into a civil war, which acquired 
an international dimension during the Arab 
Spring, followed by the direct military 
intervention of  Saudi Arabia.  

Yemen has never been a fully unified country (it 
was formally reunited in 1990), divided between 
the North and the South, between tribes and 
branches of  Islam. However, for decades the 
Saudi Kingdom maintained control over its 
neighbour. The war breached the equilibrium, 
and for now, all actors are stuck in a stalemate, 
with the Saudis entrapped in a messy quagmire.  

Other players seem to be no less uncomfortable 
with the current situation. Who are the parties to 
the conflict?  

Inside the country there are 4 main actors: the 
former President, Ali Abdallah Saleh, supported 
by some fractions of  the army; the Saudi-
supported President Abdu Rabbu Mansour 
Hadi, elected after an internationally brokered 
deal but later ousted, who may count on the 
support other segments of  the disunited military; 
the Houthi rebels who are now in control of  
Sanaa, the capital; the Al-Qaeda on the Arabian 
Peninsula, or AQAP, one of  the most powerful 
branches of  the radical Islamic jihadists, now in 
control of  a large chunk of  Yemen’s East.  

Last year, some Islamists declared allegiance to 
another radical branch, the Islamic State or 
Daesh, in Arabic.  

Some Sunnite tribal militias also are acting under 
the banners of  radical ideology but they control 
limited patches of  land and are not ready to fight 
the Houthis in other parts of  the country.  

An Arab coalition led by Saudi Arabia and 
composed almost of  Saudi armed forces is 
fighting on the side of  Mr. Hadi. They declare as 
their ultimate goal the implementation of  the 
UN Security Council Resolution 2216 calling for 
the end of  the war and the return of  Mr. Hadi to 
Sanaa in order to elaborate a new political future 
for Yemen, acceptable to all warring parties.  

Iran is tacitly supporting the Houthis, although 
not on a large scale. The US is delivering arms, 
ammunitions, and providing intelligence to its 
Saudi ally and declares as a strategic goal the 
fight against AQAP. However, the Americans feel 
uncomfortable due to the erratic way Riyadh is 
handling the war, marred by civilian casualties, 
and are also apprehensive of  the final outcome.  

Mr. Saleh was in power for 33 years and was able 
to control the country, often applying brutal 
leverages, and to accommodate the powerful 
Saudi neighbour. On the economic side, Yemen 
under Saleh was heavily dependent on Saudi 
Arabia. The Houthi rebellion started in 2004. 
This ethnic group is living in the Northwest of  
the country and they are Zaydis, a branch of  
Shiite Islam. Mr. Saleh, albeit also a Shiite, was 
fighting them. It is assumed that Iran had started 
to stir the Houthis as early as 2009.  

During the Arab Spring, there was a strong 
popular movement against the then President, 
supported by regional Sunnite powers, which 
ended with a political compromise. Mr. Saleh 
abandoned his high post; he was not persecuted 
and remained in the country. A new President, 
Mr. Hadi, a Sunnite, was elected.  

But in the destabilised country President Hadi 
was not able to handle the plethora of  problems, 
and to rule in an inclusive way. The Houthis 
launched an attack on Sanaa in September 2014. 
Mr. Hadi and his Government fled to Saudi 
Arabia. The rebels and Mr. Saleh forged an 
alliance. In March 2015, on request of  Mr. Hadi, 
the Saudis started a military operation in Yemen 
and blocked the Houthis advance on Aden, the 
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big port in the South of  Yemen. The frontline 
was moved to the North. The city of  Taizz has 
turned to be the main combat zone, and still is. 
The Houthis are still shelling the Saudi territory 
across the border. From mid-July, the intensity of  
fighting in the border zone had dramatically 
reached the levels of  2015. Basically, no warring 
party is able to win this war.  

The US Special Representative, Mr. Ismail Ould 
Cheikh Ahmed, was trying to find a way to stop 
the conflict. Peace talks between the two sides 
started but failed to culminate in a deal, so far.  

The Governmental side, finally, accepted a plan 
to end the hostilities, exchange prisoners, and 
create groups of  monitors to supervise the 
ceasefire and access to humanitarian aid.  

The opposition declined to accept such a political 
settlement, rejected the idea of  a provisional 
Government, ceasefire and other security 
measures. At the end of  July, the rebels 
proclaimed their desire to form a new 
Government of  their own, which was qualified as 
a provocation by the opposite side and its 
backers. 

The situation is complicated by a personal factor. 
Mr. Saleh is under UN sanctions; he doesn’t want 
to leave Yemen and, apparently, would prefer to 
deal directly with the Saudis. Part of  the 
Government, now residing in Riyadh in exile, 
heavily supported the Saudi intervention in 
Yemen and for this reason would not be accepted 
back to the country by a huge proportion of  the 
population.     

The talks could be resumed in a months time in 
Oman. The US has a plan of  its own, as it was 
made clear during the visit to Riyadh by 
Secretary of  State John Kerry. However, all 
diplomatic contacts do not engage the jihadists, 
who are officially termed “terrorists”, although 
on the ground the reality might be different. 
Anyway, before the war the US and the 
Government of  Mr. Saleh were conducting 
military operations against the AQAP, in 
particular, widely using American drones. 
Furthermore, jihadists, but also the Houthis are 
non-state entities, so they feel free from the 

tannest of  international rulings, including those 
passed by the UN.  

In the ongoing Yemeni war, it is Saudi Arabia 
that faces most of  the heat. The Kingdom started 
the intervention after King Salman was 
enthroned. He promoted to the top one of  his 
sons, Prince Mohammed bin Salman, who is 
deputy Crown Prince and the mighty Minister of  
Defence. In fact, he is the one who is conducting 
the Yemeni war.  

The Saudis are obsessed by Iran’s and Shiite 
growing influence in the region and are fixed on 
blocking these advances by all means, including 
proxy wars, mainly in Syria and in Yemen. In 
Yemen, Riyadh opted for a direct involvement, 
since the large Arab coalition remained mainly a 
paper construct. The Kingdom records huge 
military spending ($82 billion a year, according to 
the International Institute for Strategic Studies), 
having the third largest military budget in the 
world, right after the US and China. It represents 
13% of  the country’s GDP!  

However, the all-out offensive of  the Saudi 
supported armed forces against the Houthis and 
Mr. Saleh’s coalition was able only to drive them 
away from the South of  the country. The state of  
play on the battlefield is in a stalemate. A limited 
Iranian support is enough for the Houthis to be 
in control of  the situation. Rebels enjoy popular 
support and are able to rally huge crowds, as it 
can be seen in TV reports from Sanaa. The true 
winners seem to be the jihadists, who are 
profiting from the ongoing conflict.  

Saudi Arabia is now looking for an exit strategy 
not to lose face. However, the Kingdom seems 
not to have a good recipe of  how to un-cook the 
brewing venom broth: there is no military 
solution; attempts to isolate and to cut the rebels 
from the supplies were futile; negative perception 
of  Saudi’s involvement in the war due to 
“collateral damage” through inaccurate bombing 
campaign leading to loss of  civilian lives; 
strengthening of  radical Islamists; huge costs of  
fighting a war in a period of  low oil prices.  

Riyadh is also wary of  the prospect that its 
Southern neighbour might become a kind of  a 
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second Libya, a failed state, with no central 
power but with unruly militias and risk of  huge 
numbers of  refugees. In Yemen, out of  27 
million of  overall population 2 million persons 
have been displaced. The Saudis do not want to 
see Yemen reunited under the Iranian 
protectorate. However, some Kingdom’s officials 
have called the Houthis “neighbours”, and have 
foreseen, if  not reserved a place for them in a 
transitional Government.  

So far, Saudi casualties in Yemen were low and 
the Saudi society is treating the war from a 
patriotic standpoint. But the Kingdom cannot go 
on dragging its feet in shaping a post-war 
settlement in Yemen. Riyadh has to decide: 
either to escalate the conflict, or opt for a 
compromise or to resign to the fact of  the de 
facto partition of  Yemen with parts of  the 
country under the control of  Saudis’ enemies.  

Turkish Stream Discovers Life 
After Coma 

What are the most likely repercussions for South 
East Europe’s energy security after the somewhat 
ambiguous reconciliation between Ankara and 
Moscow has re-activated the Turkish Stream 
pipeline project? Will it challenge the EU energy 
directives? Will it drive another wedge into the 
alliance of  nations loyal to the concept of  an 
‘energy union’ and undermine solidarity? Does it 
really matter or it is not worth consideration? Is it 
a challenge or an opportunity? 

For the moment, the implementation of  the 
project stepping into the shoes of  the defunct 
South Stream is far from being ascertained. Yet, 
pre-emptive review is appropriate. Should the 
Black Sea offshore infrastructure materialize, 
even in its current scaled-down design, it might 
impact the breakdown of  energy imports of  the 
south East corner of  Europe having negatively 
affected the prospects of  Azeri pipeline gas 
deliveries as well as Qatari and US-shipped 
LNG. 

The re-emergence of  Turkish Stream on the 
agenda came as a bit of  a surprise. The downing 
of  a Russian Su-24 military airplane by the 
American-built Turkish Air Forces’ fighter has led 

to bi-lateral relations nose-diving to a historical 
low. The usual SWAT analysis suggested that the 
‘personalization’ of  politics in both countries 
where the two leaders, Erdogan and Putin, lean 
toward a heavy-handed style of  governance, 
would prevent Turkey and Russia patch up the 
quarrel soon enough, and it would have a long-
lasting effect for the regional affairs and, in 
particular, the geo-politics of  energy. 

Right after the shooting of  the Russian jet that 
violated the Turkish air space for 17 seconds, 
political contacts were immediately frozen. 
Infuriated Kremlin introduced a plethora of  
economic sanctions. Moscow has hit hard 
Turkish construction companies operating in 
Russia with contract’s portfolio worth more than 
$10bln, barred Turkish food products from 
domestic market and banned charter flights thus 
drying out the steady tourist flow (some 3,5 
million Russians vacationed at Turkish sea resorts 
in 2015). 

The retrospective survey of  the routinely 
turbulent relationship between Turkey and 
Russia, which have fought at least 10 wars 
throughout history, leaves no surprise that their 
continuous attempts to establish a more or less 
conflict-free cooperation in the strategic areas 
have seen many ups and downs. 

However, it was a conspicuous sign that neither 
side wished to rupture the fabric of  the lucrative 
interaction on the energy dossier: Neither the 
Akkuyu NPP to be constructed by Russian 
Rosatom in the Mersin province, nor the Turkish 
Stream, spearheaded by Russian Gazprom, was 
ever mentioned by Moscow as a possible target 
of  punishment. All throughout the seven months 
of  the mini Cold war between the former time-
honoured adversaries, responsible energy-related 
officials in Ankara and Moscow carefully avoided 
sounding a death knell for the mega projects. 

A Turkish analyst, Hakan Aksay writing for for 
T24 Yazarlari while noting that Moscow did not 
consider closing down its embassy and rupturing 
diplomatic ties emphasised that interaction in the 
energy sector, crucial to both countries - Turkey 
is the second largest purchaser of  Russian natural 
gas right after Germany, was low-key but not 
abandoned even in the months following the 
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incident. 

For Turkey, the rationale of  welcoming Turkish 
Stream is evident. First of  all, the on-going 
campaign in the European Union to diminish the 
dependence on Russian gas, which has been on 
top of  the agenda for almost a decade, has not 
convinced policy-makers in Ankara that the end-
result equals a viable substitute to Gazprom’s gas. 
This viewpoint is supported by local experts’ 
community. 

For instance, in the wake of  the cool-off  of  
relations with Russia, Necdet Pamir, expert on 
energy policy who lectures at Bilkent University 
in Ankara, and, as a matter of  fact, who is a 
staunch critic of  the government’s flirtationship 
with Gazprom, analysed the options for Turkey 
to source gas from alternative purveyors.  

Currently, in Turkey “there is no infrastructure - 
whether an existing pipeline or LNG facility - 
available to import “alternative” LNG from 
Qatar or import “additional gas” from 
Azerbaijan or “non-existent” gas from the 
northern region of  Iraq”, Pamir concludes. 

Moreover, the LNG option for Turkey is more 
than simply wishful thinking, intones Pamir 
evaluating the option of  Qatari LNG supplies. 
Pivot to Qatar is hardly compatible with the 
cash-strapped budget since it would “seriously 
overburden Turkey's already fragile economy, 
since it would be significantly more expensive 
than Russian gas. Poland is a concrete example: 
It tried to diversify away from Russian gas and 
turned to Qatar as an option but was frustrated 
by the ultra-high price.” 

The second motive of  the Turkish leadership is 
rooted in the fear that after 2019 gas transit 
across Ukraine would be either halted altogether 
or significantly curtailed by Gazprom. Part of  the 
imported gas volumes Turkey receives through a 
segmented pipeline network running across 
Ukraine as well. The dense uncertainties over the 
outcome of  the crisis in Ukraine adds to the 
inclination of  Ankara ‘to play it safe” and ensure 
a troubles-free delivery of  Russian gas. Besides, in 
case of  direct deliveries across the Black Sea 
there would be less tariff  fees to be paid to transit 
countries, and subsequently Gazprom could be 

pressured to lower the final price of  gas for the 
Turkish wholesale purchasers. 

So far, Ankara envisages the construction of  only 
one string of  the pipeline, which is enough to 
substitute the current deliveries across the 
Ukra ine -Roman ia -Bu lg a r i a rou t e and 
complement gas flowing through the Blue 
Stream pipeline. It is far less than the recently 
discussed plan to ship 32 billion cubic meters per 
annum (bcma). 

Apparently, it is also a pale copy of  the original 
grandiose ambition of  the South Stream project 
envisaging four strings with a throughput 
capacity of  63 bcma. The cautious approach 
taken by Ankara is a reflection of  the dire state 
of  understanding between Turkey and the 
European Union. It is also the strong echo of  the 
EU opposition to South Stream, which finally 
derailed the endeavour. 

Nevertheless, the rapprochement of  this summer 
might be treated as a game changer. What’s 
more, European and Turkish media have taken 
due notice of  the letter sent by the President of  
the European Commission Jean-Claude Juncker 
to Bulgaria’s President Boiko Borisov. The head 
of  the EC renders words of  support for the 
concept of  the Balkan gas hub in Bulgaria and 
does not exclude the deliveries of  new gas 
supplies from Russia “provided it is in full 
conformity with the EU regulations.”  

Noteworthy, immediately after, Borisov placed a 
telephone call to Kremlin, informed Putin of  this 
new flexible stance taken by the European 
Commission and reminded that Bulgarian sea 
ports of  Varna and Burgas have the stockpiles of  
pipes originally placed there to build South 
Stream. Later, Kremlin’s spokesperson said 
Moscow does not pit Turkish Stream against 
South Stream, and both have the right to be 
properly considered (and implemented?). 

The offshore pipeline across the Black sea could 
“branch out” in two directions with one string 
going to Turkey and the other to Bulgaria, 
Aleksei Grivach, Deputy Director of  National 
Energy Security Fund (Moscow), commented on 
the news. The second string would end up on the 
seashore of  Bulgaria, that means in the 
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European Union.  

At present, according to Grivach, the EU might 
be reluctant to receive gas from Turkey serving as 
a transit hub because it would give Ankara to 
much leverage on energy supplies’ issues. This is 
probably the reason why Brussels has fine-tuned 
its position on the re-incarnation of  South 
Stream landing in Bulgaria. 

If  these factors eventually prop up the project of  
a westward bound seabed pipeline, then Turkish 
Stream and probably Bulgarian Stream, or 
whatever name is bestowed on it, should not be 
dismissed as a phantom from the closet. Since 
Turkish Stream has discovered life after coma, at 
least on paper and in public pronouncements, it 
would be expedient to take these developments 
into account when forecasting South East 
Europe’s energy security. 

Erdogan’s Double Game 
The Price Of  Abrasive Offensive At Home And In Syria 

The mammoth task to find a solution to the five-
year civil war in Syria and simultaneously destroy 
the caliphate-masons from the radical Islamic 
State (Daesh/ISIS) has become even more 
complicated with Turkey launching a full-fledged 
invasion to crush, reportedly, both the IS and the 
Syrian Kurd’s paramilitary forces. 

Turkey’s military operation in the neighbouring 
country coincided with the on-going purges 
initiated by the authorities at home. So far, 
around 50,000 people from various walks of  life, 
judges, law-enforcing officers, academic figures, 
were rounded up, sacked or suspended from their 
positions. Opponents claim Turkish President 
Recep Tayyip Erdogan is conducting a “witch 
hunt” and pursues his long-cherished goal of  
consolidating his authoritarian rule. 

The large-scale ‘cleansing’ of  the political class 
aimed at eliminating activists of  the Hizmet 
movement (an Islamic transnational religious and 
social movement led by Turkish preacher 
Fethullah Gulen, residing since 1999 in the 
United States), allegedly responsible for the 
aborted coup d’état in mid-July, has enhanced 
tension within the society triggering accusations 

of  gross violations of  human rights and a major 
setback for democracy. 

In a controversial move the lawmakers have 
jump-started the re-introduction of  capital 
punishment for grave crimes. “My nation wants 
the death penalty,” Erdogan claimed. “That is 
the decision of  the Grand National Assembly of  
Turkey.” 

While the up-shifting of  the long brewing feud 
within the elites and social groups, pitting 
moderate (whatever that means) Islamists from 
the ruling Erdogan’s AKP party and secular 
Kemalists and pro-Kurdish activists, has not 
provoked a backlash from the West, the 
escalation of  military actions in Syria might add 
complexity to conflict-resolution efforts of  the 
regional and global actors and aggravate ever 
further Turkey’s relations with the outside world. 

Erdogan is taking pre-emptive measures to 
prevent the Kurdish militant group PKK to instil 
control over a large patch of  land in the north of  
Syria bordering Turkey. Ankara fears not only 
trans-border terrorist attacks by PKK militants 
but the most likely institutionalisation of  Rojava 
(Western or Syrian Kurdistan), the proto-state of  
the Syrian Kurds, self-proclaimed on 17 March 
this year, emerging from the already de facto 
autonomous region.  

If  taken at face value, Erdogan wants solely to 
force the Syrian Kurdish Democratic Union 
Party (PYD) to withdraw to the east of  the 
Euphrates. It would create sort of  a ‘sanitary 
cordon’ to prevent Kurdish radicals from using 
the borderland as a stronghold and base for 
launching terrorist attacks on the territory of  
Turkey.  

It is all too probable that President Erdogan 
means what he says, or at least believes it. Those 
whom he calls “terrorists” are now being “picked 
up one by one” by Turkey's security forces. 
“They will all be cleansed out like a cancer cell. 
We will find them and punish them,” Erdogan 
pledged. His supporters cheered.  

However, the rising death toll among the civilians 
in the Kurdish villages in Northern Syria 
resemble more and more the case when political 
and military leadership will have ultimately to
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offer apologies by using the NATO-coined 
expression “collateral damage” implying the 
unintended murder of  non-combatants. 
Cleansing is failing to be selective, as promised. 

Moreover, the intrusion into Syria placed Ankara 
on a collision course with Washington that backs 
Syrian Democratic Forces (SDF), which 
incorporate Kurdish militia, among them 
People's Defense Units (YPG). Turkey operates 
on the premise that YPG is either an offshoot or 
an affiliate of  PKK that has been fighting a 
protracted war of  terror against Turkey with the 
goal of  gaining statehood for the Kurds by slicing 
a large chunk of  South East Anatolia. The long 
list of  casualties in this war is absolutely 
appalling.  

Since YPG militia proved to be one of  the most 
efficient military forces to resist the spread of  IS, 
the United States have unofficially welcomed 
Syrian Kurds into the anti-IS coalition. YPG has 
been coordinating its activities with the sorties of  
the US military jets and operations of  the US 
special task units. This implausible alliance of  the 
Americans and Syrian Kurds has infuriated 
Ankara and added venom to its already strained 
relations with the US.  

The complex nature of  the new abnormality in 
the Syraq (Syria plus Iraq) crisis can be illustrated 
by simply this element of  the equation: Turkish 
army is killing Syrian Kurdish militia that are 
successfully fighting the Islamic State militants 
who have been recently targeted by Ankara as yet 
another formidable foe and who are sworn 
enemies of  the United States that support Syrian 
Kurds and are committed to honour Turkey, 
which started systematic annihilation of  the 
Syrian Kurds, as a NATO member and ally. 
Confused? 

By vowing to “destroy terrorists“ and launching 
hostilities on the sovereign land of  a sovereign 
nation Erdogan has upped the ante in the re-
carving of  boundaries in the Levant region. In 
this region, as it has been proved throughout 
centuries, old grievances are hard to put to rest. 
They keep motivating distressed people to join 
the ranks of  radicals and seek violent solutions to 
disputes.  

No less worrisome is the strong anti-American 
sentiment that received additional feed of  
prejudiced animosity after Washington 
awkwardly handled its post-coup dialogue with 
Ankara. Although the United States vehemently 
denied having had any hand or prior knowledge 
of  the ill-conceived coup, many Turkish citizens, 
not necessarily of  the pro-Erdogan standing, 
share the suspicion that there was at least the 
Pennsylvania connection (Gulen, the arch-enemy 
of  Erdogan resides in this American state).  

The official media played up to the utmost 
conspiracy theory emboldened by Erdogan’s 
claim that the coup d’état was part of  a bigger 
international plot while calling Gulen a “pawn” 
controlled by a greater “mastermind”, evidently 
meaning the US administration. In a blunt 
message of  irritation, the Turkish strongman 
passed his verdict: “Unfortunately, the West is 
supporting terrorism and stands by coup 
plotters.” No wonder, in the American media it 
created a barrage of  negative assessment of  
Turkey as an untrustworthy NATO ally with a 
definition of  Erdogan as a ruthless tyrant.  

Basically, the West missed the opportunity to soft-
pedal the abortive coup and tickle the ego of  the 
new sultan. From a tactical point of  view, it was a 
mistake that will entail adverse ramifications. 
“The experience of  losing the Ottoman Empire 
t o e t h n i c n a t i o n a l i s m h a s c r e a t e d 
hypersensitivities to external meddling within 
Turkey and on its periphery”, observed Deutsche 
Welle. 

Under the current dire circumstances, the double 
gambling on the domestic front and on the 
Syrian-Kurdish turf  present a formidable 
challenge not to Erdogan personally, as for the 
moment he has consolidated his power, but for 
the short-term and mid-term stability of  the 
country, heir unapparent to the Ottoman 
Empire.  

In the context of  geopolitics of  energy, these two 
dominant factors of  uncertainty – brewing 
frustration within the political class at home and 
alienation of  the Western allies coupled with the 
Kurdish intransigent defiance – contribute to a 
rather unfriendly investment climate.
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It would deter, at least for some time, overseas 
investors and entrepreneurs from making long-
term commitments to the Turkish market and 
subsequently deprive Ankara of  foreign capital. 

The construction of  the TANAP pipeline, backed 
by the European Commission, might go on as 
planned, but new energy projects are most likely 
to be shelved until the smoke clears from the 
battleground, both at home and in Syria. Given 
the zeal of  the pro-Erdogan zealots, it would take 
some time to bring all warring parties to the 
negotiation table and hammer out an acceptable 
compromise. Today, the word “compromise” 
seems to be banned in Turkey. 

  
I r a n - R u s s i a - Tu r k e y = A n 
Impossible Alliance? 

Correction of  the Turkish foreign policy 
priorities open the doorway toward a reshuffle of  
the fluid regional alliances with a rising possibility 
of  some sort of  cooperation between Iran, Russia 
and Turkey.  

What do these countries have in common and 
what distinguishes them from one another?  

After pursuing the policy of  “Zero Problems with 
Neighbours”, Turkey changed its paradigm in 
2011, exacerbating relationship with Israel and 
then betting on the returns of  the “Arab Spring” 
and, in particular, on the Muslim Brotherhood 
triumph throughout the region. Some analysts 
perceived it as neo-Osmanism; in other words, an 
attempt to rebuild the Turkish imperial might, 
which was supposed to be based ideologically on 
Sunni Islam.  

It didn’t work. Turkey lost its influence with 
Egypt after the military pushed out Muslim 
Brotherhood from power, and now Turkish 
protégées in Syria are no longer capable of  gaining 
military victory over the Bashar al-Assad’s 
regime. Ankara discovered that it is no more able 
to put the EU under pressure over the migration 
issue; relations with the US are, for many 
reasons, in a bad shape. After the downing of  a 
Russian bomber last year, the country found itself  
isolated, facing growing internal discontent, fed 

by social and growing economic problems, 
resistance from the secularists and partly from 
within the Islamist camp, and terrorist attacks, 
both carried out by the Kurds and by radical 
Islamists. The culmination of  the tensions was 
the failed military coup in July 2016.  

Turkish horizon right now is foggy at best. 
Western countries, the US and the EU, will not 
warm up to Ankara under President Recep 
Tayyip Erdoğan, although they will be trying to 
keep Turkey as a NATO member state and 
within the Western orbit. The standing of  
Ankara in the Sunnite Arab world is dubious. 
The terrorist threat inside the country is growing. 
The anti-Assad war in Syria could not be easily 
settled with the Kurdish problem aggravated to 
an alarming state of  affairs. The consequences of  
being a provider of  weapons, ammunitions, 
fighters, supplies, etc. smuggling it to a 
neighbouring country ravaged by war could end 
up in a dismal fiasco: it is enough to review the 
bitter experience of  Pakistan.   

Iran is almost certain to maintain its current 
status in the region as a major Shiite power, 
pitted against Saudi Arabia and some other 
petro-monarchies of  the Persian Gulf. For that 
purpose, the ayatollahs are supporting al-Assad’s 
regime, as does Russia although for other 
reasons. Simultaneously, Teheran is looking to 
overcome the ramifications of  a long-lasting 
international sanctions regime and to boost the 
economy, in particular the hydrocarbon 
production and processing sector. Finally, 
Teheran, just like Ankara, is suspicious of  the 
drive toward a Kurdish sovereign state: there is a 
significant Kurdish minority within Iran as well. 
The determination to preserve the “territorial 
integrity” could be a solid common platform for 
the two countries.  

Russia has its own agenda. Being in a geopolitical 
standoff  with the US, Moscow is reshaping 
relationships with the external world putting an 
emphasis on security issues. The normalization 
of  relations with Turkey, which found itself  at 
odds with its allies in the West and NATO, is a 
winning card. Simultaneously, Russian relations 
with Iran are pragmatic but quite effective as 
shown recently by Tehran granting access to its 
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airbase in Hamadan to Russian military jets. 
Apart from trade and business cooperation, 
which is promising but shaky due to weaknesses 
of  the Russian economy, Moscow is seeking 
partnerships along its southern borders given the 
projection of  the Islamists’ threat to Caucasus 
and Central Asia. On the practical side, Moscow 
is interested in a trilateral interaction for a 
settlement in Syria that would contribute to the 
fruition of  the concept of  a North-South 
transport corridor, which offers a stake for Iran 
too. 

Energy issues may serve as the accelerator of  a 
relative consensus between the three countries. 
Iran and especially Russia are interested in the 
Turkish natural gas market and its transit 
capacities. Turkey keeps nurturing the dream of  
becoming a regional gas hub. Nuclear energy 
could be an additional element in the equation. 
Iran and Russia are studying the possibility to 
build another nuclear reactor; Turkey wants 
Russia to keep up the on-going works on the 
Akkuyu nuclear power plant.   

Iran, Russia and Turkey share a number of  
matching views and interests, in spite of  ancient 
and persisting rivalries. The potential of  their 
cooperation has yet to be realized, it is not a 
predestined development. It could end up with à 
la carte alliance, adjusting to a changing regional 
environment.  

The same pragmatic approach is detected in 
Russia’s policy in the Middle East. Moscow 
entered a complex dialogue with Saudi Arabia 
tackling a variety of  issues, for example, joining 
efforts to fix oil prices. Moscow and Riyadh are 
talking about investment programs and economic 
cooperation. But the two countries are at odds on 
regional geopolitics, for example, on Syria.  

The course of  events and the evolution of  crisis 
in Syria might derail the tripartite cooperation. 
What will be the final outcome of  the battle for 
Aleppo? If  the Syrian Government accumulates 
enough ground forces and ousts the rebels from 
the former economic capital, the principle 
‘active’ phase of  the civil war could be 
considered closed. The core rebel forces in 
Aleppo consist of  radical al-Qaeda-linked 

Islamists, going around under different names. 
Other small groups supposedly embracing the 
values of  liberal democracy support them but 
who are coordinating their activities with Islamic 
indoctrinated fanatics.  

The US, supported by France, has an interest in 
prolonging the Aleppo battle, which gives 
Washington a strong bargaining position when 
discussing the solution for Syria. If  al-Assad 
troops take Aleppo, the US status as power 
broker would be dramatically diminished, as well 
as that of  jihadist’s supporters from the Gulf  
States.    

What might be in the Ankara’s game book then? 
If  Ankara halts or simply limits supplies to 
Islamist fighters rendered across the Turkish-
Syrian border, the battle could wind up rapidly. 
So far there were reports of  the presence of  
Turkish, Saudi, Qatari and even US special 
operation forces in the zone. In case the Turks 
decide at least to limit their involvement, their 
direct proxies might be given a chance to be part 
of  a possible political settlement in Syria. It could 
come in exchange for some ‘arrangements’ 
regarding the aspirations of  Syrian Kurds for a 
wide autonomy as a first step to sovereignty. 
Damascus, supported by Moscow and Teheran, 
and Ankara may find common ground because 
Kurdish separatist ambitions spell out for Turkey 
a permanent terrorist threat.  

Is this scenario feasible? Yes. Will it happen for 
sure? No.  

In the coming days and weeks one should expect 
the following developments: 

- Continued fighting in Aleppo with 
fragile cease-fires, used, as before, 
mostly by the jihadists to regroup and 
receive reinforcements and supplies; 

- Exodus of  civilians from the jihadist’s 
area in Aleppo and an urgency for the 
UN to provide humanitarian aid; 

- Government forces’ attacks on other 
regions, from where Islamists are 
getting reinforcements for the Aleppo 
battle; 

- Syrian Kurdish paramilitary units 
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- conducting operations along the 
northern border to block traffic to and 
from Turkey, and Turkish continuous 
offensive mostly against the Kurds; 

- American air and special forces 
storming Raqqa, the ISIL capital city; 

- Continued pressure on the US to 
make a distinction and separate 
jihadists from the Syria’s moderate 
opposition.  

Iran Brings On Board A Selected 
Group Of  IOC’s 

The proof  that Iran honours its commitment to 
create a favourable investment climate and lure 
back foreign capital lies in the signing of  
confidentiality agreements with brand named 
International Oil Companies (IOCs) that 
happened at the end of  August.  

The multinational assortment of  energy majors 
included the leader in the current re-discovery of  
post-sanctions Iran, French giant Total, followed 
by Austria’s OMV, Germany’s Wintershall, 
Russia’s Lukoil and Zarubezhneft, and 
Indonesia’s Pertamina.  

Taken at face value, the signed document simply 
stipulates the right of  access to confidential 
material, knowledge, or information, which the 
parties to the agreement can freely share among 
them, “but not with third parties.” But Tehran 
benefits directly from this agreement since it gives 
the Iranians access to consultative services of  the 
IOCs that are researching the local oilfields.  

Moreover, the event happened prior to the 
announced tender in October for the new model 
of  oil and gas contracts, known as Iran 
Petroleum Contract (IPC). In contrast to the 
previously applied mode of  cooperation based on 
buyback contracts, the IPC will provide access for 
IOCs not only to exploration and development 
projects, but also to production proper.  

The difference between the two models is 
immense: while buyback was based on deals valid 
for a period from 5 to 7 years, IPC contract 

would last for some 20-25 years. It commands a 
stronger and carefully designed commitment to 
the Iranian market and it also raises the stakes in 
the case of  a possible pullout. Yet, for the 
moment, the IOCs seem to focus on a more 
‘intimate’ involvement in developing Iran’s 
mineral riches than on considering a retreat. 

In fact, the French Total had signed a separate 
confidentiality agreement in March to explore 
the potential of  the South Azadegan field (the 
works are estimated to be worth $2.5mn) and 
revealed the intention to conduct a study of  the 
reasons for the pressure fall in the South Pars, the 
world’s largest natural gas reservoir, which is 
jointly owned and developed by Iran and Qatar. 

For the record: Royal Dutch Shell extracts 
210,000 barrels a day from South Azadegan 
field, which is bordering Iraq, while Iran 
manages to pump only 50,000 barrels a day. 
  
To a calculable extent, the loose group of  six 
energy companies are making a risky bet since 
Tehran does not do favours. “We will have no 
obligations to grant the development of  the 
oilfields to them,” managing director of  National 
Iranian Oil Company (NIOC), Ali Kardor 
explained in a remarkably candid manner. In 
other words, despite doing all the preparatory 
and not very rewarding works in assessing the 
potential output and technical properties of  
Iranian oil and gas fields, the six IOCs may end 
up with no contracts at all. 

The mere gamble of  the IOCs in this case serves 
as yet another evidence that both European and 
Asian energy companies are keen to untap Iran’s 
under-utilized deposits since Western sanction’s 
regime is being gradually dismantled.  

Iran has the capacity to re-join the premiere 
league of  oil-exporters but the actual pace of  the 
comeback depends on the availability of  high 
tech and knowhow in possession of  Western 
energy majors. For the latter, no less attractive is 
the long overdue upgrade of  the gas industry and 
infrastructure: Iran is one the world leaders in 
gasification of  domestic residential consumers, 
lists many petrochemical factories, and uses gas 
for power generation.  
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Yet, it is unclear when Iran would reach full 
energy sufficiency in terms of  natural gas and 
would start to produce extra volumes to be 
earmarked for exports, e.g. to Europe. 
Nevertheless, this is a plausible scenario not to be 
dismissed in long-term planning. 

To be fair, it is a hardly a secret for European 
energy market players. “Iran has huge gas 
reserves and the production costs of  oil and gas 
are very low, the complexity of  the rocks are very 
simple, the rate of  return and production is high, 
especially in the gas fields. It's really an untapped 
market,” says Iranian-born analyst Sara 
Vakhshouri, head of  Washington-based energy 
consultancy SVB.  

Tehran policy-makers are aware of  their 
competitive edges. Now they are painstakingly 
putting together an informal alliance of  IOCs 
with a justifiable expectation that once these 
energy-hungry entities dig their teeth deep into 
the hefty pie their profit-focused interest would 
motivate them to act as Iran’s lobbyists.  

Tehran authorities are beating the drum and 
forecast the new rules of  engagement, more 
‘user-friendly’ and transparent, would see a flow 
of  $50 billion a year in foreign investment. 
Whether this is a bit of  wishful thinking or a 
realistic prediction still remains to be seen. 

The first testament would emerge soon enough, 
in March 2017, when the three IPC-based deals 
in the offering are expected to be signed and 
sealed. Tehran expects the contracts to fetch 
some $10bn of  foreign investment. If  the 
contracts materialise, it would give impetus to 
other international energy majors to enter the 
game. 

Libya - Is There A Life After ISIS? 

Western nations have launched concerted efforts 
to fix the Libyan mess after almost 5 years of  
inaction.  

The ‘salvage’ operation has two dimensions, 
military and political.  

The political action is focused on creating a 
centralised power able to control the country, 

which has been torn apart after the killing of  the 
previous ruler, Colonel Muammar Kaddafi, by 
tribal warlords, self-styled militias on the 
r a m p a g e , a n d l o c a l s e l f - p r o c l a i m e d 
administrations.  

The military action consists of  operations to oust 
ISIL from Libya, namely, from Kaddafy’s home 
city, Sirte.  

On the political side, the UN sponsored 
Government of  National Accord (GNA) of  Prime 
Minister Fayed Seraj was finally installed in 
Tripoli, the capital, located in the western part of  
the country.  

However, it doesn’t have armed forces at its 
disposal to command authority. So far, it is 
obliged to rely on militias from Misurata, one of  
the strongest paramilitary formations in the 
country. Nevertheless, the Government is in place 
and is entitled to invite foreign countries to help 
to fight terrorists, namely ISIL.  

The US, the UK, France and Italy have provided 
assistance sending military airplanes, belonging 
mainly to the US Air Force, but also deploying 
some special forces on the ground. It should be 
noted that commandos from these Western 
countries have been conducting covert operations 
in Libya even before the GNA has emerged, 
although there was no official request from any 
Libyan administration with any level of  
legitimacy.  

In the eastern part of  the country, in Tobruk, at 
the border with Egypt, there is another political 
body, which is also considered legitimate by the 
same outside actors. That’s the Parliament 
elected in 2014. The Parliament doesn’t recognise 
the GNA as legitimate. For weeks it wasn’t able to 
reunite the required quorum for the vote. Finally, 
on August 22, MPs rallied in the required 
numbers and voted against the GNA.  

In fact, the international community finds itself, 
in Libya; facing two formally recognised political 
bodies, which do not recognise each other.  

The fact is that the Government and the 
Parliament represent different factions, and none 
of  them wants to lose its privileged positions and 
relinquish power. 
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The Tobruk institution can rely on a serious 
military force directed by the controversial 
General Khalifa Haftar.  

Not only regional powers but also Western 
countries are pursuing a double track policy. For 
example, France is officially supporting the 
Government led by Mr. Seraj. However, in July 
some French military have been killed in an 
operation in the East of  Libya, where they were 
deployed to support Gen. Haftar.  

The present stage of  the military operation was 
started in August, following heated political 
discussions, especially in Italy. The efforts are 
concentrated on Sirte. Government forces, that 
are Misurata militias in fact, are going after ISIL 
fighters, who seized the control of  that city in 
2015 and turned it in a stronghold in Northern 
Africa. Jihadists were numbered about 5.000 at 
that time, but then most of  them vanished. 
Loyalists slowly advanced under the cover of  the 
US Air Force bombardments and receiving 
assistance on the ground from the US and British 
commando units.  

But the military success in Sirte does not 
guarantee the creation of  an effective central 
power in Libya. Anyway, the Government will be 
judged mostly by its ability to solve social and 
economic problems, and ensure security at an 
acceptable level. It doesn’t have leverages to do it.  

Even in a long-term perspective, no central 
authority in Libya would have at its disposal 
enough financial resources for an economic 
revival. Hopes to capitalise on oil resources to 
have a sustainable cash flow are a desert mirage. 
There are several reasons for that: 

1. Political clans feud over official control 
of  the main production company and 
oil revenues. 

2. The civil war has badly damaged the 
p roduc t ion f ac i l i t i e s and the 
transporting infrastructure; no 
maintenance was carried out for years. 

3. The country needs huge investments 
and qualified personnel to restart 
production on a large scale; it is 

impossible until Libya is not back to 
stability.  

4. Oil fields and export facilities are 
located in disputed zones.  

As to the perspective of  the US assistance in the 
state building process in Libya, it is questionable 
due to the fracturing of  the ethnic and social 
composition of  the country and to the American 
previous negative experience gained involuntarily 
in Afghanistan and Iraq.      
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