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Executive Summary 

This report analyzes four key aspects of US and Iranian strategic competition - sanctions, energy, 

arms control, and regime change. Its primary focus is on the ways in which the sanctions applied 

to Iran have changed US and Iranian competition since the fall of 2011. This escalation has been 

spurred by the creation of a series of far stronger US unilateral sanctions and the EUôs imposition 

of equally strong sanctions ï both of which affect Iranôs ability to export, its financial system and 

its overall economy.  

It has been spurred by Iranôs ongoing missile deployments and nuclear program, as reported in 

sources like the November 2011 IAEA report that highlights the probable military dimensions of 

Iranôs nuclear program. And, by Iranian rhetoric, by Iranian threats to ñcloseò the Gulf to oil 

traffic; increased support of the Quds Force and pro-Shiite governments and non-state actors; 

and by incidents like the Iranian-sponsored assassination plot against the Saudi Ambassador to 

the US, an Iranian government instigated mob attack on the British Embassy in Tehran on 

November 30, 2011, and the Iranian-linked attacks against Israeli diplomats.   

Sanctions Become Real at the End of 2011 

The most important issue now shaping US and Iranian competition is whether the new and 

growing mix of US and EU sanctions can lead to some negotiated end to those aspects of Iranôs 

nuclear programs that will give the capability to deploy nuclear weapons. More broadly, it is 

whether these negotiations can go further, and create a more stable relationship between Iran and 

the US, Europe, and the other Gulf states. 

There is nothing new about sanctions per se. Sanctions have been applied to Iran since the fall of 

the Shah in 1979 and were first applied to Iranian property, assets, and arms transfers. As the 

following analysis shows, the US steadily applied broader unilateral sanctions and pushed for 

international action ï but until the end of 2011, the end result of unilateral and UN sanctions was 

far too weak to have a critical impact on impact on Iran.  

Earlier efforts did have some impact. They restricted many aspects of Iranôs military build-up, 

but they have also not prevented Iran from making major progress in their asymmetric warfare 

capabilities, missile programs, and acquisition of nuclear technology. They still, however, had 

limited practical impact on the Iranian nuclear program. Iran had the time and options to reduce 

their impact, and many experts felt that Iranôs own internal economic policies put more pressure 

on their economy than US and UN sanctions. 

It was only at the end of 2011 and beginning of 2012 that Iranôs steady progress towards a 

nuclear weapons capability led the US and its European allies to pass strong and comprehensive 

sanctions on Iranôs energy exports, ability to trade, and financial system. These sanctions did not 

go into full effect until the summer of 2012 and still have significant exemptions. It was only 

then that the US applied a full mix of sanctions on Iranian banks, Iranian companies involved in 

its nuclear industry, Iranian companies involved in the petrochemical and oil industries, and non-

Iranian companies that have invested or have been involved with Iranôs petrochemical industries, 

arms industries, transport, and precious metal trafficking. It was only then that the EU sharply 

increased its role in sanctioning Iran by imposing an embargo on Iranian petrochemical imports 

and a ban on European investment in Iranôs petrochemical industry.  
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The US has instituted four major acts sanctioning Iran, impacting hundreds of companies, 

people, and assets. These include: The Comprehensive Iran Sanctions, Accountability, and 

Divestment Act of 2010 (signed July 1, 2010), FY 2012 NDAA (signed December 31, 2011), 

Iran Threat Reduction and Syria Human Rights Act of 2012 (signed August 10, 2012), and FY 

2013 NDAA (signed January 2, 2013), They have cut off Iran from the international banking 

system; declared the entire Iranian banking sector as money laundering entities; increased the 

number of sanctions the president is to impose; targeted Iranôs petrochemical industry, the CBI, 

the financial sector, and transportation infrastructure; and forced countries to curtail their 

purchases of Iranian oil in the face of sanctions.  

The EU has joined the US in pressuring Iran by passing six major Council Decisions in the past 

three years - Council Decisions 2010/413/CFSP (issued July 27, 2010), 2011/235/CFSP (issued 

April 14, 2011), 2012/35/CFSP (issued January 23, 2012), 2012/152/CFSP (issued March 15, 

2012), 2012/168/CFSP (issued March 23, 2012), and 2012/365/CFSP (issued October 15, 2012).  

These EU sanctions have targeted various dual-use items, Iranian transportation and shipbuilding 

services, oil and gas technology, investments in the Iranian petrochemical industry, and maritime 

insurance. They also cut Iran off from the international banking system. The EU embargoed 

Iranian oil and natural gas, which accounted for roughly 23% of Iranôs total exports. The EU 

embargo prohibits the purchase, transportation, and importation of Iranian crude oil, the 

exportation of petrochemical equipment and technology, as well as related financial investments 

including insurance.  

Additionally, the EU froze the Central Bank of Iranôs (CBI) European assets, and banned the 

trade of gold and other precious materials between Europe and the CBI.
1
 US and EU sanctions 

took time to become fully effective, but they have had a major impact as time has gone on. 

Comprehensive Iran Sanctions, Accountability, and Divestment Act (CISADA) sanctions have 

progressively increased the pressure on Iran by mandating that all countries that import Iranian 

oil reduce their purchases to win a 180-day renewable sanctions waiver. This has continually 

reduced other countryôs purchases of Iranian oil. Other sanctions that have gone into effect in 

2012: the FY2012 NDAA and the Iran Threat Reduction and Syria Human Rights Act, have in 

effect cut Iran off from the international financial, insurance, and reassurance industries.  

These sanctions, in addition to the EUôs embargo of Iranian petroleum products that entered into 

force on July 1, 2012, have further impacted Iranôs economy and oil industry. Total Iranian oil 

exports in March, 2013 were slightly above 1 mbpd, down from roughly 2.5 mbpd in 2011, this 

has led to a decrease in revenue from $95 billion in 2011 to $67 billion in 2012.2 Production was 

down as well from 4.2 mbpd in 2011 to 3.5 mbpd in 2012. However, again illustrating the 

difficulty of getting accurate information on the Iranian energy sector, the International Energy 

Agency (EIA) reported that Iranôs February 2013 production level was 2.72 mbpd, down from 

2.35 mbpd in February 2013.3  

                                                 
1
 ñEU Iran sanctions: Ministers adopt Iran oil imports banò, BBC News, January 23, 2012.  

2
 US Energy Information Agency, ñCountry Analysis: Iran,ò March 28, 2013. 

http://www.eia.gov/countries/cab.cfm?fips=ir 

3
 International Energy Administration, ñMonthly Oil Market Report,ò March 13, 2013. 

http://omrpublic.iea.org/omrarchive/13mar2013fullpub.pdf 

http://www.eia.gov/countries/cab.cfm?fips=ir
http://omrpublic.iea.org/omrarchive/13mar2013fullpub.pdf
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There are still significant exemptions and waivers to these sanctions for some countries that have 

grown particularly dependent on Iranôs exports ï namely China, India, South Korea, and Japan ï 

but have slowly reduced their importation levels. China, Iranôs largest export target, has reduced 

their imports by roughly 22% in 2012 but has increased its purchases by 74% from a year earlier, 

with the large number due to various pricing disputes that stopped Iranian exports to China. 

India, Iranôs second largest customer, has reduced their imports by roughly 15% and by some 

accounts, will completely stop importing Iranian crude this year. South Korea has reduced their 

imports by roughly 39% and will reduce Iranian imports by 20% this year; so far Seoul has 

reduced its imports by 30% compared to a year earlier. Japanôs imports fell 18% and the 

government has pledged to reduce Iranian imports by about 15%. 

The Timing and Impact of Key New Sanctions to Date 

The end result is that US and EU actions have put far more pressure on Iran since the end of 

2011:  

¶ In March, 2013, the value of the Iranian Rial, Iranôs currency, gained roughly 10% of its value due to 

increased government intervention in the form of providing more dollars to the Iranian market and a 

positive tone at the P5+1-Iran talks in Kazakhstan.
4
 

¶ On March 22, 2013, a report by the Wall Street Journal detailed that Iranôs maximum sustainable oil 

production capacity has been reduced by 20% (700,000 bpd) since December 2011.
5
 

¶ In February 2013, South Koreaôs importation of Iranian oil fell by 30% compared to a year earlier and 25% 

compared to January 2013. South Korea imported roughly 141,900 bpd in February and Iran currently 

supplies Seoul with 6.1% of its oil needs, compared to 8.1% a year earlier. However, China imported an 

increased amount of Iranian oil, up by 2.7% in the first two months of the year and increasing 74% from a 

year earlier. However, the latter number is skewed due to a pricing dispute with Iran that brought Chinese 

imports of Iranian oil to a virtual halt.
6
 

¶ In February the Iranian Rial hit an all-time low against the dollar, trading between 39,000 and 40,000 Rials 

per dollar according to a report by AFP. 

¶ On January 23, 2013 it was reported that Iranôs automotive output dropped sharply in the previous Persian 

calendar year from 677,000 automobiles from 1.2 million automobiles a year before. According to the 

report, Mohammad Bayatian, a member of the parliamentôs industries committee, said that losses at two 

Iranian manufactures, Khodro and Saipa, were at $407 million due to increases in raw material prices. The 

government has also pledged some $814 million to the car makers.
7
 

¶ On February 27, 2013, H.R. 850, the ñNuclear Iran Prevention Act of 2013ò was introduced with bipartisan 

support to Congress. The legislation would increase the list of blacklisted Iranian companies, potentially 

                                                 
4
 Yeganeh Torbati, ñIran rial strengthens after "positive" nuclear talks,ò March 4, 2013. 

http://www.reuters.com/article/2013/03/04/iran-currency-idUSL6N0BW8D720130304 

5
 The Wall Street Journal, ñSanctions Slash Iranian Crude Capacity Near 20%,ò March 22, 2013. 

http://blogs.wsj.com/corruption-currents/2013/03/22/sanctions-slash-iranian-crude-capacity-near-20/ 

6
 Min-Jeong Lee, ñSouth Korea's Iran Imports Fall While China's Increase,ò March 22, 2013. 

http://online.wsj.com/article/SB10001424127887324103504578375653102125928.html 

7
 Monavar Khalaj, ñIranôs car industry output falls sharply,ò The Financial Times, January 23, 2013. 

http://www.ft.com/intl/cms/s/0/41546bc6-6549-11e2-a3db-00144feab49a.html#axzz2OrsP7b2E 
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block Iranian assets held in Euros, designate the IRGC as a terrorist entity, continue to restrict business 

dealing with Iran. The bill has been referred to committee.
8
 

¶ On January 9, 2013, the Central Bank of Iran (CBI) disclosed that the annual inflation rate hit 27.4%.
9
 

¶ On January 8, 2013, the US Energy Information Administration (EIA) released their short-term energy 

outlook report. The report estimates that Iranian crude production has been falling since the last quarter of 

2011 due to the lack of funds available for upkeep and natural decline in production. The report also 

estimates that Iranian supply averaged 3.4 million barrels per day (mbpd) during the first quarter of 2012 

and declined to an average of 2.6 mbpd during the fourth quarter of 2012.
10

 

¶ On January 2, 2013, President Obama signed into law the FY 2013 National Defense Authorization Act 

that blocks property and imposes at least five sanctions on entities that provide goods or services to energy, 

shipbuilding, shipping, or port operations or provides insurance for those operations and blacklists foreign 

banks which do provide such services from using the US banking system. These sanctions do not apply for 

countries with exemptions or to purchases of natural gas from Iran. The law imposes at least five sanctions 

on any entity that provides precious metals to Iran (such as gold), or semi-finished metals or software for 

integrating industrial processes. It also imposes human rights abuser sanctions on Islamic Republic of Iran 

Broadcasting. On February 6, any funds used to purchase Iranian oil must be credited to an account located 

in the purchasing country and can only be used for the purchase of non-sanctioned goods. This will reduce 

the hard currency earnings Iran receives from oil sales. 

¶ On December 12, 2012, the International Energy Agency (IEA) released its monthly oil market report. The 

report estimated that Iranian crude production was lower in November at 2.7 mbpd and may reach 1.0 

mbpd into 2013. It also estimates that Iranôs exports in 2012 have fallen 50% compared to 2011, however, 

imports of Iranian oil edged upwards to 1.3 mbpd in November 2012 compared to 1.07 mbpd in September 

2012. US sanctions continued to exert pressure on the remaining major importers of Iranian oil: China, 

South Korea, Japan, and India; the share of Iranian oil to these importers has dropped since the summer.
11

 

¶ On December 10, 2012, the Institute for International Finance released a report that estimates the impact of 

sanctions has greatly affected the Iranian economy. The report says that Iranôs GDP is expected to contract 

by 3.5% in 2012, opposed to 1.2% growth in 2011. Inflation is also expected to have increased from 26.5% 

in 2011 to nearly 50% in 2012. Government revenues from oil exportation, if the current price of $110 a 

barrel holds, could be 40% less than in 2011.
12

 

¶ In October 2012, the Iranian Rial dropped to record lows against the US Dollar, at an unofficial rate of 

37,000 to one USD, down from 28,000 Rials in September and 13,000 in September 2011.
13

 The Rial has 

lost roughly 80% of its value since 2011. This devaluation has increased everything from Iranian energy 

prices, food prices, trade, and imports. It has also vastly increased the rate of inflation and it may be as high 

as 70%. There have been sporadic reports of 40-50% inflation on consumer goods, striking workers due to 

unpaid wages, bankrupt Iranian companies, and the governmentôs inability to pay workerôs wages. Iran has 

also begun ñmeans testingò to reduce social spending and has forced Tehran to ban the importation of 

                                                 
8
 Rick Gladstone, ñLawmakers Introduce Bipartisan Measure to Toughen Iranian Sanctions,ò The New York Times, 

February 27, 2013. http://www.nytimes.com/2013/02/28/world/middleeast/lawmakers-offer-bill -to-toughen-iranian-

sanctions.html 

9
 The Associated Press, ñIran: Inflation Soars,ò The New York Times, January 9, 2013. 

http://www.nytimes.com/2013/01/10/world/middleeast/iran-inflation-soars-officials-say.html  

10
 US Energy Information Agency, ñShort-Term Energy Outlook,ò January 8, 2013. 

http://www.eia.gov/forecasts/steo/pdf/steo_full.pdf 

11
 International Energy Agency, ñMonthly Oil Market Report,ò December 12, 2012, pg 19. 

http://omrpublic.iea.org/omrarchive/12dec12full.pdf  

12
 ñSanctions push Iran into recession: IIF,ò Reuters, December 10, 2012. http://www.chicagotribune.com/news/sns-

rt-us-iran-sanctions-economybre8b90of-20121210,0,1288929.story  

13
 Thomas Erdbrink,ñIranian currency slides under latest U.S. sanctions,ò Washington Post, January 2, 2012.  

http://www.nytimes.com/2013/01/10/world/middleeast/iran-inflation-soars-officials-say.html
http://omrpublic.iea.org/omrarchive/12dec12full.pdf
http://www.chicagotribune.com/news/sns-rt-us-iran-sanctions-economybre8b90of-20121210,0,1288929.story
http://www.chicagotribune.com/news/sns-rt-us-iran-sanctions-economybre8b90of-20121210,0,1288929.story
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luxury goods. Analysts at one outside group have predicted Iranôs economy will shrink by 3.5% in 2012, a 

reversal from the 1.2% positive growth in 2011. 

¶ On October 15, 2012, the EU issued Council Decision 2012/365/CFSP, instituting additional sanctions 

against Iranôs banking system, oil and petrochemical industry, and shipping industry. The EU decision 

prohibits any transactions between European and Iranian banks except for those authorized in advance. It 

also bans the export of graphite, aluminum, steel, and industrial facility control software. The decision 

prohibits the provision of flagging and classification services to Iranian tankers and cargo vessels in the EU 

or by EU nationals. Finally, the decision also forbids EU companies from providing shipbuilding 

technology and naval equipment to Iran and broadens the export ban on equipment for Iranôs oil, gas, and 

petrochemical industries.  

¶ On July 1, 2012, the EUôs embargo of Iranian petroleum products entered into force. This has had a major 

impact on Iranôs oil exports, as oil sales to the EU accounted for roughly 23% of Iranôs exports. Total 

Iranian oil exports in July were estimated at 940,000 bpd, down from 1.7 million bpd in June and 2.8 

million bpd in July 2011. Oil export revenue fell from $9.8 billion in July 2011 to $2.9 billion in July 2012. 

¶ On August 10, 2012, President Obama signed into law the ñIran Threat Reduction and Syria Human Rights 

Act of 2012,ò which strengthened sanctions on Iranôs energy sector by increasing the number of sanctions 

the Administration is required to impose from three to five. The law also imposes sanctions against foreign 

companies who conduct business in Iranôs energy sector and any company that insures, sells, or leases 

tankers to Iran. This action has resulted in higher insurance costs for Iranian tankers and has resulted in 

major insurance companies refusing to insure Iranian ships.  

¶ On March 14, 2012, the Society for Worldwide Interbank Financial Telecommunication, or SWIFT, 

complied with EU instructions to, ñdiscontinue its communications services to Iranian financial institutions 

that are subject to European sanctions.ò
14

 SWIFT is essential to international banking because it provides a 

secure worldwide financial communication and transaction network to more than 10,000 financial 

institutions and corporations in 210 countries. In 2010, SWIFT reported that 19 Iranian banks and 25 

Iranian financial institutions used the network over 2 million times during the course of the year.
15

 All 

banking transactions with Iran, international insurance coverage in Iran or for Iranian oil transportation, and 

all transitions with Iranôs state-owned oil company and its main tanker fleet, are affected by this decision.
16

 

¶ On February 27, 2012, the Treasury Department strengthened the preexisting Iranian Financial Sanctions 

Regulations (IFSR) with the implementation of subsection 1245(d). The amendment extends sanctions to 

ñforeign financial institutions that knowingly conduct or facilitate certain significant financial transactions 

with the Central Bank of Iran or a U.S.-designated Iranian financial institution.ò In accordance with these 

actions, the Secretary of the Treasury will impose sanctions on privately-owned foreign institutions, as well 

                                                 
14

 Rick Gladstone and Stephen Castle, ñGlobal Network Expels as Many as 30 of Iranôs Banks in Move to Isolate Its 

Economy,ò New York Times, March 16, 2012, http://www.nytimes.com/2012/03/16/world/middleeast/crucial-

communication-network-expelling-iranian-banks.html?_r=1  

15
 Rick Gladstone and Stephen Castle, ñGlobal Network Expels as Many as 30 of Iranôs Banks in Move to Isolate Its 

Economy,ò New York Times, March 16, 2012, http://www.nytimes.com/2012/03/16/world/middleeast/crucial-

communication-network-expelling-iranian-banks.html?_r=1; Thomas Endbrink and Joby Warrick, ñGrim Outlook 

on Nuclear Talks,ò Washington Post, March 16, 2012, p. A7.   

16
 Indira A.R. Lakshmanan, ñ Iran Sanctions Bid Targets Oil, Tanker Companies to Cut Exports,ò Bloomberg, Feb 

6, 2012; Indira A.R. Lankshmanan, ñGlobal Insurers Targeted in Latest U.S. Bid to Expand Sanctions on Iran, 

Bloomberg, Mar 8, 2012; Al-Arabiya, U.S. Lawmakers Take Next Step on New Iran Sanctions on Heels of 

European Embargoes, Jan 31, 2012; http://english.alarabiya.net/articles/2012/01/31/191608.htm; AP sources: 

Congress to seek new sanctions targeting all Iranian banks Associated Press, March 6, 2012, 

http://www.washingtonpost.com/politics/federal_government/ap-sources-congress-to-seek-new-sanctions-targeting-

all-iranian-banks/2012/03/06/gIQA1p0XvR_print.html., ñIran Sanctions Bid Targets Oil, Tanker Companies to Cut 

Exports,ò Bloomberg, Feb 6, 2012 2:26 PM ET; Indira A.R. Lakshmanan , Global Insurers Targeted in Latest U.S. 

Bid to Expand Sanctions on Iran, Bloomberg, Mar 8, 2012 11:10 AM ET; Al Arabiya, U.S. lawmakers take next 

step on new Iran sanctions on heels of European embargoes, Tuesday, 31 January 2012;  

http://www.nytimes.com/2012/03/16/world/middleeast/crucial-communication-network-expelling-iranian-banks.html?_r=1
http://www.nytimes.com/2012/03/16/world/middleeast/crucial-communication-network-expelling-iranian-banks.html?_r=1
http://www.nytimes.com/2012/03/16/world/middleeast/crucial-communication-network-expelling-iranian-banks.html?_r=1
http://www.nytimes.com/2012/03/16/world/middleeast/crucial-communication-network-expelling-iranian-banks.html?_r=1
http://english.alarabiya.net/articles/2012/01/31/191608.htm
http://www.washingtonpost.com/politics/federal_government/ap-sources-congress-to-seek-new-sanctions-targeting-all-iranian-banks/2012/03/06/gIQA1p0XvR_print.html
http://www.washingtonpost.com/politics/federal_government/ap-sources-congress-to-seek-new-sanctions-targeting-all-iranian-banks/2012/03/06/gIQA1p0XvR_print.html
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as government-owned or controlled financial institutions that conduct business with the Central Bank of 

Iran.
17

 

¶ On February 5, 2012, President Obama issued Executive Order 13599, which implemented section 1245 of 

the FY 2012 NDAA which froze the assets of the Iranian government and prevented all Iranian financial 

assets in the US from being ñtransferred, paid, exported, withdrawn, or otherwise dealt with.ò
18

 The order 

also implemented new sanctions that required US banks to seize the funds of those on the Specially 

Designated Nationals (SDN) list, even if the funds are not destined to a US entity or firm. Previously, US 

banks were required to block the transaction and return the funds to the sender. This order effectively 

blocks Iranians from using the US banking system. 

¶ On January 23, 2012, the EU ï which accounts for roughly one-fifth of Iranôs oil exports ï introduced new 

sanctions to be phased in over the course of 2012. The EU enacted an embargo on the purchase, 

transportation, and importation of Iranian crude oil; the exportation of petrochemical equipment and 

technology; as well as related financial investments including insurance. Existing European contracts were 

allowed to continue until July 1, 2012. Additionally, the EU froze the Central Bank of Iranôs European 
assets, and banned the trade of gold and other materials between Europe and the CBI.

19
  

¶ On December 31, 2011, President Obama signed the FY2012 National Defense Authorization Act (NDAA) 

(S.1867) that contained an amendment that required the President to bar foreign banks from opening 

accounts in the US if that bank processed payments for oil through the CBI. Section 1245 of the FY2012 

NDAA imposed unilateral sanctions on the CBI in ways that impose major penalties against entities ï 

including corporations and foreign central banks ï which engage in transactions with the CBI. The 

sanctions on transactions unrelated to petroleum were to come into force 60 days after the bill was signed. 

Sanctions on transactions related to petroleum were to take effect a minimum of 180 days after the bill's 

signing. The amendment provided for a renewable waiver of 120 days if the President determined that 

doing so is in the interest of the US.  

¶ In November 2011, the US Treasury Department introduced new unilateral sanctions under the auspices of 

the Comprehensive Iran Sanctions, Accountability, and Divestment Act of 2010 (CISADA). These new 

sanctions targeted Iranôs petrochemical industry, the CBI and financial sector, transportation infrastructure, 

and added dozens of names to the list of sanctioned individuals. These restrictions bar institutions from 

conducting any business with any Iranian banks ï including the CBI and its affiliates ï as well as 

expanding sanctions on Iranian individuals and placing new restrictions on the importation of Iranian 

goods.  

¶ On November 21, 2011, the US Treasury Department designated Iranôs entire financial sector, including 

the CBI, as ñmoney laundering entitiesò under Section 311 of the USA Patriot Act.  

¶ On July 27, 2010, the EU issued Council Decision 2010/413/CFSP that establishes an embargo on nearly 

all dual-use goods, military arms, and nuclear-related items; bans EU exports of key equipment and 

technology for oil and natural gas production, exploitation, and refining; bans technical assistance, training, 

and financing in Iranôs energy sector; bans access to EU airports for Iranian cargo flights; and bans the 

provision of bunkering or ship services to Iranian or Iranian contracted vessels and aircraft if they have 

been involved in sanctions violations. 

¶ On July 1, 2010, President Obama signed the Comprehensive Iran Sanctions, Accountability, and 

Disinvestment Act (CISADA). The act imposes sanctions on any person that makes an investment of $20 

million or more in Iran's petroleum industry, any person that provides Iran with goods, services, technology 

or information with a fair market value of $1 million or more for the maintenance or expansion of Iran's 

                                                 
17

 U.S. Department of the Treasury, ñFactsheet: Treasury Amends Iranian Financial Sanctions Regulations to 

Implement the National Defense Authorization Actò, February 27, 2012.  

18
 ñExecutive OrderðBlocking Property of the Government of Iran and Iranian Financial Institutionsò, The White 

House, Office of the Press Secretary, February 6, 2012.  

19
 ñEU Iran sanctions: Ministers Adopt Iran Oil Imports Banò, BBC News, January 23, 2012. 

http://www.bbc.co.uk/news/world-europe-16674660  

http://www.bbc.co.uk/news/world-europe-16674660
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production of refined petroleum products, and/or any person that exports more than $1 million worth of 

gasoline to Iran or provides $1 million worth of goods or services that could contribute to Iran's ability to 

import gasoline.
20 

Much now depends on how the US and EU sanctions effort is handled in the future. The Obama 

Administration and Congress are steadily tightening sanctions, but it is doing so carefully and in 

ways that focus on multilateral, rather than unilateral US action. Additional sanctions will be 

pursued gradually and in ways that maximize multilateral buy-in. The Iranian financial, oil, 

transportation, and petrochemical sectors will continue to be isolated to the extent possible. And 

the Administration will attempt to inform and empower population centers within Iran through 

channels such as the State Departmentôs ñVirtual Embassyò program, in hopes that an opposition 

movement will again challenge the regime as external financial constraints, economic 

mismanagement, and domestic pressure increase.  

The Obama administration is also continuing military pressure by showing that ñall options are 

on the table.ò Statements by top US officials seek to communicate in clear terms the costs 

Tehran faces for continued obstinate and uncooperative behavior. On September 25, President 

Obama said in a speech to the UN General Assembly, ñ[a] nuclear-armed Iran is not a challenge 

that can be contained...the United States will do what we must to prevent Iran from obtaining a 

nuclear weapon.ò21  

Other Administration officials have echoed this sentiment. On March 7, 2012, Defense Secretary 

Leon Panetta told the National Journal that the Pentagon is preparing an ñarray of military 

options for striking Iran if hard-hitting diplomatic and economic sanctions fail to persuade 

Tehran to drop its nuclear ambitions.ò22 However, the US has refrained from such statements as 

of late as the Administration continues to attempt a diplomatic resolution to the conflict. 

The Iranian Reaction 

Iranôs reactions have been mixed as the impact of the new US and EU sanctions have continued 

to reduce Iranian energy exports and revenues, crippled foreign direct investment in Iran, and 

created serious banking and trade problems. The Iranian government has had to deal with the fact 

that the Iranian Rial has become destabilized, and has steadily fallen to record lows as currency 

markets have reacted to the prospect of limited foreign trade, declining Iranian reserves, 

declining Iranian oil income, growing problems in working with Iranôs financial system, and 

growing detection efforts and penalties for violating sanctions. 

Most Iranian official statements minimized or discounted the impact of sanctions through the end 

of 2012. They blamed other problems, such as economic mismanagement, corruption, or ñrouge 

elements,ò as the true reasons for Iranôs economic difficulties. Iranian officials also continued to 

state that sanctions have been helpful to Iran by increasing its self-reliance, and attacked the US 

and the EU for instituting sanctions that are ñillegal.ò  

                                                 
20

 US Department of State, ñFact Sheet: Comprehensive Iran Sanctions, Accountability, and Divestment Act 

(CISADA),ò May 23, 2011. http://www.state.gov/e/eb/esc/iransanctions/docs/160710.htm  

21
 Jeffery Goldberg, ñObama's Crystal-Clear Promise to Stop Iran From Getting a Nuclear Weapon,ò The Atlantic, 

October 2, 2012. http://www.theatlantic.com/international/archive/2012/10/obamas-crystal-clear-promise-to-stop-

iran-from-getting-a-nuclear-weapon/262951/  

22
 Yochi Dreazan, ñPanetta: Pentagon Planning for Potential Strikes,ò The National Journal, March 8, 2012.  

http://www.state.gov/e/eb/esc/iransanctions/docs/160710.htm
http://www.theatlantic.com/international/archive/2012/10/obamas-crystal-clear-promise-to-stop-iran-from-getting-a-nuclear-weapon/262951/
http://www.theatlantic.com/international/archive/2012/10/obamas-crystal-clear-promise-to-stop-iran-from-getting-a-nuclear-weapon/262951/
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¶  ñAlthough sanctions have been imposed on the country's economy, we have faced economic growth over 

the past yearséSanctions also provide us with an opportunity to expedite utilizing our capacities.ò - 

Gholam Hossein Elham, Iranian Government Spokesman, March 5, 2013. 

http://english.farsnews.com/newstext.php?nn=9107150314 

¶ ñThe US knows that if its sanctions (on Iran) yield result in the short run, those pressures will spark unrests 

in the country and they will gain victory, but prolongation of the status quo will be in the interest of Iran 

because non-oil exports will increase and will result in the growth of national production.ò - Ahmadi 

Moqaddam, Chief of the Islamic Republic of Iran Police, March 3, 2013. 

http://english.farsnews.com/newstext.php?nn=9107149544 

¶ ñDespite the fact that enemies of the Iranian nation are doing their best to stop Tehran's technological 

advancement, Islamic Republic is committed to continue its approach towards the highest scientific 

levelséthe inclination of the people of this great land to the principles of Islam and the Revolution and the 

national honor of Iranians are on the increase every day and this is exactly the counterpoint of what the 

enemies want.ò - President Mahmoud Ahmadinejad, February 1, 2013.  

http://english.farsnews.com/newstext.php?nn=9107140788 

¶ ñSanctions have caused an economic advantage for the production sector, and we should use this 

opportunity in the best way.ò - Iranian Minister of Industry, Mines, and Trade, Mehdi Ghazanfari, 

December 23, 2012.  

http://www.presstv.ir/detail/2012/12/23/279789/sanctions-advantageous-to-iran/ 

¶ ñBy relying on their capabilities and knowledge, Iranian experts and manufacturers have been able to 

nullify the impact of sanctions so that at present many parts and equipment needed in petrochemical 

industry are being manufactured at home.ò - Head of Iran' National Petrochemical Company, Abdolhossein 

Bayat, December 23, 2012. 

http://english.farsnews.com/newstext.php?nn=9107129647 

¶ ñOur enemies helped us today and we managed to cut Iran's dependence on oil revenues in a short time 

which is a great development in the country's economyéOne of the problems that we were facing for a 

century was reliance on oil revenueséThe sanctions imposed on us have created an opportunity to prepare 

the ground for cutting the connection between the (country's) budget and oil (revenues)éò - Vice-Speaker 

of the Majlis, Mohammad Hassan Aboutorabi-Fard, December 12, 2012. 

http://english.farsnews.com/newstext.php?nn=9107124602  

¶ ñ[T]hey (the westerners) think that the Iranian nation is dependent on a number of goods (which they have 

sanctioned) and foreign currency and they don't understand that the Iranian nation can pass through 

obstacles whenever it wantséSuch hues and cries will not affect the Iranian nation and 10 years later such 

words (uttered by the western officials about sanctioning Iran) will be jokes that people will laugh at.ò ï 

President Mahmoud Ahmadinejad, December 11, 2012. 

http://english.farsnews.com/newstext.php?nn=9107126163  

¶ ñThe sanctions (against Iran over its nuclear program) are illegitimate and illegal and they are imposed due 

to the Islamic Revolution's nature and the Iranian nation's independence.ò - Iranian Foreign Ministry 

Spokesman, Ramin Mehman-Parast, December 4, 2012.  

http://english.farsnews.com/newstext.php?nn=9107124294 

¶ ñThese sanctions present an opportunity, and the harsher they are, the speedier oil industry development 

becomes. Thanks to the embargo, Iran has become an important exporter of petroleum products and 

equipment related to the oil industry. Iran is an important country in the region and in the world, and has 

many friends. We therefore have no concerns or difficulties selling our oil.ò - Oil Minister, Rostam 

Qassemi, July 2, 2012.  

http://www.irandailybrief.com/2012/07/02/oil-minister-sanctions-on-iran-are-opportunity-to-accelerate-

development/ 

¶ ñThe reality is that the smallest part of our economic problems are caused by sanctions, and our economic 

problems are due to domestic mechanismsé Our economic problems have roots, and if we treat these 

roots, foreign exchange prices will drop on their own.ò- Chairman of the Majlis, Ali Larijani, October 3, 

2012.  

http://english.farsnews.com/newstext.php?nn=9107150314
http://english.farsnews.com/newstext.php?nn=9107140788
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http://www.irandailybrief.com/2012/10/03/majlis-speaker-poor-economic-management-not-sanctions-led-

to-recent-fluctuations-in-forex-rates-robin-hood-methods-are-never-effective-in-the-economy/ 

However, there have been increasingly frank admissions that sanctions were having a major 

impact.  

¶ ñUnfortunately, the rate of economic growth is zero or below zero and negative. We could not make use of 

the opportunities in economy.ò - Gholamreza Mesbahi-Moqaddam, Chairman of the Majlis Planning, 

Budget and Assessment Committee, April 9, 2013. 

http://www.irandailybrief.com/2013/04/09/economic-growth-rate-zero-or-negative/ 

¶  ñUnfortunately, the increase in liquidity has had a bad effect on the increase in prices. The pressure of 

sanctions increased little by little. The effect of the sanctions on Iranôs economic affairs was 20%-30%, and 

the rest was due to decision-making problems.ò - Mohammad Reza Bahonar, First Deputy Speaker of 

Iranôs Majlis, April 1, 2013. 
 

http://www.irandailybrief.com/2013/04/01/sanctions-against-iran-have-affected-the-irans-economy-about-

20-30-government-failed-to-manage-irans-economic-crisis/ 

¶  ñSpecific policies by some banks and the National Iranian Oil Company (NIOC) have resulted in the 

stoppage of oil exports by the private sectoréSelf-imposed sanctions have brought oil exports by the 

private sector to a haltéThe private sector has had absolutely no oil exports since two months ago and is 

facing managerial barriers from NIOC.ò - Hasan Khosrojerdi, head of the Iranian Oil, Gas and 

Petrochemical Products Exportersô Association, March 6, 2013. 

http://www.irandailybrief.com/2013/03/06/private-sector-oil-exports-stopped-completely/ 

¶  ñWe are engaged in economic war and need to think of arrangements that can overcome these 

hurdleséLike any other war, economic wars also have casualties.ò - Mahmoud Bahmani, Governor of the 

Central Bank of Iran, February 28, 2013.  

http://www.irandailybrief.com/2013/04/01/sanctions-against-iran-have-affected-the-irans-economy-about-

20-30-government-failed-to-manage-irans-economic-crisis/ 

¶  ñOn the basis of the report, oil sales are down 40 percent and income has dropped 45 percent in the last 

nine months.ò - Head of the parliamentôs budget committee, Gholam Reza Kateb, January 7, 2013.  

http://www.washingtonpost.com/business/report-iran-oil-revenues-drop-45-percent-in-9-months-because-

of-sanctions-on-nuclear-program/2013/01/07/e525461e-58ea-11e2-b8b2-0d18a64c8dfa_story.html 

¶ ñLiquidity disproportional to national production, (western) sanctions, the trend of fluctuations combined 

with the incompetency of the governmentôs monetary and economic affairs officials have been the key 

factors behind the rising currency exchange rate.ò - Member of the Iranian Majlis, Ahmad Tavakkoli, 

January 7, 2013. 

http://www.irandailybrief.com/2012/12/21/governments-mismanagement-sanctions-behind-rise-in-

currency-exchange-rate/ 

¶ ñAll people who believed that the sanctions were nothing, but a worthless piece of paper and did not make 

the necessary arrangements to handle them will be required to account for their actions since the country is 

now suffering from the problem.ò - Chief of the General Inspection Office, Mostafa Pourmohammadi, 

December 31, 2012.  

http://www.irandailybrief.com/2012/12/31/anyone-who-has-failed-to-prepare-to-cope-with-the-sanctions-

will -be-required-to-account-for-their-actions/ 

¶ ñWe canôt say that sanctions have not hurt us. They have, but we devised plans to control the damage and 

have been able to avoid serious damage to our economyéItôs a temporary high rate of inflation in Iran, and 

we are trying our best to control it and bring it down to where it should be in the near future.ò ï Central 

Bank of Iran Govenor, Mahmoud Bahmani, November 22, 2012. 

http://www.irandailybrief.com/2012/11/22/cbi-governor-iran-has-avoided-a-serious-dent-to-its-economy-

from-western-sanctions-thanks-to-large-gold-reserves-high-oil-prices-and-reduced-foreign-imports/  

¶ ñThere is no precedence in the world for a central bank to be sanctioned. But they have done this and they 

may even expand the sanctions further to include logistics issues. Today we are in a serious and dangerous 

confrontation. We must realize that confronting the enemy requires serious thought and intelligence.ò - 

http://www.irandailybrief.com/2012/10/03/majlis-speaker-poor-economic-management-not-sanctions-led-to-recent-fluctuations-in-forex-rates-robin-hood-methods-are-never-effective-in-the-economy/
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Minister of Industries and Business, Mehdi Ghazanfari, July 17, 2012.  

http://iranprimer.usip.org/blog/all/Helia%20Ighani 

¶ ñOne factor is from outside, and one factor is from inside. The enemy has stated that it will impose (more) 

sanctions, and part of the oil purchases from Iran has decreased, and a considerable segment of our foreign 

currency revenues was generated through oil saleséWhat is worse than the oil sanction is the sanctions on 

banking transactions. If oil is sold, the payment cannot be transferred, and a massive and great secret war 

(against Iran) is actually underway in the world. This war has led to a decrease in oil sales, but we are 

making endeavors to make up for this decrease.ò ï President Mahmoud Ahmadinejad, October 2, 2012.  

http://www.mehrnews.com/en/NewsDetail.aspx?NewsID=1710947 

¶ ñéthe heaviest economic onslaught on a nation in history ... every day, all our banking and trade activities 

and our agreements are being monitored and blocked.ò - President Mahmoud Ahmadinejad, January 23, 

2012.  

http://www.cnn.com/2012/01/23/world/meast/iran-sanctions-effects/index.html 

Evaluating the Impact of Sanctions on Iranôs Oil and Gas Exports 

Evaluating the effect of sanctions on a macroeconomic level is difficult because of preexisting 

structural deficiencies of Iranôs underlying economy, one that is based almost totally on oil 

exports and that was weakened by subsidy reform and mismanagement. The basic economic data 

on Iran are notoriously uncertain, and far too much analysis focuses on macroeconomic estimates 

for the total economy that do not provide any reliable way to estimate the impact of sanctions in 

any detail. Yet uncertain as most spot macro-economic data are, it is possible to stitch together 

long term trends based on year-to-year and quarter-to-quarter data. The trends over the past few 

years indicate that sanctions have had a serious effect on the Iranian economy. 

All signs point to an economy under siege, production is down, industry is at a standstill, and 

there is a massive brain drain, estimated at 200,000 Iranians that try to leave the country 

annually.23 There have also been sporadic reports of workers striking due to unpaid wages; 

inflation on consumer goods is 40-50%, and the Iranian government being unable to pay wages 

of government employees.24 

As early as July 2012, the US Energy Information Agency (EIA) estimated that the growing 

impact of sanctions was impacting Iranôs ability to produce oil. The EIA announced that it 

ñexpects Iran's crude oil production to fall by about 1 million bpd by the end of 2012 relative to 

an estimated output level of 3.6 million bpd at the end of 2011, and by an additional 200,000 bpd 

in 2013. Iran has no chance for the foreseeable future of meeting its stated goal of some 5.3 

                                                 
23

 ñIranôs Brain Drain: 200,000 Graduates Trying to Go Abroad,ò Payvand Iran News, April 24, 2006. 

http://www.payvand.com/news/06/apr/1188.html 

24
 ñGovernment Not Able to Pay Wages of Maritime Workers,ò Iran Daily Brief, December 26, 2012. 

http://www.irandailybrief.com/2012/12/26/government-not-able-to-pay-wages-of-maritime-workers/; ñSharp 

Decline in Number Employed in Agricultural Sector Under Ahmadinejad,ò Iran Daily Brief, December 25, 2012. 

http://www.irandailybrief.com/2012/12/25/sharp-decline-in-number-employed-in-agricultural-sector-under-

ahmadinejad/; ñMore Workers Strike Due to Unpaid Wages,ò Iran Daily Brief, November 29, 2012. 

http://www.irandailybrief.com/2012/11/29/more-workers-strike-due-to-unpaid-wages/; ñWorkers Strike in South 

Fars,ò Iran Daily Brief, December 11, 2012. http://www.irandailybrief.com/2012/12/11/workers-strike-in-south-

fars/; ñIn Contrast with the Presidentôs Statements, Inflation on Consumer Products is 40-50%,ò Iran Daily Brief, 

December 26, 2012. http://www.irandailybrief.com/2012/12/26/in-contrast-with-the-presidents-statements-inflation-

on-consumer-products-is-40-50/?utm_source=rss&utm_medium=rss&utm_campaign=in-contrast-with-the-

presidents-statements-inflation-on-consumer-products-is-40-50  
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m/bpd of production capacity.ò25 Those estimates appear to be correct as Iranian oil production 

hit 2.68 mbpd in March 2013 according to the International Energy Agency (IEA).26 

Recent data from sources such as the EIA, the IEA, and various news organizations point to a 

substantial reduction in both Iranian crude production and crude exports. Iran is now exporting 

roughly 1.1 mbpd down from an average of 1.53 mbpd in 2012 and 2.5 mbpd in 2011 and 2010.27 

Iranian oil production has also continued to drop due to the lack of investment and now totals 

between 3.2 mbpd and 2.6 mbpd according to outside sources and roughly 3.7 mbpd according to 

Iranian sources. This is costing Iran roughly $100 million a day and roughly $5 billion a month.28  

Although Iran remains a relatively minor natural gas exporter, it has the second largest proven 

natural gas reserves and some maintain that Iranôs gas sector can more than compensate for 

declining oil exports.29 However, given the level of sanctions now imposed on all aspects of 

Iranôs energy sector, it is highly unlikely that it will be able to attract the $145 billion in new 

investment by 2018 that Tehranôs deputy Oil Minister has said Iran needs in order to develop its 

gas sector.30 With reduced investment, an estimated annual domestic natural gas consumption 

increase of 7%, and the reinjection of 1 TcF of gas into its oil fields for Enhanced Oil Recovery, 

Iran will most likely remain a minor player in natural gas.31 

Evaluating the Impact of Sanctions on Iranôs Financial, Banking, and 

Trade Sectors 

US financial sanctions and EU insurance provisions have also impeded other countriesô ability to 

finance and pay for transactions in Iranian oil, leading to reports that Iran's ability to produce oil 

has outstripped its ability to sell it.32 Due to the difficulty in lowering production by capping 

wells, Iran is preparing to store more oil and add 8 million barrels of storage capacity in the 

coming year in preparation for continuing lower sales.33  

                                                 
25
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 Kenneth Katzman, ñIran Sanctions,ò CRS, 22 June 2011. 
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According to the IEA, Iran has a total onshore storage capacity of 25 million barrels and is 

estimated to be filled to capacity; Iran had stored between 20-25 million barrels of crude in 

floating storage in April but it has been reduced to 13 million barrels in October, whether this 

reduction is due to more Iranian tankers being used to transport oil or other reasons is unknown.34 

IEAôs December Monthly Oil Report details 13 million barrels in floating storage in either the 

Arabian Gulf or off Malaysia. Current estimates show that most of Iranôs 25 million barrels of 

storage capacity is filled, and Iran has purchased additional tankers for use as floating storage. 

Iranôs currency, long held artificially high by a regime that could afford to subsidize it, has nose-

dived since the implementation of more stringent sanctions. It has lost more than 80% of its 

value relative to the dollar since 2011, and was trading at a record low of 37,000 to one dollar in 

October 2012, down from 28,000 Rials in September 2012 and 13,000 in September 2011.35 

According to some reports, this raised the real rate of annual inflation from the 29% the 

government claimed to almost 70%. The Rial has gained some of its value since then, trading at 

around 32,500-33,500 per dollar as of early March 2013.36 

By October 2012 food prices were rising so quickly that major changes were taking place by the 

day, and key foods like chicken had become unaffordable for many Iranians. The first public 

riots about the economy and rising prices took place, and some outside experts estimated Iran 

had lost half of the $80 billion in currency reserves it had in 2011.37  

The Economist Intelligence Unit estimated in September that they would cut the Iranian GDP by 

at least 1.2% in 2012-2013 ï a forecast that seemed highly optimistic as the impact of sanctions 

accelerated later in the fall of 2012.38 The Institute for International Finance has estimated that 

Iranôs economy will shrink by 3.5% this year compared with 1.2% growth in 2011. Inflation is 

also expected to have increased from 26.5% in 2011 to nearly 50% in 2012. Government 

revenues from oil exportation, if the current price of $110 a barrel holds, could be 40% less than 

in 2011.
39

 

These problems with the Rial and oil income sharply affected access to food in a country that 

received some 70% of its finances from oil exports, and that the World Trade Organization 

estimates imported $8.2 billion worth of food and $9.4 billion worth of agricultural products in 

2010.40 It has reduced meat consumption, led to the buying and hoarding of gold and dollars, 
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sharply reduced foreign and domestic investment, strained government revenues, and forced Iran 

into massive new efforts to use third parties and other nations to disguise its economic activities. 

The US has warned that it will not let the negotiations continue on endlessly and that it could 

refer the matter to the UN Security Council if the deadlock is not broken by March 2013. ñIf by 

March Iran has not begun substantive cooperation with the IAEA, the United States will work 

with other board members to pursue appropriate board action, and would urge the board to 

consider reporting this lack of progress to the U.N. Security Council,ò said Robert Wood, acting 

US Permanent Representative to the International Organizations.41 

Despite taking a far harsher tone with the IAEA and accusing the international agencyôs 

inspectors of sabotaging Iranôs electrical grids supplying Iranôs Fordow and Natanz enrichment 

plants during Augustôs IAEA inspection, the IAEA has continued to meet with Iran during this 

time. The most recent meeting, on December 15
th
, was reported as a ñgood meetingò and there 

are media reports that Iran and the IAEA may come together on an agreement that resolves some 

of the issues between the international nuclear energy organization and the Islamic Republic of 

Iran.42 Despite the initial hope, the IAEA and Iran failed to reach an agreement. 

Implications for US Policy 

The US, the EU, and other nations seeking to end Iranôs nuclear programs are now engaged in an 

uncertain and unpredictable race with Iran to see if a combination of outside sanctions and 

negotiations can make fundamental changes in Iranôs behavior and apparent progress in 

developing nuclear weapons. The good news is that sanctions are having a major impact. The 

bad news is that so far this impact has largely been on the Iranian people, the regime has not 

changed its behavior, and Iran is getting closer and closer to a nuclear break out capability and 

the ability to deploy nuclear weapons if it chooses to do so. 

As has been analyzed in Chapter IV (Part II), it may be several years before Iran crosses critical 

ñred linesò like producing weapons grade material, conducting a nuclear test, or building and 

deploying nuclear weapons. It is not clear, however, that sanctions will work. The US and its 

regional allies are already involved in efforts at military containment, but the grim reality is that 

preventive strikes are still a very real option and the odds they will take place continue to 

increase. 

Sanctions and Negotiations 

The previous analysis has shown that new sanctions have already had a major impact. This 

impact grew steadily during 2012 and 2013, and the new sanctions will continue to have a 

growing cumulative impact on Iranôs savings, foreign exchange reserves, oil and gas export 

income, and the ability to fund imports. The full effects of these sanctions will not become 

apparent until late 2013 at the earliest, but they already are cutting Iranian energy exports and 

revenues, and creating serious banking and trade problems. Iran has made its frankest admissions 
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to date that sanction are having a major impact. The Iranian Rial has become destabilized, and it 

fell to record lows in October 2012 as currency markets reacted to the prospect of more limited 

foreign trade. The Iranian government, the Iranian economy, and the Iranian people are already 

feeling the pressure.  

Sanctions have had some impact on popular attitudes towards the regime although they have also 

caused anger at the US. While they are not targeted at the Iranian people, they have and will 

continue impact every Iranian except the very poor and the very rich, and will do so in an 

economy where savings and investment have been hurt by inflation, a devalued currency, and 

economic mismanagement. Any new series of sanctions is certain to have a growing impact on 

every Iranian whose income is shaped by the market economy - the vast majority in a country 

that the World Bank and CIA estimate is 67% to 71% urbanized. 

However, Iranôs economy has scarcely collapsed despite inflation, unemployment, and an 

uncertain exchange rate. Iranôs leadership has so far been able to keep the economy going and 

that appears to be more resilient than most people believed. However, sanctions relief will only 

come with successful negotiations. Iranôs leadership may be able to persevere in spite of such 

pressures due to their ability to deflect sanctions, but there is a limit to this ability. Past polls and 

election results are one thing, popular discontent after new and continuing sanctions combine 

with an economy in crisis. 

It is also important to note, that the ñhardlinersò in the regime continue to reject any talks with 

the US over its nuclear program. And Iranians cannot avoid seeing the deep differences with in 

the clergy, the growing role of unelected leaders of the IRGC, and the bitter exchanges between 

the Supreme Leader Ali Khamenei and President Mahmoud Ahmadinejad. Iranôs history of 

corrupt presidential and legislative elections and crackdowns on human rights do not help. The 

more that sanctions interact with repressive restrictions on normal life, the more these problems 

are likely to impact on all classes of Iranian society.  

Iran does not seem to have changed its tactics of using negotiations as a cover while it moves 

forwards towards nuclear weapons. There were reports in early October 2012 that that Iran had 

offered a new plan to end the nuclear confrontation.43 The plan proved to be a rehash of past 

negotiating proposals that called for early dismantling of the sanctions, and a slow dismantling of 

key enrichment sites like Fordow in ways that could allow Iran to move its enriched stocks and 

send them to other concealed centrifuge facilities or store them for a future breakout attempt.  

Some reports indicated that this plan was rejected by the United States because it would have 

allowed Iran to continue to enrich Uranium until sanctions were completely removed, and allow 

Iranôs stockpile of 20% enriched Uranium to remain in the country - making it easier for Iran to 

retain a ñbreakoutò capacity. This indicated Iran might have calculated that the end result would 

be to dismantle the sanctions effort in ways the US and EU could not rebuild, and be a variant on 

Iranôs past ñnegotiate and proceedò tactics.  

Other reports indicated that Iranôs action were at least a sign that sanctions might drive 

Khamenei to accept a serious agreement.44 Two days later, however, Iranian officials dismissed 
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the report. They claimed the report was ñbaseless,ò and that ñIran has never delivered any new 

proposal other than what had been put forward in talks with the P5+1.ò45  

At the same time, Iran became steadily more critical of the IAEA after the spring of 2012 - 

increasingly implying that the IAEAôs activities and reports were an extension of US and 

Western sanctions efforts and intelligence activities. IAEA officials also became the target of 

anti-IAEA protests in Tehran mid-August.  

Iran took an even harsher tone with the IAEA in the days that followed reports of a new Iranian 

negotiating proposal and Iranôs denial. Iran accused the international agencyôs inspectors of 

sabotaging Iranôs electrical grids supplying Iranôs Fordow and Natanz enrichment plants during 

Augustôs IAEA inspection. Iranian officials also accused the agency of tampering with 

equipment and Fereydoun Abbasi, Iranôs chief nuclear official said that, ñTerrorists and 

saboteurs might have intruded the agency and might be making decisions covertly.ò46  

Some experts felt that these developments reflected an Iranian effort to prepare for either 

downgrading its relationship with the IAEA or for removing the inspectors altogether. They also 

speculated that an increasingly hostile relationship between Iran and the IAEA might seriously 

imperil future negotiations. While the outright removal of inspectors would instantly increase 

tensions to the point that Israel would seriously consider a preemptive strike. 

The IAEA did, however, continue to meet with Iran. Its meeting with Iran on December 15, 

2012, was reported to be a ñgood meeting.ò There has been more recent news reports that Iran 

and the IAEA may come together on an agreement that resolves some of the issues between the 

international nuclear energy organization and the Republic of Iran.47 It is not known if the deal 

includes IAEA visitation to the Parchin military facility, other specifics, or if the deal will even 

happen.48 Despite the initial hope, the IAEA and Iran failed to reach an agreement. 

P5+1-Iran talks have similarly stalled. In mid-December 2012, Iran indicated that it was willing 

to enter into new talks with the western group of nations. Quickly the P5+1 agreed to a new 

package, similar to the one offered during negotiations in the summer of 2012, and it appeared 

that both sides were working towards determining a timetable for talks to begin sometime in 

January 2013.49  

When talks finally did get underway in Almaty, Kazakhstan in early April 2013, it was apparent 

that the two sides were still far apart from each other. At the meeting the P5+1 put a new 

proposal on the table that required Iran to suspend enrichment at Fordo, limit the amount of 20% 
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enriched uranium to less than required to build a nuclear weapon, and allow greater access for 

IAEA inspectors.50 In return the P5+1 offered limited sanctions relief, mostly pertaining to Iran's 

gold transactions and petrochemical trade. Iran did little more than offer a rehash of its previous 

proposals and a demand for almost total relief from sanctions, including banking sanctions, along 

with recognition of its right to enrich.51  

Two days of negotiations ended in nothing more than both sides praising for their Kazak hosts 

and vague promises to meet again. The chief negotiator Catherine Ashton said, ñOver two days 

of talks we had long and intensive discussions on the issuesò An unnamed US official said, ñIt is 

fair to say that both sides came away with a better understanding of the otherôs thinking.ò52 In 

reality, nothing had happened except Iran had won more time in which to move forward in its 

nuclear efforts. 

Some experts believe that the time will be right for a deal between the two sides, as sanctions 

continuing to impact Iranôs economy and increase its political infighting. Hassan Rowhani, a 

former senior Iranian nuclear negotiator, stated that, ñFor the West to become confident about 

our peaceful nuclear activities and for us to get our rights and get past the effects of sanctions 

and the difficult path the enemy has prepared for us, there is only one way, and it is 

negotiations.ò53 It is hard, however, to be optimistic. 

The Key Near-Term Choices for US Policy 

As Chapters III and IV (Parts I and II) have discussed, the US already must be ready for 

contingencies that could trigger a significant clash or conflict in the Gulf, for Israeli preventive 

strikes, for serious US military action if a crisis escalates to the point where the US might have to 

strike at Iranôs overall base of asymmetric forces, conventional forces, nuclear technology, or 

missile forces. It also must prepare to deal with the reality that Iran crosses critical red lines. 

While the US should pursue sanctions and diplomatic options, it must also begin to make hard 

choices regarding the possibility that sanctions and diplomacy may fail within the next one to 

three years. This means choosing between containment and preventive strikes, and doing so on 

the basis of the kind of classified analysis of future options that require full access to both 

intelligence and military planning data. The choice between bad options should always be as 

objective as possible, and based on the best information and modeling, and many of the key 

variables are now so highly classified that outside analysis is severely limited. 

In the near-term, the US does need to do everything it can to ensure that sanctions lead to 

successful negotiations. This means the US should pursue the following options: 
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¶ The US should do everything possible to create UN, multilateral, and unilateral sanctions that are as 

effective as possible. The time for gradual approaches is over. If there is to be a peaceful outcome to this 

conflict, it must come before Iran tests a nuclear device or deploys a nuclear weapon. It must come before 

Israel takes preventive action, the region becomes locked into a nuclear arms race, or Iran creates a 

technology base so advanced that current IAEA inspection methods cannot detect a covert nuclear weapons 

program.  

¶ Make it clear that the US and its allies offer Iran incentives to halt and reverse sanctions continuously. 

Show other countries that the US and the P5+1 offer Iran real incentives to halt illicit weapons related 

activities, and explain and justify sanctions in terms that nations in other regions can understand. Sanctions 

relief is not enough. Iran needs to see that the US and the rest of the P5+1 will offer incentives in terms of 

fuel supplies, trade, investment, and energy development. If sanctions are the ñstickò, the US must act to 

ensure that there are real and immediate ñcarrotsò. 

¶ Work closely with European, Gulf, and Israeli allies. The US cannot assume its allies will follow if it does 

not communicate, consult, and treat them as partners. This is an area where the US must be transparent 

enough to convince the world it is not repeating the mistakes it made in going to war in Iraq, that it will not 

act rashly, and it will listen as much as it attempts to lead. 

¶ Make a convincing case to the Iranian people, its allies and the world that Iran is seeking to obtain nuclear 

weapons. It is not enough to cite IAEA reports and continue diplomatic pressure. The US must continue to 

work with the IAEA and key allies to show the dangers in Iranôs actions and make the threat it poses 

convincing. Explain how a crisis in the Gulf could threaten all countries - including the developing 

countries outside the region. Make the case through effective strategic communications and as objectively 

as possible. 

¶ Use arms transfer efforts to supplement sanctions. The US must continue to ensure that China, Russia, and 

other nations will not from transfer advanced arms and military technology to Iran, nor any technology and 

equipment that could be used to develop nuclear weapons. In the past few years, Russian and Chinese arms 

transfers to Iran have dropped significantly - this needs to continue. At the same time, as is outlined in 

Chapter VI, it must work with its Arab Gulf allies and Turkey to give them a strong a mix of defenses and 

deterrents, help Israel the security needed to reduce the incentive for preventive strikes, and - as is 

discussed in Chapter VII - do what it can to make Iraq secure and a real security partner. 

¶ Work with the UN, IAEA, and its allies to update the agreements necessary to ensure full compliance with a 

meaningful and verifiable agreement. It will not be enough for Iran to allay the immediate concerns raised 

by the IAEA. It must be clear that any negotiation ends in a viable agreement. 

¶ Avoid aggressive interference in the form of regime change, but support strategic communications from 

Iranian exiles and encourage internal movement towards moderation and democracy. Focus on regime 

modification when dealing with the nuclear issue and the threat in the Gulf, and leave regime change to 

Iranians. 

¶ Attempt to prevent pre-emptive strikes from the Israelis that would stir up nationalism and a ñrally around 

the flagò sentiment in Iran, improving the regimeôs chances at long term survival. An Israeli attack would 

not cause the Iranian people to blame their government or the nuclear program, it would instead cause an 

outpouring of nationalism and support for the government. As the new sanctions are beginning to take hold 

and people are angry at the government for its irresponsible economic policies, a pre-emptive strike would 

reverse the progress of the past few years. 

¶ Support arms control in enforcing the NPT and giving the IAEA the necessary tools and freedom of action 

as critical policy option. However, a weapons of mass destruction free zone has virtually no chance of 

being negotiated in a meaningful form. 

The Uncertain Result: Giving Diplomacy Near Term Priority But Building 

New Levels of  Containment, Deterrence, and Security 

Sanctions and diplomacy are the best of a bad (or at least highly uncertain) set of options, but it 

is far from clear that they will stop Iranôs progress toward a nuclear weapons capability. Despite 
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the lack of diplomatic progress, and the appearance that the Iranians are stalling for time, 

negotiations may still be successful. Successful negotiations might also bring about long-term 

changes in the US-Iranian relationship. 

But, the most likely case is that failed sanctions, failed negotiations, and an unchanging Iranian 

regime will either lead to preventive strikes at levels that are actually a preventive war, or 

become the beginning of years of intensive confrontation with Iran at every level. The risks 

become steadily higher as time goes on if negotiations do not succeed before Iran can develop an 

advanced a base of centrifuges and other technology that preventive strikes may not be fully 

effective. They become critical if Iran acquires weapons grade material, conducts any kind of 

nuclear test, or is found to be deploying weapons based on some form of ñcoldò test or sub-

critical ñhotò test. 

Some form of serious military clash or limited conflict may come earlier. So far, Iran has backed 

away from military confrontation, but it is also far less clear what will happen as sanctions result 

in a major Iranian economic crisis. Iran has at least as much to lose, if not more, as any other 

Gulf state if it halts oil traffic through the Strait. Iran also cannot hope to win any serious 

conventional conflict with the US and its Gulf allies, and will therefore attempt to use 

asymmetric means to confront the US.  

Rising pressure on Iran can lead it to take risks, and exercise the kind of military options 

described in Chapters III and IV. Limited or demonstrative military actions can become serious 

clashes and accidents can escalate into war. At the same time, Iranôs progress towards a nuclear 

weapons capability may lead Israel to carry out preventive strikes, which will force the US to 

choose between launching its own strikes to ñfinish the jobò or doing nothing and wasting an 

opportunity to set back the nuclear program for a longer period of time. 

If a period of confrontation and sanctions does last for several more years, without Iran actually 

moving to acquire nuclear weapons, there may be a lasting increase in oil prices and pressure on 

the world economy. This period of time will also allow Iran time to steadily improve its 

asymmetric capabilities and political warfare. If Iran does complete a nuclear weapon during this 

time without a decisive US military response, it might lead many nations to abandon sanctions or 

aggressive posturing in fear of Iranian retaliation.  

At the same time, Iran will have to take risks of its own. It has no inherent advantages in a 

regional nuclear arms race and playing the ñlong gameò. Hostile Iranian actions and Iranôs 

movement towards a nuclear weapons capability might also strengthen the USôs, Europeanôs, 

and Southern Gulf stateôs resolve and support for sanctions.  

If sanctions continue without preventive strikes, Iran will continue to pay a steadily higher 

cumulative cost as a result and popular support for the regime will most likely continue to erode. 

In addition, Iran cannot be certain that the use low-level asymmetric tactics can be used without 

provoking the US and other states to escalate the conflict economically or militarily. Nor can 

Iran achieve escalation dominance at any level, and the steadily growing level of conflicts that 

might occur if nuclear weapons are ever used will risks a the war leads to a processing of 

spiraling escalation - leading to the destruction of Iranôs military forces and other assets.  

Preparing for Preventive Strikes and/or Extended Deterrence 

These risks should in theory give all sides reason to negotiate. In practice, they have so far failed 

to do so. Moreover, even if sanctions do lead to successful negotiations, they may well have 
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serious limitations. Negotiations that focus on Iranôs nuclear program will have limited effects 

even if they are successful. Iran can continue many aspects of nuclear weapons development 

with little risk of detection. As its recent exercises in the Gulf show, Iran is also building up its 

capabilities for asymmetric warfare in ways that can threaten conventional navies and employ a 

wide range of tactics. It continues to use its Quds Force, intelligence services, and diplomats to 

pose a growing threat to the Arab states and Israel, in addition to controlling an axis of influence 

that includes Iraq, Syria, and Lebanon. 

This means that a continued focus on sanctions and arms control efforts must be supported by the 

continued development of military capabilities to deter and contain Iran and carry out preventive 

strikes and restrikes if necessary. The US should preserve and enhance its ability to use force 

against Iran. The US and its allies should make it clear to Iran that if it conducts nuclear tests, is 

found to be assembling nuclear weapons, or deploys a nuclear weapon it will justify the use of 

military force. The US and its allies should also find ways to warn Iran that any major Iranian 

effort to ñclose the Gulf,ò or a large-scale clash between Iran and the US or its allies could lead 

to escalating military action.  

At the same time, the real world political and strategic results of replacing sanctions and 

diplomacy with the use of force are so unpredictable, and the risks are so high, that force must be 

a last resort. The use of force may end any chance of diplomacy for the life of the Islamic 

Republic, lead Iran to lash out militarily or by using proxies, and create a major energy and 

economic crisis in the process. 

Temporary success from limited preventive strikes may end up convincing the Iranian regime 

that nuclear weapons are required at any level of sacrifice in order to survive and prevent future 

attacks. They may lead Iran to withdraw from the NPT and start a far more intensive and 

dispersed nuclear weapons program. They may usher in a period of containment analogous to the 

Cold War.  

Any military strike should only be taken if it becomes clear that Iranôs regime has reached the 

point where it cannot be deterred and there is strong evidence Iran will produce and quickly 

deploy nuclear weapons. It should only come after clearly assessing the relative risks of 

continuing with sanctions and containment and only after a careful assessment of the relative 

risks of this option versus preventive strikes. It is far easier to begin a conflict and trigger the law 

of unintended consequences than live with the result. 
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Introduction  

This report analyzes four key aspects of US and Iranian strategic competition ï sanctions, 

energy, arms control, and regime change. It reflects the fact that major increases have taken place 

in the scope and intensity of US and EU sanctions since the fall of 2011. At the same time, the 

November 2011 IAEA report highlighted a series of continuing military dimensions in Iranôs 

nuclear program, and the IAEA has since regularly reported on further such developments.  

There are no indications to date that either past or new sanctions are changing Iranôs behavior 

and nuclear efforts. 

The negotiating climate has been affected by other new tensions with Iran. Tensions have been 

increased by an Iranian assassination plot against the Saudi Ambassador to the US, by Iranian 

intervention in dealing with Shiôite in the Arab Gulf states, by an Iranian-government-sponsored 

mob attack on the British Embassy in Tehran in November 2011, by Iranian intervention in the 

Syrian civil war, and by various Iranian threats to ñcloseò the Gulf to oil traffic.   

Previous parts of the this analysis have focused on the impact of Iranôs increasing asymmetric, 

conventional and missile warfare capabilities, and the details of developments in the Iranian 

nuclear program. So far, the new sanctions have not change the nature of Iranôs nuclear efforts, 

although they have affected its energy exports. They have led Iran to return to the negotiating 

table, but there has been no progress in the actual negotiations or in resolving any of the IAEAôs 

questions about the military implications of Iranôs actions. The US and its allies now find 

themselves in a seemingly intractable conflict with Iran over nuclear programs that bring it to the 

edge of a nuclear weapons breakout capability. 

There may still be several years in which to resolve this situation through negotiations, but this is 

uncertain. As this analysis shows, Iran is under growing economic pressure both because of 

sanctions and its own chronic mismanagement of its economy. Other cases where such sanctions 

have been applied have shown it can take several years for sanctions to have their full effect and 

that much depends on whether the sanctioned country can find ways to mitigate or avoid such 

sanctions. As a result, Iran may still change its behavior. Iran also has elections coming that will 

do much to reveal the attitudes of the Iranian people towards sanctions and Iranôs nuclear efforts, 

as well as the level of control the Supreme Leader can exert over Iranôs politics.  

It is far from clear, however, that sanctions and negotiations will push Iran into fundamental 

changes in its nuclear program, or that elections can affect the character and behavior of the 

regime. At present, events seem to be moving towards the point where the US will have to make 

hard decisions about preventive strikes, where Israel will come under increasing pressure to act, 

and the USôs European allies, Turkey, and the Arab states around Iran will have hard to choice to 

make about preventive strikes and/or major increases in the level of the forces than can contain 

and deter Iran if it does deploy nuclear weapons. 

A New Round of US and EU Sanctions 

Major shifts have taken place in the sanctions against Iran in 2011 and 2012. Washington has 

sought to further isolate Iran economically through new sanctions on the Central Bank of Iran 

(CBI) and Iranian companies involved in the nuclear, hydrocarbon, and petrochemical industries. 

The EU has taken steps of its own to isolate and pressure Iran by enacting an oil embargo, 

prohibiting investment in Iranôs oil industry, prohibiting EU companies from issuing insurance 
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of all types, and prevent Iran from using the SWIFT inter-bank communications network, among 

other restrictions and bans.  

The US has instituted a number of major legislative packages of unilateral Iran sanctions coupled 

to a number of acts that amend and strengthen previous legislation, impacting hundreds of 

companies, people, and assets. However, it was not until 2010 with the Comprehensive Iran 

Sanctions, Accountability, and Divestment Act (CISADA) that sanctions started to have a 

noticeable effect on Iranôs banking sector, exports, imports, and general economic health.  

The Comprehensive Iran Sanctions, Accountability, and Divestment Act of 2010 (signed July 1, 

2010), FY 2012 NDAA (signed December 31, 2011), Iran Threat Reduction and Syria Human 

Rights Act of 2012 (singed August 10, 2012), and FY 2013 NDAA (signed January 2, 2013), 

have cut off Iran from the international banking system; declared the entire Iranian banking 

sector as money laundering entities; increased the number of sanctions the president is to impose; 

targeted Iranôs petrochemical industry, the CBI, the financial sector, and transportation 

infrastructure; and forced countries to curtail their purchases of Iranian oil in the face of US 

third-party sanctions. 

Since 2010, the EU has joined the US to pressure Iran by instituting six major Council Decisions 

- Council Decisions 2010/413/CFSP (issued July 27, 2010), 2011/235/CFSP (issued April 14, 

2011), 2012/35/CFSP (issued January 23, 2012), 2012/152/CFSP (issued March 15, 2012), 

2012/168/CFSP (issued March 23, 2012), and 2012/365/CFSP (issued October 15, 2012). These 

sanctions have targeted various dual-use items, Iranian transportation and shipbuilding services, 

oil and gas technology, investments in the Iranian petrochemical industry, and maritime 

insurance. They also cut Iran off from the international banking system.  

The EU embargoed Iranian oil and natural gas, which accounted for roughly 23% of Iranôs total 

oil exports; oil exports comprise 80% of Iranôs total export earnings and 50-60% of government 

earnings.54 The EU embargo prohibits the purchase, transportation, and importation of Iranian 

crude oil, the exportation of petrochemical equipment and technology, as well as related 

financial investments including insurance. Additionally, the EU froze the CBIôs European assets, 

and banned the trade of gold and other precious materials between Europe and the CBI.
55

  

The chronology of US and EU actions against Iran can be summarized as follows: 

¶ On March 14, 2013 the US Government identified and instituted sanctions against Dimitris Cambis, the 

Greek shipping owner of Impire Shipping Company based in Greece. According to the State Department 

announcement, Cambis had purchased at least eight oil tankers on Iranôs behalf, took on Iranian oil through 

ship-to-ship transfers, and sold the oil to international customers who were unaware of the oilôs origin.
56 

¶ On February 27, 2013, H.R. 850, the ñNuclear Iran Prevention Act of 2013ò was introduced with bipartisan 

support to Congress. The legislation would increase the list of blacklisted Iranian companies, potentially 

                                                 
54

 Energy Information Administration, ñCountry Analysis: Iran,ò March 28, 2013. 

http://www.eia.gov/countries/cab.cfm?fips=ir 

55
 ñEU Iran Sanctions: Ministers Adopt Iran Oil Imports Ban,ò BBC News, January 23, 2012. 

http://www.bbc.co.uk/news/world-europe-16674660   

56
 Joby Warrick and Anne Gearan, ñGreek businessman cited in scheme to sell Iranian oil, defying sanctions,ò The 

Washington Post, March 14, 2013. http://www.washingtonpost.com/world/national-security/greek-businessman-

cited-in-scheme-to-sell-iranian-oil-defying-sanctions/2013/03/14/aa2f1f1a-8cd6-11e2-b63f-f53fb9f2fcb4_story.html 

http://www.eia.gov/countries/cab.cfm?fips=ir
http://www.bbc.co.uk/news/world-europe-16674660
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block Iranian assets held in Euros, designate the IRGC as a terrorist entity, continue to restrict business 

dealing with Iran. The bill has been referred to committee.
57

 

¶ On January 2, 2013, President Obama signed into law the FY 2013 National Defense Authorization Act 

that blocks property and imposes at least five sanctions on entities that provides goods or services to 

energy, shipbuilding, shipping, port operations, or provides insurance for those operations and blacklists 

foreign banks which do provide such services from using the US banking system. These sanctions do not 

apply for countries with exemptions, nor do they apply to purchases of natural gas from Iran. The law 

imposes at least five sanctions on any entity that provides precious metals to Iran (such as gold), or semi-

finished metals or software for integrating industrial processes. It also imposes human rights abuser 

sanctions on Islamic Republic of Iran Broadcasting. On February 6, any funds used to purchase Iranian oil 

must be credited to an account located in the purchasing country and can only be used for the purchase of 

non-sanctioned goods. This will reduce the hard currency earnings Iran receives from oil sales. 

¶ On October 15, 2012, the EU issued Council Decision 2012/365/CFSP, instituting additional sanctions 

against Iranôs banking system, oil and petrochemical industry, and shipping industry. The EU decision 

prohibits any transactions between European and Iranian banks except for those authorized in advance. It 

also bans the export of graphite, aluminum, steel, and industrial facility control software. The decision 

prohibits the provision of flagging and classification services to Iranian tankers and cargo vessels in the EU 

or by EU nationals. Finally, the decision also forbids EU companies from providing shipbuilding 

technology and naval equipment to Iran and broadens the export ban on equipment for Iranôs oil, gas, and 

petrochemical industries.  

¶ On August 10, 2012, President Obama signed into law the ñIran Threat Reduction and Syria Human Rights 

Act of 2012ò which strengthened sanctions on Iranôs energy sector by increasing the number of sanctions 

the Administration is required to impose from three to five. The law also imposes sanctions against foreign 

companies who conduct business in Iranôs energy sector and any company that insures, sells, or leases 

tankers to Iran. This action has resulted in higher insurance costs for Iranian tankers and has resulted in 

major insurance companies refusing to insure Iranian ships.  

¶ On March 15, 2012, the Society for Worldwide Interbank Financial Telecommunication, or SWIFT, 

complied with EU instructions to, ñdiscontinue its communications services to Iranian financial institutions 

that are subject to European sanctions.ò
58

 SWIFT is essential to international banking because it provides a 

secure worldwide financial communication and transaction network to more than 10,000 financial 

institutions and corporations in 210 countries. In 2010, SWIFT reported that 19 Iranian banks and 25 

Iranian financial institutions used the network over 2 million times during the course of the year.
59

 All 

banking transactions with Iran, international insurance coverage in Iran or for Iranian oil transportation, and 

all transactions with Iranôs state-owned oil company and its main tanker fleet, are affected by this 

decision.
60

 

                                                 
57

 Rick Gladstone, ñLawmakers Introduce Bipartisan Measure to Toughen Iranian Sanctions,ò The New York 

Times, February 27, 2013. http://www.nytimes.com/2013/02/28/world/middleeast/lawmakers-offer-bill -to-toughen-

iranian-sanctions.html 

58
 Rick Gladstone and Stephen Castle, ñGlobal Network Expels as Many as 30 of Iranôs Banks in Move to Isolate Its 

Economy,ò New York Times, March 16, 2012, http://www.nytimes.com/2012/03/16/world/middleeast/crucial-

communication-network-expelling-iranian-banks.html?_r=1  

59
 Rick Gladstone and Stephen Castle, ñGlobal Network Expels as Many as 30 of Iranôs Banks in Move to Isolate Its 

Economy,ò New York Times, March 16, 2012, http://www.nytimes.com/2012/03/16/world/middleeast/crucial-

communication-network-expelling-iranian-banks.html?_r=1; Thomas Endbrink and Joby Warrick, ñGrim Outlook 

on Nuclear Talks,ò Washington Post, March 16, 2012, p. A7.  

60
 Indira A.R. Lakshmanan, ñ Iran Sanctions Bid Targets Oil, Tanker Companies to Cut Exports,ò Bloomberg, Feb 

6, 2012; Indira A.R. Lankshmanan, ñGlobal Insurers Targeted in Latest U.S. Bid to Expand Sanctions on Iran, 

Bloomberg, Mar 8, 2012; Al-Arabiya, U.S. Lawmakers Take Next Step on New Iran Sanctions on Heels of 

European Embargoes, Jan 31, 2012; http://english.alarabiya.net/articles/2012/01/31/191608.htm; AP sources: 

Congress to seek new sanctions targeting all Iranian banks Associated Press, March 6, 2012, 

http://www.washingtonpost.com/politics/federal_government/ap-sources-congress-to-seek-new-sanctions-targeting-

http://www.nytimes.com/2012/03/16/world/middleeast/crucial-communication-network-expelling-iranian-banks.html?_r=1
http://www.nytimes.com/2012/03/16/world/middleeast/crucial-communication-network-expelling-iranian-banks.html?_r=1
http://www.nytimes.com/2012/03/16/world/middleeast/crucial-communication-network-expelling-iranian-banks.html?_r=1
http://www.nytimes.com/2012/03/16/world/middleeast/crucial-communication-network-expelling-iranian-banks.html?_r=1
http://english.alarabiya.net/articles/2012/01/31/191608.htm
http://www.washingtonpost.com/politics/federal_government/ap-sources-congress-to-seek-new-sanctions-targeting-all-iranian-banks/2012/03/06/gIQA1p0XvR_print.html
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¶ On February 27, 2012, the Treasury Department strengthened the preexisting Iranian Financial Sanctions 

Regulations (IFSR) with the implementation of subsection 1245(d). The amendment extends sanctions to 

ñforeign financial institutions that knowingly conduct or facilitate certain significant financial transactions 

with the Central Bank of Iran (CBI) or a U.S.-designated Iranian financial institution.ò In accordance with 

these actions, the Secretary of Treasury will impose sanctions on privately-owned foreign institutions, as 

well as government-owned or controlled financial institutions that conduct business with the CBI.
61

 

¶ On February 5, 2012, President Obama issued Executive Order 13599, which implemented section 1245 of 

the FY2012 NDAA that froze the assets of the Iranian government and prevented all Iranian financial 

assets in the US from being ñtransferred, paid, exported, withdrawn, or otherwise dealt with.ò
62

 The order 

also implemented new sanctions that required US banks to seize the funds of those on the Specially 

Designated Nationals (SDN) list, even if the funds are not destined to a US entity or firm. Previously, US 

banks were required to block the transaction and return the funds to the sender. This order effectively 

blocks Iranians from using the US banking system. 

¶ On January 23, 2012, the EU, which accounts for roughly one-fifth of Iranôs oil exports, introduced new 

sanctions to be phased in over the course 2012. The EU enacted an embargo on the purchase, 

transportation, and importation of Iranian crude oil; the exportation of petrochemical equipment and 

technology; as well as related financial investments including insurance. Existing European contracts were 

allowed to continue until July 1, 2012. Additionally, the EU froze the CBIôs European assets, and banned 
the trade of gold and other materials between Europe and the CBI.

63
  

¶ On December 31, 2011, President Obama signed the FY2012 National Defense Authorization Act (NDAA) 

(S.1867) that contained an amendment that required the President to bar foreign banks from opening 

accounts in the US if that bank processed payments for oil through the CBI. Section 1245 of the FY2012 

NDAA imposed unilateral sanctions on CBI in ways that impose major penalties against entities ï 

including corporations and foreign central banks ï which engage in transactions with the CBI. The 

sanctions on transactions unrelated to petroleum were to come into force 60 days after the bill was signed. 

Sanctions on transactions related to petroleum were to take effect a minimum of 180 days after the bill's 

signing. The amendment provided for a renewable waiver of 120 days if the President determined that 

doing so is in the interest of the US.  

¶ On December 5, 2011, the State Department launched a ñvirtual embassyò for Iran. This consisted of a 
website which was quickly blocked by Tehran amidst allegations that the US was attempting to recruit 

spies and foster regime change. US State Department officials claimed that the site was merely an attempt 

to inform Iranians about student visas and explain US policy towards Iran. It appears that the effort 

intended to weaken support for the regime among young, technically savvy Iranians. This was one in a 

series of attempts to make pro-American media and resources available to populations inside Iran. 

¶ In November 2011, the US Treasury Department introduced new unilateral sanctions under the auspices of 

the Comprehensive Iran Sanctions, Accountability, and Divestment Act of 2010 (CISADA). These new 

sanctions targeted Iranôs petrochemical industry, the CBI and financial sector, and transportation 

infrastructure and added dozens of names to the list of sanctioned individuals. These restrictions bar 

institutions from conducting any business with any Iranian banks ï including the CBI and its affiliates ï as 

                                                                                                                                                             
all-iranian-banks/2012/03/06/gIQA1p0XvR_print.html., ñIran Sanctions Bid Targets Oil, Tanker Companies to Cut 

Exports,ò Bloomberg, Feb 6, 2012 2:26 PM ET; Indira A.R. Lakshmanan , Global Insurers Targeted in Latest U.S. 

Bid to Expand Sanctions on Iran, Bloomberg, Mar 8, 2012 11:10 AM ET; Al Arabiya, U.S. lawmakers take next 

step on new Iran sanctions on heels of European embargoes, Tuesday, 31 January 2012;  

61
 U.S. Department of the Treasury, ñFactsheet: Treasury Amends Iranian Financial Sanctions Regulations to 

Implement the National Defense Authorization Actò, February 27, 2012.  

62
 ñExecutive OrderðBlocking Property of the Government of Iran and Iranian Financial Institutionsò, The White 

House, Office of the Press Secretary, February 6, 2012.  

63
 ñEU Iran Sanctions: Ministers Adopt Iran Oil Imports Banò, BBC News, January 23, 2012. 

http://www.bbc.co.uk/news/world-europe-16674660   

http://www.washingtonpost.com/politics/federal_government/ap-sources-congress-to-seek-new-sanctions-targeting-all-iranian-banks/2012/03/06/gIQA1p0XvR_print.html
http://www.bbc.co.uk/news/world-europe-16674660
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well as expanding sanctions on Iranian individuals and placing new restrictions on the importation of 

Iranian goods.  

¶ On November 21, 2011, the US Treasury Department designated Iranôs entire financial sector, including 

the CBI, as ñmoney laundering entitiesò under Section 311 of the USA Patriot Act.  

¶ On July 27, 2010, the EU issued Council Decision 2010/413/CFSP that establishes an embargo on nearly 

all dual-use goods, military arms, and nuclear-related items; bans EU export of key equipment and 

technology for oil and natural gas production, exploitation, and refining; bans technical assistance, training, 

and financing in Iranôs energy sector; and bans access to EU airports for Iranian cargo flights as well as the 

provision of bunkering or ship services to Iranian or Iranian contracted vessels and aircraft if they have 

been involved in sanctions violations. 

¶ On July 1, 2010, President Obama signed the Comprehensive Iran Sanctions, Accountability, and 

Disinvestment Act (CISADA). The act Imposes sanctions on any person that makes an investment of $20 

million or more in Iran's petroleum industry; any person that provides Iran with goods, services, 

technology, or information with a fair market value of $1 million or more for the maintenance or expansion 

of Iran's production of refined petroleum products; and/or any person that exports more than $1 million 

worth of gasoline to Iran or provides $1 million worth of goods or services that could contribute to Iran's 

ability to import gasoline.
64

 

Associated with this long list of US and EU actions is the impact that the sanctions have had over 

time and the statistics and indications of the impact of sanctions: 

¶ In March, 2013, the value of the Iranian Rial, Iranôs currency, gained roughly 10% of its value due to 

increased government intervention in the form of providing more dollars to the Iranian market and a 

positive tone at the P5+1-Iran talks in Kazakhstan.
65 

¶ On March 22, 2013, a report by the Wall Street Journal detailed that Iranôs maximum sustainable oil 

production capacity has been reduced by 20% (700,000 bpd) since December 2011.
66 

¶ A March 18, 2013 report by The Guardian details an Iranian medicine shortage due to the impact of 

sanctions; imports of medicine from US and Europe are down 30% since 2011.
67 

¶ On March 13, 2013, the International Energy Agency released their monthly oil report for February which 

showed Iranian oil exports rose to 1.28 mbpd 1.13 mbpd.
68 

¶ In February 2013, South Koreaôs importation of Iranian oil fell by 30% compared to a year earlier and 25% 

compared to January 2013. South Korea imported roughly 141,900 bpd in February and Iran currently 

supplies Seoul with 6.1% of its oil needs, compared to 8.1% a year earlier. However, China imported an 

increased amount of Iranian oil, up by 2.7% in the first two months of the year and increasing 74% from a 

                                                 
64

 US Department of State, ñFact Sheet: Comprehensive Iran Sanctions, Accountability, and Divestment Act 

(CISADA),ò May 23, 2011. http://www.state.gov/e/eb/esc/iransanctions/docs/160710.htm  

65
 Yeganeh Torbati, ñIran rial strengthens after "positive" nuclear talks,ò March 4, 2013. 

http://www.reuters.com/article/2013/03/04/iran-currency-idUSL6N0BW8D720130304 

66
 The Wall Street Journal, ñSanctions Slash Iranian Crude Capacity Near 20%,ò March 22, 2013. 

http://blogs.wsj.com/corruption-currents/2013/03/22/sanctions-slash-iranian-crude-capacity-near-20/ 

67
 Saeed Kamali Dehghan, ñSurgeons struggle in Iran as sanctions squeeze drug supplies,ò March 18, 2013. 

http://www.guardian.co.uk/world/2013/mar/18/surgeons-iran-sanctions-drugs; Siamak Namazi, ñBlocking Medicine 

to Iran,ò March 1, 2013. http://www.nytimes.com/2013/03/02/opinion/blocking-medicine-to-iran.html 

68
 Rick Gladstone, ñIran: Oil Exports Rose, Report Says,ò The New York Times, March 13, 2013. 

http://www.nytimes.com/2013/03/14/world/middleeast/iran-oil-exports-rose-report-says.html 

http://www.state.gov/e/eb/esc/iransanctions/docs/160710.htm
http://www.guardian.co.uk/world/2013/mar/18/surgeons-iran-sanctions-drugs
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year earlier. However, the latter number is skewed due to a pricing dispute with Iran that brought Chinese 

imports of Iranian oil to a virtual halt.
69 

¶ In February, Reuters reported that over the last 11 months, falling electricity demand in Iran has led to a 

29% rise in Iranian electricity exports. Numbers reported from the Islamic Republic News Agency detailed 

that Iran exported 10,000 gigawatt hours since March 20, 2012, up from 7,758 the year before.
70

 

¶ In February the Iranian Rial hit an all-time low against the dollar, trading between 39,000 and 40,000 Rials 

per dollar according to a report by AFP 

¶ On February 16, 2013, the Iranian government ordered a moratorium on Pistachio nut exports. According 

to the New York Times, Pistachio nuts, one of Iranôs most profitable exports other than gas and oil, had 

doubled in price in Iran and the export ban may cause the loss of $500 million in revenue.
71 

¶ On January 26, 2013, the Central Bank of Iran fixed the official exchange rate of Iranian Rials to 12,260 

dollars.
72

 

¶ On January 23, 2013 it was reported that Iranôs automotive output dropped sharply in the previous Persian 

calendar year from 677,000 automobiles from 1.2 million automobiles a year before. According to the 

report, Mohammad Bayatian, a member of the parliamentôs industries committee, said that losses at two 

Iranian manufactures, Khodro and Saipa, were at $407 million due to increases in raw material prices. The 

government has also pledged some $814 million to the car makers.
73

 

¶ On January 9, 2013, the CBI  disclosed that the annual inflation rate hit 27.4%.
74

 

¶ On January 8, 2013, the US Energy Information Administration (EIA) released their short-term energy 

outlook report. The report estimates that Iranian crude production has been falling since the last quarter of 

2011 due to the lack of funds available for upkeep and natural decline in production. The report also 

estimates that Iranian supply averaged 3.4 million barrels per day (mbpd) during the first quarter of 2012 

and declined to an average of 2.6 mbpd during the fourth quarter of 2012.
75

 

¶ On December 12, 2012, the International Energy Agency (IEA) released its monthly oil market report. The 

report estimated that Iranian crude production was lower in November at 2.7 mbpd and may reach 1.0 

mbpd into 2013. It also estimates that Iranôs exports in 2012 have fallen 50% compared to 2011, however, 

imports of Iranian oil edged upwards to 1.3 mbpd in November 2012 compared to 1.07 mbpd in September 

                                                 
69
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2012. US sanctions continued to exert pressure on the remaining major importers of Iranian oil: China, 

South Korea, Japan, and India. The share of Iranian oil to these importers has dropped since the summer.
76

 

¶ On December 10, 2012, the Institute for International Finance released a report that estimates that the 

impact of sanctions has greatly affected the Iranian economy. The report says that Iranôs GDP is expected 

to contract by 3.5% in 2012, opposed to 1.2% growth in 2011. Inflation is also expected to have increased 

from 26.5% in 2011 to nearly 50% in 2012. Government revenues from oil exportation, if the current price 

of $110 a barrel holds, could be 40% less than in 2011.
77

 

¶ In October 2012, the Iranian Rial dropped to record lows against the US Dollar, at an unofficial rate of 

37,000 to one US Dollar, down from 28,000 Rials in September 2012 and 13,000 in September 2011.
78

 The 

Rial has lost roughly 80% of its value since 2011 and in October 2012 was trading at roughly 37,000 Rials 

to the US Dollar. This devaluation has increased everything from Iranian energy prices, food prices, trade, 

and imports. It has also vastly increased the rate of inflation, which may be as high as 70%. There have 

been sporadic reports of 40-50% inflation on consumer goods, striking workers due to unpaid wages, 

bankrupt Iranian companies, and the governmentôs inability to pay workerôs wages. Iran has also begun 

ñmeans testingò to reduce social spending, leading to a ban on the importation of luxury goods. Analysts at 

one outside group have predicted Iranôs economy will shrink by 3.5% in 2012, a reversal from the 1.2% 

positive growth in 2011. 

¶ On July 1, 2012, the EUôs embargo of Iranian petroleum products entered into force. This has had a major 

impact on Iranôs oil exports, as oil sales to the EU accounted for roughly 23% of Iranôs exports. Total 

Iranian oil exports in July were estimated at 940,000 bpd, down from 1.7 million bpd in June and 2.8 

million bpd in July 2011. Oil export revenue fell from $9.8 billion in July 2011 to $2.9 billion in July 2012. 

The New US and EU Efforts 

A high-level State Department official summarized the US reasons for taking a much stronger 

stand on sanctions as follows in December 2011: ñOur policy leverages the power of multilateral 

action and of like-minded countries to pressure Iran to comply with its international obligations, 

coupled with an offer to engage diplomaticallyéif Iran is serious about negotiating and 

addressing our and the worldôs concerns about its nuclear program.ò79  

The end result is that US, EU, and their allies are engaged in a duel with Iran over sanctions that 

will continue to become more intense. The US - with the support of the EU and its European 

allies in the 5+1 - is now simultaneously focusing on checking Iranian efforts to avoid or end 

sanctions, pursuing additional sanctions gradually, and in ways that maximize multilateral buy-

in. It is seeking to isolate the Iranian financial, oil, transportation, and petrochemical sectors to 

the extent possible. The US Administration is also attempting to inform and empower population 

centers within Iran through channels such as the State Departmentôs ñVirtual Embassyò program, 

in hopes that an opposition movement will again challenge the regime as external financial 

constraints and domestic mismanagement continue to cause economic stagnation.  

This helps explain why past statements by the President, Secretary of State Clinton, Secretary of 

Defense Panetta, and Chairman of the US Joint Chiefs indicated that military strikes - while ñon 

the tableò - were unlikely to be pursued as long as negotiations seemed to be a viable option. A 
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range of senior US officials and officers have also said that preventive military strikes on Iran 

would not destroy Iran's nuclear ambitions, but only delay them for several years. As Secretary 

of Defense Panetta has said, the relevant targets ñare very difficult to get at.ò  

At the same time, as the analysis of Iranian missile and nuclear development in this series 

indicates, the US has very real military options that it is actively pursuing and for which it has 

detailed strike plans. It also is pursuing a range of options which will deter and contain Iran 

regardless of whether the US carries out preventive strikes, is building up the military 

capabilities of the Arab Gulf states, and is working with Turkey and Jordan. The US and allied 

preference for diplomacy has not in any way led the US to take the military option off the table 

or  wait to respond to Iranian developments. The US and its allies are actively improving their 

missile defense capabilities, and the US has also offered them ñextended deterrence.ò 

The Iranian Reaction 

As for Iran, both economic indicators and verbal statements from its leadership since late 2011 

indicate that stronger sanctions are a source of increasing pressure and stronger sanctions may 

have influenced the leadership to resume P5+1 negotiations over the summer in 2012. As the 

following chronology of sample statements by Iranian leaders shows, Iranôs leaders still take a 

mixed stand on the effectiveness of sanctions. Some statements coming from members of the 

Iranian government or military say that sanctions have in fact helped or are helping Iran become 

more self-sufficient and say that they are not working. However, other statements do shed some 

light on the effects of sanctions inside Iran: 

¶ On April 1, 2013, Mohammad Reza Bahonar, First Deputy Speaker of Iranôs Majlis, said that 

ñUnfortunately, the increase in liquidity has had a bad effect on the increase in prices. The pressure of 

sanctions increased little by little. The effect of the sanctions on Iranôs economic affairs was 20%-30%, and 

the rest was due to decision-making problems.ò
80

 

¶ On March 6, 2013, Hasan Khosrojerdi, head of the Iranian Oil, Gas and Petrochemical Products Exportersô 

Association said that, ñSpecific policies by some banks and the National Iranian Oil Company (NIOC) 

have resulted in the stoppage of oil exports by the private sectoréSelf-imposed sanctions have brought oil 

exports by the private sector to a haltéThe private sector has had absolutely no oil exports since two 

months ago and is facing managerial barriers from NIOC.ò
81

 

¶ On February 28, 2013, Mahmoud Bahmani, Governor of the Central Bank of Iran said that inflation will 

surpass 31% by the end of March and that, ñWe are engaged in economic war and need to think of 

arrangements that can overcome these hurdleséLike any other war, economic wars also have casualties.ò
82

 

¶ On February 23, 2013, President Ahmadinejad said during a live television interview that 2012, ñwas a 

very difficult year for our economy,ò
83
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¶ On January 7, 2013, Gholam Reza Kateb, head of the parliamentôs budget committee said of the impact of 

sanctions, ñOn the basis of the report, oil sales are down 40 percent and income has dropped 45 percent in 

the last nine months.ò
84

 

¶ On January 7, 2013, Ahmad Tavakkoli, a member of the Iranian Majlis discussed the reasons behind the 

currency depreciation, ñLiquidity disproportional to national production, (western) sanctions, the trend of 

fluctuations combined with the incompetency of the governmentôs monetary and economic affairs officials 

have been the key factors behind the rising currency exchange rate.ò
85

 

¶ On December 11, 2012, President Ahmadinejad declared Iran has made progress despite sanctions, ñthey 

(the westerners) think that the Iranian nation is dependent on a number of goods (which they have 

sanctioned) and foreign currency and they don't understand that the Iranian nation can pass through 

obstacles whenever it wantséSuch hues and cries will not affect the Iranian nation and 10 years later such 

words (uttered by the western officials about sanctioning Iran) will be jokes that people will laugh at.ò
86

 

¶ On December 5, 2012, Vice-Speaker of the Iranian Parliament Mohammad Hassan Aboutorabi-Fard said 

that the sanctions have allowed Iran to reduce its dependence on oil exports, ñOur enemies helped us today 

and we managed to cut Iran's dependence on oil revenues in a short time which is a great development in 

the country's economy. One of the problems that we were facing for a century was reliance on oil 

revenueséThe sanctions imposed on us have created an opportunity to prepare the ground for cutting the 

connection between the (country's) budget and oil (revenues).ò 

¶ On December 12, 2012, Iranian Parliament Speaker Ali Larijani said that US and other sanctions have not 

crippled Iranôs economy, ñAmericans imagined that Iran's economy will be crippled through sanctions after 

a while, but this did not happenéò
87

 

¶ On October 10, 2012, Supreme Leader Ali Khamenei downplayed the impact of sanctions, ñToday, our 

enemies magnify sanctions. Sanctions are not an issue of yesterday or today. Sanctions have existed from 

the very beginning; they intensified the sanctions, which didnôt work; they intensified them again; these 

wonôt work eitheréThey pretend that the sanctions will be lifted if the Iranian nation gives up nuclear 

energy. They lie. They make decisions out of grudge and aversion [toward Iran] and impose irrational 

sanctions.ò
88

 

¶ On October 15, 2012, Supreme Leader Ali Khamenei declared that the West could not harm Iranôs 

economy, ñWith God's grace, as was the case in other issues which the enemies were not able to do 

anything, they can do no damn thing in their economic confrontation with our peopleéThis is a war 

against a nationéBut the Iranian nation will defeat them.ò
89
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¶ On October 2, 2012, President Ahmadinejad admitted that oil and banking sanctions have had an impact 

saying, ñOne factor is from outside, and one factor is from inside. The enemy has stated that it will impose 

(more) sanctions, and part of the oil purchases from Iran has decreased, and a considerable segment of our 

foreign currency revenues was generated through oil saleséWhat is worse than the oil sanction is the 

sanctions on banking transactions. If oil is sold, the payment cannot be transferred, and a massive and great 

secret war (against Iran) is actually underway in the world.ò
90

 However, he blamed physiological pressures 

rather than government policies for the economic problems, ñAre these currency fluctuations because of 

economic problems? The answer is noéIs this because of government policies? NeveréIt's due to 

psychological pressure. It's a psychological battle.ò
91

 

¶ On September 10, 2012, Iranôs Oil Minister, Rostam Qasemi declared that the sanctions have had little 

effect on ongoing oil development projects and sanctions have made Iran increasingly self-reliant, 

ñPreviously, we used to import most of the commodities from abroad. We do so to some extent at present 

as well, but thanks to the sanctions and our own capabilities, we hope that we would be able to manufacture 

all the [needed] equipment domestically and even become an exporter of equipment.ò
92

 

¶ On September 5, 2012 President Ahmadinejad stated in an interview that sanctions were a ñéall-out, 

hidden, heavy warò and that sanctions were impeding the economy, ñthere are barriers in transferring 

money, there are barriers in selling oil, but we are removing the barriers.ò
93

 

¶ On July 31, 2012, Iranôs Central Bank Governor, Mahmoud Bahmani, stated that the CBI had started an 

asymmetric war against sanctions saying, ñélike military wars that we have a series of asymmetric tactics, 

we should start a series of asymmetric economic wars under these sanctions since these embargos are no 

less than a military war.ò
94

 

¶ On March 8, 2012, Ayatollah Khamenei responded to President Obamaôs stated preference for diplomacy 

over war, Khamenei said ñThe US president has saidéthat he wants to bring the Iranian nation to its knees 

through sanctions, which reflects a continuation of [being under] a delusion in this regardéThe lingering 

of this illusion will deal a blow to the US officials and will lead their calculations to failure.ò
95

 

¶ On January 24, 2012, Mohsen Qamsari of the National Iranian Oil Company declared to Mehr News 

Agency that ñIran can readily find new customers for its oil. We have no problem in selling oil.ò
96

 

However, two days prior, on January 26, the former Iranian Oil Ministry deputy, Mehdi Hosseini, admitted 

that ñLosing the European oil market will have an impact on Iranôs economy which needs rational planning 

by the authorities. Selling oil at sub-market level prices is not a good way to counter the oil embargo.ò
97
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¶ On October 29, 2011, National Iranian Oil Company deputy, Mohsen Qamsari, said Iran ñreached new 

agreements for receiving money for Iranôs oil exportsò and that ñIranôs central bank has different and 

diversified ways and methods for receiving its money from selling oil to Indiaéat the moment there is no 

Indian accumulated oil debt to Iran.ò An Iranian state media outlet claimed Indian firms are making 

payments for oil imports through Russiaôs Gazprombank. An ñIndian industry sourceò told Reuters there 

have only been discussions about opening Indian accounts with Gazprombank, and that India continues to 

make oil payments to Iran through Turkeyôs Halkbank. India previously paid off a $5 billion oil debt by 

submitting payments through Halkbank.
98

 

¶ On October 26, 2011, Iranian Deputy Minister of Economy and Finance Mohammad-Reza Farzin, spoke at 

the German Council on Foreign Relations, and claimed that Iranian imports increased to $24 billion in six 

months, $8 billion of which came from Europe. Farzin predicted that ñIran-East tradeò would reach 

approximately $140 billion.
99

 

¶ On September 14, 2011, Ali Rafsanjani stated in a speech to Iran's assembly of Experts that, ñGentlemen, 

you should be vigilant and careful. Do not downplay the sanctions...people should not be tricked...Iran has 

such a big capacity that it is able to overcome (the sanctions), but I am doubtful that these capacities are 

being utilized in a proper way, We have never had such intensified sanctions and they are getting more and 

more intensified every day. Wherever we find a loophole, they (Western powers) block it.ò
100

 

The Growing Impact of Sanctions on Iran 

As of April 2013, most official Iranian statements still claim that is that sanctions were not 

affecting Iranôs economy; but some Iranian officials have increasingly admitted that sanctions 

are having an impact. The Iranian regime fluctuates between denial and admissions about the 

effect of sanctions, threats to close the Gulf, and boasting about Iranôs capability to deter and 

retaliate, and calling for negotiations.  

While it is not possible to obtain reliable information on the effects of sanctions, most sources 

report a steadily tougher economic climate within Iran, with high inflation, high unemployment, 

and rising consumer goods prices hitting the country. The new sanctions that went into effect 

over the summer of 2012 have created serious banking and trade problems by cutting off Iranian 

banks from international finance networks.  

The sanctions against foreign banks financing Iranian oil sales and the EU embargo on all 

Iranian oil which came into full effect July 1, 2012 have dramatically cut the amount of oil 

products Iran exports and the prices they receive. Even when oil sales are completed, banking 

sanctions are making it difficult to receive the proceeds of such sales, forcing Iran to trade oil for 

gold, wheat, or consumer products.101 

The oil embargo ï coupled with the Comprehensive Iran Sanctions, Accountability and 

Divestment Act in 2010 ï has been effective at forcing other nations to reduce or completely 
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eliminate their purchase of Iranian oil products. The US Treasury Department announced in 

September 2012 that it estimated that Iranian oil exports had dropped by 1 million barrels of oil 

from levels of 2.4 million barrels a day in 2011.102 The Undersecretary of the Treasury, David 

Cohen, stated that, ñ[t]his decrease in exports is costing Iran about $5 billion a month, forcing 

the Iranian government to cut its budget because of a lack of revenueéSanctions have 

effectively terminated international access for most Iranian bankséToday, the Iranian 

government is relegated to the backwaters of the international financial system, and they know 

it.ò103 

The US Energy Information Agency (EIA) estimated in March 2013 that the growing impact of 

sanctions was impacting Iranôs ability to produce and sell oil. The EIA announced that: 104 

In 2012, Iran exported approximately 1.5 million bbl/d of crude oil and condensate, according to the 

International Energy Agency (IEA). 

éIran's net oil export revenues amounted to approximately $69 billion, significantly lower than the $95 

billion total generated in 2011. Oil exports make up 80 percent of Iran's total export earnings and 50-60 

percent of government revenue, according to the Economist Intelligence Unit. Iranian oil exports saw 

dramatic declines in 2012 compared with the previous year, as tightening of sanctions by the United States 

and the European Union brought Iranian oil exports to a near standstill in the summer of 2012. This was 

particularly the result of the EU ban on all Iranian petroleum imports as well as the imposition of insurance 

and reinsurance bans by European P&I Clubs effective on July 1, 2012éIranian exports dropped to less 

than 1.0 million bbl/d in July as Japanese, Chinese, Korean, and Indian buyers scrambled to find insurance 

alternatives. 

Estimates through the end of 2012 show that Iranian oil exports saw a 1-million-bbl/d decrease compared 

with the previous year. Every customer of Iranian crude oil and condensate decreased its imports of Iranian 

oil, mainly in response to U.S. and EU sanctions. 

Estimates of macroeconomic data on Iranôs economy and petrochemical industries are even more 

uncertain.  There are major difficulties in getting accurate data from Iran, and Iran often issues 

politicized and opaque data. It is possible, however, to investigate and evaluate trends over time, 

and some of the costs of sanctions for Iranôs economy are clear. Iranôs currency, long held 

artificially high by a regime that could afford to subsidize it, has nose-dived since the 

implementation of more stringent sanctions. It has lost more than 80% of its value against the 

dollar since 2011 and was trading at around 37,500 Rials to one dollar in February 2013, up from 

13,000 in September 2011.
105

 As of March 2013, the Rial has gained roughly 10% of its value 

against the dollar and is currently trading at 33,200 Rials per dollar.106  

Iran is now seen in some countries as an unreliable energy supplier due to the difficulties of the 

current banking sanctions and is scrambling to find markets for its crude oil. Furthermore, the 

Iranian Rialôs value has nosed-dived and fell to a record low in September 2012 as sanctions 
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continued to bite at the Iranian economy and fears of increased EU sanctions hit the market. 

Iranôs government, economy, and citizens are feeling the effects of intense sanctions, and 

indications point to a bad economic condition within Iran.  

Since the two periods in January and October 2012, the Iranian currency has since become 

increasing stable due to Iranian measures to shut down black market money lenders, but the 

currency has not regained much of its previous value and inflation, that the CBI calculated at 

31%, continues to eat at Iranianôs savings.
107

 In response to the currency crisis, in October the 

Iranian government instituted a new tiered exchange rate policy, where another level besides the 

official rate (used to buy essentials such as medicine, grain, and sugar) has been instituted at the 

25,480 Rials to 1 dollar rate.
108

 However, the black market prices are still reported to be 

significantly higher than this figure. The exchange rate that is used for official government 

business, and is therefore not open to private use, has been fixed at 12,260 since January 2012.  

It is also clear that there were have been major increases in food prices that sharply affected 

access to food in a country that the World Trade Organization estimates imported $8.2 billion 

worth of food and $9.4 billion worth of agricultural products in 2010.109 It has reduced meat 

consumption, led to the buying and hoarding of gold, dollars, and even cars, has sharply reduced 

foreign and domestic investment, strained government revenues, and forced Iran into massive 

new efforts to use third parties and other nations to disguise its economic activities. 

This does not mean Iran is being forced to negotiate on terms acceptable to the US and the EU. 

Sanctions could still lead to serious and ultimately successful negotiations between Iran and the 

P5+1, or could be the beginning of years of more intense but non-violent US and Iranian 

confrontation at every level, or create a crisis that leads to armed clashes or serious conflict. In 

the late spring and summer of 2012, for example, it looked as though successful negotiations 

were possible.  

The negotiations between Iran and the P5+1 in the summer of 2012 did slightly relieve tensions 

as the first significant meetings in years took place. However, the fact that both parties were 

talking to each other in the same room had little impact. The differences between Iran and the 

P5+1 derailed the process and there were statements that no new sessions were planned.  

Only an agreement between the two sides can solve the crisis. Since the summer of 2012, Iran 

has made new threats, carried out new exercises, and announced that it is deploying more 

efficient centrifuges. This follows a pattern of more than a decade in which Iran has used 

negotiating efforts as stalling tactics. 
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The Impact of Iranôs Dependence on Petroleum Exports and Iranôs 

Vulnerability 

In order to more fully understand the pressures Iran faces, it is necessary to understand just how 

dependent Iran is on petroleum and gas exports. Regardless of what Iranian officials may say, 

petroleum exports make up the bulk of Iranôs revenues, and are highly vulnerable to sanctions, 

embargoes, or military attacks. Iranôs economy is simply not sufficiently diversified that it is able 

to withstand a large drop in oil exports. The Iran-Iraq War, sanctions, years of mismanagement, 

badly structured state intervention, and endemic corruption have taken their toll on the Iranian 

economy.  

As Figure V.1 and Figure V.2 show, Iran has massive oil and gas reserves, although it has 

politicized its estimates of its reserves ever since the beginning of the Iran-Iraq War in order to 

increase its relative importance. The EIA reports that, ñAccording to Oil & Gas Journal, as of 

January 2013, Iran has an estimated 154 billion barrels of proven oil reserves, nine percent of the 

world's total reserves, and over 12 percent of OPEC reserves.ò110 OPEC released its 2012 Annual 

Statistical Bulletin in July 2012 that raised Iranôs proven reserves to more than 154 billion 

barrels of crude. Some analysts are skeptical of this estimate, however, as Iran revised its 

reserves a week after Iraq had revised its own, leading some to speculate the move was political. 

As for Natural Gas the EIA reported that, ñAccording to Oil & Gas Journal, as of January 2013, 

Iran's estimated proved natural gas reserves stood at 1,187 trillion cubic feet (Tcf), second only 

to Russia. Eighty percent of Iranian natural gas reserves are located in non-associated fields, and 

most of these reserves have not been developed.ò111 While Iran has not been able to fully exploit 

these reserves, the EIA assess that Iran, ñIn contrast to the decreasing oil production, natural gas 

development has been slowly expanding. Nonetheless, natural gas production has been lower 

than expected as a result of a lack of foreign investment and technology.ò112  

The location of these reserves, Iranôs pipelines and export facilities, and key potential targets in 

Iranôs petroleum system are shown in Figure V.3. But massive oil and gas reserves do not 

translate into national wealth unless they are produced and sold.  

While such estimates are uncertain, the CIA estimates that Iran only had a per capita income of 

around $13,300 in 2011 - even before the US and Europe imposed new and far more draconian 

sanctions. Iranôs per capita income then ranked 84
th
 in the world and was by far the lowest rank 

of any major oil producer in the Gulf, except Iraq. Iran also had an unemployment level in excess 

of 15%, and youth unemployment somewhere between 20-30% ï when acute underemployment 

was taken into account. Some 18.7% of the population was below the poverty line, and Iranôs 

middle class and business class had already suffered from years of inflation, state intervention, 

and government corruption.113 
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Iranôs per capita income has decreased slightly to $13,100, its ranking in the world has dropped 

to 97
th
 place, and the CIA estimates that its unemployment rate and youth unemployment rate 

remain above 15% and above 20%, respectively.114 Inflation has also risen, from 22.9% in July 

2012 to 23.5% in August 2012.115 More recent reporting indicates that inflation has continued to 

rise over the past year as sanctions have increased. The figure of 23.6% inflation that the CIA 

estimated Iran was experiencing in 2012 has increased to 31.5% according a March 2013 report 

by the CBI; this is compared to 30.2% in February 2013.116   

The EIA has estimated that Iran received roughly $69 billion in petroleum export revenues in 

2012, down from their previous estimate of $95 billion in February 2012, before new sanctions 

were implemented. This $95 billion figure, according to the EIA, translates into $1,409 in per 

capita revenues ï roughly one-twelfth of the entire per capita income.117 With roughly $27 billion 

cut from previous estimates this per capita income figure is lower.  

Oil revenues are still Iranôs only major source of hard currency, and the CIA estimates that they 

account for 80% of all Iranian exports in 2011, or some $87.2 billion out of a total of $109.5 

billion in annual exports.118 Their value was larger to the nationôs entire total for imports in 2011 

($74 billion). The Iranian economy could simply not function without them, and is sufficiently 

marginal so every dollar equivalent matters ï particularly since Iranôs foreign currency reserves 

only totaled some $109.7 billion at the end of December 2011 and have so far dwindled to $69 

billion in December 2012.119 

As another reminder as to the difficulty of getting accurate information about Iranôs economy, 

the EIA estimated that Iranôs earnings from oil sales in 2011 were $95 billion, opposed to the 

$87 billion estimated by the CIA. Unfortunately there is no way to know which estimate is 

better.  
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Figure V.1: Iranôs Comparative Oil and Gas Reserves 

 

 

Source: Adapted from EIA, ñInternational Energy Statisticsò, 2012 
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Figure V.2: Iranôs Oil and Gas Reserves 

 

Source: US Energy Information Agency, ñCountry Analysis: Iran,ò March 28, 2013. 
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Figure V.3: Iranôs Pipelines, Refineries, and Export Facilities  

 

 
Source: US Energy Information Agency, ñCountry Analysis: Iran,ò March 28, 2013. http://www.eia.gov/countries/cab.cfm?fips=ir; US Energy 

Information Agency, ñCountry Analysis: Iran,ò February 17, 2012  
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Sanctions and Oil Production Capacity 

Sanctions and embargoes affect four major aspects of Iranôs energy income: its ability to exploit 

its reserves by developing new sites and improve its recovery technology, its ability maintain or 

increase its production rates, its ability maintain or increase its export capacity, and its ability to 

create new refinery capacity to reduce its dependence on product imports and gain added value 

through its own product exports.  

Experts disagree over how sanctions affect Iranôs broader problems in maintaining and 

increasing its oil production capacity. The EIA seems to be relatively neutral, and it makes 

public analyses that seem to track broadly with in-house OPEC and IEA studies. 

In the case of oil, EIA reporting in March 2013 noted that,120 

International sanctions enacted in 2011 and 2012 have stymied progress across Iran's energy sector, 

especially affecting upstream investment in both oil and natural gas projects. The United States and the 

European Union, in particular, have enacted measures that have affected the Iranian energy sector more 

profoundly than any previously enacted sanctions. These sanctions have prompted a number of 

cancellations of upstream projects and have resulted in declining oil production capacity. Sanctions have 

also impeded the import of refined products, effectively reshaping the midstream sector and forcing Iran to 

become self-sufficient. 

éIran faces continued depletion of its production capacity, as its fields have relatively high natural decline 

rates (8-13 percent), coupled with an already low recovery rate of around 20-30 percent. Sanctions and 

prohibitive contractual terms have impeded the necessary investment to halt this decline. Moreover, 

sanctions enacted in late 2011 and throughout 2012 have accelerated Iran's production capacity declines. 

éIran's fifth five-year development plan covering 2010-2015 calls for an increase in crude oil production 

capacity to 5 million bbl/d in 2015. In addition, it identifies a need for $35 billion per year in upstream 

investment in both the oil and natural gas sector and anticipates that the majority of the funds would come 

from foreign investors under buyback contracts. However, given that the previous five-year (2005-2010) 

plan saw total upstream investment of only about $10 billion, the latest plan likely will be difficult to 

implement, even without western sanctions. 

éA series of sanctions targeting the oil sector have resulted in cancellations of new projects by a number 

of foreign companies, while also affecting existing projects. Following the implementation of sanctions in 

late-2011 and mid-2012, Iranian production dropped dramatically. Although Iran had been subject to four 

earlier rounds of United Nations sanctions, the much tougher measures passed by the United States and the 

European Union have severely hampered Iran's ability to export its oil, which directly affected its ability to 

produce petroleum and petroleum products. 

éIran Light crude stream is the other key grade and is sourced from several onshore fields in the 

Khuzestan regionéMany of the fields that produce Iran Light have been producing for decades and are 

declining rapidly. NIOC has been working on offsetting these declines through the use of enhanced oil 

recovery (EOR) techniques, mainly using associated gas. However, this effort was severely hampered as a 

result of a shortage of natural gas available for reinjection. 

éAlthough there were a number of new exploration and development blocks announced over the last 

several years, which could provide Iran with an increase in its crude oil production capacity, sanctions have 

negatively affected the Iranian oil industry. In the last year in particular, Iran has seen a significant erosion 

of production capacity that is at least in part attributable to the sanctions. 

Virtually all western companies have halted their activities in Iran, although there are a number of Chinese 

and Russian companies that are still participating. The sanctions and lack of international involvement has 

particularly affected the upstream projects negatively, as the lack of expertise, technology, and investment 
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has resulted in delays and, in some cases, cancellations of projects. Nonetheless, development of a few 

projects continues, albeit at a slower pace than planned. 

Iranôs development problems have been compounded by the fact that the Iranian National Oil 

Company (INOC) and the Iranian government have done a notoriously bad job of structuring 

attractive proposals for outside investment and participation in petroleum deals ï although they 

sometimes eventually compromise on more financially realistic agreements. Investment in 

Iranian oil and gas does not give the outside country or company control over Iranôs reserves, 

forces it to sell to the highest bidder at world prices, and presents the constant risk of 

nationalization, unilateral cancellation without compensation, or sanctions. The EIA sums up 

contractual difficulties foreign companies have in exploiting Iranian oil and natural gas 

resources, even without the impact of sanctions:121 

The Iranian constitution prohibits foreign or private ownership of natural resources, and all production-

sharing agreements are prohibited under Iranian law. The government permits buyback contracts that allow 

international oil companies (IOCs) to enter into exploration and development contracts through an Iranian 

affiliate. The contractor receives a remuneration fee, usually an entitlement to oil or gas from the developed 

operation, leaving the contractor to provide the necessary capital up front. Once development of a certain 

field is complete, however, operatorship reverts back to NIOC or the relevant subsidiary. The payback of 

the capital cost is deducted from oil and gas sales revenues. According to FACTS Global Energy, the rate 

of return on buyback contracts varies between 12 and 17 percent with a payback period of about five to 

seven years. 

Iranôs internal political debates over foreign investment and economic policy add to this risk and 

the end result is that energy investments in other more stable oil exporting countries often offer 

better terms. Outside powers and companies are also increasingly cautious about dealing with 

Iran in ways that lead to tensions with the Arab oil and gas exporting states.  

Sanctions and Natural Gas Production Capacity 

In the case of gas, Iran has roughly 16% of the worldôs proven conventional gas reserves, second 

only to Russia. This distinction is critical since gas extraction technology is changing so rapidly, 

and past estimates of conventional reserves are losing much of their meaning. 

The EIA estimates that Iran has the second largest conventional gas reserves in the world at 

1,187 Trillion Cubic Feet (TCF) vs. 1,688 TCF for Russia, and 890 TCF for Qatar.122 However, 

fracturing, directional drilling, deepwater drilling, and other technological developments are 

quickly reducing the importance of conventional versus total reserves, and Iranôs percentage of 

potentially commercial reserves may be closer to 8% than 16%.123 Iran is estimated to be the 4
th
 

largest producer of natural gas and accounts for 5% of the worldôs natural gas production, but 
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has limited export capacity.124In contrast the Arab Gulf states have some 26% of world natural 

gas reserves and are responsible for 10% of world gas production. 125 

The EIA reports that: 126  

Iran's natural gas reserves are located predominantly offshore, although significant associated natural gas 

production originates from the country's onshore oil fields. The giant South Pars gas field, only a portion of 

which is in Iranian territory, comprises over 27 percent of Iran's total proved natural gas reserves and is 

Iran's largest natural gas field. South Pars' proved natural gas reserves are estimated at 325 Tcf, according 

to FGE, with 3-4 billion barrels of condensate in place, as reported by Arab Oil and Gas Directory. 

éAs a result of the poor investment climate and international political pressure, some international oil 

companies, including Repsol, Shell, and Total, have divested from Iran's natural gas sector. In response, 

Iran has looked toward eastern firms, such as state-owned Indian Oil Corp., China's Sinopec, and Russia's 

Gazprom, to take a greater role in Iranian natural gas upstream development. Activity from these sources 

has also been on the decline because of imposition of sanctions on technology and financial transactions. 

Under Iran's buy-back scheme, foreign firms hand over operations of fields to the National Iranian Oil 

Company (NIOC), and after development they receive payment from natural gas production to cover their 

investment. National Iranian South Oil Company (NISOC), a subsidiary of NIOC, is responsible for much 

of the southern natural gas production. 

Gross natural gas production totaled 7.9 Tcf in 2011, increasing nearly 2 percent compared with the year 

prior. Nearly three quarters of total production originated in non-associated gas fields, with the remainder 

of gross natural gas being produced associated with oil. 

The South Pars field accounts for about 35 percent of Iran's total natural gas production, with sizeable 

production coming also from the Kangan and Tabnak fields. In addition, Gonbadli began producing in June 

2011 and contributed about 25 thousand cubic feet (Mcf) during the remainder of the year. 

éMuch like in the oil sector, the natural gas sector has been hampered by international sanctions. 

Although sanctions targeting the Iranian natural gas exports were only recently enacted by the EU, lack of 

foreign investment and sufficient financing has resulted in slow growth in Iran's natural gas production. 

According to some analysts, Iran should have become one of world's leading natural gas producers and 

exporters given its large resource base. Development of its fields has been hampered by a combination of 

financing, technical, and contractual issues. 

Nonetheless, Iran's natural gas production has grown and likely will continue to increase in coming years. 

FGE [FACTS Global Energy] estimates that Iran's gross natural gas production will increase to 10.9 Tcf in 

2020, but that growth will depend on the pace of development of the South Pars field. 

éBecause of repeated contractual disagreements among companies involved in the development of this 

field [Kish natural gas field], as well as the infrastructure required (which includes the construction of a 

natural gas processing plant, gas pipelines, and a new power plant), the first phase of this field is unlikely to 

come online before 2020. 

éThe North Pars field, adjacent to South Pars, has approximately 50 Tcf of reserves of sour gas. China 

National Offshore Oil Corporation (CNOOC) signed an agreement with NIOC to develop North Pars, 

however, CNOOC recently halted its activities as a result of U.S. sanctions. According to FGE, this project 

is not likely to come online before 2020. 
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éOverall, Iran's natural gas consumption is expected to grow around 7 percent annually for the next 

decade. The potential for shortfalls in natural gas supply will also increase as domestic natural gas projects 

face delays. 

In 2011, Iran's imports of natural gas grew to 1,024 MMcf/d, while its exports totaled 875 MMcf/d. 

Preliminary data for 2012 show that, on average, Iran exported more natural gas (850 MMcf/d) than it 

imported (513 MMcf/d)éSince 2000, Iran's annual natural gas imports have exceeded its exports in all but 

two years (2010 and 2012). In 2011 and 2012, Iran accounted for less than 1 percent of global dry natural 

gas imports and exports. 

This analysis shows that Iran has far greater potential to produce and export gas and oil than it 

has thus been able to exploit. Iranôs gas and oil production and exportation problems are 

compounded by old facilities, limited upkeep, and the lack of expertise to reach harder shale 

deposits. The degree to which past sanctions have affected delays, bid failures, and delayed or 

prevented contract negotiations remains uncertain, but it is clear that new sanctions introduced in 

late 2011 and throughout 2012 have had a major impact. As of July 1
st
 2012, the EU has fully 

embargoed Iranian oil, India has cut back its purchases, Japan is looking for alternate sources, 

and Chinese imports have dropped. This, coupled with soaring production from Iraq, increasing 

production from Libya and Saudi Arabia, and the growth of ñnon-conventionalò sources of oil 

and gas, makes it easier for countries to find alternate sources of oil. 

More importantly, new sanctions that the US and EU have imposed will continue to make it 

difficult for Iran find outside investment to develop and exploit their oil and gas fields and 

additional sanctions in the recently-introduced ñNuclear Iran Prevention Act of 2013ò would 

further increase the list of blacklisted Iranian companies, potentially block Iranian assets held in 

Euros, designate the IRGC as a terrorist entity, and continue to restrict business dealing with 

Iran.  Sanctions have affected Iranôs ability to reinforce its oil exports and upkeep, the exodus of 

oil companies from Iran in the past few years will continue to have an impact on Iranôs oil sector. 

Iranôs ability to maintain and expand its production capacity is fragile and sanctions will hit hard 

over time.  

Sanctions and Iranian Oil Exports 

The practical impact of Iranôs export potential must be kept in perspective. Iran at most has some 

10% of the worldôs proven oil reserves (154 billion barrels versus 265 billion for Saudi Arabia, 

297 billion for Venezuela, and 173 billion for Canada), and its percentage of potential reserves is 

substantially lower.127 Iran currently only produces 3.6% of world conventional oil liquids 

according to December 2012 EIA data. Without large investments into the oil sector it is unlikely 

that this figure will increase dramatically.128  

In contrast the Arab Gulf states have some 72% of the worldôs conventional oil reserves and 

produce some 25% of world oil.129 Iran lacks refinery capacity, and its large, steadily growing 

population consumes a significantly larger part of its total production than in the Arab Gulf 

states. Moreover, Iran has already tapped 75% of its known reserves, so the likelihood of new, 

major discoveries is low. Recently discovered sources have allowed Iran to hold oil production 
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relatively steady, and they may even help production levels to grow somewhat in the immediate 

future, but new sources will not be able to offset natural declines beyond the short-term. As a 

result, Iran will have to rely heavily on proven but undeveloped reserves, which will require 

major new investments.130 

Impact on Production and Exportation 

It is also clear that the impact of sanctions on Iranôs ability to export its oil and gas resources is 

determined by current production and has been far more immediate. As Figure V.4 shows, Iran 

has had major cycles of problems in its oil production and exports ever since the fall of the Shah 

ï a time when Iranôs exports peaked at 3 million barrels a day. At the same time, Figure V.5 

shows that Iranôs exports have dropped since the new US and EU sanctions have been applied. 

The EIA reports that Iran exported approximately 2.2 million bbl/d of crude oil in 2010, and that 

Iranian Heavy Crude Oil was Iranôs largest crude export followed by Iranian Light: ñIn 2010, 

Iranôs net oil export revenues amounted to approximately $73 billion. Oil exports provided half 

of Iranôs government revenues, while crude oil and its derivatives accounted for nearly 80 

percent of Iranôs total exports.ò131  

EIAôs updated March 2013 report detailed Iran received $95 billion in oil sales in 2011 but only 

received $69 billion in 2012. Production was down as well from 4.2 mbpd in 2011 to 3.5 mbpd 

in 2012. However, again illustrating the difficulty of getting accurate information on the Iranian 

energy sector, the EIA reported that Iranôs February 2013 production level was 2.72 mbpd, down 

from 2.35 mbpd in February 2013.132  

Data suggest that the additional US and EU oil and insurance sanctions, especially the July 1
st
 

EU embargo, have had dramatic effects on Iranian oil exports. Overall, Iranôs oil exports in July 

were down 45% from a month before due to import reductions from China (down 28%); India 

(42%); Turkey (71%); and zero imports from Japan, South Africa, Taiwan, and South Korea.133 

Revenue was also down in July ï $2.9 billion compared to July 2011 at $9.8 billion.134 

At the same time, the effectiveness of sanctions is partially dependent on the ability of importing 

nations to cut back on Iranian oil imports, and there are several important cases where US and 

EU sanctions have not been fully applied. Figure V.4 shows that China, Japan, and India were 

far more dependent on Iranian exports than others before the US and EU imposed new sanctions. 

Therefore, Section 1245 of the FY2012 NDAA included a provision for a 180 day sanctions 

wavier if a country had significantly reduced its purchases of Iranian oil. This has allowed 

countries that depend on Iranian oil time to find alternate sources of supply.  

                                                 
130

 BP, BP Statistical Review of World Energy, June 2011, bp.com/statisticalreview. pp. 6, 8 

131
 EIA, DOE, Country analysis Briefs, ñIran,ò February 17, 2012, http://205.254.135.7/countries/cab.cfm?fips=IR  

132
 International Energy Administration, ñMonthly Oil Market Report,ò March 13, 2013. 

http://omrpublic.iea.org/omrarchive/13mar2013fullpub.pdf 

133
 The Rhodium Group, ñIran Sanctions Update: A Particularly Tough July,ò September 5, 2012. 

http://msnbcmedia.msn.com/i/msnbc/sections/news/IranSanctionsUpdate.pdf 

134
 Patti Domm, ñIran Oil Revenue Shrinks as Sanctions Sting ,ò September 6, 2012. 

http://www.cnbc.com/id/48928507/Iran_Oil_Revenue_Shrinks_as_Sanctions_Sting  

http://205.254.135.7/countries/cab.cfm?fips=IR
http://omrpublic.iea.org/omrarchive/13mar2013fullpub.pdf
http://msnbcmedia.msn.com/i/msnbc/sections/news/IranSanctionsUpdate.pdf
http://www.cnbc.com/id/48928507/Iran_Oil_Revenue_Shrinks_as_Sanctions_Sting


Iran V: Sanctions Competition April, 19 2013 24 

 

Yet, these same importing states have to carefully consider what happens if they do not comply 

in the future. As the EIA noted in November 2011:135 

Iranôs oil exports also have been affected by sanctions. In 2011, Iran experienced significant problems with 

receiving payments from India for its exports, when the Reserve Bank of India halted a clearing mechanism 

due to sanctions. Some of the payments have been cleared through Turkish and UAE banks. More recently, 

NIOC announced that India has cleared all oil debts to Iran through Gazprombank of Russia and Iran has 

already received all overdue payments for its exports to India. 
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Figure V.4: Iranôs Oil and Gas Exports - Part One 

 

 

Source: US Energy Information Agency, ñCountry Analysis: Iran,ò March 28, 2013. 

http://www.eia.gov/countries/cab.cfm?fips=ir; US Energy Information Agency ñIran, Country Analysis,ò February 

17, 2012 
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Figure V.4: Iranôs Oil and Gas Exports ï Part Two 

 

 

Source: US Energy Information Agency, ñCountry Analysis: Iran,ò March 28, 2013. 

http://www.eia.gov/countries/cab.cfm?fips=ir; US Energy Information Agency ñIran, Country Analysis,ò February 

17, 2012 
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Figure V.4: Iranôs Oil and Gas Exports - Part Three 

 

 

 

Source: US Energy Information Agency, ñCountry Analysis: Iran,ò March 28, 2013. 

http://www.eia.gov/countries/cab.cfm?fips=ir; US Energy Information Agency ñIran, Country Analysis,ò February 

17, 2012. 
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Figure V.4: Iranôs Oil and Gas Exports ï Part Four 

 

 

Source: US Energy Information Agency, ñCountry Analysis: Iran,ò  February 17, 2012.   
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Figure V.5: Iranian Oil Production Since New US and EU sanctions Have Been  

Implied 

 

Source: OPEC Monthly Oil Report, International Energy Agency Oil Monthly Report, US Energy Information 

Agency Monthly Oil Report 

 

Source: International Energy Agency, Oil Market Report, March 13, 2013. 

http://omrpublic.iea.org/omrarchive/13mar2013fullpub.pdf 
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Impact of Domestic Consumption  

Iran faces another set of problems because it has very high domestic consumption of petroleum 

products. In 2011, the energy intensity in Iran was as high as the Middle Eastern average, but 

twice as high as the world average, and the energy factor, the ratio of final energy use growth to 

GDP was more than triple the world average at 1.27.136 This means that Iran is relatively energy 

inefficient and has relied on energy subsidies in the past to reduce the price burden on its 

population. Subsidized prices, coupled with a population that has doubled since 1979, has 

created excessive demand and inefficient energy uses.  

Natural gas and oil accounted for 59% and 39%, respectively, of domestic energy consumption; 

Iran consumed 5.4 TCF of natural gas in 2012 and 1.7 million bbl/d of oil (mostly diesel and 

gasoline) in 2011.137 The majority of Iranian petrochemical exports are crude oil (mostly the 

Heavy variety), condensate, naphtha, fuel oil, kerosene, and a small amount of gasoline (3,000 

bbl/d in 2011 to Pakistan and Afghanistan).  

In the past Iran was forced to rely on imports for higher value-added refined products, such as 

gasoline, jet fuel, and diesel. But recent improvements and expansions of refineries have 

increased the level of domestically-produced gasoline and the EIA estimates that gasoline 

imports will end in 2013.138 Previous analysis by the EIA stated that Iran could become a 

gasoline exporter by 2015.139While reliable numbers are hard to come by, the EIA estimates that 

in 2010, Iran imported 78,000 bbl/d of refined oil products, roughly 70% of total imports.  

The EIA noted in February 2012 that:140 

Iranian domestic oil demand is mainly for diesel and gasoline. Total oil consumption was approximately 

1.8 million bbl/d in 2010, about 10 percent higher than the year before. Iran has limited refinery capacity 

for the production of light fuels, and consequently imports a sizeable share of its gasoline supply. Iranôs 

total refinery capacity in January 2011 was about 1.5 million bbl/d, with its nine refineries operated by the 

National Iranian Oil Refining and Distribution Company (NIORDC), a NIOC subsidiary. 

The Iranian government subsidizes the price of refined oil products, however price reforms instituted in 

December 2010 removed some of the subsidies, which significantly affected gasoline consumption in Iran 

(see Gasoline section below). Iran is an overall net petroleum products exporter due to large exports of 

residual fuel oil. 

éSanctions imposed on Iran have made it difficult for the country to import needed volumes of gasoline. 

The government has attempted to control consumption by implementing accelerated subsidy reform, 

resulting in a sharp increase in the price of gasoline. The subsidy reform spurred political opposition 

because of inflationary fears in the midst of an economic downturn. Furthermore, petrochemical plants 
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were converted so that they can produce gasoline as a short-term measure. However, the converted plants 

produce low quality gasoline, causing significant environmental problems. 

In 2010, Iran consumed around 400,000 bbl/d of gasoline, about 4 percent less than consumed in 2009. Iran 

does not currently have sufficient refining capacity to meet its domestic gasoline and other light fuel needs. 

However, the government has approved a number of expansions of existing as well as construction of new 

refineries with the aim to make Iran self-sufficient (and an exporter of gasoline). 

The updated March 2013 analysis contains roughly similar numbers:141 

Iranian domestic oil consumption is mainly diesel and gasoline. Total oil consumption was approximately 

1.7 million bbl/d in 2011, about 1.5 percent lower than the year before. 

éIn response to international sanctions and the resulting difficulty in purchasing refined products, Iran 

expanded its domestic refining capacity. As of January 2013, its total refining capacity was nearly 1.5 

million bbl/d, with all nine of its refineries operated by the National Iranian Oil Refining and Distribution 

Company (NIORDC), a NIOC subsidiary. 

Iran plans to increase refining capacity to become self-sufficient in gasoline production. Over the last 

several years, Iran's gasoline import dependence has decreased significantly as a result of increased 

domestic refining capacity and lower demand. According to FGE, Iran's gasoline imports will cease 

sometime in 2013 as some upgrades to refineries take place. Furthermore, following the installation of 

crackers, fuel oil upgrading facilities, and upgrades to existing refineries post-2015, fuel oil exports are 

expected to decline. 

éIran's energy prices are heavily subsidized, particularly for gasoline. At the end of 2010, the government 

decreased the subsidies on energy prices to discourage waste. Over the next couple of years, the 

government plans to further reduce subsidies so that Iranian consumers would pay prices that more closely 

reflect the market value of energy. Removal of subsidies includes both petroleum and natural gas. 

As part of an effort to reduce the wasteful and expensive Iranian government energy subsidies 

that reportedly cost around $70 billion year, or nearly 20% of Iranôs GDP, President 

Ahmadinejad instituted a Targeted Subsidy Plan in 2010.142 This plan has since reduced subsides 

on staple goods such as bread and gasoline and compensated lower and middle class people with 

monthly cash handouts equaling $40. Prices for bread and some other foods have increased and 

gasoline is now priced at $1.60 to $2.60 per gallon.143 

An International Monetary Fund (IMF) report indicated the plan has eliminated about $60 billion 

in expenses for Iran, but some Iranian economists believe that the number of people taking cash 

handouts has all but eliminated the savings from the subsidy cut.144 As a result, it is unclear what 

has affected the Iranian economy most: the Targeted Subsidy Plan, additional sanctions, or Iranôs 

underlying structural problems. What is clear is that Iran is suffering from stagnant or negative 

economic growth. 

The EIA reported in February 2012 that: 145 
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Iran has had other difficulties with refinery capacity expansion recently. During the inauguration ceremony 

(led by Iranôs president Mahmoud Ahmadinejad) of the Abadan refinery expansion, a gasoline unit blew up 

as a result of a gas leak. It took NIORDC four months to rebuild the unit and bring it online. 

Finally, Iran plans to increase refining capacity with the aim to become self-sufficient for gasoline. Plans 

for capacity increases through expansions at existing refineries as well as planned Greenfield refinery 

construction have been announced. Iran has issued permits to construct six new refineries with a combined 

refining capacity of 1.2 million bbl/d; however there has been little progress because of financing 

difficulties. 

Iranian gasoline imports were approximately 78,000 bbl/d in 2010, nearly 70 percent of total product 

imports. Current and proposed expansions of Iranian refineries likely will come online between 2012 and 

2017. Iran is expected to remain a gasoline importer next year, however if proposed expansions occur as 

planned, it is possible the country will become a gasoline exporter in 2015. 

Other reports indicate that Iran has been able to cut its imports while increasing its domestic 

refining capabilities. A Reuters report in early 2012 stated that Iranian imports of gasoline have 

been reduced from around 40% of total imports to roughly 5% of total imports.146 This reporting 

may have been corroborated by recent EIA analysis which states that in 2011 Iranôs total oil 

consumption was 1.7 mbpd but in January 2013, Iranôs total refining capability was 1.5 mbpd 

and has increased over the last several years.147 This report underscores one of the current 

questions over sanctions in the past few years, notwithstanding the questionable accuracy of the 

data, if the sanctions have pressed Iran into moving towards self-sufficiency in gasoline 

production.  

Previous reporting makes it apparent that Iran may still have a refined oil shortage, A report by 

Reuters in November 2012, detailed Iranôs plan to ration diesel sales, mix gasoline with 

methanol, and only accept cash from domestic airlines for jet fuel.148 In addition the ticket prices 

of national flag carrier Iran Air have drastically increased ï double for some international 

destinations, and between 70-90% for domestic destinations because of fuel prices.149 In another 

report in the Washington Post, Seyyed Abdolreza Mousavi, head of the Iranian Airlines 

Association, stated that most flights from Tehran, Mashhad, and other airports were canceled due 

to the failure of domestic airlines to pay their debts. He also said that fuel would only be given to 

airlines on a cash only basis.150  

Official pronouncements of domestic Iranian gasoline production seemingly run counter to other 

news about rising gas prices and new gasoline mixtures. It is too difficult to ñbalance the 

equationò when it comes to Iranian oil and natural gas exports because so much of the Iranian 
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data and news is politicized to such a degree that they are useless. Therefore, it is only possible 

to investigate the trends in the aggregate.  

Data from November 2012 indicate that the combined US, EU, and UN sanctions have had a 

large effect on the amount of oil that Iran has exported in the past year. Exports have declined to 

about 1.25 million barrels a day in December 2012, down from 2.5 million barrels a day that Iran 

exported in 2011.151 The loss in customers due to sanctions and  provisions in the FY2012 

NDAA that required countries to reduce their Iranian oil purchases has caused Iran to reduce 

their oil production to about 2.6 million barrels a day, down from a baseline of 4 million barrels 

per day.152
 

Sanctions and Iranian Gas Exports 

Gas exports are far less important to the Iranian economy than oil exports, but the EIA estimated 

in February 2012 that: 153  

Iran's natural gas production has increased by over 550 percent over the past two decades, and the 

consumption has kept pace. As demand growth rates persist, the potential for shortfalls in natural gas 

supply grows. Iran's natural gas exports likely will be limited due to rising domestic demand, even with 

future expansion and production from the massive South Pars project, and other development projects. 

In 2010, Iran produced an estimated 6 Tcf of marketed natural gas and consumed an estimated 5.1 Tcf. A 

sizeable volume of the gross natural gas produced (7.7 Tcf in 2010) was reinjected (1.2 Tcf). As Iran 

implements its plans for increased crude production through EOR techniques, however, the share of natural 

gas used for re-injection is expected to increase dramatically. 

The updated March 2013 analysis contains similar numbers:154 

Over the last two decades, Iran's dry natural gas production has rapidly increased, rising from 0.9 trillion 

cubic feet (Tcf) in 1991 to 5.4 Tcf in 2011, and accounts for around 5 percent of the world's natural gas 

production. Domestic consumption, also estimated at 5.4 Tcf in 2011, has kept pace. 

Gross natural gas production totaled 7.9 Tcf in 2011, increasing nearly 2 percent compared with the year 

prior. Nearly three quarters of total production originated in non-associated gas fields, with the remainder 

of gross natural gas being produced associated with oil. 

éIn 2011, more than 67 percent of the gross natural gas was delivered to market as dry gas, with 16 

percent (1.2 Tcf) reinjected to enhance oil recovery. Approximately 0.6 Tcf of total natural gas produced 

was flared, with shrinkage, loss, and flaring representing 17 percent of the total. 

Much like in the oil sector, the natural gas sector has been hampered by international sanctions. Although 

sanctions targeting the Iranian natural gas exports were only recently enacted by the EU, lack of foreign 

investment and sufficient financing has resulted in slow growth in Iran's natural gas production. According 

to some analysts, Iran should have become one of world's leading natural gas producers and exporters given 

its large resource base. Development of its fields has been hampered by a combination of financing, 

technical, and contractual issues. 
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Nonetheless, Iran's natural gas production has grown and likely will continue to increase in coming years. 

FGE estimates that Iran's gross natural gas production will increase to 10.9 Tcf in 2020, but that growth 

will depend on the pace of development of the South Pars field. 

While Iranôs production of natural gas has increased, its domestic consumption has increased as 

well, reducing the amount of gas available for export. This has affected both Iranôs imports and 

exports. In 2011, Iran imported a total 47.983 Tcm with its imports coming from Turkmenistan 

and Azerbaijan.155 And in 2012, Iran exported 9.11 Bcm, mostly to Turkey and less so to 

Armenia.156 EIA estimates that Iran was a net importer of gas in 2011, 1,024 MMcf/d and 

exporting 875 MMcf/d.157 

This has an impact on an important American ally. Iran plays an important role in Turkish efforts 

to meet its energy needs and improve its energy diversification, even if Turkeyôs purchases of 

energy have decreased due to newly instituted EU and US sanctions. According to the Turkish 

Ministry of Foreign Affairs, oil and natural gas purchases account for 90% of Iranian exports to 

Turkey. Turkey imported over 50% of its oil and 21% of its natural gas from Iran in 2011. After 

US and EU sanctions on Iranôs oil and gas industry, however, Iranôs share of Turkeyôs energy 

imports have decreased to roughly 30% and 19% respectively.158 Iran was still Turkeyôs largest 

oil supplier as the next largest supplier, Iraq, only accounted for 11.28% and Russia was third 

with 8.45%.159 

Iran supplies Turkey with natural gas through the Tabriz-Ankara Pipeline that connects Iranian 

natural gas reserves to Turkeyôs internal distribution network. However, supplies of gas to 

Turkey have been routinely disrupted by unexplained Iranian stoppages, Iranian mechanical 

failures, and PKK attacks in the border region between Iran and Turkey. Iran has repeatedly 

failed to supply Turkey with its contractually obligated 10 bcm of gas a year and has recently 

increased the price of gas more than $100/1,000m
3
; This has lead Turkey to sue Iran. The 

pipeline was supposed to reach its full capacity of 10 bcm by 2007 but only 6.05 bcm had been 

pumped through in that year. Later years had still not reached capacity: 4.11 bcm in 2008, 5.24 

bcm in 2009, and 7.77 bcm in 2010.160  

The main impact of sanctions and US diplomatic pressure to date has been in reducing Iranôs 

capacity to export. The EIA reported in February 2012 that,161
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Due to the poor investment climate and international political pressure, some international oil companies 

including Repsol, Shell, and Total have divested from Iran's natural gas sector. In response, Iran has looked 

toward eastern firms, like state-owned Indian Oil Corp., China's Sinopec, and Russia's Gazprom to take an 

increased role in Iranian natural gas upstream development. Activity from these sources has also been on 

the decline due to logistical difficulties experienced as a result of sanctions on technology and financial 

transactions. 

éIn May 2009, Iran began exports of natural gas to Armenia after a couple of years of delays. Exports to 

Armenia totaled 24 MMcf per day of gas in 2010 in exchange for electricity. Pipeline exports to Armenia 

are expected to increase to 224 MMcf per day in 2020. 

éIran has an extensive natural gas pipeline system, which includes trunk lines, import/export pipelines, 

and gathering and distribution lines. The backbone of the domestic pipeline system is the Iranian Gas 

Trunkline (IGAT) pipeline series, which transport natural gas from processing plants to end-use consumers.  

Development of IGAT pipelines, fed by South Pars development phases, is important to Iranôs natural gas 

transport. IGAT-8 (2012/2013) will run nearly 650 miles to Iranôs northern consumption centers, including 

Tehran. IGAT-9 and IGAT-10 are still in the planning phase and are not likely to become operational 

before 2017. Iran exports natural gas via pipeline to Turkey and Armenia. The Iran-Turkey pipeline began 

exports in 2001 with 34 million cubic feet (MMcf) per day and exports gradually rose to 762 MMcf per day 

in 2010. 

Future pipeline projects (at various stages of planning) include the Iran-UAE pipeline, Iran-Pakistan 

pipeline, and Iran-Europe gas export project. Additionally, the governments of Iran and Syria have signed 

several MOUs to build a pipeline linking the two countries. However, this project is becoming less likely as 

a result of the unrest in Syria and is predicated upon the survival of the Assad regime.  

A controversial pipeline proposal (Figure V.6) is the $7.4-billion Iran-Pakistan-India (IPI) line that would 

transport Iranian natural gas south to the Asian subcontinent. With a proposed 1,700 miles and a 5.4 Bcf/d 

capacity, the pipeline has been stalled in the past due in part to disputes over the cost of the shipments. Iran 

and Pakistan have finalized gas sales and purchase agreements, but without Indiaôs participation in the 

negotiations. It is probable that Iran would extend its domestic Iran Gas Trunkline 7 (IGAT-7) pipeline into 

Pakistan, avoiding the creation of a new, parallel pipeline. 

It again is unclear how much US sanctions and diplomatic efforts have really limited these 

pipeline developments. Their cost and the risk of going through Afghanistan and Pakistan is a 

major deterrent without any other factors. This is less true in the case of Turkey, but Iran also has 

not always presented viable business terms. 

However, sanctions have been less effective against natural gas exportation and field 

development. And as sanctions have squeezed Iranôs refined oil imports, Iran is attempting to 

increase its reliance on the production and use of natural gas. While Iran does export gas to its 

neighbors, mostly Armenia and Turkey, the positive impacts on Iranôs economy are low due to 

the low amounts exported, Iranôs high import and domestic consumption levels, and the fact that 

Iranôs neighbors are also large gas producers. Moreover, to counter sanctions and the difficulty 

of using the international banking system, Turkey has paid Iran for its natural gas imports with 

gold.162 This leaves China, South Korea, and other countries as possible targets for Iranian gas, 

but US and EU sanctions have prevented Iran from obtaining the requisite technology, 

infrastructure, and financing necessary to export liquefied natural gas. 
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Figure V.6: Iranôs Gas Pipeline ñDreamsò: The Iran-Pakistan-India Pipeline  

 

 

Source: US Energy Information Agency, ñCountry Analysis: Iran,ò February 17, 2012.  
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Iranôs Energy Targets 

Iran also has to consider what happens if sanctions are replaced by preventive strikes and 

military escalation. Figure V.3 has already shown that Iran has many highly vulnerable energy 

targets that are potential hostages to any Iranian effort to ñclose the Gulfò described in Chapter 

III  (Part II). Iranôs main oil export terminals and other ports could easily be mined by air, or be 

hit surgically with precision-guided munitions or cruise missiles.163  

Iranôs main oil terminal is at Kharg Island and is easy to ñcloseò or destroy using mines, cruise 

missiles, and stand-off air munitions. The EIA reports that Kharg Island has a crude storage 

capacity of 20.2 million barrels of oil and a loading capacity of 5 million bbl/d, but it is along the 

upper coast of the Gulf, and any ships or tankers moving in or out could be easily embargoed or 

attacked. Lavan Island is closer to the Strait, but only has the capacity to store 5.5 million barrels 

and load 100,000 bbl/d. Other terminals that are potential ï but much less important targets ï 

include Kish Island, Abadan, Bandar Mahshar, and Neka (which helps facilitate imports from the 

Caspian region).164 

As Figure V.3 has also shown, many of Iranôs refineries are near the coast and easy to strike ï 

and present an attractive follow-up target to any Iranian reprisals or a preventive strike. 

Similarly, Iranôs internal gas distribution system has no major impact on world oil exports and 

the global economy, but has many critical points that could cut off gas to key cities and areas in 

Iran. Such strikes could be combined with attacks on electric facilities that will have a major 

impact on Iranôs electricity supply. 

Iranôs power grid is another attractive set of targets and one where attacks could be combined 

with attacks on Iranôs domestic gas distribution system. Even though Iran exports electricity to 

some of its neighbors ï including Iraq ï its power grid is extremely vulnerable, as are many of its 

generating facilities.165 The EIA reports that Iran generated 312.715 billion kilowatt hours 

(Bkwh) of electricity in 2010, and consumed 173.094 Bkwh in 2009. This was generated from a 

network capacity of 56.171 gigawatts (GW) in 2009, which is strained during times of peak 

demand. Approximately 97% of total electricity supply was generated by conventional thermal 

electric power that inevitably creates highly vulnerable targets and distribution systems.  

Moreover, the EIA reported in February 2012 that: 166  

Some power plants are running as low as 10 percent of their nameplate capacity as Iranôs electricity 

infrastructure is largely in a state of dilapidation and rolling blackouts become endemic in summer months. 

The amount of generation lost in distribution is a central indicator of the disrepair of the electricity 

network, with upwards of 19 percent of total generation lost during transmissionéIran has focused on 
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meeting higher demand by expanding gas-fired combined-cycle and hydroelectric power capacity. 

Expansion of electric power generation capacity will require significant investment, made much tougher by 

international sanctions. The government has announced that it has opened the sector to foreign investment, 

but sales of existing state-owned facilities as well as new independent power projects have been almost 

non-existent. 

In March 2013, the EIA reported:167 

In 2011, Iran generated approximately 220 billion kilowatthours (Bkwh) of electricity. This power was 

generated from a network capacity of 64 gigawatts (GW), which is strained during times of peak demand. 

Approximately 95 percent of total electricity supply during the year was generated by conventional thermal 

electric power. The remaining portion was from hydroelectric and other renewable sources, with marginal 

generation from a nuclear power plant that came online in the third quarter of 2011 and operated below 

maximum capacity for most of the next 12 months. 

In addition to nuclear power plants, the Iranian government is focused on expanding power generation from 

thermal sources, with a number of new projects being developed as independent power projects, including a 

station near Assaluyeh (natural gas-fired), one in the East Azerbaijan province (gas-fired combined-cycle), 

and another at Parehsar on the Caspian Sea coast. 

Increasing its generation capacity will help ensure that Iran can meet its increasing domestic demand and 

continue to export electric power to neighboring countries. Preliminary data show that as of 2011, Iran was 

a net exporter of electric power to Armenia, Pakistan, Turkey, Iraq, and Afghanistan. Azerbaijan and 

Armenia supply electricity to Iran under a swap agreement. 

It should be stressed that while Iran has many targets, and its lack of modern aircraft and surface-

to-air missiles make it highly vulnerable, any such strikes would have a major impact on the 

Iranian civil population ï particularly if they did lasting damage to key facilities. They will suffer 

most from attacks on gas or electric facilities and distribution, and not the government. Like 

sanctions, the people will suffer before the ruling elite. Moreover, it is far easier to talk about 

precision that avoids civilian casualties as well as unnecessary collateral damage and lasting 

damage than it is to execute such strikes. 

The fact remains, however, that no discussion of the vulnerability of the Gulf, or closing the 

Strait of Hormuz, should ignore the fact that if sanctions should lead Iran to try to use military 

action in response, anything Iran initiates can lead to US and allied strikes that are far more 

damaging to Iranôs economy. Unless Iran can radically improve its military capabilities and deter 

outside attacks, it will lose virtually any conflict that involves serious escalation both in terms of 

terms of military and economic losses. This is the reason why Iran is building its nuclear 

program, to hedge against preemptive military action and reduce the risk and loss associated with 

a military confrontation.  

The Sanctions Game  

This complex mix of vulnerabilities in Iranôs economic make-up helps explain why sanctions 

and related diplomatic efforts have become a key instrument for the US and its allies in 

competing with Iranian ambitions. It must be stressed that the history of sanctions is complex, 

their exact impact is often impossible to measure or is controversial, and their ultimate success 

remains uncertain. However, even a brief survey of this aspect of US and Iranian competition 

shows that sanctions have already put serious pressures on Iran - pressures compounded by the 

economic policies and mistakes of the Iranian regime, despite Iranian claims to the contrary.  
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Moreover, the history of sanctions shows they have forced Iran to shift its strategy. Iran has 

responded by trying to leverage its international economic position through its energy exports, by 

talking about its right to peaceful nuclear programs, and by trying to exploit Arab-Israel tensions 

in order to shift the focus to Israel and away from the threat Iranôs actions pose to Arab states.  

US Unilateral Sanctions - Background 

As Figure V.7 shows, sanctions have been the main diplomatic tool the US has used in 

competing with Iran across a broad spectrum of issues since the overthrow of the Shah. 

Washington has imposed a growing range of sanctions on Tehran, focusing on Iranian activities 

ranging from petroleum exports and investments to arms control and non-proliferation measures.  

Sanctions now block US companies from operating in Iran and give foreign firms a strong 

incentive not to operate there as well. And while their aim has been broad, the sanctions have all 

sought to push the current Iranian regime into changing its behavior by isolating it politically and 

economically from the international community.  

Sanctions: 1980-2009 

The first major period of US sanctions began in 1979, as US and Iranian relations deteriorated 

sharply following the Islamic Revolution and the hostage crisis. In response, President Carter 

laid out a series of economic sanctions that were intended to both punish Tehran and change its 

behavior.168  

The Reagan Administration continued this trend and declared Iran ña sponsor of international 

terrorism,ò making Iran ineligible for various forms of US foreign assistance.169 Reagan also 

prohibited Iran from receiving US arms under the US Arms Export Control Act170 and through 

Executive Order 12613, in which a ban was imposed on US imports of Iranian crude oil and all 

other Iranian imports in 1987.171  

The George H.W. Bush Administration continued to institute sanctions, signing the Iran-Iraq 

Arms Non-Proliferation Act into law in 1992. It included provisions regarding dual-use items 

with potential military purposes and called for the sanctioning of any person or entity that 

assisted Tehran in weapons development or acquisition of chemical, biological, nuclear, or 

destabilizing numbers and types of advanced conventional weapons.172 
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Unilateral sanctions against Iran were expanded further under the Clinton administration. 

Executive Order 12957 banned all U.S. participation in the Iranian petroleum industry.173 

Executive Order 12959 broadened the sanctions to encompass a total trade and investment 

embargo,174 and in 1996 Congress overwhelmingly passed the Iran and Libya Sanctions Act 

(ILSA), expanding US sanctions legislation to cover foreign companies.175 The ILSA received an 

extension during the George W. Bush Administration in 2001 and again in 2006 when it was 

renamed the Iran Sanctions Act.176 Executive Order 13382 froze the assets of proliferators of 

WMD, their supporters, and isolated them financially - eight Iranian entities and external 

organizations that were believed to be supporting Iranian WMD programs were sanctioned. 177  

In 2000, President Clinton signed the Iran Nonproliferation Act, which authorized sanctions and 

other measures against persons, entities, and governments  that are providing assistance to 

WMD programs in Iran. Allows implementation of any or all sanctions pursuant to Executive 

Order 12938 (opposition of Multilateral Development Bank assistance, denial of credit or other 

financial assistance, prohibition of arms sales and national security sensitive goods and 

technology, import and export restrictions, and landing rights termination), arms exports 

prohibition, and dual use export prohibition. 

In 2006, Congress passed the Iran, North Korea, and Syria Nonproliferation Act (INKSNA), 

which provided penalties for the transfer to or acquisition from Iran of equipment and technology 

controlled under multilateral control lists (the Missile Technology Control Regime, Australia 

Group, Chemical Weapons Convention, Nuclear Suppliers Group, and Wassenaar 

Arrangement).178 

Sanctions Since 2010 

The Obama Administration and Congress have drastically increased the size and scope of US 

sanctions as Iranôs nuclear program has grown increasingly closer to nuclear weapons production 

capability. In 2010, Congress passed the Comprehensive Iran Sanctions, Accountability, and 

Divestment Act (CISADA).  

CISADA imposed sanctions on any person that makes an investment of $20 million or more in 

Iran's petroleum industry; any person that provides Iran with goods, services, technology or 

information with a fair market value of $1 million or more for the maintenance or expansion of 

Iran's production of refined petroleum products; and/or any person that exports more than $1 

                                                 
173

 Executive Order 12957, March 15, 1995.  http://www.iraniantrade.org/12957.htm. 

174
 Executive Order 12959, March 15, 1995.  http://www.iraniantrade.org/12959.htm. 

175
 Iran and Libya Sanctions Act of 1996, from the congressional record. 

http://www.fas.org/irp/congress/1996_cr/h960618b.htm. 

176
 Herman Frannssen and Elaine Morton, ñA Review of US Unilateral Sanctions Against Iran,ò August 26, 2002. 

 http://www.mafhoum.com/press3/108E16.htm.. 

177
 Executive Order 13382, June 29, 2005.  http://www.fas.org/irp/offdocs/eo/eo-13382.htm. 

178
 U.S. Department of State, Iran, North Korea, and Syria Nonproliferation Act Sanctions (INKSNA), October 13, 

2006. www.state.gov. 



Iran V: Sanctions Competition April, 19 2013 41 

 

million worth of gasoline to Iran or provides $1 million worth of goods or services that could 

contribute to Iran's ability to import gasoline.179  

Since 2010, the United States has focused on isolating Iran economically by targeting Iranôs 

financial and commercial systems. In doing so, the US has hoped to obstruct Iranôs connections 

to international markets and dismantle the means by which it conducts economic transactions. 

This makes sense given the composition of Iranôs GDP: 

¶ Industry, including Iranian petroleum and petrochemical products, comprises 40.2% of Iranôs GDP.
180

 

¶ Services, including banking and trade-related services, account for 49.5% of its GDP.
181

 

As a result, US sanctions have affected a number of key sectors in Iranôs economy, as has the 

steady increase in the number and scope of other national and international sanctions.  

On December 31, 2011, President Obama signed into law the FY2012 National Defense 

Authorization Act that implemented new sanctions through Section 1245. These new sanctions 

froze the assets of the Iranian government and prevented all Iranian financial assets in the US 

from being ñtransferred, paid, exported, withdrawn, or otherwise dealt with.ò182 The order also 

implemented new sanctions that required US banks to seize the funds of those on the Specially 

Designated Nationals (SDN) list, even if the funds are not destined for a US entity or firm. 

Previously, US banks were required to block the transaction and return the funds to the sender. 

This order effectively blocks the Iranians from using the US banking system. 

On August 10, 2012, President Obama signed into law H.R. 1905, the ñIran Threat Reduction 

and Syria Human Rights Act of 2012ò which strengthened US sanctions against Iran. Most 

importantly, the Act makes US firms liable for their foreign subsidiariesô involvement in 

sanctionable activities with Iran.183 It further required the President to sanction US companies 

who violate this act and increases the minimum number of sanctions the President is required to 

impose from three to five. The Act further widened sanctionable actions under CISADA to 

include the development of petroleum resources, transporting oil from Iran, the production or 

manufacture of Uranium, the issuance of underwriting services or insurance to ships transporting 

Iranian oil, or the purchase, facilitation, or issuance of sovereign debt to the Government of 

Iran.184 

On November 30, 2012, Senators Robert Menendez (D-NJ) and Mark Kirk (R-IL) introduced an 

amendment into the FY2013 National Defense Authorization Act that would implement stricter 
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sanctions on Iran in the form of blacklisting Iranôs energy, port, shipping, and shipbuilding 

sectors while restricting Iran from obtaining insurance on those industries.185 This amendment 

was inserted and passed as part of the FY2013 NDAA under Subtitle E and is called ñThe Iran 

Freedom and Counter-Proliferation Act of 2012.ò The new provisions would use the same 

sanction implementation methods currently used under the CISADA sanctions act. However, the 

Administration has opposed the new round of sanctions saying that they are not needed, will 

complicate current actions, and will impose a new burden on the Intelligence Community; 

specifically Section 1272 mandates that the President submit a list of vessels docked at Iranian 

ports and airports that have been used by Iranian air carriers.186 These new sanctions will 

continue to squeeze the Iranian economy but also perpetuate the cat and mouse game between 

the implementations of sanctions and Iranôs attempts to bypass them.  

A little known part of the ñThe Iran Freedom and Counter-Proliferation Act of 2012ò states that 

funds used to pay for oil must remain in a bank account in the purchasing country and can only 

be used for non-sanctioned trade, mostly related to food or medical imports. The result of this 

provision is that it will prevent more hard currency from going to Iran to pay for other sanctioned 

imports. Iranian oil dues are piling up in both China and South Korea, the latter of which 

reportedly has $5 billion due to Iran for oil purchases.187 

On February 27, 2013, H.R. 850, the ñNuclear Iran Prevention Act of 2013ò was introduced with 

bipartisan support to Congress. The legislation would increase the list of blacklisted Iranian 

companies, potentially block Iranian assets held in Euros, designate the IRGC as a terrorist 

entity, continue to restrict business dealing with Iran. The bill was referred to committee, and it 

is clear that more US sanctions will follow.
188
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Figure V.7: Selected US Sanctions Against Iran 

 

Year Sanction Content 

1979 Executive Order 12170 Blocked all property owned by the Central Bank and 

the government of Iran within U.S. jurisdiction. 

1980 

Executive Order 12205 Created an embargo on US exports to Iran. 

Executive Order 12211 Imposed a ban on all imports from Iran and 

prohibited US citizens from traveling to Iran or 

conducting financial transactions there. 

1986 US Arms Export Control Act Prohibited the sale of U.S. arms to Iran. 

1987 Executive Order 12613 Banned all Iranian imports to the US. 

1992 Iran-Iraq Arms Non-Proliferation 

Act 

Imposed sanctions on any entity that helped Iran 

develop or acquire weapons of mass destruction or 

ñdestabilizing numbersò of advanced conventional 

weapons. 

1995 

Executive Order 12957 Banned any American firm or individual from 

investing in or developing Iranian petroleum 

products, not including natural gas. 

Executive Order 12959 Banned all American trade and investment in Iran. 

1996 Iran and Libya Sanctions Act Sanctioned foreign firms that conducted business 

with Iran. 

2000 Iran Nonproliferation Act Authorizes sanctions and other measures against 

persons, entities, and governments that are providing 

assistance to WMD programs in Iran. Allows 

implementation of any or all sanctions pursuant to 

Executive Order 12938 (opposition of Multilateral 

Development Bank assistance, denial of credit or 

other financial assistance, prohibition of arms sales 

and national security sensitive goods and technology, 

import and export restrictions, and landing rights 

termination), arms exports prohibition, and dual use 

export prohibition. 

2005 Executive Order 13382 Froze the assets of proliferators of WMD and their 

supporters and isolated them financially. Eight 

Iranian entities and external organizations believed to 

be supporting Iranian WMD programs were 

designated under the executive order and sanctioned. 

2006 Iran, North Korea, and Syria 

Nonproliferation Act 

Penalized entities and individuals for the transfer to 

or acquisition from Iran since January 1, 1999, of 

equipment and technology controlled under 

multilateral control lists (the Missile Technology 

Control Regime, Australia Group, Chemical 

Weapons Convention, Nuclear Suppliers Group, 
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Wassenaar Arrangement). 

2006 Iran Freedom Support Act Codifies Executive Orders 12957, 12959, and 

sections 2, 3, and 5 of Executive Order 13059 to 

remain in effect. Amends the Iran and Libya 

Sanctions Act of 1996 to mandate the president to 

impose two or more sanctions to persons that in any 

way assist Iran to acquire or develop chemical, 

biological, or nuclear weapons or technology or 

acquire or develop destabilizing numbers and types of 

advanced conventional weapons. Authorizes the 

president to provide financial and political assistance 

to people and entities promoting democracy in Iran. 

2010 Comprehensive Iran Sanctions, 

Accountability, and Divestment Act 

of 2010 

Imposes sanctions on any person that makes an 

investment of $20 million or more in Iran's petroleum 

industry, any person that provides Iran with goods, 

services, technology or information with a fair market 

value of $1 million or more for the maintenance or 

expansion of Iran's production of refined petroleum 

products, and/or any person that exports more than $1 

million worth of gasoline to Iran or provides $1 

million worth of goods or services that could 

contribute to Iran's ability to import gasoline. 

2011 FY 2012 National Defense 

Authorization Act (Section 1245) 

Includes language that sanctions any international 

bank or financial institution that does business with 

the Central Bank of Iran including purchases of crude 

oil. 

2012 Iran Threat Reduction and Syria 

Human Rights Act 

Makes US firms liable for their foreign subsidiariesô 

involvement in sanctionable activities and increases 

the minimum number of sanctions required to impose 

from three to five; widens sanctionable actions under 

CISADA to include, among others, the development 

of petroleum resources, the issuance of underwriting 

services or insurance to ships transporting Iranian oil, 

or the purchase or facilitation of the issue of 

sovereign debt to the Government of Iran. 

2013 FY 2013 National Defense 

Authorization Act (Subtitle D- ñIran 

Freedom and Counter-Proliferation 

Act of 2012ò) 

Blocks property and imposes at least five sanctions 

on entities that provides goods or services to the 

energy, shipbuilding, shipping, port operations, or 

provides insurance for those operations and blacklists 

foreign banks who do provide such services from 

using the US banking system. Prevents Iran from 

repatriating money from oil sales and allows Iran to 

purchase non-sanctioned goods only. These sanctions 

do not apply for countries with exemptions or apply 

to purchases of natural gas from Iran. Imposes at least 

five sanctions on any entity that provides precious 

metals to Iran (such as gold) or semi-finished metals 

or software for integrating industrial processes. 

Imposes human rights abuser sanctions on the Islamic 

Republic of Iran Broadcasting. 
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International Sanctions - A Competition for Influence 

International sanctions have grown in importance since 2006 when the UN Security Council 

passed Resolution 1737 banning nuclear cooperation with Iran. The UN has now passed seven 

resolutions on Iran, four of which have imposed sanctions (see Figure V.8). The US and Iran 

have competed for Russian and Chinese support throughout this process, while Americaôs key 

European allies (Britain, France, and Germany) have played a growing role in shaping sanctions 

and the diplomatic process that has followed.  

Not only has the UN implemented new multilateral sanctions, but both the EU and the US have 

crafted additional sanctions and consistently pushed for broader international adoption of these 

optional constraints.189 This US-led coalition has rolled out strong new limitations on Iranian 

financial institutions, energy exports, and weapons acquisition. Kenneth Katzman explains that 

the expanded sanctions regime has been widely implemented by US allies, though compliance 

from Iranôs neighbors remains a challenge.190 

U.S. and European/allied approaches have converged since 2002, when the nuclear issue came to the fore. 

Previously, European and other countries had appeared less concerned than is the United States about 

Iranôs support for militant movements in the Middle East or Iranôs strategic power in the Persian Gulfðand 

had been reluctant to sanction Iran to address those issues. Since 2010, this convergence of views has 

produced an unprecedented degree of global cooperation in pressuring Iran.  

Many U.S. alliesðincluding several neighbors of Iran, such as UAE and Saudi Arabiaðhave joined a 

U.S.-led informal coalition called the ñlike minded countriesò to pressure Iran. And, increasingly, even 

Iranôs neighbors are joining the effortða result caused by the growing concerns about Iranôs nuclear 

intentions. Some countries have joined the burgeoning sanctions regime not necessarily out of conviction of 

the efficacy of sanctions but rather as a means of perhaps heading off unwanted military action by the 

United States or Israel against Iranôs nuclear facilities. 

Iran has tried to counter additional UN sanctions by leveraging its economic resources and 

relationships with non-Western powers such as Russia and China. Iran has also increasingly 

sought ties to powers, such as Brazil and Nigeria, and to non-democratic governments, including 

the regimes of Hugo Chavez in Venezuela and Robert Mugabe in Zimbabwe. However, it is 

debatable how deep and significant the ties are to Venezuela and Zimbabwe, two countries that 

are, at most, marginal regional powers. And the cooling of relations with Brazil in the wake of 

Dilma Rousseffôs election due to her focus on human rights issues has the potential to hurt Iran 

more than Venezuela and Zimbabwe could help, as trade between Iran and Brazil totaled $2.33 

billion in 2011.191 Furthermore, with the election of Ms. Rousseff, Iran lost the support of her 

predecessor, Luis da Silva, who had attempted to insert Brazil into international politics by 

championing the Iranian nuclear issue. 
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Figure V.8: UN Sanctions Against Iran 

 

Year Sanction Content 

2006 Resolution 1737 Halted nuclear cooperation with Iran, demanded Tehranôs compliance 

with the IAEA, and froze the assets of persons and organizations 

linked the Iranôs nuclear and missile programs. It also established a 

committee to ensure that sanctions were implemented correctly. 

2007 Resolution 1747 Banned Iranian arms exports. 

2008 Resolution 1803 Strengthened travel and financial restrictions on designated Iranian 

individuals and companies. 

2010 Resolution 1929 Imposed a complete arms embargo on Iran, banned Iran from any 

activities related to ballistic missiles, authorized the inspection and 

seizure of shipments violating these restrictions, and specifically 

targeted the assets of the Iranian Revolutionary Guard Corps (IRGC) 

and the Islamic Republic of Iran Shipping Lines (IRISL). 

Source: United Nations, ñSecurity Council Resolutions.ò http://www.un.org. 

The European Union and Other Western Nations 

Since 2010, the EU has instituted six major Council Decisions that sanction Iran, and which are 

summarized in Figure 9. On July 27, 2010, the EU countries imposed sanctions on Iran that 

exceeded those mandated in Security Council resolutions. Norway, Canada, and Australia all 

announced similar, though less sweeping, sanctions at the same time.192 The EU did make it clear 

in late October 2010 that these sanctions did not then prohibit importation of Iranian oil and gas, 

nor did they ban exports of gasoline to Iran.193 This was consistent with the EUôs efforts to 

diversify its gas supply options and reduce its reliance on Russian gas imports, which amounted 

to around 32% of total EU demand in 2008.194  

This policy changed, however, as Iranôs nuclear program became more threatening. A movement 

led by France and Britain in late 2011 culminated in an agreement by the EU at the end of 

January 2012 to implement a full import embargo on Iranian crude oil and petrochemicals. This 

move potentially affected some 450,000 barrels a day of Iranian exports, nearly 20% of Iranôs 

average crude exports in 2011 and the source of some 25% of its oil export income. It also 

affected international insurance coverage of Iran, and all transactions with Iranôs state-owned oil 

company and its main tanker fleet.195 
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There was hesitation by some European governments that centered on ensuring that there would 

be sufficient excess supply - mainly from Saudi Arabia - to prevent a major supply shock. Saudi 

Arabia, however, stated it would seek to make up the difference, which triggered decisive 

European action.196 

The EU decision also tracked closely with the language of Section 1245 of the FY2012 NDAA 

that required the President to phase in sanctions on foreign purchases of Iranian oil and the banks 

that facilitated those payments by barring transactions with the Central Bank of Iran or any Iran-

affiliated or owned bank. 

The Europeans acted in spite of threats by Iranôs Vice President Mohammed Reza Rahimi and 

Iranian officers to shut off the flow of oil from the Gulf. They also acted after Mohammad Ali 

Khatibi, Iranôs OPEC governor said, on January 17, 2012, that ñApplying the scenario of 

sanctions on Iranôs oil exports to EU members would be economic suicide for the member 

countrieséRegarding the economic crisis in the Eurozone, imposing any sanction on Iranôs oil 

will push European countries into a deeper crisis.ò197  

These threats were so exaggerated that they would have rung hollow under any circumstances, 

but they were particularly hollow at this time because Saudi Arabiaôs oil minister, Ali Al -Naimi, 

had stated on January 16
th
 that, ñWe are prepared to meet the increase in global demand as a 

result of any circumstances.ò198 While Iran then responded by indirectly threatening Saudi 

Arabia, it had no more impact on the Saudis than it did on Europe. 

Moreover, the EU took another critical step, directing the Society for Worldwide Interbank 

Financial Telecommunication (SWIFT) to ñdiscontinue its communications services to Iranian 

financial institutions that are subject to European sanctions.ò199 SWIFT is essential to Iranôs 

international banking because it provides secure communications for more than 10,000 financial 

institutions and corporations in 210 countries.  

SWIFT reported in 2010 that 19 Iranian member banks and 25 financial institutions used the 

network over two million times during the course of the year.200 These institutions included the 
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Central Bank of Iran and other major Iranian banks, including Bank Melli, Bank Mellat, Tejarat 

Bank, Bank Refah, Future Bank, Persia International Bank, Post Bank, and Europäisch-Iranische 

Handelsbank; unlike with import sanctions, Iran had no alternative to the use of SWIFT. 

On October 15, 2012, the EU instituted new sanctions that affected the Iranian financial industry 

and central bank; shipping industry; oil and gas sector; and restricted Iranian importation of 

graphite, steel, and other raw materials. The sanctions also prohibit the provision of flagging and 

classification services to Iranian tankers and cargo vessels in the EU or by EU nationals, bans 

vessels owned by EU citizens or companies from transporting or storing Iranian oil, and forbids 

EU companies from providing shipbuilding technology and naval equipment to Iran. 

The Council of the European Union adopted the following conclusions:201 

1. The Council reiterates its serious and deepening concerns over Iran's nuclear programme and the 

urgent need for Iran to comply with all its international obligations, including full implementation by 

Iran of UNSC and IAEA Board of Governors' Resolutions. 

 

2. The Council condemns the continuing production of enriched uranium and expansion of Iran's 

enrichment capacity, including at the Fordow site, and continued heavy-water activities in breach of 

UNSC and IAEA Board of Governors' Resolutions, as reflected in the most recent IAEA report. The 

Council notes with particular concern Iran's obstruction of the IAEA work towards the clarification of 

all outstanding issues, including with respect to the possible military dimension to Iran's nuclear 

programme. Therefore, the Council welcomes the adoption with overwhelming majority by the IAEA 

Board of Governors of its Resolution on 13 September 2012 deciding that Iran's cooperation was 

essential and urgent in order to restore international confidence in the exclusively peaceful nature of 

Iran's nuclear programme. 

 

3. Iran is acting in flagrant violation of its international obligations and continues to refuse to fully co-

operate with the IAEA to address the concerns on its nuclear programme. In this context, and in 

coherence with previous European Council and Council conclusions, the Council has agreed additional 

restrictive measures in the financial, trade, energy and transport sectors, as well as additional 

designations, notably of entities active in the oil and gas industry. In particular, the Council has agreed 

to prohibit all transactions between European and Iranian banks, unless authorized in advance under 

strict conditions with exemptions for humanitarian needs. In addition, the Council has decided to 

strengthen the restrictive measures against the Central Bank of Iran. Further export restrictions have 

been imposed, notably for graphite, metals, software for industrial processes, as well as measures 

relating to the ship building industry. 

 

4. The restrictive measures agreed today are aimed at affecting Iranôs nuclear programme and revenues of 
the Iranian regime used to fund the programme and are not aimed at the Iranian people. The Iranian 

regime itself can act responsibly and bring these sanctions to an end. As long as it does not do so, the 

Council remains determined to increase, in close coordination with international partners, pressure on 

Iran in the context of the dual track approach. 

 

5. The Council reaffirms the longstanding commitment of the European Union to work for a diplomatic 

solution to the Iranian nuclear issue in accordance with the dual track approach. 
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6. The Council reaffirms that the objective of the EU remains to achieve a comprehensive, negotiated, 

long-term settlement, which would build international confidence in the exclusively peaceful nature of 

the Iranian nuclear programme, while respecting Iran's legitimate rights to the peaceful uses of nuclear 

energy in conformity with the NPT, and fully taking into account UN Security Council and IAEA 

Board of Governors' Resolutions. The Council welcomes the determination for a diplomatic solution 

expressed by E3+3 Foreign Ministers on 27 September in New York and fully endorses the efforts led 

by the High Representative on behalf of the E3+3 in this regard. E3+3 have made a credible and 

substantial confidence building proposal for negotiations guided by the agreed principles of reciprocity 

and a step by step approach. The Council urges Iran to engage constructively, by focusing on reaching 

an agreement on concrete confidence building steps, negotiating seriously and addressing the concerns 

of the international community. 
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Figure V.9: EU Sanctions Against Iran 

 

Year Sanction Content 

July, 2010 Council Decision 

2010/413/CFSP
202

 

Establishes an embargo on nearly all dual-use goods, military arms, and 

nuclear-related items. Bans EU export of key equipment and technology 

for oil and natural gas production, exploitation, and refining. Bans 

technical assistance, training, and financing of Iranôs energy sector. 

Bans access to EU airports for Iranian cargo flights and the provision of 

bunkering or ship services to Iranian or Iranian contracted vessels and 

aircraft if they have been involved in sanctions violations. Requires all 

cargo to and from Iran to be inspected. Money transfers of more than 

ú40,000 require authorization; transfers of more than ú10,000 require 

notification. Bans Iranian banks from establishing a presence in the EU 

and any relationships with EU banks. Prohibits the sale, purchase of, or 

facilitation of public or public-guaranteed bonds to and from the 

Government of Iran or any Iranian bank. Bans the provision of 

insurance and reassurance to the Government of Iran or any entities 

connected.
203

 

April, 2011 Council Decision 

2011/235/CFSP
204

 

Freezes the funds and prevents entry into Europe of people responsible 

for human rights violations. 

January, 2012 Council Decision 

2012/35/CFSP 

Amends Council Decision 2010/413/CFSP. Bans the import, purchase, 

or transport of all Iranian oil products and financing, facilitation of 

financing, or participation in the Iranian petrochemical industry. Freezes 

the assets of additional Iranian entities. Bans the direct or indirect sale, 

transportation of, or facilitation of gold, precious metals, and diamonds 

to or from the Government of Iran or its associate entities. Expands the 

list of prohibited dual-use items or technology. Prohibits the delivery of 

newly minted or unissued Iranian banknotes and coinage.
205

 

March, 2012 

Council Decision 

2012/168/CFSP 

Council Decision 2011/235/CFSP. Establishes an embargo on 

telecommunications monitoring, interception equipment, and other 

equipment used for internal repression.  
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Council Decision 

2012/152/CFSP 

Amends Council Decision 2010/413/CFSP. Prohibits the provision of 

specialized financial messaging services to any financial institution 

subject to EU Iranian sanctions.
206

 

October, 2012 Council Decision 

2012/635/CFSP
207

 

Amends Council Decision 2010/413/CFSP. Prohibits any transactions 

between European and Iranian banks except for those authorized in 

advance and under strict conditions. Bans the export of graphite, 

aluminum, steel, industrial facility control software, and their related 

technical or financial assistance. Prohibits the importation of Natural 

Gas from Iran. Bans short-term credits, guarantees, and insurance. 

Prohibits the provision of flagging and classification services to Iranian 

tankers and cargo vessels in the EU or by EU nationals. Bans vessels 

owned by EU citizens or companies from transporting or storing Iranian 

oil. Forbids EU companies from providing shipbuilding technology and 

naval equipment to Iran. Broadens the export ban on equipment for 

Iranôs oil, gas, and petrochemical industries. Targets 34 Iranian entities 

with asset freezes and travel bans including the Ministries of Petroleum 

and Energy, the Iranian Central Bank, and various Iranian oil and 

petrochemical companies.
208
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The Role of Other Importers 

As has been pointed out earlier, much depends on the policies of other importing states. For 

sanctions to fully succeed, however, other key importers and trading partners - the nations shown 

in Figure V.10 and Figure V.11 - must agree to major reductions in imports and actually make 

these reductions over time.  

It is far too early to determine how well such efforts to broaden reductions in imports from Iran 

will succeed, but key exporters like Saudi Arabia, Iraq, and Libya have increased production to 

help make up for the loss of Iranian exports, and key nations like China, India, and Japan have 

already reached out to Saudi Arabia and other Arab exporters to help reduce their dependence on 

Iranian oil. China, Iranôs largest export partner by volume, has reduced its purchases recently, 

importing 454,000 barrels per day in July 2012, compared to 522,000 barrels per day in May 

2012.209 However these first quarter cuts was mostly due to contract negotiations and not, it 

seems, because of pressure from the West.210 Chinaôs imports of Iranian oil averaged 550,000 

bpd in April 2011 and have now decreased to an average of slightly above 400,000 bpd in 

February 2013. 

Nevertheless, the general trend over the past two years has been downward as these countries 

reduce their Iranian oil imports, despite the month-to-month spikes or drops in Chinese, 

Japanese, and Indian imports. However, these countries have previously stated that they will not, 

either because of the difficulty of finding additional suppliers or due to other pressures, be able 

to completely remove Iran as an oil source.  
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Figure V.10: Major Importers of Iranian Crude Oil in January ï September 2011 

(Iran exported some 2.2 million barrels a day in 2011) 
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Figure V.11: Iranôs Major Trading Partners 2008-2011 ï Part One 

 

Source: ñIran-EU Bilateral Trade and Trade with the World,ò DG Trade Statistics, January 18, 2013. 

http://trade.ec.europa.eu/doclib/docs/2006/september/tradoc_111518.pdf 
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