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Tehran Has Little Reason to Fear Sanctions
Iranian Intransigence

By Ulrike Putz in Beirut, Lebanon
2/10/2010

The West is sharpening the tone of its threats agast Iran, but Tehran so far remains

unimpressed and has even begun enriching uranium t@80 percent. Any new sanctions
imposed against Mahmoud Ahmadinejad's regime are Kely to be just as ineffective as
existing ones.

Western tensions with Iran are escalating oncenagat will the West take action this time? The
United States, France, German Chancellor Angelak&leand her foreign minister, Guido
Westerwelle, are all demanding that the "pressore’lran be ratcheted up. It's time for new
sanctions, they say, to force Iran to come aroumthé dispute over its nuclear program. If
forced, they say they are even prepared to takemaatdependently of the United Nations
Security Council, where China has been hard-noseitsirefusal to agree to further punitive
measures against the regime in Tehran.

The threats, though, have left Iran cold. Indeeghréin hasn't even bothered to respond. Instead
the country is starting to enrich its own uranium.

Iranian indifference to the possibility of sancsohas long been a pattern. Last year, the
international community set a deadline for Irarcdme to the table for serious negotiations over
its nuclear program. But the regime of Presidenthidaud Ahmadinejad allowed every
ultimatum to expire, and each time he came awalyouit so much as a scratch.
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The Iranians' tactics are always the same. Fhey, give the impression they are going to make
concessions. But then they just continue as beWidout a military option, which the West has
repeatedly ruled out, Iran feels safe. And theni&taRepublic is likewise not at all concerned
about economic sanctions -- a sentiment, say lbservers, that is not only justified, but backed
by decades of experience.

A History of Unsuccessful Sanctions

The US imposed the first ever sanctions againsn#vely created Islamic Republic of Iran in
1979 after revolutionaries occupied the US embassyehran. In 1995, Washington expanded
its measures to include a complete economic embdrg@006, the UN Security Council
imposed the first sanctions pertaining to the Bamuclear program, which were then expanded
again in 2007 and 2008. UN member states are ptetliirom selling or delivering supplies to
Iran that could be used in its nuclear program.

In addition, trade with the state-owned Bank Sepadh other suspected organizations on a UN
blacklist is "restricted" and the sale of large p@as systems to Tehran is forbidden. In 2008,
the European Union moved to freeze the assetsanfsltargest bank, Melli Bank, and issued a
travel ban on Iranian nuclear and missile technpgerts.

But such reprisals made little difference then hage just as little effect today. At least that's
the opinion of Djavad Salehi-Isfahani, a guest tanhat the respected Washington, D.C.-based
Brookings Institution, who wrote a position papern the efficacy of Iranian sanctions in
September. Salehi-Isfahani argued that the Iraec@momy is indeed weak, but the problem is a
product of the international financial crisis ratktgan the boycott.

'Misreading of Tehran'

In 2007, he wrote, Iran had a growth rate of 7 @etcand per capita incomes have doubled over
the past 10 years. Basic services like water agctradity have been extended to over 95 percent
of the population. Health care and education heygaved and the size of the middle class has
doubled. The economy didn't begin to shrink ud global economic crisis took hold in Iran in
2008, bringing with it a 20 percent drop in incomerural areas and a 10 percent decline in
urban areas.

Salehi-Isfahani wrote that it was a "further mislieg of Iran" to believe, as many proponents of
sanctions do, that the rising poverty and econastagnation drove people into the streets of
Tehran last summer. "The sharp economic decline2@®8 no doubt contributed to
dissatisfaction,” he wrote. "But for the most pavhat was on display in Tehran after the
disputed elections was more the fruits of improvet®en living standards than economic
decline."

"The case for sanctions as an effective foreigncpdiool is strongest when the country in
guestion is brimming with internal political tens®caused by years of stagnation or decline in
living standards, which sanctions can intensifybting about the desired policy shift by the
country's rulers,” he continued. "This is not thaation in Iran."
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Gasoline Embargo 'Impractical’

The latest effort to tighten the screws on Iranarndiscussion is a possible ban on gasoline
deliveries. The country may be the world's fougtgest oil producer, but it has to cover 40
percent of its fuel needs through imports becatusacks refineries to process crude oil. Trita
Parsi, president of the National Iranian Americaoulxil, believes a gasoline boycott is

impractical because it would require a sea-basedkhbe to be effective -- and the measure
would also require a Security Council resolutiorecéhtly, Chinese Foreign Minister Yang

Jiechi reiterated that Beijing, a permanent menalbéine Security Council, is not prepared to go
along with additional punitive measures againgt.lra

The biggest problem with existing and future sammdiremains the ability to enforce them. Even
if a consensus could be reached on tougher measabissrvers fear they would have little
impact. In the event of a gasoline embargo, "thelidbe enough middlemen for Iran to carry on
as normal,” Olivier Jakob, managing director of &mil consultant Petromatrix told business
news agency Bloomberg.

One recent example underscores the difficulty ébrmmg sanctions. A Dutch airline was taken
to court in the United States because it had bedimeding American airplane technology and
replacement parts to Iranian customers for yedrs.tfansactions were disguised because orders
were made to a European firm which then placedrerde their behalf. The goods would then
be delivered to Dubai. From there, the freight widu transported on to Iran.

Officials in Washington are all too familiar withé fact that the Iranians have become masterful
at navigating their way around trade restrictioBsecretary of State Hillary Clinton recently
conceded that the US economic embargo againstdriess than airtight, describing sanctions
were "leaky."
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