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EXECUTIVE SUMMARY

The Gulf and the Arabian Peninsula are critical to US strategic interests and collectively
represent the single most important theater in the US-Iranian strategic competition. The
proximity of the Arab Gulf states to Iran; the region’s geostrategic value to the stability
of the global economy; the shifting military balance; and the social, demographic, and
economic tensions that threaten to create political upheavals in several key states make it
a potential flash-point for tensions between Washington and Tehran.

While each state in the region pursues its own approach to security and faces its own
unique challenges, Bahrain, Kuwait, Oman, Qatar, Saudi Arabia, and the UAE all share
many of the same strategic priorities and security interests, and are allied together in the
Gulf Cooperation Council (GCC). All six states must react to the same major changes
now taking place in their strategic environment:

e Changes in the Strategic Posture of the United States. The United States issued new strategic
guidance in early 2011 that called for the US to avoid any repetition of the kind of involved in op-
en-ended wars that occurred in Afghanistan and Iran. This guidance gave the Middle East and the
Gulf that same strategic priority as Asia, and stressed the threat posed by Iran and its search for
nuclear weapons, but called for the United to build up strategic partnerships rather that take a
unilateral lead or dominate the commitment of military force.

Since that that time, the US has face growing pressures on both government and national security
spending, had to cut its forces and modernization plans, and faced growing domestic political
pressures as a result of “war fatigue” and focus on domestic issues. It also has differed with many
of its Gulf allies over its lack of support for President Mubarak and then the military takeover in
Egypt and its uncertain role in dealing with Irag and the Syrian civil war. The US faces a serious
crisis of confidence in deal with each of its Gulf allies as well as its other allies in the region.

e The Security and Strategic Importance of Petroleum Exports: The large reserves of oil and
natural gas in the Arabian Peninsula make the security and stability of the region of vital
importance to the US.

Estimates of oil and gas reserves as a percent of the world total are highly uncertain — and are
changing rapidly as more unconventional sources of oil and gas come to play a far greater role in
global supply. However, the size of proven oil reserves in these states ensures that these countries
will continue to be major players in the global oil trade so long as there is demand.

Three of the world’s top 10 producers of oil are located on the peninsula — Saudi Arabia (1), the
United Arab Emirates (7) and Kuwait (9)." According to reserves data from the US Energy
Information Agency (EIA) and country rankings from the Central Intelligence Agency, as of May
2013 Saudi Arabia had the largest proven oil reserves of any country in the world, with 267.91
billion barrels or 18.17% of the world total. Kuwait (104 billion barrels) and the UAE (97.8
billion barrels) followed with the sixth and seventh-largest proven reserves, comprising 7.05%
and 6.63% of the world total, respectively. Iran has 154.58 billion or 10.48%; Iraq has 141.35
billion or 9.59%.?

While other estimates differ in detail, sources like the BP Statistical Review of Energy for 2012
produce broadly similar estimates. It estimated that the GCC states alone had 19.2% of the world
oil reserves versus 9.1% for Iran and 8.7% for Iraq.> Some estimates put the GCC shares of the
World’i proven conventional oil reserves as high as 45%, with the potential to rise steadily in the
future.

The region also has key natural gas producers — namely Qatar and Saudi Arabia. The BP
Statistical Review of Energy for 2012 estimates that the GCC states have 20.4% of world gas
reserves versus 15.9% for Iran and 1.7% for Iraq.®> Some estimates indicate that the GCC has 17%
of the world’s conventional gas reserves.® In terms of proven reserves of natural gas, Qatar has
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the world’s third-largest and Saudi Arabia the fourth-largest — 12-13% and 3.9-4% of the world
total, respectively.’ Saudi Arabia also has extensive mineral resources.

e Geography and Strategic Competition with Iran: The Arab Gulf states are in close range of
rapidly growing Iranian missile, air, and naval capabilities, and their exports and many of their
imports move by sea. The presence of US military assets and facilities throughout the Arabian
Peninsula offers them security in terms of both deterrence and warfighting capability, but the
states that host US bases may also be treated as targets for retaliation in the event of a conflict in
the Gulf or a preventive US or Israeli strike against Iranian nuclear infrastructure.

The Strait of Hormuz — which passes between the UAE, Oman, and Iran — is an essential
passageway for maritime commerce from the east coast of Saudi Arabia, Kuwait, Qatar, Bahrain,
and the UAE to the outside world. Roughly 35% of all oil moved via ocean and 20% of all
internationally traded oil passes through the Strait — some 17 million barrels daily. According to
the EIA, “[t]he Strait of Hormuz is by far the world’s most important chokepoint [for oil trade].®

e Iran’s Nuclear and Missile Programs: Iran’s steady progress towards developing the capability to
deploy nuclear weapons confronts the Arab Gulf states with the need to find a new form of
deterrence and defense that can deal with a nuclear-armed Iran. This has led the US to offer its
Arab Gulf allies “extended deterrence” of the kind it once offered its NATO allies in dealing with
the nuclear threat posed by the former Soviet Union and the Warsaw Pact. Senior Saudi officials
have publically noted that the Kingdom has studied nuclear options. The nuclear threat has also
given missile defense an even higher priority, and led to debates over containment versus
preventive strikes to deny Iran a nuclear capability.

e The Challenge of Containment and Preventive Strikes: All the Arab Gulf states have supported
US, EU, and P5+1 efforts to use sanctions and negotiations to pressure Iran to halt its nuclear
efforts, and all are actively building up their own conventional air and sea forces to deter and
defend against Iran and doing so in partnership with the US and other outside powers like the UK
and France. Each, however, must also consider whether to back the US in preventive strikes
against Iran’s nuclear facilities, the relative merits of such strikes versus containment, and how
they would react to an Israeli preventive strike on Iran.

e Sunni versus Shia and Alawite Tensions: Iran is a Persian Shia state with a different language
than the Gulf Arab states, and is an ambitious foe seeking regional and religious dominance. With
the exception of Oman, all of the Arab Gulf states have Sunni leaders, and most have a strong
Sunni majority in their native populations. All, however, also have a significant number of Shia
citizens, including Bahrain, which has a Shia majority. These sectarian differences affect both
their internal stability and competition with Iran.

In several Arab Gulf countries, the Shia portion of the population sees itself as being socially,
politically, and economically discriminated against by the regime, and less well off than their
Sunni counterparts. Iran has been politically active and has sometimes used covert elements to try
to win support from such Shia and use them in putting pressure on Arab Gulf regimes. This has
led the governments of Bahrain, Kuwait, Saudi Arabia, the UAE, and Yemen to tighten their
internal security policies, resulting in clashes between native Shia and internal security forces in
Bahrain and Saudi Arabia, and fighting between Shia tribes and the government in Yemen.

The Arab Gulf governments are also concerned about Iranian links to these communities and
possible Iranian efforts to use their native Shia to undermine the Sunni leadership. The Quds
Force of Iran’s Islamic Revolutionary Guard Corps (IRGC) and Lebanese Hezbollah are seen as
key elements of such threats.

e Terrorism and Sunni Extremism: The Arab Gulf states must also deal with a minority of violent
Sunni extremists that reject many of the values of orthodox Islam and see Arab Gulf regimes as
illegitimate. Saudi Arabia has had to conduct a major counterterrorism campaign since attacks by
Al Qa’ida in 2003, and Yemen has fought similar battles. All of the Arab Gulf countries have
faced some threat from native extremists and from the flow of such extremists from the outside.
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The recent fighting in Syria and violence in Iraq and Lebanon has increased this threat, as have
struggles between such extremists and moderate governments throughout the Islamic world.

e lraqg, Syria, and the Impact of the Rising Instability in the Arab World: The tensions in the Gulf
include the concerns the Arab Gulf states have over the future alignment of Iraq with the US and
Arab Gulf states versus Iran, and the renewal of Sunni and Shia sectarian violence in Irag. The
civil war in Syria has become another sectarian struggle between Alawites and Sunnis. It is also a
struggle between the US and Arab Gulf states that back the rebels and Iran, which backs the
Assad regime. This struggle has spilled over into Turkey, Lebanon, and Jordan.

More broadly, the political and economic issues that are the result of what was initially called the
“Arab Spring” have led to a military takeover and the risk of civil war in like Egypt, and growing
tensions and instability in Jordan. The US and Gulf states have divided in choosing sides in Egypt,
with the US seeking compromise, Saudi Arabia and the UAE backing the Egyptian military, and
Qatar support the Moslem Brotherhood.

e  The stability of Yemen, the Bab el Mandab, and the Red Sea: Yemen is not formally a
member of the GCC or a Gulf state, but shares common borders with Oman and Saudi Arabia,
has large numbers of expatriate workers in the Gulf, and plays a critical role in the stability
and security of the Arabian Peninsula and the Gulf. It has been caught up in the political
upheavals in the Arab world, a low level civil war with its Houthi minority, and faces serious
challenges from Al Qa’ida in the Arabian Peninsula. From a strategic perspective, it is a Gulf
state although it also plays a critical role in determining the security of the Red Sea and its
eastern gate, the Bab el Mandab. It affects the security of most of the traffic through the Suez
Canal as well as the flow of some 3.4 to 4.0 million bbl/d of petroleum.®

Each of these challenges helps shape the US strategic partnership with the Arab Gulf
states, the competition between the US and Iran, and the military balance in the Gulf. At
the same time, they are only part of the factors shaping Arab Gulf security. The Arab
Gulf states must deal with the broader aspects of religious extremism and terrorism;
internal sectarian, ethnic, and tribal divisions; the need to deal with massive demographic
pressures and a “youth bulge” that requires the creation of massive numbers of jobs and
new social infrastructure; and the need for stable political and social evolution to avoid
political upheavals that can do as much or more to disrupt reform and modernization as to
achieve it.

Moreover, Arab Gulf governments must deal with all of these challenges at the time US
strategy and the US force posture in the world is changing and uncertain. It is also a time
when Gulf military and internal security forces must shift from a past focus on
conventional warfare and compartmented internal security efforts to a spectrum of four
interactive challenges:

e Internal security, counterterrorism (CT), and civil-military stability operations — often involving
outside powers and arms transfers.

e Low to mid-level asymmetric wars that may involve conventional forces.
e  Conventional wars using asymmetric means

e Use of weapons of mass destruction (WMD), weapons of mass effectiveness, and cyberwarfare —
wild card patterns of conflict and escalation.

This means dealing with the emergence of complex or hybrid warfare which can occur at
many different levels without clear probabilities — other than opponents like Iran and
violent extremists who will seek to exploit any perceived weaknesses and do so as
cheaply as possible. Each Gulf state must also individually and collectively deal with
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enduring political, social, and economic pressures that threaten its stability and that of its
neighbors. These are pressures where the US and outside powers can have limited
influence, but where success or failure will occur is based largely on national and local
basis.

The US and the Arab Gulf States: Challenges and Interests

While it has never been stable, and keep evolving, the strategic partnership between the
US and the Arab Gulf states serves a wide range of common strategic interests. Since the
early 1970s, the US has sought to protect and secure the stable flow of oil and gas exports
at world market prices, promote security and stability in the region, forge useful military
cooperation programs to advance broader US strategic aims, and encourage economic
development and trade while protecting trade lanes. Iran’s unconventional military
developments and nuclear weapons program pose a risk to each of these interests, and
thus to the ability for the US to advance its own goals of national security and global
economic stability.

In the seventy-odd years that the US has been actively engaged in the region, Washington
has advanced these interests through numerous variations of alliances and containment.
Saudi Arabia played an important role — along with Iran — in the US strategy to contain
the Soviet Union.*® As a result of the 1979 Islamic Revolution, Iran began to emerge as
the major regional threat to US interests.

The Iran-lIrag War, the Iran hostage crisis, various acts of terrorism, and the Iranian
targeting of Kuwaiti tankers in the Gulf made this threat real, while the subsequent
collapse of the Soviet Union allowed the US to focus more on containing Iran. At the
same time, the aggression displayed by Saddam Hussein during the 1990 invasion of
Kuwait and the brief Iraqi incursion into Saudi Arabia demonstrated that an ambitious
and hostile Ba’athist regime in Baghdad was also a threat to US security interests in the
Gulf.

The US characterized the decade that followed in terms of “dual containment,” when the
US sought to limit hostility from both Baghdad and Tehran. Economic sanctions and a
no-fly zone were put into effect to mitigate future Iraqi hostility, while Washington
remainﬁd cautious of developments in Iran and built up the militaries of the Gulf Arab
states.

The Iraqi threat to Gulf security ended after the US-led invasion of Iraq in 2003, but
created a new lIraqi threat to the US. While Irag once had the fifth-largest army in the
world,* the US invasion destroyed Iraq’s forces while triggering a mix of clashing
Sunni, Shia, and Kurdish factions and an insurgency hostile to the US. This — followed by
the election of the conservative Iranian President Mahmoud Ahmadinejad and growing
concern with the Iranian nuclear program — has made the containment of Iran the
principal strategic objective of the US in the Gulf region.

Enhanced US Partnership with the Southern Gulf States

The US is now engaged in both an effort to redefine its overall strategic posture to limit
its level of involved in regional wars, to reduce the cost of its military and national
security expenditures, and to redefine it regional role in the Gulf region to emphasize
strategic partnerships and strengthen its allies. It also confronts the uncertainties create by
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the political upheavals in the region since 2011, upheavals that have create major
challenges in dealing with Egypt and the Syrian civil war, that affect each of the Arab
Gulf states, and that are compounded by the US failure to create a stable strategic
partnership with an Iraq which is now the scene of a major competition for influence
between Iran and the US and Arab Gulf states.

The military balance in the Gulf region is being shaped by a US effort to deter and defend
against Iran by strengthening its military capabilities in the Gulf and those of its partner
countries on the Arabian Peninsula — particularly in the realm of air power, missile
defense, and air-sea operations. The resulting partnership must deal with a range of
threats the goes from low-level attacks or clashes in the Gulf to a possible effort to close
the Strait of Hormuz to Iranian intervention in the Syrian civil war to Iran missile strikes.

At the same time, the US and its Arab Gulf partners must deal with the political unrest
and uprisings that have surged in the MENA region since the first set of upheavals in
Tunisia in early 2011, the possible impact of Israeli preventative military action against
Iran’s nuclear infrastructure, and growing extremist and terrorist threats like AQAP and
AQIM.

The US and its Arab Gulf partners must also deal with the fact that the past political
barriers that somewhat insulated the Gulf from political and security issues to the west
have largely broken down, as Gulf security has already been affected by Iraq as well as
Iran. The competition between Iran and the Arab Gulf states for influence in Iraq is both
serious and one where Iran now has the lead. The low level civil war between Sunni and
Shi’ite that continues in Iraq cannot be separated from Iran’s efforts to support the Assad
and Alawite side in the Syrian civil war and Hezbollah in Lebanon. The broader tensions
and sometimes conflicts between hardline Sunni Islamists and modern Sunnis and Sunni
regimes, and between such Sunnis and Shi’ites and other Islamic minorities, now affect
the entire Islamic world and all of the Gulf states as well. They feed extremism,
violence, and serious terrorist threats like AQAP throughout the Gulf region.

The relative balance of US, European, Arab Gulf, and Iranian military capabilities to deal
with military challenges like the threat posed by Iranian asymmetric, conventional, and
missile forces — and Iran’s potential acquisition of nuclear weapons -- is analyzed in
detail in the first two volumes of this three volume series: The Gulf Military Balance,
Volume I: The Conventional and Asymmetric Dimensions and The Gulf Military
Balance, Volume I1: The Missile and Nuclear Dimensions.

Several factors are particularly important in shaping the attitudes of the leaders of the
Southern Gulf states towards the US and Iran, and the need for effective political,
military, and economic unity and action by the Arab Gulf states:

e Terrorism and Civil Unrest: There is a history of Iranian-linked terrorism and civil unrest dating
to the infancy of the Islamic Republic. Bahrain in particular has alleged that numerous uprisings,
attempted coups, and recent bombings have been linked to Iranian support for Shia factions in
that country. Kuwait also has a history of dealing with Iranian-linked terrorism as early as the
1980s, with another attempted attack recently uncovered. Plots in Bahrain and Kuwait have been
linked to both Hezbollah and the IRGC Quds Force.

e Threat to Maritime Trade: The security of maritime commerce for much of the Arabian Peninsula
is contingent upon safe passage through the Strait of Hormuz. The threat of Iranian mines, small
boat attacks, and anti-ship missiles is a serious risk to regional commerce. At the same time,
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Yemen is scarcely the only unstable state in the Red Sea, and Saudi Arabia now needs to
strengthen its Red Sea fleet and air capabilities. Saudi Arabia exports petroleum and refined
products through its port at Yanbu and has a major trading port at Jeddah. In 2011, some 3.4
mmb/d of petroleum products flowed through the Bab el-Mandab at the eastern entrance to the
Red Sea,lgnd 3.8 mmb/d flowed through the SUMED pipeline and the Suez Canal at its western
entrance.

e Missile Threat: Iran’s airpower capabilities are limited by sanctions and the aging nature of the
country’s fixed-wing air force. However, Iran has compensated for these shortcomings with short
to intermediate range missile capabilities that put major population centers and critical
infrastructure on the Arabian Peninsula in range of Iranian strikes.

e Nuclear Threat: The GCC Supreme Council meeting in December 2012 made it clear that the
leaders of the Arab Gulf states supported Iran’s right to make peaceful use of nuclear power.
However, these leaders were deeply concerned about the growing evidence that Iran is
developing a nuclear weapons breakout capability and has plans to arm its missile forces with
nuclear weapons.

e  Competition for the Levant and Iranian Support to Other Violent Non-State Actors: As has been
the case with Hezbollah in Lebanon and Shia groups in Irag, Iran has been accused of providing
material support to violent non-state actors (VNSAS) in the Arabian Peninsula. The IRGC Quds
Force is accused of meeting with and providing arms to Houthi militants in Yemen, which have
been battling the US-backed regimes of Yemen and Saudi Arabia.

e lranian and Arab Gulf competition for influence in Iraq and Training and Support of Shia
Militias in Irag: While Iran has largely supported the Maliki government; its Al Quds Force not
only plays a role in Iraqi politics but trains, funds, and equips various Shia military factions.

o  Competition for Influence in Syria, and Role of Iranian Advisors and Arms Transfers in Syria:
Iran has become a major source of military advisors and trainers for the Shia militias backing
Assad and a key source of arms, spare parts, and other military equipment to the pro-Assad
elements of the regular military services and Syrian security forces. Along with its support of the
Lebanese Hezbollah’s efforts in Syria, it has become a key military factor in keeping the Assad
regime in power.

e  Growing threat of instability in Jordan, Egypt, and the rest of the Arab world: What some experts
once called the Arab Spring now threaten to become the Arab quarter century. Political upheavals
in Egypt and Syria, a civil war in Syria, growing violence in Lebanon, and instability in Jordan
combine to form a new threat to Arab Gulf stability, and give Iran growing influence in Iraq,
Syria, and Lebanon. This has fed Islamic extremism throughout the region, threatens to create an
Iranian influenced “axis” that extends to the Mediterranean, and raises questions about the future
security of Saudi Arabia’s western border.

e The risk of a broader conflict between Sunnis and Shi’ite and Islamic minorities and other
minorities: What some experts once called the “clash between civilizations” has become a
“conflict within a civilization.” Islam risks repeating all of the mistakes and horrors of the
Christian reformation and counterreformation and atrocities like the Albegensian crusade.
Hardline violent Sunni extremists now struggle against modern Sunnis and Sunni regimes, Shi’ite
and Alawites, other Islamic minorities, and Christian and other minorities in Islamic states. The
result is a mix of political struggles, local violence, terrorism and extremism, and insurgency and
civil war. It directly affects Gulf states like Bahrain and Saudi Arabia with significant divisions
between their Sunni and Shi’ite populations, but Sunni on Sunni tensions are a growing issue in
Gulf states like the UAE and Qatar. The struggle for tolerance and modernization affects every
Gulf and Islamic state.

Key Areas of Gulf Security Cooperation

The US has responded to these threats with a series of major security cooperation
initiatives in the region geared towards containing and deterring Iran. These have
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included deploying US special forces and mine units to the Gulf, making the Gulf
Cooperation Council (GCC) states partners in its Combined Air Operations Center
(CAQOC) in Qatar, sharply increasing the number of multilateral military exercises —
especially with the US 5™ Fleet — and helping the GCC states make major improvements
in their deterrence and defense capabilities.

While the major Western European states and China have cut their weapons exports to
the region in recent years relative to the mid-2000s, the US increased its arms agreements
with GCC states by over eight times between 2004-2007 and 2008-2011. Saudi Arabia
made the most drastic increases, with a nine-fold increase in 2008-2011 in versus 2004-
2007. Kuwait, Oman, the UAE, and Qatar have also experienced considerable growth in
weapons imports from the US. Similar increases have also taken place in arms
deliveries.™

The US commitment to the security of the Arab Gulf states has steadily grown stronger
as the Iranian asymmetric and missile threats and the prospect of Iranian nuclear weapons
has become more threatening in spite of growing US domestic political pressures on US
national security spending and commitments overseas. There is no doubt that Washington
and the Southern Gulf states take Iranian threats seriously, and are making significant
investments in building the region’s defensive capabilities.

The US has focused on helping the Southern Gulf states develop their air, naval,
asymmetric warfare, and counterterrorism capabilities. It has also helped them develop
improved missile defense capabilities, particularly in Qatar and the UAE.

Many GCC states are acquiring PAC-3 capabilities for the PATRIOT missile defense
systems. Unlike the PAC-2 variant, the PAC-3 can accommodate 16 missiles per
launcher rather than four and offers “more advanced radar and electronics systems” as
well as “hit to kill”” capabilities, whereas the PAC-2 uses a “proximity fuse.”*®> This
system can be used “against short-range ballistic missiles, large-caliber rockets, and air-
breathing threats.”*°

Additionally, the US is selling Terminal High Altitude Area Defense (THAAD)
capabilities to Qatar and the UAE. THAAD, like PAC-3, also offers “hit-to-kill”
capabilities, and is able to intercept ballistic missiles in the last segment of their flight,
but is a wide area missile defense system. The ability of the system to intercept missiles
at high altitude — including above the Earth’s atmosphere — makes it a potentially
effective system to intercept nuclear, chemical, or biological-tipped missiles.” This
system will offer additional protection to these countries and US facilities and assets
within them by working synergistically with PATRIOT PAC-3 and Aegis systems
already in the region.*® According to Lockheed Martin, “[t]he system [THAAD] has a
track record of 100% mission success in flight testing.”**

In addition to missile defense developments, the US has taken steps to enhance the air
and maritime security capabilities of each friendly state to protect against threats from the
air, land, and sea. The US has also offered Nonproliferation, Anti-terrorism, Demining
and Related Programs (NADR) assistance to many of the states most vulnerable to
instability — such as Yemen and Bahrain — as will be discussed in greater detail later in
this assessment.
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The Gulf Security Dialogue (GSD) initiated by the Bush Administration has been
sustained as Washington engages the region. There has been discussion indicating the
possibility of US security guarantees or “extended deterrence” in an effort to protect
these states against Iranian threats. Such efforts could reduce the possibility that some
Gulf states would acquiesce to Iranian pressure and limit the threat of proliferation in the
event that Iran actually equips its force with nuclear weapons.?°

The New US Strategy and the Role of Gulf Allies

The Obama Administration made these policies a key part of the new strategy it
announced in early 2012. While some press reports have since discussed this strategy as
based on a “pivot to Asia,” this description is based on rhetoric and not the actual
strategy. The actual strategy talks about “rebalancing” a limited portion of US air and sea
forces from Europe to Asia but gives equal priority to improving US deterrence and
defense capabilities in the Middle East and Asia. The Department of Defense strategic
guidance, which was submitted with the President’s FY2013 budget request in February
2012, stated that: %

The U.S. economic and security interests are inextricably linked to developments in the arc
extending from the western Pacific and East Asia into the Indian Ocean region and South Asia,
creating a mix of evolving challenges and opportunities. Accordingly, while the U.S. military will
continue to contribute to security globally, we will of necessity rebalance toward the Asia-Pacific
region. (p. 2-1)

In the Middle East the aim is to counter violent extremists, prevent destabilizing threats from
developing, while upholding our commitment to allies and partner states. The U.S. continues to
place emphasis on U.S. and allied military presence in the region, by working with partner nations
in the region. (p. 2-1)

... DoD will tailor its global presence and posture with the right capabilities in the right places.
We will rebalance toward the Asia-Pacific, emphasizing our existing alliances and expanding our
networks of cooperation with emerging partners throughout the Asia-Pacific to ensure collective
capability and capacity for securing common interests. We will maintain an emphasis on the
greater Middle East to deter aggression and prevent the emergence of new threats... (p. 2-2)

...[The President’s strategic guidance calls for a [r]ebalance [in] force structure and investments
toward the Asia-Pacific and Middle East regions while sustaining key alliances and partnerships in
other regions. (p. 4-1)

... Our defense efforts in the Middle East will be aimed at countering violent extremists and
destabilizing threats, as well as upholding our commitments to allies and partner states. U.S.
policy will emphasize gulf security to prevent Iran’s development of a nuclear weapon capability
and counter its destabilizing policies. The United States will do this while standing up to Israel’s
security and a comprehensive Middle East peace. (p. 7-6)

A Continuing Commitment in Spite of Budget Cuts

The US is engaged in what may well be a lasting internal political debate over the size
and cost of its national security commitments, but it made no changes in these policies, or
in its emphasis on forces in the Middle East and Asia in the FY2014 budget request it
submitted in April 2013, in spite of ongoing defense budget cuts and sequestration:

There will be a rebalance of force structure and investments toward the Asia-Pacific and Middle
East regions while sustaining key alliances and partnerships in other regions... More change is
taking place as U.S. economic and security interests are inextricably linked to developments
extending from the western Pacific and East Asia into the Indian Ocean region and South Asia.
Accordingly, while the U.S. military will continue to be central to ensuring global security, we
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will of necessity rebalance forces and funding priorities toward the Asia-Pacific region. In the
Middle East the aim is to counter violent extremists, prevent destabilizing threats from developing,
and uphold our commitments to allies and partner states (p. I, 1-2)

Across the globe, the United States will seek to be the security partner of choice, pursuing new
partnerships with a growing number of nations...In the Middle East, the aim is to counter violent
extremists, prevent destabilizing threats from developing, and uphold our commitments to allies
and partner states. Social movements like the Arab revolutions may introduce tensions between
and within existing governments and societies, but will ultimately result in more stable and
reliable partners of the United States as governments in the region become more responsive to the
legitimate aspirations of their people. The United States continues to place emphasis on the U.S.
and allied military presence in the Middle East region by working with partner nations in the
region. (2-1to 2-2)
All of these measures represented a continuing US commitment to the containment and
deterrence of Iran in the Gulf and addressing the conventional and unconventional threats
posed to these states. At the same time, the US has encouraged economic, social, and
political reform; the development of energy exports; and the expansion of trade.

The Strengths and Weaknesses of Gulf Partners

The Southern Gulf states are the key strategic bloc in the region, and one whose ties to
the US are critical to its competition with Iran and the security of world oil flows and the
global economy.

As the most powerful state on the Arabian Peninsula, Saudi Arabia maintains a larger
defense budget than any of the other countries in the region — spending roughly five times
as much on defense in 2011 ($46.2 billion) as the next largest spender on the peninsula,
the UAE ($9.32 billion.) Saudi Arabia is estimated to have spent nearly four times more
on defense than Iran spent in 2011.%

The differences in size of active forces in the Gulf largely reflect the differences in
population size between the Gulf countries, with Saudi Arabia and Yemen having the
largest active forces on the peninsula in 2013 — 233,500 and 66,700, respectively. Despite
the considerable gap between the Kingdom’s defense budget and that of Iran’s, Tehran’s
active force is over twice the size of Riyadh’s, with 523,000 active personnel.*

Energy exports are an important factor in driving defense spending — at least for the
region’s main exporters. The region’s largest defense budgets in 2011 also happened to
be in the two countries with the highest crude oil export rates — Saudi Arabia and the
UAE.? It is believed that spending on defense will continue to rise as revenues from
energy exports also increase, at the expense of spending on social programs.? The highly
socialized economies of the Gulf states are dependent on energy export revenues to
finance social programs and create jobs for the unemployed population. The allocation of
a greater share of energy export revenue toward security could exacerbate economically-
driven social problems, possibly leading to greater internal security challenges.

Southern Gulf Alignments with the US

The US is divided from the Southern Gulf states by its different political system and
values, and its ties to Israel. At the same time, Iran’s actions, political upheavals in the
region, and the threat of terrorism and internal extremists have steadily pushed the
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Southern Gulf states towards building up their military capabilities and creating a more
effective partnership with the US, the UK, and France.

The leaders of each state made this clear in the official press statement issued after the
December 2012 (33™) Supreme Council meeting of the GCC. This statement not only
highlighted the Iranian threat, but indirectly challenged Iran on Syria and any Iranian role
in Yemen:?’

The Supreme Council reiterated its firm stance as per previous statements rejecting the Iranian
occupation of the UAE's three Islands namely: (Greater Tunb, Lesser Tunb and Abu Musa),
asserting the right to supremacy on the three islands and regional territorial waters, airspace and
continental cliff and free economic zone which form an integral and inseparable part of the United
Arab Emirates.

The Supreme Council expressed sorrow because no positive results could be reached through
communications with the Islamic Republic of Iran as to culminate in a solution for the issue of the
three UAE's islands so as to contribute into boosting the security and stability of the region.

Any acts or practices implemented by Iran on the three islands will be deemed null and void and
should not entail any change in legal or historic status of the Islands that confirm the right of
supremacy of the United Arab Emirates over its three Islands.

The Supreme Council did not rule out considering all peaceful means which could lead to
reinstating the right of the United Arab Emirates over its three islands, inviting the Islamic
Republic of Iran to respond to the UAE's efforts to solve the issue through direct negotiations or
resorting to the International Court of Justice.

The Supreme Council rejected and denounced continual Iranian interference in the GCC states'
internal affairs and urged Iran to immediately stop these practices for good and to refrain from
policies and acts that increase tension or threaten regional security and stability. The Supreme
Council emphasized the need for Iran's full compliance with the principles of good neighborliness
and mutual respect and non-intervention in internal affairs and solving disputes by peaceful means
without resorting to force or threats.

The Supreme Council asserted that the Iranian nuclear program does not only threaten regional
security and stability but also international security and stability, urging Iran to cooperate with the
International Atomic Energy Agency (the IAEA), and renewed the GCC firm stance regarding the
significant need for Iran's compliance in order to make the Middle East region, including the
Arabian Gulf region, free from weapons of mass destruction as well as from nuclear weapons,
praising international efforts aimed to solve the Iranian nuclear program through peaceful means.

The Supreme Council affirmed the right of countries, including Iran, to harnessing peaceful
nuclear energy on condition of responsibility of the operating country for the safety of its nuclear
facility whilst taking into consideration environmental safety in the large geographic region and
the need to fully comply with standards of safety and security and non-nuclear proliferation. Now
that Iran began operating the Bushehr reactor, the GCC countries urge Iran to maintain full
transparency vis-a-vis this matter and to join the agreement on nuclear safety and enforce
maximum safety standards in its facilities.

The Supreme Council reviewed latest developments on the Syrian arena, under continually
deteriorating conditions and the human suffering of the brotherly Syrian people. The Council
expressed utmost pain and grief towards continuous bloodshed and loss of innocent lives,
destruction of cities and infrastructures that necessitates a speedy political power transition. The
Council urged the international community to move seriously in order to promptly stop these
massacres and blatant violations that contradict with all heavenly commandments, international
laws and human values.

The Supreme Council asserted its support to the Syrian National Coalition which is the sole lawful
representative of the Syrian people formed in Doha in November 2012 under the kind patronage of
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His Highness Sheikh Hamad bin Khalifa the Emir of the State of Qatar and auspices of the Arab
League, urging the international community to urgently provide all sorts of humanitarian
assistance to the brotherly Syrian people who suffer from harsh living conditions.

The Supreme Council expressed its support to the mission of the UN Arab Envoy to Syria, Mr.
Lakhdar Brahimi, provided that this gains consensus from the UN Security Council especially its
permanent members, in accordance with the powers and responsibilities of the UN Security
Council in maintaining international security and stability.

... The Supreme Council was informed by King Hamad bin Isa Al Khalifa about the message he
had received from Yemeni President Abdourabou Mansour Hadi regarding accomplishment of the
GCC Initiative for Yemen's part one who thanked the GCC leaders for protecting Yemen from the
ghost of civil war and solving its problem.

The Council praised the Yemeni President's recent resolution in favor of restricting the Yemeni
Armed forces as part of the GCC Initiative and its executive mechanism in a key step aimed to
boost security and stability in Yemen.

The Supreme Council looks forward to Yemen's implementation of the second phase of the GCC
Imitative for Yemen after convening the national dialogue with participation from all segments of
the Yemeni people and their concurring on what is in the best interest of Yemen and its unity,
security and stability.

The Supreme Council reiterated its previous resolutions and firm stances vis-a-vis Iran in terms of
respecting its territorial integrity and independence, urging Irag to comply with UN resolutions
regarding its borders and pending issues with the State of Kuwait.

A later press release on a press conference by Shaikh Khalid bin Ahmed Al Khalifa,
Minister of Foreign Affairs of the Kingdom of Bahrain and Dr. Abdullatif bin Rashid Al-
Zayani, Secretary General of the GCC, reported that:*®

"The efforts to communicate with the Islamic Republic of Iran have not stopped and will not stop
and relations with it always passes stages and there are things which we disagree with Iran. GCC
is keen to put its relationship with Iran in the correct path without allowing to any party to
intervene in the affairs of the other party and not endanger the region, whether to the danger of
violence, of environment or that of war or to the threat of nuclear reactors, even in situations of
peace, and news about the danger of nuclear reactors was circulated and that was clarified for the
Islamic Republic.'

...He also said 'We want a radical solution ending the tragedy of the Syrian people,'

...On the issue of Yemen, Dr. Al-Zayani said that the GCC member States support Yemen's
stability and they have had their efforts through the GCC initiative, and that the amount collected
was eight billion, of which most of it came from the GCC member States and we are optimistic
about the situation in Yemen for our confidence in the wisdom of the Yemeni brothers.

Also, the Bahraini Foreign Minister explained that the GCC efforts in resolving the issue of the
occupied islands of the United Arab Emirates (UAE) are still going on and our stance is solid
towards it and they are UAE islands occupied by Iranian forces and must be returned to the UAE
either through negotiations or arbitration, and that any action carried out by Iran on these islands
won't result in any legal interest in Iran's favor and we support all the UAE steps in this regard.

...On the assessment of Russian efforts to resolve the Syrian crisis, the Foreign Minister of
Bahrain stressed that Russia's role is an important role, and that there is a dialogue between the
GCC countries and Russia, and work is going on to remove any misunderstanding between the
two sides.

Concerning the negotiations between the 'Five Plus One' group and Iran on the latter's nuclear
program, Sheikh Khalid Al Khalifa said that 'if the talks are about the region, we are the region,
and we need to know hidden things.'
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On the nuclear negotiations, Sheikh Al Khalifa wished them success and that the two sides may
reach an agreement to spare the region the scourges. In this regard, he also said that 'If you look at
the language of the final statement issued earlier today by the summit, you will find a new
language added to it, we want the Iranian program to be transparent and clear after international
news on some of its risks.'

Answering a question on the Iraqi situation, the Foreign Minister of Bahrain said 'Ties with Iraq
included in the final statement, and the relationship should be strong and the situation in Irag now
is not the optimal one.’

The Impact of the Divisions Between the Arab Gulf States

The long series of tensions between the Southern Gulf states and Iran — beginning with
the Iran-lIrag War and now shaping the growing tensions over Iran’s nuclear efforts and
growing asymmetric threat in the Gulf — have made it clear to Southern Gulf capitals that
security cooperation with the US is necessary to ensure national security, whether it be
protecting tankers transiting the Gulf, or repelling an Iragi invasion, as was the case for
Kuwait and Saudi Arabia.

The growing partnership between the US and the Southern Gulf states has greatly
improved the combined abilities of the US and these states to both deter and defend
against any threat in the region. At the same time, it has important limitations that have
limited the effectiveness of the GCC, its military integration, and its level of
interoperability. They are dictated by nationalism, divisions between the Arab Gulf states,
and by the fact that the smaller states fear Saudi dominance:

e Bahrain: Bahrain is closely tied to Saudi Arabia, and is the headquarters of the US Fifth Fleet. It
sees Iran as a major source of its current Shia and Sunni tensions. There is still some residual
tension with Qatar over past disputes over the waters and reefs between them, and the fact that the
Qatari ruling Al Thani family seized the peninsula in the mid-1800s from the Bahraini Al-Khalifa
royal family after the Al-Khalifa’s had occupied Bahrain.

o Kuwait: Kuwait was the key country leading to US intervention in the Iran-Iraq War in 1987-1988
after the US agreed to reflag Kuwaiti tankers being attacked by Iran. It has been closely tied to the
US since the Iragi invasion of Kuwait in 1990, and provided assistance for the invasion of Iraq.
Kuwait maintains close cooperation with the US, with major basing and prepaositioning facilities
since 2002 when the US prepared for the invasion of Iraq. Kuwait’s security concerns focused on
the threat from Iraq until 2003, and Kuwait is careful to avoid provoking Iran when possible.
There is a legacy of Kuwaiti-Saudi tension from the period in which Kuwait was the more
developed state. Kuwait is partly divided from Saudi Arabia by a Neutral Zone, but there is no
evidence of serious tension over management of the zone, and all boundary, offshore, and island
issues seem to have been resolved well over a decade ago.

e Oman: Oman plays a key strategic role in Gulf security because of its location at the Strait of
Hormuz, at the entrance to the Gulf, and with access to the Gulf of Oman and the Indian Ocean. It
has a long history of low-level tension with Saudi Arabia over past border disputes, the Omani
search for an increased role in the GCC and aid for its forces, and Oman’s desire to avoid Saudi
domination of the GCC. Oman had some past tension with UAE over maritime boundaries. It
offers the US contingency bases and prepositioning facilities, and Oman has close security ties to
the UK. Muscat has tried to maintain correct and “friendly” relations with Iran — which sits across
from Oman at the Strain of Hormuz — but has been careful to assert its sovereignty and avoid any
Iranian interference.

e Qatar: Qatar is a key partner of the US. It hosts the US Combined Air Operations Center (CAOC),
and provides air basing and prepositioning facilities. Qatar shares the same interpretation of Islam
as Saudi Arabia, but there is a history of border disputes with Saudi Arabia which seemed to be
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resolved in 2001, along with its border disputes with Bahrain, but have led to some discussion of
border revisions between Qatar, Saudi Arabia, and the UAE.

There was ongoing tension existed between Saudi Arabia, Abu Dhabi and Qatar’s ruler — Amir
Hamad bin Khalifa Al Thani. Amir Hamad overthrew his father in a bloodless coup in 1995 and
then felt Saudi Arabia and the UAE supported a failed countercoup attempt by his father. The
Amir and his brother, the Foreign Minister and Prime Minister Sheikh Hamad bin Jassim al-Thani
often took positions that challenged or disagreed with Saudi Arabia.

This situation may have changed, however, in late June 2013. Amir Hamad gave up the throne and
made his son, Sheikh Tamim bin Hamad al-Thani, the new Amir. Amir Tamin replaced Foreign
Minister and Prime Minister Sheikh Hamad bin Jassim al-Thani, and supported Saudi Arabia and
the UAE in support the Egyptian Army’s overthrow of Morsi in Egypt.

Amir Tamin did make it clear in his first speech, however, that. “We don't take direction (from
anyone) and this independent behavior is one of the established facts"...As Arabs we reject
splitting countries on a sectarian basis... and because this split allows for foreign powers to
interfere in the internal affairs of Arabs and influence them...We are a coherent state, not a
political party, and therefore we seek to keep relationships with all governments and states...We
respect all the influential and active political trends in the region, but we are not affiliated with one
trend against the other. We are Muslims and Arabs who respect diversity of sects and respect all
religions in our countries and outside of them."?

Both Qatar and Saudi Arabia supported the rebel side in the Syrian civil war, but Qatar supported
more hardline Islamist elements while Saudi Arabia supported more moderate factions. Qatar
supported the Muslim Brotherhood in Egypt, opposed the Egyptian military’s overthrow of
President Morsi’s government, and backed some elements of Muslim Brotherhood-linked entities
in Syria. Saudi Arabia, the UAE, and Kuwait strongly backed the Egyptian military in
overthrowing Morsi and provided some $12 billion in aid — opposing both Qatar and the US which
had pressed the military reach some settlement with Morsi, avoid civil violence and repression,
and move quick towards elections. These differences have led to quiet rifts within the GCC,
creating challenges for the US as it works to build consensus on regional issues.*°

e Saudi Arabia: Saudi Arabia is the largest power by far in the Southern Gulf and the only GCC
state large enough to have great strategic depth. It has been a key security partner of the US since
World War Il, and was the co-commander with the US and leader of the Arab forces in the
coalition that liberated Kuwait in 1990-1991. Saudi Arabia no longer provides basing facilities to
the US, but provided quiet support to the US during its invasion of Iraq in 2003, has strong US
advisory teams for its military, National Guard, and internal security forces, and has bought
massive numbers of arms from the US. Saudi Arabia has sought correct and “friendly” relations
with Iran, but has long challenged any Iranian effort to lead the Gulf.

The Kingdom has leveraged its power, as well as the ambiguity of border demarcations, to
influence energy developments in the region. It is reported to have initially opposed the Dolphin
natural gas pipeline, which links Qatar and the UAE. Though that opposition eventually ended,
some reports indicate Riyadh blocked efforts by Qatar to develop a pipeline with Kuwait.*! These
issues underscore the need for increased cooperation through the GCC to formalize borders and
cooperatively address energy issues.

e UAE: The UAE has become the most effective military force in the GCC, and now cooperates
closely with the US in its military development and security affairs in the Gulf. Like Qatar, it is
one of the two states now buying THAAD missile defenses, and has played an overt role in
supporting insurgents in Libya and Sunni forces in Syria. The Emirates have been divided in the
past in dealing with Iran; Dubai is a key transshipment and training partner with Iran, but Abu
Dhabi and Sharjah have long led the GCC-wide challenge to Iran’s control of Abu Musa and the
Tunbs — islands the Shah of Iran seized from Sharjah during British withdrawal from the Gulf and
which Iran later fully occupied. At present, the UAE seems united in resisting Iran. There is some
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tension with Saudi Arabia over Saudi efforts to lead the GCC, and some low-level comments
about reopening past border issues.

e Yemen: Yemen has long been the most troubled and poorest Gulf state, lacking significant
petroleum resources, and built on an uncertain unity between what was once North Yemen or the
Yemeni Arab Republic (YAR) and South Yemen or the People’s Democratic Republic of Yemen
(PDRY). Both states were affected by war — the YAR by a civil war and an Egyptian invasion that
marked the first use of poison gas since the end of World War Il, and the PDRY by constant
internal power struggles and its support of the Dhofar rebellion in Oman. Unity came only after
the internal collapse of the PDRY and a low-level conflict between northern and southern factions.
A failed central government, a failed economy, massive population growth, tribal and sectarian
differences, and shortages in water have left Yemen under uncertain central control, brought Saudi
Arabia to intervene in the northwest border area, and have made Yemen the key source of
instability in the Arabian Peninsula.

The Need to Take Account of Country-by-Country Differences

US policy must take full account of the differences between the Gulf states, as well as of
how each Gulf state perceives the strengths and weakness of the US.. Military and
internal security challenges are only part of the challenges each Arab Gulf state and the
GCC must meet. Economics, demographics, politics, and social change are at least as
important to each country’s future, and both they and the US must constantly remember
that competition with Iran is only one of many priorities.

It is also important to note that while the US and the Arab Gulf states share a common
interest in deterring and defending against Iran, no Gulf state has identical strategic
interests with the US or any of its neighbors. A successful US partnership must focus on
the broader strategic problem of providing regional security, but be tailored to the needs
and expectations of each individual partner.

As is the case throughout the Middle East and the world, the US must adopt “dual
standards” in dealing with each Arab Gulf state and the GCC collectively. The US must
find the right balance between narrow, short-term “pragmatism” that focuses on the
security threats posed by Iran and extremism, and the need to help each state ensure its
internal stability, modernize, and meet the needs of its people.

At the same time, the US and its European allies must recognize that US and Western
values are not “universal” values, that each state is both Arab and Islamic, and that the
rate of modernization has to focus on evolution and not revolution. The US must accept
the fact that the US must often give security priority over its own approaches to human
rights and democracy.

Like the need to create affordable and sustainable partnerships with its allies in the
region, the US must constantly adjust its policies to find the right balance, and tailor its
partnerships with each Southern Gulf state in ways that suit that state’s character and
interests. The US can never afford to lose sight of the fact that US strategic interests are
best served by focusing as much on each country’s internal needs and stability as on its
role as a military partner.

Saudi Arabia

Saudi Arabia has long been a military partner of the US. A Saudi officer held joint
command with the US commander during the liberation of Kuwait in 1990-1991 and
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Saudi Arabia provided the US with extensive support during its invasion of Iraq in spite
of Saudi reservations about the US operation. It has been a major partner in the war on
terrorism since 2003. It is now a key partner in US efforts to contain, deter, and defend
against Iran, and its forces are largely equipped with US weapons and interoperable with
US forces. Saudi Arabia also plays a critical role as the guardian of Islam’s holy places in
limiting what it calls “deviation” from Islam, and what the US calls violent extremism.

The US does not need to make major changes in its security policies towards Saudi
Arabia, but it does need to focus on the following Saudi concerns and perceptions — many
of which apply to the other country case studies that follow:

Like all the states in the region, Saudi Arabia is deeply concerned with the uncertainties affecting
US national security spending, the US level of strategic commitment to the region, the US failed
to support Mubarak and the Egyptian military, the uncertainties surrounding US policy in dealing
with the Syrian civil war, and US willingness and political ability to use force to support its allies
after the strains of the wars in Iraq and Afghanistan. The US may have it own doubts about each of
it regional allies, but all have their own doubts about the US.

Saudi Arabia differs from most countries in the world in that it’s ruling and economic elites seek
modernization and reform but do so in the face of much of its clergy and an extremely
conservative population. Reform comes slowly from above, and not from popular pressure.

Saudi Arabia’s ruling elites are divided, however, and often act out of narrow self-interest and in
ways that are corrupt and abuse power. King Abdullah has pressed for reform in all these areas,
but it will come slowly and outside pressure often does as much to mobilize opposition as to aid
the case for change. That reform will also come in a Saudi way, in a Saudi form, and largely at a
Saudi pace. No amount of US pressure will make Saudi Arabia like the US.

Saudi Arabia is a deeply religious Sunni puritan state whose political legitimacy depends as much
on its religious legitimacy as popular support, and plays a critical role in offsetting the threat from
violent religious extremism. No amount of pressure will suddenly make it liberalize in religious or
social terms — particularly outside pressures under the guise of human rights that is a thinly
disguised effort to open the country to Christian proselytizing. Moreover, Saudi Arabia will back
Sunnis against challenges and threats from other Islamic sects, and sees the threat from Islamic
extremism and states like Iran and Syria in religious terms while the US views them in secular
terms.

The US can work with the Saudi government to maintain and strengthen its peace proposals, but
serious tension will exist between Saudi Arabia and Israel until a peace is reached and a settlement
occurs that Palestinians can largely accept. US policy must be based on balancing the interests of
Israel and de facto allies like Saudi Arabia. It must also be based on realism about the differences
in its security relationships. The US plays a critical role in helping Israel preserve its security, but
Israel cannot play a meaningful role in helping achieve the security of the region and its oil
exports. Saudi Arabia and the other GCC states can. This is no reason for the US to do anything
that would undermine lIsrael’s security, but it is a strong reason for the US to consider Saudi
Avrabia’s priorities and security interests and to continue its efforts to create a successful peace
process.

As is the case with every nation in the region, direct personal relationships are the key to
successful relations. The US needs to remember that Saudi and other GCC ruling elites and
officers have often dealt with their US counterparts for decades. US country teams often have
personnel that serve for only a year, rotate arbitrarily on an international cycle, and do not stay
long enough in-country to either understand the country or build lasting relationships. These
problems are compounded by a tendency to stay in the embassy and diplomatic quarter, a lack of
accompanied tours that build family relationships, and excessive, safety first security rules. Visits
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and exchanges by senior officials help, but US relations stand or fall on the strength, activity, and
experience of the country team.

e The US does not compete for successful trade, business links, energy deals, and arms sales in a
vacuum. Every other government plays a strong, active — and sometimes less than legitimate — role
in supporting economic ties. The US country team needs the funds and policy support necessary to
strongly support US business.

e Saudi Arabia may send some 50,000 students to the US, but almost no US students go to Saudi
Arabia, and US public diplomacy is critically underfunded. The cost of a large scholarship
program and well-funded public affairs efforts would be minor compared to the political, security,
and business benefits.

e Saudi Arabia is primarily concerned with the stability and support of friendly Arab regimes, the
threat the current political upheavals in the MENA areas present to the Kingdom and its interests,
and the emergence of hostiles regimes it sees as supporters of Islamic extremism or Iran. It does
not share the same concerns over democracy as the US and has different priorities in dealing with
regional instability and unrest.

As the is the case with the UAE and Kuwait, the US needs to take careful account of the
very real differences in US and Saudi interests in dealing with key issues like the political
crisis in Egypt and the civil war in Syria. The US’s willingness to accept and encourage
the removal of President Mubarak removal was seen as a sign of US unwillingness to
support a loyal ally, and Saudi leaders then saw the rise of the Moslem Brotherhood and
the election of President Morsi as a growing threat to the legitimacy of Arab monarchies,
and Saudi Arabia’s religious legitimacy as the custodian of Islam’s holy place in
particular.

Along with the UAE and Kuwait, Saudi Arabia focused on Egypt’s impact on Saudi and
regional security, not democracy or more abstract issues like human rights. This
difference in goals also explains why the Saudis backed the Egyptian military in
overthrowing Morsi, and joined the UAE and Kuwait in providing them with some $12
billion in aid. It also explains why they continued to back the military as the political
crisis became more violent and why they tolerated repression rather than support the US
in seeking a brokered effort at compromise. They all saw the struggle in Egypt as posing
as much of a potential threat as Egypt once did for very different reasons under Nasser. In
practice, it was also far from clear than a sustainable compromise was possible.

In the case of Syria, the Saudis, UAE, and Qatar all felt the US was indecisive and failed
to take the lead in backing Syrian rebels at a time when Assad might have been push out
of power by Syrian factions that were still relatively moderate, and when Syria did not
yet have hardline Sunni extremist factions as a large part of rebel forces. Saudi Arabia
and the UAE were divided from Qatar in both Syria and Egypt because of Qatar’s
willingness to  support the Moslem Brotherhood and more hardline
Islamist elements in the Syrian rebels, but felt the US failure to act was a further sign that
the US could not be trusted to act in what that preserve their security.

Some senior Saudi and other Gulf leaders feel the US has failed to come up with a
focused policy, and its constant indecision has given room for Bashar and Iran to make
increasing gains against the rebels, while at the same time allowing radical groups to
garner support and power, which is a risk to states like Saudi Arabia. US lack of action
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regarding Syria and Iran’s nuclear aspirations could affect relationships with one of its
closest and strongest allies in the region.

Iran still does far more to unite the US and Arab Gulf states than Egypt and Syria do to
divide them, but the US does need to be acutely sensitive to the fact that focus on
“partnership” in the new strategy the US announced in early 2012 has to have practical
meaning. The US has to be more sensitive to the security concerns of Saudi Arabia and
other Gulf allies, and accept the fact that Gulf states will act in their own interest and on
the basis on their own perceptions of their national security interests. If the US cannot
find common ground, it must accept the difference between US policies and those of
Saudi Arabia and the other Gulf states, and be careful to act as a partner rather than a
leader that its allies will always follow.

This does not mean that the US should do not more to encourage Saudi Arabia to
improve ties with Iraqg; it should. If the US finds it must accept the new realities in Egypt,
Saudi Arabia, it should also accept the fact that the new reality in Iraq is a Shia-led Iraqi
government and find the best way to accept and work with Baghdad. The quicker it is
understood that the sectarian makeup of Iraq will not change any time soon, the faster a
plausible and sophisticated solution can be reached. Moreover, a successful
Saudi/GCCllraq relationship would do much to reduce Iranian influence in the region.*

The US needs to be equally careful in encouraging Saudi efforts to strengthen the GCC
on a military, political, and economic level, as well as Saudi domestic reforms and efforts
to improve Saudi and other Gulf states internal stability and security by better meeting
the needs of its people. The US needs be patient and concentrate on the actual
implementation of suitable reforms through quiet, in-country diplomatic efforts.

Kuwait

Kuwait is, in many ways, the most militarily vulnerable of all the Southern Gulf states. It
shares a common border with Irag and — as became clear during the Iran-lraq War — is
within easy striking distance of Iran. It lacks strategic depth, and — like most Gulf states
other than Saudi Arabia — is dependent on one major urban center for the security and
economy of virtually all its population.

This helps explain why Kuwait has been the target of two Iragi attempts at invasion — one
of which took control of the country in 1990-1991, and provided the US with basing
facilities and extensive support during the US invasion and occupation of Iraq. It also
explains why Kuwait turned to the US to reflag its tankers and reduce the threat from Iran
during 1986-1988 — a critical period in the Iran-lraq War.

Since then, Kuwait has maintained close security relationships with the US for over two
decades, while also maintaining a delicate relationship with Iran. Kuwait has cooperated
with the US military since the first Gulf war and the liberation of Kuwait in 1991. The
US and Kuwait signed a 10-year defense pact signed on September 19, 1991 which called
for cooperation in defense, consultation in a crisis, joint exercises, and USA military
advisory support and arms sales.

Kuwait agreed to preposition a U.S. army brigade and access Kuwaiti military bases Ali
al-Salem Air Base, Camp Arifjan, and Camp Buehring. The US and Kuwait also signed a
Status of Forces Agreement (SOFA). The pact was renewed in September 2001, and may
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have been renewed again in September 2011. Kuwait provided air base, land base, and
port facilities since the US build-up for the invasion of Iraq in 2002.%* The US currently
has some 13,500 troops in Kuwait, and Kuwait agreed to purchase some $1.6 billion
worth of US arms in 2010. *

Kuwait maintained a hostile policy toward Iran in the first decade after the 1979 Islamic
Revolution and was a key source of support for Iraq during the Iran-lraq War, but the
Iragi invasion of Kuwait did lead Kuwait to begin a policy of engaging Iran. This policy
never led it to turn away from the US, however, and like other Southern Gulf states,
Kuwait has become increasingly concerned about Iran’s actions, its military buildup, and
its ties to the Maliki regime in Iraq.

While the US has to focus on the broad threat Iran poses to the Gulf and the region,
Kuwait illustrates the dangers of focusing on the Strait of Hormuz and the direct threat
posed by Iran. Kuwait is exposed at a critical point in the upper Gulf. Irag no longer has
the forces to invade, but Iragi instability is as much a problem for Kuwait as the Iranian
threat. Kuwait is too small to defend itself against Iran, and is — as the Iran-lraqg War
showed — particularly vulnerable to an Iranian strategy that singles out a given Gulf state
in a divide and pressure approach to asymmetric warfare.

Like the other smaller Gulf states, Kuwait also has different needs for improved military
integration and interoperability than Saudi Arabia. Its forces are now relatively well-
equipped, much better trained than in 1990, and exercise regularly with US forces. They
are, however, very small relative to Iran’s, and depend on links to outside forces for any
meaningful capability. They can only really be effective as part of a larger whole and by
taking advantage of the economies of scale that can only come from a more integrated
alliance. This requires both continuing support from US commands and power projection
capability, and a much stronger GCC role in unifying Gulf security.

The US can do little to influence Kuwait’s internal divisions, but it must quietly do what
it can to encourage negotiation and compromise where this can bring stability. As is the
case with every other Southern Gulf state, the US also needs to carefully do what it can to
build Kuwaiti trust in the US strategic partnership and commitment to Kuwait, make it
clear it is not acting in ways that increase the risks to Kuwait, and is not taking sides in
Kuwait affairs that could increase political instability

Bahrain

Bahrain has long been a key ally and partner. It has hosted the United States Naval
Forces Central Command (NAVCENT) since the creation of the US Central Command in
1983, and was the port for the earlier US Task Force 126 that first deployed to the Gulf in
1948. Bahrain was the headquarters of US Naval operations during the US *“war of the
tankers” with Iran in 1987-1988, during the first Gulf War in 1990-1991, and during the
US-led invasion of Iraq in 2003.

Bahrain has been the headquarters and home port of the US 5™ Fleet since it was
reactivated in 1995, and the new Combined Fleet of US and allied forces established in
February 2002, which coordinates counterterrorism and counterpiracy missions in the
Gulf, the Red Sea, Gulf of Oman and Arabian sea, Gulf of Aden and the Indian Ocean.
Bahrain provides air basing facilities as well as port facilities.
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The US faces a difficult balancing act in Bahrain. Bahrain is a key security partner, its
stability is critical to the GCC, and there is no stable substitute for its present regime. The
US needs to take these strategic interests into constant account, as well as the fact that the
problems in the regime’s treatment of Shiite and other opposition elements are often
matched by opposition elements that are unwilling to compromise, are deliberately trying
to be destabilizing, and have some elements with ties to Iran. It also needs to take into
account the growing anti-US reaction of Bahrain’s Sunnis and some members of its
ruling elite to US pressures for compromise with its Shia population and other reforms.

At the same time, the US cannot ignore the fact that Bahrain’s mid-to-long-term stability
does require reforms, shifts in the power structure of its royal family and ruling elite that
give its Shia majority more rights and a share of the nation’s economy, and reforms in its
justice system and way of dealing with human rights. It also must take the sensitivities of
the other GCC states into account — all of which strongly back the Bahraini government.

As is often the case in the region, this may also mean finding the least bad option, and a
degree of strategic patience on the part of the US that gives at least near-term priority to
security and stability. It is also clear that quiet and patient efforts by the US country team
and the State Department are likely to achieve better results for all of Bahrain’s people
than any sudden or drastic pressure on its government — as long as that government limits
its internal security actions and makes some progress towards reform.

Oman

Oman has been a consistently good security partner to the US, and has a long history of
close security ties to the UK and the US. It signed a treaty of friendship with the US in
1833, and was the first Gulf country to allow the US access to its military facilities. It has
supported US operations in the Gulf since the fall of the Shah. While it maintains close
military ties to Britain, it also cooperates closely with US air and sea forces, and has
increasingly acquired US arms.

As Ken Katzman of the CRS notes, “Oman signed an agreement to allow U.S. forces
access to Omani military facilities on April 21, 1980. Three days later, the United States
used Oman’s Masirah Island air base to launch the failed attempt to rescue the U.S.
embassy hostages in Iran. During the September 1980-August 1988 Iran-lrag War, the
United States built up naval forces in the Gulf to prevent Iranian attacks on international
shipping. Oman played the role of quiet intermediary between the United States and Iran
for the return of Iranians captured in clashes with U.S. naval forces in the Gulf during
that war.” *® The US Air Force prepositions some power projection supplies in Oman and
the US has the contingency capability to use Omani airbases in Muscat, Thumrait, and
Masirah Island if Oman grants prior permission. Oman has granted such access during
the US operation in Afghanistan.*

While Oman sought to maintain correct, friendly relations with Iran even after the Shah’s
fall, it resisted Iranian efforts to pressure it into allowing Iranian ships to interfere with
shipping traffic during the Iran-lraq War and quietly cooperated closely with the US
during its “tanker war” with Iran in 1987-1991.

Like the other GCC states, Oman was an ally of the US in the first Gulf War, and has
regularly participated in exercises with US and British forces as well as offered the US

XXi



Gulf Military Balance Volume 111: The Gulf and Arabian Peninsula XXii

contingency bases and prepositioning facilities. US officials and officers feel Oman is a
close partner in current security efforts in the Gulf, and that its efforts to maintain good
relations with Iran have played a useful role in allowing the US to communicate
indirectly with the Iranian regime.

Oman’s demographics are different than those of other states on the Arabian Peninsula,
and have eased Oman’s relationships with Tehran. Oman’s population is predominantly
Ibadhi (75%) — a unique Islamic sect that does not identify with the two other major
sects.*” Oman has also generally sought to maintain friendly relations with Iran rather
than confront it. While Oman has supported the GCC, it also has tense relations with
Saudi Arabia. At the same time, Muscat has also maintained a close relationship with the
US by supporting US military operations in the region.

The fact that Oman still maintains relatively good formal relations with Iran as well as
good security relations with Washington, and has demographics that insulate it from
regional Sunni-Shia tensions, reduces its role in the more public aspects of US-Iranian
strategic competition. Unless a major clash or conflict breaks out in the Gulf, or the
nuclear issue leads to preventive strikes, Oman is likely to continue to be an interlocutor
between Washington and its allies on the one hand and Tehran on the other, and help in
resolving relatively minor diplomatic tensions.*

US senior officers and officials do not feel, however, that Oman’s efforts to maintain
good relations with Iran limit its role as a partner to the US or its role in Gulf security.*
They understand that Oman does not openly support US preventive military action
against Iran, but realize the US, too, emphasizes negotiations rather than military action
and feel Oman’s position would change if Iran took any military action in the Gulf or
actively moved to deploy nuclear weapons. *°

More broadly, Oman provides yet another case study in the reasons the US should
provide any help it can to assist the GCC states in their moves toward more military
integration, as well as ease any remaining tensions between them and Saudi Arabia.

Qatar

The US has a good security partner in Qatar, and has had consistent support from Qatar
since Iraq’s invasion of Kuwait. Like Kuwait, Qatar has provided prepositioning support
for US forces, continues to provide major air base facilities, and has hosted the US
Central Command Combat Air Operations Center (CAOC) for the Middle East at Al-
Udied Air Base since April 2003.*

As is the cases with other GCC states, the US needs to encourage stronger and more
unified military efforts by building up the GCC, its command, and its institutions. At the
same time, the US needs to continue to respect Qatar’s exposed strategic position and
search for an individual political identity. While the US needs to support efforts to create
a stronger and more unified GCC, it also needs to accept the fact that some of the other
Gulf states still see Saudi leadership efforts as a threat, and that progress will be slow and
evolutionary.

The US also needs to work closely with the Qatari government — as well as other GCC
governments like the UAE — to coordinate as closely as possible in providing outside aid
to insurgents and dissidents like those in Libya and Syria. It also needs to work with

XXii



Gulf Military Balance Volume 111: The Gulf and Arabian Peninsula Xxiii

Qatar in trying to reduce the level of crisis in Egypt while remembering that Qatar is
more supportive of the Moslem Brotherhood and other Islamist movements than its
neighbors. As is the case with the other Arab Gulf states, a strong US country team, and
quiet and patient diplomatic efforts, will be the key to success.

UAE

The UAE has become another a solid security partner of the US. It provides naval and air
base facilities, and is one of the few Gulf countries to openly state the nature of its
security relations with the US. A UAE document described UAE security cooperation
with the US as follows:*

The UAE and the United States share a common resolve to preserve security and stability in the Gulf.
US homeland security is tied directly to the UAE’s role as a source of that security and stability.

The foundation for the UAE-US bilateral security relationship is the 1994 Defense Cooperation
Agreement. The pact permits the United States to base troops and equipment within UAE federation
borders. Jebel Ali port, in Dubai, is crucial to US naval operations, as it is the only harbor in the Gulf
deep enough to berth an aircraft carrier.

...The UAE is only one of three countries and the only Arab nation to participate with the US in five
coalition actions over the last 20 years: Afghanistan, Libya, Somalia, Bosnia-Kosovo, and the 1990
Gulf War. The UAE has deployed forces and/or provided assistance in:

o Afghanistan: The UAE's special forces are the only Arab personnel undertaking full-scale
operations in the country, an ongoing ten-year commitment.

e Libya: The UAE deployed a dozen fighter jets for combat missions under NATO command to
protect the Libyan people throughout the conflict, and support the National Transitional Council.

e Somalia: In 1992 the UAE joined other countries, led by the US Central Command, to secure the
environment and provide humanitarian relief. The UAE is also fighting piracy and helping to
stabilize Somalia.

e Bosnia-Kosovo: The UAE was among the first non-NATO states to express support for NATO’s
air operations. The UAE participated in peacekeeping operations, and provided humanitarian
assistance during and after the conflict.

e 1990 Gulf War: The UAE was one of the first countries to support the United States at the advent
of the war.

The UAE provides ongoing and essential support for US forces, and contributes to efforts to fight
terrorism and extremism, while working to increase stability and peace in the region. The UAE is:

e Combating extremists such as Al Qaeda.

e Facilitating a peaceful transition in Yemen and preventing extremist control.
e Actively supporting the Mideast peace process.

e Hosting more than 2,000 US military personnel.

e Headquarters for Hedayah, the new Global Center for Excellence in Countering Violent
Extremism. Hedayah was created in response to the growing desire from Global Counter-
Terrorism Forum members and the wider international community for the establishment of an
independent, multilateral center devoted to training, dialogue, collaboration, and research.

e Providing critical logistics support for US Navy fleet operations; US Naval vessels visit UAE
ports more than any other foreign ports in the world.

e  Supporting US Air Force operations by assisting with logistics at facilities in the UAE.
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Hosting the Joint Air Warfare Center and joint training exercises with US forces.

...The UAE and the United States share a deep concern over Iran’s nuclear development and its
impact on peace and stability in the entire region. The UAE fully supports and enforces United
Nations Security Council resolutions barring shipment of sensitive materials and technologies to
Iran.

e ...The UAE has a military presence in Afghanistan, with a strictly defensive purpose, consistent
with the UAE Constitution. The UAE Armed Forces on the ground are focused on the protection
of humanitarian initiatives and ensuring safety and stability for local communities. Personnel are
also directly involved in culturally sensitive community development activities, especially
necessitating knowledge of the Arabic language or Islamic traditions, alongside representatives of
key humanitarian organizations such as the Red Crescent.

...The UAE and US Armed Forces regularly cooperate on both training and operational missions
and exercises to strengthen this important alliance.

The UAE is key military power in the GCC and a major security partner of the US. As is
the case with Qatar, however, the US needs to continue to respect the UAE’s need to
pursue its own approach to Iran and the problems sanctions create for the UAE’s
economy, as well as the UAE’s search for an individual political identity. While the US
again needs to support efforts to create a stronger and more unified GCC, it also needs to
accept the fact that progress will be slow and evolutionary, and it must be sensitive to
both the UAE’s differences with other members of the GCC and the differences among
its Emirates.

The US cannot separate its policies towards Iran without considering the UAE’s special
interests in Abu Musa and the Tumbs. It needs to pay close attention the UAE
sensitivities over the release of US military arms and technology, areas of special
sensitivity to several key members of the UAE’s royal families. The UAE is emerging
with some of the most effective military forces in the Gulf and the US needs to show it
fully supports such efforts and is a reliable partner.

The US needs to examine how the UAE’s energy export needs might be used to create a
broader network of pipelines and export facilities through Yemen and/or Saudi Arabia to
reduce dependence on the Strait of Hormuz.

The US needs to work closely with the UAE’s government — as well as other GCC
governments like Qatar — to coordinate as closely as possible in providing outside aid to
insurgents and dissidents like those in Libya and Syria — remembering that its allies are
Arab, Sunni, and often have different priorities and values. Strong US country teams and
quiet and patient diplomatic efforts will be the key to success.

Yemen

Yemen is not a GCC or Gulf country but is an important state on the Arabian Peninsula.
The US has provided military aid and advisory teams on a number of occasions — first to
North Yemen and then to Yemen once it unified with the PDRY. The US ended military
support after Yemen sided with Iraq over Iraq’s invasion of Kuwait in 1990, but has
sought cooperation in counterterrorism since Al Qa’ida’s attack on the USS Cole in Aden
Harbor in 2000.

The US renewed strategic cooperation with Yemen in 2009 as part of, “a new U.S.
strategy toward Yemen referred to as the National Security Council’s Yemen Strategic
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Plan. This strategy is essentially three-fold, focusing on combating AQAP in the short
term, increasing development assistance to meet long-term challenges, and marshaling
support for global efforts to stabilize Yemen.” ** The US has also deployed a small
Marine detachment to protect its Embassy in Sana since an attack on the embassy by
some 200 young Yemenis on September 13, 2012. It also has deployed advisory teams
and aid in counterterrorism and counterinsurgency since 2011, including personnel from
the CIA and Joint Special Operations Command (JSOC) as well as used Unmanned
Combat Aerial Vehicles (UCAVs).**

Yemen’s stability and security do, however, present major challenges to the US, Saudi
Arabia, Oman, and the other GCC states. Yemen is in the middle of a political upheaval
that currently centers on power struggles in the capital, but affects different factions
throughout the country and has no clear solution.

The immediate challenges are daunting. They include creating a fully effective
government to replace Saleh, either by backing President Hadi or supporting other efforts
that move towards national political unity. The US must support every meaningful effort
to reconcile Yemen’s different factions, bring some kind of unity to divided military
security forces, deal with AQAP and terrorism, end it rebellions, and secure its border
with Saudi Arabia and Oman. Some progress has already been made, though successes
have been limited and the country remains unstable. Moreover, the US and Saudi roles
supporting the government and counterterrorism is unpopular and is as much a limited
part of the country’s problems as it is part of the solution.

Moreover, Yemen’s underlying demographic and economic and water challenges will
ultimately prove to be even more serious. These challenges include finding some
approach to nation-wide governance and economics that can create stability in a
grindingly poor country with small and diminishing petroleum exports; a narco-economy
that consumes a large part of its domestic resources; inadequate water supplies; major
demographic pressures; and deep sectarian, tribal, and regional divisions. So far, the
Yemeni government, the World Bank, the GCC, US aid planners, and NGOs have all
failed to present a credible path forward in creating a credible, fundable plan to deal with
these pressures.

The end result almost has to be to find the least bad set of options for dealing with
Yemen’s near-term political and security problems, and hoping that some credible path
can be found for dealing with its deep structural and development problems. Iran is one
of these problems but scarcely the most serious one. Its spoiler role is marginal and is
likely to remain so, although it highlights the problem Saudi Arabia has in securing its
border with Yemen — one that forces the Kingdom to deploy significant forces in the
south to deal with Houthis and other factions, creates a major illegal immigration and
smuggling problem, and has led to new — and costly and technically uncertain — efforts to
create electronic and physical barriers along its entire border.

The problem of terrorism and extremism, coupled with regional and tribal divisions, is
critical. It is also difficult for the US to deal with. Support for Yemeni military
counterterrorism efforts has to be carefully managed to avoid making the US an
inadvertent party in Yemen’s internal power struggles. Direct US attacks on AQAP and
other terrorist groups, using systems like unmanned combat air vehicles (UCAVS) are
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achieving positive results, but are also producing enough civilian casualties in polarized
tribal areas to create a significant popular backlash.

The US should carefully encourage progress towards a real democracy and human rights.
It should also understand that such progress is likely to be slow and limited, and may
suddenly be halted by new internal power struggles, internal conflicts, and the rise of
centers of extremism and terrorism.

The US must also work with Saudi Arabia and the GCC to try to find some workable
approach to the sheer scale of Yemen’s economic and demographic problems, its
growing population of nearly 25 million, its lack of effective governance, and poverty.
Such progress is likely to be negligible in real terms in the near future because of the
country’s lack of effective governance, inability to absorb aid, corruption, and poverty.

The sheer scale of Yemen’s problems also preclude any credible combination of US,
Saudi, and other aid efforts from buying Yemen out of these challenges and make real
membership in the GCC a serious potential liability to the GCC. The real question is
whether Yemen can slowly be put on a credible path in the future. The answers are
uncertain, and may force the US and other Southern Gulf states into a strategy focused
more on containment than development.

Dealing with these issues requires a grim degree of realism and pragmatism. Slogans,
good intentions, and half-formed concepts are not going to buy the US and its Gulf allies
a significant amount of time.

Gulf Cooperation Council

The US has established a strong foundation for a security partnership with the Gulf states,
and Iran’s conduct and military actions seem likely to sustain that partnership indefinitely
— along with the additional incentive of the need for cooperation in dealing with
extremism and terrorism. Much still depends, however, on actions only the Arab Gulf
states can take — although they are actions the US and other outside powers can
encourage.

Only the Arab Gulf states can deal with their own internal political, demographic,
economic, and social challenges. It must be stressed that meeting these non-military
internal challenges will be at least as important to their stability, regional security, and the
success of US and Gulf cooperation in competing with Iran as any improvement in their
military and internal security forces. If there is any one lesson that emerges from the
upheavals that have already taken place in the Arab world, it is that no state can ignore
the demands and needs of its people, but that evolutionary progress offers far more hope
than violent revolution and insurgency in any case where the regime is willing to change
and make reforms.

At the same time, the US needs to make a far more active commitment to building up real
partners at a time it faces serious resource constraints, is making force cuts, and must deal
with the domestic political impact of “war fatigue” growing out of the conflicts in
Afghanistan and Irag. The US needs both strong individual partners and the strongest
possible regional alliance.
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There is a clear need for more military integration, interoperability, and cooperation of
the kind King Abdullah of Saudi Arabia called for in recent GCC ministerial meetings. It
has been clear since the GCC was formed that each nation in the council could benefit
from creating more interoperable forces and integrated warning, intelligence,
surveillance, and reconnaissance (IS&R), and command tailored to the key missions
necessary to meet the security needs of all the GCC states.

The new momentum provided by the Riyadh Declaration creates an opportunity to move
forward in many areas, particularly if the GCC builds on the experience of alliances like
NATO where “unity” serves common interests while preserving individual national
forces and sovereignty.

Creating an Effective Alliance

So far, the efforts of leaders like King Abdullah, and a series of efforts by the GCC
Secretary Generals and military officers, have had little practical impact on the overall
effectiveness of Arab Gulf military forces in key areas like mission focus,
interoperability, integration, and creating effective cooperation at the planning level. The
problem has not been a lack of dialogue, concepts, declarations, and studies. It has been a
lack of effective action by the rulers of the Arab Gulf states — which seem to prefer the
rivalries and bickering of the past to meeting the needs of the present and the future.

Critical Failures in Institution Building

These failures have two major components. The first is the failure to give the GCC the
institutional capabilities it needs to function effectively. To be specific, the GCC is either
ineffective or inadequate in all of the following areas where institution building is critical
to an effective alliance:

e  GCC force planning exercises

e Developing a standardization and interoperability committee and staff for the GCC and
partnership with the US, UK, and France

e Developing a technology and procurement committee and staff

e Creating a working group on arms control

e Coordinating logistics, sustainability, and readiness

e  Surveying training facilities to determine how to ensure best use on a GCC-wide basis

e Developing a joint intelligence center

e Forging a GCC-wide intelligence effort for counterterrorism and dealing with popular unrest
e Creating a GCC internal security center

e Developing common counterterrorism training

Critical Failures in Mission Capability and Focus

What is even more important is that the GCC has failed to develop effective mission
capability and focus in ways that provide a coherent approach to key aspects of
deterrence and defense:

e Creating a fully integrated air and surface-to-air missile unit control and warning system

e Creating a joint, integrated missile defense system
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e Examining the “extended deterrence” option

e Focusing on Iraq, the Iraqi border, and the Kuwaiti “hinge”

e Focusing on Yemen border security and threats

e Creating a fully integrated maritime surveillance system

e Integrating mine, anti-submarine, and naval asymmetric warfare

e Developing air-sea coverage of Strait of Hormuz/Gulf of Oman/Indian Ocean/Red Sea/Horn
of Africa

e Creating a GCC-wide intelligence effort for counterterrorism and dealing with popular unrest
e Creating a GCC internal security center

e  Developing common counterterrorism training

e  Giving proper priority to passive defense

e Creating more effective cooperation with power projection forces outside the GCC

Effective Institution Building

Making alliances into effective organizations that have real world deterrent and
warfighting capabilities is far more difficult than simply building institutions. NATO has
never developed an agreed upon strategy it has fully implemented, many aspects of its
force planning process have been little more than pro forma paper chases, it has never
developed effective tools for assessing the impact of its plans and capabilities on the
NATO-Warsaw Pact balance, and some of its most critical alliance activities — like its
NATO Air Defense Ground Environment (NADGE) — were nearly crippled by
politically-driven favoritism and corruption. The Association of Southeast Asian Nations
(ASEAN) is more a series of meetings than a meaningful alliance.

The past and current failures of other alliances, however, do not translate to inevitable
failure for the GCC. In fact, the GCC has the opportunity to learn from both the past
failures and the past strengths of alliances like NATO.

GCC military forces now have a very diverse mix of equipment, command and control
systems, munitions, support facilities, and power projection capabilities. They cannot be
easily and quickly made fully interoperable, and countries will preserve sovereign
decision making authority.

One way to make steady improvements in interoperability is to set up planning staffs
within the GCC that address the key tasks necessary to change this situation, and to report
regularly to a committee of Ministers of Defense or their delegates. NATO has used
somewhat similar methods. While the GCC has different needs, it could build on its
existing efforts and adapt NATO methods as follows to produce a higher degree of unity
and common effort:

Create a GCC Force Planning Exercise

Create a Defense Planning Committee similar to that in NATO, and take the first steps
towards creating a common defense planning system that would examine each member’s
current forces and force plans for the next five years to examine areas where it may be
possible to improve mission capability, interoperability, and standardization, and
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supplement national command, control, communications, computer, and intelligence
(CA4l) systems on a GCC-wide basis.

Such a committee could combine civil and military expertise to support top-level decision
makers. It would meet regularly to review the force plans of each nation to find ways to
better coordinate them and create steadily more interoperable forces.

There is a good precedent for such planning. NATO developed a Defense Planning
Questionnaire in the 1960s, where every member now submits a standard and regularly
updated report on its current forces, manpower, major weapons, munitions, and five-year
plans — plus a longer-term supplement on procurement. This does not require any
compromise of sovereignty, and allows the civilian and military experts to develop
informal and formal recommendations to ministers to develop better-integrated plans as
well as to make tangible suggestions as to ways to both create more effective force mixes
over time, and make forces more interoperable.

Create a Joint Intelligence Center

Sharing intelligence at the military, counterterrorism, and popular unrest levels is one of
the most difficult aspects of alliance operations. Once again, however, there are
precedents. Key Gulf states — Saudi Arabia, Qatar, and the UAE - have already held
conferences on cooperation in counterterrorism that examined options for cooperation
even in some of the most sensitive areas of intelligence. The NATO MC-161 process
involved semi-annual meetings of national intelligence experts supported by the NATO
civil and military staffs, and produced an annual threat assessment to present to ministers.

Creating an expanded GCC joint intelligence center to handle military tasks and then
expanding into counterterrorism and sources of popular unrest could be a way of slowly
building up both added GCC capabilities and building trust and common joint collection
and analysis capabilities. Creating a GCC-wide annual threat assessment would be one
way to begin to tie intelligence cooperation to policy in a way that reinforces unity.

GCC Net Assessment Group

Effective security planning requires more than a threat assessment. It requires an analysis
of the trends in the balance relative to key threats and mission areas, and the analysis of
current capabilities and priorities for improving them. One option that would bridge the
gap between military planning and intelligence at the civil-military level would be to
create a GCC Net Assessment group that could address internal and external extremist
and asymmetric threats.

Such an effort could focus on Iran and common threats from violent extremism. The
group could report on GCC-wide patterns to avoid spotlighting Bahrain or other states,
but give a common legitimacy to efforts to check such threats. It could aid the defense
planning effort by providing annual threat assessments highlighting key threats and
showing how the GCC states are moving to deal with them.

Create a Working Group on Arms Control

The GCC and its member states have supported the creation of a weapons of mass
destruction free zone in the Middle East. The GCC might create a small staff to examine
such options and play an active role in encouraging studies and diplomatic activity.
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Create a Technology and Procurement Directorate and Committee

Create a directorate within the GCC, supported by a high-level committee of member
country representatives within the GCC headquarters, to analyze military technology and
procurement needs with a focus on technical issues, test and evaluation methods, and the
other aspects of military procurement that would help develop common approaches to
acquiring weapons systems and technology.

At the same time, give the directorate a matching mandate to focus on ways to develop
immediate interoperability, provide common support and sustainability for power
projection and redeployment capability, and set common standards for stockpiling and
sharing munitions and key supplies.

Support the directorate with an expert staff at GCC headquarters and designate centers of
excellence in defense colleges and research centers in member states to assist in national
implementation efforts and coordinate in planning and reporting.

Create a Logistics, Sustainability, and Readiness Directorate and Committee

Create a matching directorate within the GCC, supported by a high-level committee of
member country representatives within the GCC headquarters, to develop plans to create
common levels of logistics support, sustainability, and readiness. Give the practical and
material aspects of war fighting capability the same emphasis as equipment procurement.
Set common standards, require common reporting, and put meeting real-world military
readiness standards on a competitive basis equal to the glitter factor in making prestige-
oriented major arms buys.

At the same time, give the directorate a matching mandate to focus on ways to develop
immediate interoperability, provide common support and sustainability for power
projection and redeployment capability, and set common standards for stockpiling and
sharing munitions and key supplies.

Support the directorate with an expert staff at GCC headquarters and designate centers of
excellence in defense colleges and research centers in member states to assist in national
implementation efforts and coordinate in planning and reporting. Use these capabilities to
develop proposals for GCC country action and analyze common needs and cost-effective
approaches to meeting them.

Building Common Training and Exercise Capacity

The GCC states already have some exceptional training facilities at the national level, and
do cooperate in military exercises, but there are gaps. Many states do relatively little
large-scale training that simulates real combat, and member states still have limited cross
and common training. There also is a need for joint training that cuts across service lines.

There are several measures that the GCC staff could examine on a civil-military level to
improve cooperation and develop interoperability of the kind King Abdullah referred to
in his speech to the GCC.

Focusing on Key Mission Areas

Security cooperation should focus on developing improved deterrence and defense
capabilities in key mission priorities rather than formal generic improvements in military
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capability or competing for prestige or “glitter factor” arms buys. It should look beyond
national needs and recognize the reality that the Arab Gulf states can only defend
themselves individually if they cooperate together, develop common military plans and
capabilities, take advantage of economies of scale, and are seen by potential threats as
nations that cannot be intimated or defeated on a divide and conquer basis.

This requires a shift from national efforts, tailored to individual service-by-service
development, to a focus on GCC-wide efforts that take a joint warfare approach to
finding the best way of improving mission capabilities.

Critical mission areas where joint planning efforts and integrated or interoperable joint
warfare capabilities are needed, include:

e Fully integrated air and surface-to-air missile unit control and warning system

e Fully integrated maritime surveillance system

e Joint, integrated missile defense system

e Planning for “extended deterrence” options and/or a GCC deterrent

e Integrated mine, anti-submarine, and naval asymmetric warfare

e Air-sea coverage of Strait of Hormuz/Gulf of Oman/Indian Ocean/Red Sea/Horn of Africa
e lraq, the Iragi border, and Kuwaiti “hinge”

e Yemen border security and threats

e  GCC-wide counterterrorism and internal security

e Passive defense

e  More effective cooperation with power projection forces outside the GCC

Create a Fully Integrated Air, Surface-to-Air Missile, and Anti-Missile
Defense System

The GCC has the shell of common or integrated C4l, sensor, and battle management
(BM) systems in some areas like air defense. What it needs, however, are truly integrated
C41/BM systems in several key areas, tied to common efforts to develop IS&R systems.

The changes in the Iranian threat and the threat of terrorist and extremist movements
create a broad spectrum of areas where the GCC needs to be able to react in real-time or
near real-time to threats ranging from long-range missiles to asymmetric naval attacks to
complex attacks by terrorists and extremists.

The highest priorities for such efforts include measures that could play a critical role in
deterring — and defending against — Iran. In many cases, the GCC would have only 7-15
minutes of warning of a major air or missile attack, or would need integrated maritime
capabilities.

Such a system would integrate sensors like the Saudi E-3A airborne early warning and
control (AWAC) aircraft, other GCC airborne warning and intelligence platforms,
ground-based radars, and fighter and major surface-to-air missile systems into a Gulf
wide, secure mix of C31, BM, and IS&R capabilities. This could be based on expanding
the existing Saudi air control and command facility near Riyadh, and links between each
GCC country and the US Combat Air Operations Center (CAOC) in Qatar.
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The NATO Air Defense Ground Environment (NADGE) system has shown over past
decades that sovereignty and national security issues can be addressed by using the
systems that mix national control of all national assets with the ability to operate on an
alliance-wide basis through an integrated system.

The technical side could be supported by creating a separate technical staff on a contract
level controlled by the GCC and military officers. NATO established a NATO Air
Defense Ground Environment Management Office (NADGEMO) specifically for such an
effort, and found it could work out compromises at a technical level that bridged over
national tensions and differences.

Create a Joint, Integrated Missile Defense System

No single area presents a more serious military threat to the GCC than Iran’s acquisition
of long-range missiles and movement towards acquiring nuclear weapons — issues
addressed in detail in The Gulf Military Balance, Volume I1: The Missile and Nuclear
Dimensions. The GCC needs to expand its air defense capabilities to develop a common
and integrated approach toward missile defense in cooperation with the US - the only
real-world provider and integrator of such a system.

This is critical both in ensuring the creation of any effective system that is truly
interoperable, has the proper wide-area coverage, can be reinforced by US ships with
SM-2 missile defenses, and is linked effectively to US satellite systems. It also
potentially represents the most expensive GCC investment in new types of military
capability over the next decade.

The best way of handling these issues would be to create an integrated missile defense
system as an expanded part of an integrated GCC air defense system. The GCC states
already have made a massive investment in upgrading their surface-to-air missile
defenses to the PAC-3 PATRIOT missile, and the UAE and Qatar are buying THAAD at
a combined cost of over $10 billion.

There is no way such purchases can become a fully effective defense and deterrent unless
all Gulf states have such defenses and integrate them at the C41/BM level to provide a
unified wide-area defense capability. At the same time, countries would find it easier and
less sensitive to focus on a new aspect of GCC capability.

Preparing for Missile and WMD Threats

Defense alone will not be enough; The GCC needs to improve cooperation in several key
areas by:

e Developing a common policy towards sanctions and incentives/disincentives in persuading Iran to
halt such policies.

e Creating a GCC estimate of the Iranian-Israeli nuclear and missile balance and the risks the rising
arms race and potential use of such forces presents to the GCC states.

e Working collectively with the US to explore former Secretary Clinton’s offer of “extended
deterrence” to counter Iran if it deploys nuclear weapons.

e Evaluating GCC options for acquiring a GCC deterrent.

e Evaluating the costs-benefits of supporting US preventive military action.

XXXIii



Gulf Military Balance Volume 111: The Gulf and Arabian Peninsula XXXiii

These are all sensitive areas, and involve data that are classified and need to be closely
controlled in several areas. At the same time, a lack of GCC coordination and unity will
encourage lIran, waste a vast amount of money on less effective defenses, and steadily
increase military risks over time.

Create a Fully Integrated Maritime Surveillance and Battle Management
System

The growth of Iranian asymmetric warfare capabilities in the Gulf has reached the point
where an integrated approach to naval warfare is as important as an integrated approach
to air and missile warfare. A common or integrated command, control, communications,
computer, intelligence (C4l), sensor, and battle management (BM) system could integrate
command and control data, and IS&R sensors and systems for naval operations, related
air operations, and coastal defense activity.

It could plan for, manage, and provide C4I/BM/IS&R support for using ships, maritime
patrol aircraft, and coastal facilities along the Gulf Coast and in Oman at Goat Island and
along the Omani coast. It could monitor and react to threats like the deployment of the
naval guards, mining, stack threats near the Strait, and clusters of missile-equipped
smaller ships.

Bahrain has already proposed the creation of such a center in Bahrain, which could have
close links to the US fleet command in Bahrain, British forces in Oman, and the French
facility in the UAE as well as standardized links to US, British, and French ships.

Such a system would need to be tailored to the special conditions of asymmetric warfare
created by Iran’s submarines, surface navy, naval guards, and growing air and anti-ship
missile capabilities. Ideally, it would have some capability to integrate mine warfare
operations as well. Coverage could begin in the Gulf, Strait of Hormuz, and Gulf of
Oman, but the model could be expanded to cover the Indian Ocean and Red Sea over
time.

Mine and Anti-Submarine (ASW) Warfare

It is unclear just how far Iran has gone in acquiring or building smart mines. Even older
“dumb” mines, however, present a critical threat. This became all too clear during the
Iran-lrag War in 1987-1988. Today, however, the GCC only has four aging
minesweepers in the Saudi Navy, and the US, British, and French navies have limited
capability. The GCC badly needs to reassess requirements for mine warfare capability.

In contrast, the cost of effective anti-submarine warfare against a limited Iranian threat,
and establishing an effective and well-trained GCC force, is probably a waste of
resources if the US takes responsibility for the mission inside and outside the Gulf.
Resolving the relative role of the US (and British and French) Navy and GCC navies is a
critical common security issue.

Strait of Hormuz/Gulf of Oman/Indian Ocean/Red Sea/Horn of Africa

The current command and mission structure of GCC naval and air units divide up the
Gulf by country. It puts the burden of covering the Strait of Hormuz largely on Oman and
the UAE. It largely ignores the security of the Gulf of Oman and the Indian Ocean, and
leaves the Red Sea to the Saudi Red Sea fleet.
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The combined threat from Iran, Yemeni instability, Somali piracy, and political
instability in the rest of the Red Sea area — including Egypt — now requires the GCC to
start rethinking this naval posture, how best to cooperate with the US and European
navies, and how to develop an integrated and more regional approach to tanker and
shipping security.

Iraq, the Iragi Border, and the Kuwaiti “Hinge”

The current political crisis in Iragq and the lack of effective formal arrangements for US
and Iragi military cooperation highlight the fact that the primary land threat to the GCC
comes through the Iraqgi border and the strategic “hinge” in the upper Gulf along the
border with Kuwait. This threat is compounded by the risk of both some form of Iranian-
led axis involving Iraq, Syria, and Lebanon and a new round of major sectarian fighting
between Iraqi Arab Sunnis and Shia.

No one can estimate the future level of Iragi unity, the state of its political system, or its
level of ties to Iran. Even under the best conditions, Iraq will not acquire significant
conventional forces to counter or deter Iran before 2016, and this may well take until
2020 and beyond.

The GCC needs to develop common polices towards Iraq that encourage national unity,
an Arab identity distant from Iran, and Sunni and Shia unity. At present, it lacks such
unity and is not competing effectively with Iran. It needs to use aid and strategic
communications to do so.

Moreover, the GCC needs a common approach to contingency planning to defend Kuwait
and the entire Saudi-lraqi border, to support Kuwait’s development of ports, to guard
against Iranian military probes, and to consider a border “fence” to cover Kuwait, Saudi
Arabia, and possibly Jordan with a cost-effective surveillance effort. These needs further
reinforce the priority for bringing Jordan into the GCC - a step the GCC has begun to
take.

Yemen Border Security and Threats

Unrest in Yemen, the resurgence of the Houthi opposition and AQAP, and the major
problems created by illegal immigration and smuggling across Yemen’s borders are now
primarily a threat to Saudi Arabia and Oman, but also involve the other GCC states as
Yemeni, Somali, and Ethiopian migrants cross their borders. Saudi Arabia will have to
play the lead role, but dealing with Yemen should be a GCC problem and one that will
inevitably involve cooperation with the US, the UK, and France.

As is the case with the Kuwait hinge and the Saudi-Iragi border, the GCC needs a
common approach to contingency planning to deal with Yemen and to secure the entire
Saudi-Omani-Yemeni border, and consider a border “fence” to cover Yemen with a cost-
effective surveillance effort. It also needs to consider how best to develop a collective aid
effort to help restore Yemeni stability and offer its people some form of economic hope.

Improving Internal Security Efforts

Several earlier suggestions have already focused on the need for integrated intelligence
efforts. It is clear that cooperation in internal security is extremely sensitive on a national

XXXV



Gulf Military Balance Volume 111: The Gulf and Arabian Peninsula XXXV

basis. Nevertheless, there again are areas where the GCC staff and member states may be
able to develop important options for improving GCC “unity:”

Require GCC-wide identity cards for both nationals and foreign labor and business residents —
with matching passport data for nationals — that contain digital photo, fingerprint, and eye scan
data, and track each major use of the card. Tying the use of the card to remittances, and
banking/Hawala use, would provide further security information.

Such data could be encrypted so only governments can read it, and national programs could be set
up to track major “events” or actions that fit a pattern of terrorism, human trafficking, improper
financial transfers, etc. Setting up a GCC-wide pattern analysis where given uses of the card or
card data were flagged as warnings could further assist in security operations. This could include
flagging movements to sensitive countries like Iran.

Expand current cooperation to create the GCC equivalent of Interpol to create a common
intelligence and data center that focuses on tracking both political extremists and terrorists and
provides near real-time warning of the kind provided by the US National Counterterrorism Center.
This effort could be tailored to reflect national standards for reporting to a degree that ensures such
a body does not infringe on national sensitivities and prerogatives.

In time, it may be possible to create a combined intelligence, training, and ops center to deal with
low-level threats, extremism, terrorism, sabotage, and actions by states like Iran. This could create
a staff that integrates GCC data on terrorism and extremist and outside asymmetric threats, looks
at defense options, and finds efficient ways to achieve common training.

The political sensitivities are obvious, but could be avoided by focusing on the areas where states
are known to be willing to cooperate from the start and by focusing on cooperation where
countries do not have to reveal key intelligence data and sensitive information. Even if it does
nothing more than bring policing, ministry of interior, and counterterrorism experts together —
with a suitable support staff — it will help.

Dealing with violent unrest and demonstrations is very different from counterterrorism and from a
military rapid reaction force. The GCC should seek peaceful internal resolution of internal issues
and tensions and avoid the use of forces from other GCC countries in dealing with popular
protests and unrest limited to given member states if at all possible. Outside intervention should be
a last resort option that discredits the government asking for aid and requires outside forces to deal
proportionately with protests they do not fully understand and cannot easily characterize.

As events in Bahrain show, however, there may be a need for carefully trained and equipped
reinforcement by outside forces to deal with violent demonstrations, crowd control, and popular
unrest. Ensure a capability to operate effectively across borders and reinforce those borders in
dealing with popular unrest in ways that minimize the need to use force and political
complications.

One option might be to create a GCC-wide capability by identifying national force elements
trained, equipped, and mobile enough to come to the aid of other GCC countries, or the creation of
a common force. The latter would be cheaper; identify neighboring forces in close proximity; and
take best advantage of existing helicopter lift, mobility, specialized vehicles, weapons and
equipment, and intelligence/communications gear.

Improving Energy and Infrastructure Security: Passive Defense

Civil defense and passive defense are other areas for cooperation and ones where the
GCC can act to provide study plans and create a dialogue. The GCC states are extremely
dependent on central power, desalination, and energy facilities — and several require
major increases in capacity to deal with growing populations. GCC states have already
taken some measures to create pipeline routes that bypass the Strait of Hormuz, but
“unity” in the GCC requires a broader range of actions:
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e Collective efforts and standards for the passive and active defense of critical infrastructure and key
energy facilities.

e Common stockpiling of critical parts and components to allow rapid repair of sabotage and
combat damage without waiting for long lead items.

e Integrating power and water systems so the GCC can compensate for a breakdown or damage to a
critical power or desalination facility.

e Creating a broader range of pipelines that bypass the Strait and goes through Oman to Yanbu, and
possibly through Jordan.

e Improving roads and possibly creating a rail capability to move bulk cargo broadly through the
Gulf from ports in Oman and from Jeddah.

e GCC-wide planning to reduce the growth of water and power use through conservation and
realistic pricing.

e Applying the same efforts to reduce the wasteful use of domestic fuel, gasoline, and natural gas.

One key test of such security is that no Gulf city should be critically vulnerable to an
Iranian attack or some form of sabotage to a major power or desalination facility.
Another goal is to disperse energy facilities in ways that share national use and reduce
reliance on any one facility.

Effective Cooperation with Power Projection Forces Outside the GCC

There are limits to the GCC options in cooperating with forces outside the Gulf. Only one
additional regional power seems to be a viable immediate candidate. Including Jordan in
the GCC would add an important military force, although one from a country where
stability may be an issue. Pakistan is approaching the status of a failed state, is no longer
superior to Gulf forces in training and leadership, and presents a far greater political risk
than Jordan. Russia and China are not acceptable options. Turkey is a rising power, but
its forces are not designed for power projection, and Turkish support for Iran still
presents political sensitivities in some GCC states.

This leaves the GCC dependent on Europe and the US, and both have limitations of their
own. The GCC faces the reality that British and French power projection capabilities are
already severely limited in going beyond the Mediterranean areas and the operating range
from major peacetime basing facilities. Current plans and budget pressures make it clear
that they are going to be steadily reduced as a result of financial pressure over the next
five years.

The situation is more favorable in regard to European arms sales. Cutbacks in European
military procurements have limited the range of advanced air and surface-to-air missile
equipment, smart munitions, and systems like unmanned combat air vehicles (UCAVS)
that Europe can sell and support at a contractor level. However, Europe still can provide
excellent land weapons, helicopters, and trainers; and Europe also produces naval vessels
that often are better suited to the operating needs and ranges of GCC states than most US
naval systems.

Europe still offers GCC states alternative sources of arms, but it should be noted that
GCC states need to be careful to ensure that contracts offer high degrees of
interoperability with US or other European forces, and that both the European and US
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contract teams that support equipment in peacetime will be adequate and willing to
support combat operations.

The US remains the leading global military power, and has a large presence in the Gulf.
The US is already cooperating in depth in areas like the modernization of GCC air forces,
common training, and many other areas. US Central Command (CENTCOM), the US
Fifth Fleet, and the US commands in Kuwait and Qatar all provide major support, as do
US advisory teams. At the same time, the US does face force and military spending cuts,
and has not established a stable Strategic Framework Agreement with Iraq.

The GCC needs to establish a much clearer base for mid and long-term planning for the
support that US, British, and French power projection forces can actually provide over
time. It also needs to link GCC force planning and procurement to clear plans for
interoperability, and develop suitable contingency plans.

e This is not a NATO function. NATO does not control forces, and has no special expertise in
power projection. It also includes far too many members that cannot contribute and which can
present political complications.

e ltis, however, in the interest of every GCC state to preserve as much British and French power
projection capability and training presence as possible, and to ensure that the US will preserve a
major presence in the region over time. It is equally important to ensure that at some point, the
US, British, and French presence evolves in ways that focus more on projection from outside to
deal with truly critical contingencies in ways directly linked to the rate of improvement in GCC
forces.

One way to help achieve more unity inside and outside the GCC would be to ask that the
US, the UK, and France set up military liaison offices to support GCC force planning,
procurement, and exercise efforts as well as to provide military representatives to take on
an “observer” status in GCC military meetings. This would effectively recognize efforts
that already exist in most GCC countries, but develop a more integrated and effective
effort without compromising GCC sovereignty.

Encouraging Stability Through Economic, Educational, and Social
Measures

The events of the last two years have made it all too clear that the Arab Gulf states need
to give the civil side of security the same priority, and need careful US encouragement to
do so. The GCC has to find collective ways to improve security cooperation that address
the causes of security issues as well as ways to deal with such threats.

Since early 2011, it has been all too clear that the combination of high population growth,
issues in educating and employing native youth, housing, infrastructure pressures,
medical services, and other material issues play a critical role in the security of each GCC
state. These issues are compounded by sectarian differences; tribal pressures; foreign
labor issues; and popular perceptions of corruption, responsiveness and integrity of
government services, and divisions by region and income group over the quality of
government services.

Most GCC states are now attempting to deal with these issues on a national basis, and
national sensitivities preclude “unity” in addressing the problems of each state in a GCC-
wide environment. There also are sufficient national differences — so one size scarcely
fits all.
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At the same time, the need to encourage stability and security through economic,
educational, and social measures is at least as great a security issue as any foreign threat
or terrorism. There also are important areas for cooperation in spite of national
differences.

The creation of GCC-wide scholarship and exchange programs, and GCC-wide
educational standards would help develop a common effort to improve readiness for
employment, a consciousness of the importance of GCC as well as national values, and
potentially serve to speed education reform by moving the debate away from purely
national issues to a broad regional standard that could focus on educating young men and
women for practical careers.

GCC Domestic and Foreign Labor Policies

It is easy to talk about “Omanization” and “Saudization” and other policies for dealing
with foreign labor, but it is even easier to continue exploiting low-cost foreign labor and
relying on outside technical expertise. Creating common labor policies that give priority
to hiring local nationals from within the GCC, and common apprentice and training
programs that support such efforts could be used to show the concern of governments and
set broad standards for reducing dependence on foreign labor. These policies could be
expanded to include Jordan and other critical Arab states.

The same common policies could be used to create a GCC-wide approach to foreign
labor. This could include visas, protection and rights, salary and remittance policies, and
limits of foreign versus Gulf labor.

It is important to note that setting higher standards for foreign labor, and raising real
world labor costs, is a key way to encourage employment of GCC nationals. Such efforts
can also be joined to the use of GCC-wide identity cards to help ensure the stability of
foreign workers by protecting them; managing visas; and tracking every entry, departure,
and change in job status.

Setting Common Social and Economic Standards/Goals

The last year has shown that education, housing, medical services, utilities and water,
equity of income distribution, perceptions of corruption, quality of governance/rule of
law, human rights, and levels and quality of employment all act as critical factors shaping
domestic stability and unrest.

Gulf states differ sharply today in the levels of such services. They are, however,
improving in each state. Setting up a commission or body in the GCC to examine the
level of performance in each country, setting common goals and standards, and showing
the people of each country that they and their children will benefit over time offers a
potential way to increase stability.

Making key elements of such an effort public is a way of focusing protest and public
dissent on real issues and ones governments can actually solve, as well as reassuring Gulf
youth. This is particularly true if it shows each government is providing equity across
sectarian and regional standards and is actively working to identify current problems and
solve them.
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Building Dignity, Trust, and Faith in Government Integrity

The political crises in the Middle East and North Africa last year — along with the
experiences of Irag and Afghanistan — have provided a long series of lessons in the fact
that calls for democracy do not suddenly produce working representative governments
and viable political systems. At the same time, these events provide a grim warning of the
degree to which regimes can underestimate popular anger, distrust, and feelings that
governments are corrupt and do not respect their peoples. They also have revealed a fact
that is consistent in the history of governments throughout the world: unless there are
reliable ways to measure public opinion, leaders overestimate their support, and
bureaucracies and those around them tell them what they want to hear.

Steps towards local elections and empowering a national Majlis can help deal with such
pressures without disrupting the current political system and national stability. At the
same time, GCC governments need feedback that is more reliable, and provides better
measures of popular discontent.

The use of polling is a key tool towards this end, and polling could be conducted on a
GCC-wide basis to both provide broad goals for the GCC in an open form and provide
detailed warnings to individual governments — warnings that could be kept confidential
by tailoring the release of the data. Such polling would also serve as another way of
focusing popular opinion on issues and real-world government actions — particularly if it
took the form of individual surveys that focused on key areas, rather than sweeping
efforts that would focus on every problem or issue at once.

Once again, the key areas of concern are: education, housing, medical services, utilities
and water, equity of income distribution, perceptions of corruption, quality of
governance/rule of law, human rights, and levels and quality of employment. These are
areas where each GCC government needs to develop better ways to monitor how its
citizens actually feel, get advance warning of discontent, and react preemptively to deal
with popular discontent. They are also ways of setting better and more realistic priorities
for councils, planning groups, Majlis action, etc.

At the same time, surveys and measures of effectiveness need to focus heavily on
corruption at lower levels, frustrating bureaucratic and government systems that seem to
ignore public needs, apparent favoritism, and delays in the courts and police system.
These aspects of governance, coupled with growing income inequality and high-level
cronyism and special treatment, have been key factors in leading to popular perceptions
that governments fail the people.

Creating GCC Study and Planning Efforts

There are several other areas where the GCC staff should work with member countries to
provide advice and planning that will aid in security and stability:

GCC Development Report

Build on the Arab Development Report of 2009, but tailor to the GCC states — possibly
including Jordan, Irag, and Yemen. Avoid sensitive political areas like “democracy” and
political reform, but focus on core elements of stability like housing, services, education,
health, job creation, and youth employment.
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Put together an annual report showing the scale of the key social, economic, and
demographic problems that have led to political unrest in other areas, and show the
progress and plans to improve life, serve citizens, and encourage stability.

Doing this on a multinational level ensures no one state is singled out, that public
attention is focused on material progress that each state can actually address, and shows
that governments really care — making the case to the world for the GCC.

GCC Survey

Create a carefully structured survey to get a clear picture of the level and causes of
internal tensions and dissatisfaction that threaten stability in each country. This provides
leaders with a base that does not single out a given country, but offers a real-world
overview of popular priorities for stability.

GCC Jobs Creation Program

Build on national job programs to go GCC-wide. Focus on youth unemployment.
Highlight existing efforts, but look towards the future. Examine demographic and
educational impacts. Seriously examine the risks of overdependence on foreign labor.

Look beyond simple measures of employment to address disguised unemployment,
career satisfaction, school-to-employment lags, income distribution, biases toward
government employment, and ability to afford marriage and separate housing. Focus on
the most important single problem affecting internal stability.

GCC Housing Program
Similar programs should be offered to address housing issues.

Future Implications for US Policy

Unless there are massive changes in the nature and conduct of Iran’s regime, the Arabian
Peninsula will continue to be the most important theater of US-Iranian strategic
competition. US energy and security interests in the region will be sustained through the
long-term, as will US military assistance programs and weapons transfers — particularly
in the realm of airpower and missile defense.

Iran will continue its attempts to exert influence in the Gulf, seeking to rival Saudi
Arabian and broader GCC power. The emergence of Qatar as a second Sunni rival to
Iranian influence in the broader Middle East can be expected to continue as the situations
in Syria and Gaza grow more volatile. As the principal supporters of the belligerents in
the Syria conflict — Saudi Arabia and Qatar on the one hand and Iran on the other — will
be in a position to influence any resolution to the Syrian Civil War, though developments
in that conflict are not likely to drive broader US-Iranian and Gulf-lIranian tensions.

Iran will continue its political and covert support to Shia opposition movements in
Bahrain and Yemen, while looking for opportunities to exploit other Sunni/Shia rifts
elsewhere in the Gulf. The Islamic Republic will continue to try to exploit Sunni-Shia
tensions, as well as increase its influence in lIraq, Syria, Lebanon, and any other targets of
opportunity.
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The US must respond by acting on the new strategy it announced in early 2012 that called
for the Middle East to be given the same strategic priority as Asia. It needs to maintain
and strengthen every aspect of its security partnerships with the Southern Gulf states.

Successful US efforts will require continuing US dialogue with each Southern Gulf state.
It is going to take strong country teams that can both build more effective security forces
and help each state move towards the necessary level of political, social, and economic
modernization and reform. It is going to take enhanced US cooperation with the GCC to
create the kind of US military presence in the Gulf and support for counterterrorism that
will reassure America’s Gulf allies and provide a strong additional level of deterrence
and defense capability.

The US should seek to persuade the other Arab Gulf states to join the US in creating a
strategic relationship with Irag and in limiting Iranian influence in a key Gulf state that
not only helps shape Gulf security but also has a major impact on Syria and Lebanon.
The US should work with Saudi Arabia and the rest of the GCC to support Jordan and
secure the Gulf’s “western flank” as well as continue to work with Saudi Arabia and the
government of Yemen to secure the Gulf’s “southern flank.”

At the same time, the US should support its efforts in the Gulf by working with its
European allies to negotiate an end to those Iranian nuclear programs that threaten to
create nuclear forces. It should continue to seek to persuade Israel not to launch
preventive strikes and treat such US strikes as a last resort, and work with the Southern
Gulf states to put an end to terrorism and violent extremism.

For all the reasons laid out in this analysis, the US needs to be more sensitive to its Gulf
allies’ views on Egypt, Syria, Libya, and the other key areas of instability in the region.
The US needs to understand why they focus on the security impact of such developments
rather than on issues like democracy and human rights. It also needs be acutely sensitive
to the tensions that have already arisen over the limited scale of US action in Syria, and
the difference between US and Arab Gulf policy on Egypt.

At the same time, Iran remains the key threat, and the US must prepare for two possible
broad categories of possible scenarios that could shape tensions in and conflict in the
Gulf.

Scenario | — Conflict Over the Iranian Nuclear Program

Tensions between the US/Israel and Iran over the Iranian nuclear program could heighten
tensions between the Gulf Arab states and Iran in the event of a preventive attack. The
Arabian Peninsula’s proximity and importance to Iran coupled with the region’s strategic
value to the US could make it a very likely target for Iranian retaliation. A retaliation
could include the use of short and intermediate range missiles, the use of covert
operatives within the Gulf states, and/or the use of naval and missile forces to impede
maritime commerce in the Persian Gulf and the Strait of Hormuz — such as through the
attacking of commercial vessels or the blocking of the Strait.

Regardless of US involvement in any preventive attack, Iran’s retaliation could focus on
the many US military facilities in the region, putting countries such as Qatar, Bahrain,
Kuwait, Oman, and possibly the UAE at risk of a direct strike from Iran.
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The risks posed by Iranian retaliatory attacks could be mitigated by the continued
development of missile defense capabilities in the region and the C3 synergies required to
make regional missile defense feasible. Further cooperation between the GCC and the US
will be invaluable in building these capabilities and in providing the Gulf Arab states
with the guidance and resources to be able to address missile threats as a single entity.

The Iranian threat could also be mitigated by the continued development of
counterterrorism and maritime security capabilities and training, which could also be
addressed by the US at the bilateral level, in multilateral military exercises, in
conjunction with NATO, and through the GCC.

Scenario Il — Continued Tension Short of Conflict

In the absence of open conflict between the US and its allies and Iran, Tehran can be
expected to continue using its covert relationships with Shia groups in the region to
pressure the US and Saudi Arabia. If instability persists in Bahrain, Iran could continue to
voice political support for the opposition, while continuing to provide alleged covert
support to violent factions through Hezbollah.

Iran may continue to leverage its support for the Houthi insurgency in Yemen — and
possibly AQAP — to pressure the US and Saudi Arabia as those two states try to stabilize
Yemen and reinforce the central government.

In the case of Bahrain, US support for dialog and compromise and the adoption of
independent commission recommendations could help alleviate Sunni-Shia tensions,
reducing Iran’s ability to leverage the situation. Continued instability in Bahrain could
have broader regional implications. Another GCC deployment to Bahrain could deepen
the Sunni/Shia rifts in countries such as Saudi Arabia and Kuwait, creating new
opportunities for Iranian leverage. The Kuwaiti government in particular is at risk of
losing the support of its Shia constituency if Kuwaiti forces were needed to defend the
Bahraini regime against a Shia uprising.

The US must deal with Yemen as an enduring crisis. Iran’s continued support of the
Houthi insurgency in Yemen will present problems to the US and its Gulf allies for the
foreseeable future. The complexity of Yemen’s instability will make it difficult for
Washington, Sana’a, and Riyadh to combat this insurgency — particularly as another
insurgency persists in the south of Yemen, and AQAP remains a significant threat to the
US and its allies.

Iran may also resort to other covert tactics such as the continued use of cyber warfare and
attempted assassinations to pressure Saudi Arabia and disrupt its government and energy
sectors.

These risks illustrate the need for continued bilateral and multilateral US engagement to
help reduce tensions in Bahrain, Yemen, and any other Southern Gulf state where
political upheavals and sectarian and tribal tensions move towards the crisis level.
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Introduction

The Gulf and the Arabian Peninsula are critical to US strategic interests and collectively
represent the single most important theater in the US-Iranian strategic competition. The
proximity of the Arab Gulf states to Iran; the region’s geostrategic value to the stability
of the global economy; the shifting military balance; and the social, demographic, and
economic tensions that threaten to create political upheavals in several key states make it
a potential flash-point for tensions between Washington and Tehran.

While each state in the region pursues its own approach to security and faces its own
unique challenges, Bahrain, Kuwait, Oman, Qatar, Saudi Arabia, and the UAE all share
many of the same strategic priorities and security interests, and are allied together in the
Gulf Cooperation Council (GCC). All six states must react to the same major changes
now taking place in their strategic environment:

e Changes in the Strategic Posture of the United States. The United States issued new strategic
guidance in early 2011 that called for the US to avoid any repetition of the kind of involved in op-
en-ended wars that occurred in Afghanistan and Iran. This guidance gave the Middle East and the
Gulf that same strategic priority as Asia, and stressed the threat posed by Iran and its search for
nuclear weapons, but called for the United to build up strategic partnerships rather that take a
unilateral lead or dominate the commitment of military force.

Since that that time, the US has face growing pressures on both government and national security
spending, had to cut its forces and modernization plans, and faced growing domestic political
pressures as a result of “war fatigue” and focus on domestic issues. It also has differed with many
of its Gulf allies over its lack of support for President Mubarak and then the military takeover in
Egypt and its uncertain role in dealing with Irag and the Syrian civil war. The US faces a serious
crisis of confidence in deal with each of its Gulf allies as well as its other allies in the region.

e The Security and Strategic Importance of Petroleum Exports: The large reserves of oil and
natural gas in the Arabian Peninsula make the security and stability of the region of vital
importance to the US.

Estimates of oil and gas reserves as a percent of the world total are highly uncertain — and are
changing rapidly as more unconventional sources of oil and gas come to play a far greater role in
global supply. However, the size of proved oil reserves in these states ensures that these countries
will continue to be major players in the global oil trade so long as there is demand.

Three of the world’s top 10 producers of oil are located on the peninsula — Saudi Arabia (1), the
United Arab Emirates (7) and Kuwait (9).*> According to reserves data from the US Energy
Information Agency (EIA) and country rankings from the Central Intelligence Agency, as of May
2013 Saudi Arabia had the largest proven oil reserves of any country in the world, with 267.91
billion barrels or 18.17% of the world total. Kuwait (104 billion barrels) and the UAE (97.8
billion barrels) followed with the sixth and seventh-largest proved reserves, comprising 7.05%
and 6.63% of the world total, respectively. Iran has 154.58 billion or 10.48%; Iraq has 141.35
billion or 9.59%.%

While other estimates differ in detail, sources like the BP Statistical Review of Energy for 2012
produce broadly similar estimates. It estimated that the GCC states alone had 19.2% of the
world’s oil reserves versus 9.1% for Iran and 8.7% for Iragq.*” Some estimates put the GCC shares
of the world’s proven conventional oil reserves as high as 45%, with the potential to rise steadily
in the future.*®

The region also has key natural gas producers — namely Qatar and Saudi Arabia. The BP
Statistical Review of Energy for 2012 estimates that the GCC states have 20.4% of world gas
reserves versus 15.9% for Iran and 1.7% for Iraq.*® Some estimates indicate that the GCC has
17% of the world’s conventional gas reserves.*® In terms of proven reserves of natural gas, Qatar
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has the world’s third-largest and Saudi Arabia the fourth-largest — 12-13% and 3.9-4% of the
world total, respectively.> Saudi Arabia also has extensive mineral resources.

e Geography and Strategic Competition with Iran: The Arab Gulf states are in close range of
rapidly growing Iranian missile, air, and naval capabilities, and their exports and many of their
imports move by sea. The presence of US military assets and facilities throughout the Arabian
Peninsula offers them security in terms of both deterrence and warfighting capability, but the
states that host US bases may also be treated as targets for retaliation in the event of a conflict in
the Gulf or a preventive US or Israeli strike against Iranian nuclear infrastructure.

The Strait of Hormuz — which passes between the UAE, Oman, and Iran — is an essential
passageway for maritime commerce from the east coast of Saudi Arabia, Kuwait, Qatar, Bahrain,
and the UAE to the outside world. Roughly 35% of all oil moved via ocean and 20% of all
internationally traded oil passes through the Strait — some 17 million barrels daily. According to
the EIA, “[t]he Strait of Hormuz is by far the world’s most important chokepoint [for oil trade].

e Iran’s Nuclear and Missile Programs: Iran’s steady progress towards developing the capability to
deploy nuclear weapons confronts the Arab Gulf states with the need to find a new form of
deterrence and defense that can deal with a nuclear-armed Iran. This has led the US to offer its
Arab Gulf allies “extended deterrence” of the kind it once offered its NATO allies in dealing with
the nuclear threat posed by the former Soviet Union and the Warsaw Pact. Senior Saudi officials
have publically noted that the Kingdom has studied nuclear options. The nuclear threat has also
given missile defense an even higher priority, and led to debates over containment versus
preventive strikes to deny Iran a nuclear capability.

e The Challenge of Containment and Preventive Strikes: All the Arab Gulf states have supported
US, EU, and P5+1 efforts to use sanctions and negotiations to pressure Iran to halt its nuclear
efforts, and all are actively building up their own conventional air and sea forces to deter and
defend against Iran and are doing so in partnership with the US and other outside powers like the
UK and France. Each, however, must also consider whether to back the US in preventive strikes
against Iran’s nuclear facilities, the relative merits of such strikes versus containment, and how
they would react to an Israeli preventive strike on Iran.

e Sunni versus Shia and Alawite Tensions: Iran is a Persian Shia state with a different language
than the Gulf Arab states, and is an ambitious foe seeking regional and religious dominance. With
the exception of Oman, all of the Arab Gulf states have Sunni leaders, and most have a strong
Sunni majority in their native populations. All, however, also have a significant number of Shia
citizens, including Bahrain, which has a Shia majority. These sectarian differences affect both
their internal stability and competition with Iran.

In several Arab Gulf countries, the Shia portion of the population sees itself as being socially,
politically, and economically discriminated against by the regime, and less well-off than their
Sunni counterparts. Iran has been politically active and has sometimes used covert elements to try
to win support from such Shia and used them to put pressure on Arab Gulf regimes. This has led
the governments of Bahrain, Kuwait, Saudi Arabia, the UAE, and Yemen to tighten their internal
security policies, prompting clashes between native Shia and internal security forces in Bahrain
and Saudi Arabia, and fighting between Shia tribes and the government in Yemen.

The Arab Gulf governments are also concerned about Iranian links to these communities, and
possible Iranian efforts to use their native Shia to undermine the Sunni leadership. The Quds
Force of Iran’s Islamic Revolutionary Guard Corps (IRGC) and Lebanese Hezbollah are seen as
key elements of such threats.

e Terrorism and Sunni Extremism: The Arab Gulf states must also deal with a minority of violent
Sunni extremists that reject many of the values of orthodox Islam, and see Arab Gulf regimes as
illegitimate. Saudi Arabia has had to conduct a major counterterrorism campaign since attacks by
Al Qa’ida in 2003, and Yemen has fought similar battles. All of the Arab Gulf countries have
faced some threat from native extremists and from the flow of such extremists from the outside.
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The recent fighting in Syria and violence in Iraq and Lebanon has increased this threat, as have
struggles between such extremists and moderate governments throughout the Islamic world.

e lraq, Syria, Lebanon, Egypt, and Jordan: The tensions in the Gulf include the concerns the Arab
Gulf states have over the future alignment of Iraq with the US and Arab Gulf states versus Iran
and the renewal of Sunni and Shia sectarian violence in Irag. They include the need to react to the
civil war in Syria, which has become a sectarian struggle between Alawites and Sunnis and
created new tensions and sectarian divisions in Lebanon. The Syrian civil war has become a
struggle between the US and Arab Gulf states that back the rebels and Iran, which backs the
Assad regime. It also, however, is a struggle where it is difficult for the US and Gulf states to
choose a rebel side that does not present a threat of an extremist takeover, and whose struggle has
spilled over into Turkey and Jordan as well as Irag and Lebanon.

More broadly, the political and economic issues that are the result of what was initially called the
“Arab Spring” have led to a military takeover and the risk of civil war in like Egypt, and growing
tensions and instability in Jordan. The US and Gulf states are divided in choosing sides in Egypt,
with the US seeking compromise, Saudi Arabia and the UAE backing the Egyptian military, and
Qatar support the Moslem Brotherhood.

e The stability of Yemen, the Bab el Mandab, and the Red Sea: Yemen is not formally a member of
the GCC or a Gulf state, but shares common borders with Oman and Saudi Arabia, has large
numbers of expatriate workers in the Gulf, and plays a critical role in the stability and security of
the Arabian Peninsula and the Gulf. It has been caught up in the political upheavals in the Arab
world, a low level civil war with its Houthi minority, and faces serious challenges from Al
Qa’ida in the Arabian Peninsula. From a strategic perspective, it is a Gulf state although it also
plays a critical role in determining the security of the Red Sea and its eastern gate, the Bab el
Mandab. It affects the security of most of the traffic through the Suez Canal as well as the flow of
some 3.4 to 4.0 million bbl/d of petroleum.>

Each of these challenges helps shape the US strategic partnership with the Arab Gulf
states, the competition between the US and Iran, and the military balance in the Gulf. At
the same time, they are only part of the critical factors shaping Arab Gulf security. The
Arab Gulf states must deal with the broader aspects of religious extremism and terrorism;
internal sectarian, ethnic, and tribal divisions serious demographic pressures and a “youth
bulge” that require the creation of massive numbers of jobs and new social infrastructure;
and the need for stable political and social evolution to avoid political upheavals that can
do as much or more to disrupt reform and modernization as to achieve it.

Moreover, Arab Gulf governments must deal with all of these challenges at a time that
Gulf military and internal security forces must shift from a past focus on conventional
warfare and compartmented internal security efforts to a spectrum of four interactive
challenges:

e Internal security, counterterrorism (CT), and civil-military stability operations — often involving
outside powers and arms transfers.

o Low to mid-level asymmetric wars that may involve conventional forces.
e  Conventional wars using asymmetric means.

o  Use of weapons of mass destruction (WMD), weapons of mass effectiveness, and cyberwarfare —
wild-card patterns of conflict and escalation.

This means dealing with the emergence of complex or hybrid warfare which can occur at
many different levels without clear probabilities — other than opponents like Iran and
violent extremists who will seek to exploit any perceived weaknesses and do so as
cheaply as possible. Each Gulf state must also individually and collectively deal with
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enduring political, social, and economic pressures that threaten its stability and that of its
neighbors. These are pressures where the US and outside powers can have limited
influence, but where success or failure will occur on a largely national and local basis.

The US and the Arab Gulf States: Challenges and Interests

Since the early 1970s, the US has sought to protect and secure the stable flow of oil and
gas exports at world market prices, promote security and stability in the region, forge
useful military cooperation programs to advance broader US strategic aims, and
encourage economic development and trade while protecting trade lanes. Iran’s
unconventional military developments and nuclear weapons program pose a risk to each
of these interests, and thus to the ability of the US to advance its own national security
and global economic stability.

In the seventy-odd years that the US has been actively engaged in the region, Washington
has advanced these interests through numerous variations of alliances and containment.
Saudi Arabia played an important role — along with Iran — in the US strategy to contain
the Soviet Union.>* As a result of the 1979 Islamic Revolution, Iran began to emerge as
the major regional threat to US interests. The Iran-lIrag War, the Iran hostage crisis,
various acts of terrorism, and the Iranian targeting of Kuwaiti tankers in the Gulf made
this threat real, while the subsequent collapse of the Soviet Union allowed the US to
focus more on containing Iran. At the same time, the aggression displayed by Saddam
Hussein during the 1990 invasion of Kuwait and the brief Iraqi incursion into Saudi
Arabia demonstrated that an ambitious and hostile Ba’athist regime in Baghdad was also
a threat to US security interests in the Gulf.

The US characterized the decade that followed in terms of “dual containment,” when the
US sought to limit hostility from both Baghdad and Tehran. Economic sanctions and a
no-fly zone were put into effect to mitigate future lIraqi hostility, while Washington
remainsesd cautious of developments in Iran and built up the militaries of the Gulf Arab
states.

The Iraqi threat to Gulf security ended after the US-led invasion of Irag in 2003, but
created a new lIraqi threat to the US. While Irag once had the fifth-largest army in the
world, the US invasion destroyed Iraq’s forces while triggering a mix of clashing Sunni,
Shia, and Kurdish factions and an insurgency hostile to the US. *® This — followed by the
election of the conservative Iranian President Mahmoud Ahmadinejad and growing
concern with the Iranian nuclear program — has made the containment of Iran the
principal strategic objective of the US in the Gulf region.

Enhanced US Partnership with the Southern Gulf States

The US is now engaged in a major effort to reshape its military capabilities in the Gulf to
deal with the evolving threats posed by Iran and violent extremism, and to do by
enhancing the military capabilities off its partner countries on the Arabian Peninsula —
particularly in the areas of air power, missile defense, and air-sea operations.

The US does face growing constraint on its national security spending, and is making
cuts in its forces, but Secretary of Defense Chuck Hagel made the continued US
commitment to Gulf security clear during a speech in May 2013:°’
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President Obama has been very clear that America's national security interests in the Middle East
include the security of Israel, supporting our allies, fighting terrorism, preventing Iran from obtaining a
nuclear weapon, pursuing Middle East peace, playing a stabilizing role with our regional partners, and
working to support democratic transitions in Yemen, North Africa, Egypt, and ultimately in Syria.

...The United States will continue to lead diplomatic efforts and international economic sanctions to
pressure lran into abandoning the pursuit of nuclear weapons and meeting their international
obligations.

There's a presidential election next month in Iran, and no one can predict with any certainty if that
might affect the future direction of Iranian policies. As you all know, President Obama has made it
clear, very clear, that our policy is to prevent Iran from obtaining a nuclear weapon, and he's taken no
option off the table to ensure that outcome. | stressed that point during my discussions in the gulf.

A key element of our efforts to counter Iranian threats is building a cooperative defense network,
raising the military capabilities of our partners in the gulf who share our commitment to regional
security and our concerns about Iran and violent extremism on the Arabian Peninsula.

While in Saudi Arabia and UAE, | finalized agreements to provide their Air Forces with access to
significant new capabilities. Saudi Arabia has committed to purchasing all 84 Boeing F-15SA fighter
aircraft that were part of a landmark sale in 2010. The United Arab Emirates is moving forward with
the purchase of 25 F-16 Desert Falcons, which will further enhance their ability to participate in
coalition operations such as Libya and Afghanistan, where they have made important contributions and
will continue to make important contributions.

Along with other common efforts with Gulf states in areas such as missile defense, this new
arrangement ensures that we are coordinating effectively against Iran and other shared security
challenges. Our joint exercises, including land, air, and sea scenarios, allow U.S. and Gulf
Cooperation Council militaries to maintain readiness and improve the ability of our forces to work
seamlessly together. One example is the International Mine Countermeasure Exercise, which began
this week in the Persian Gulf and hosted by the U.S. 5th Fleet.

A robust U.S. military presence in the Persian Gulf has been a priority for the department. Even as the
number of U.S. troops in the region has decreased since the end of the Iraq war, even though that has
been the case, we have made a determined effort to position high-end air, missile defense, and naval
assets to deter Iranian aggression and respond to other contingencies, such as F-22 fighters, ballistic
missile defense ships, and sophisticated radars, mine-countermeasure assets, and advanced
intelligence, surveillance and reconnaissance aircraft.

We have also maintained a significant U.S. Army presence in Kuwait. Even as we put our presence on
a more sustainable long-term footing, our capabilities in the region will far exceed those that were in
place September 11, 2001. Our defense relationships are also much stronger and far more robust and
sophisticated.

The Department of Defense is adjusting its global footprint and activities. We're doing this because we
must adapt to declining defense budgets at home, but the president's defense strategic guidance makes
very clear that the Middle East remains a top priority and that we will remain prepared to deal with the
full range of threats to our interests, our allies' interests at this time of uncertainty and turmoil.

Each nation in the region is different and facing different combinations of threats and challenges. But
these are regional challenges. All regional challenges I've described tonight, whether it's the nuclear
challenge posed by Iran, dangerous instability in Syria, or the continuing threat of al-Qaeda and other
terrorist groups, all regional threats.

These common challenges must be met through the force of coalitions of common interests, which
include Israel and other allies in the region. A common thread woven into the Middle East fabric is
that the most enduring and effective solutions to the challenges facing the region are political, not
military. America’s role in the Middle East is to continue to help influence and shape the course of
events, using diplomatic, economic, humanitarian, intelligence, and security tools in coordination with
all of our allies.
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The Impact of Terrorism and Other Threats

The previous volumes in this series have focused on the range of threats Iran poses to
Gulf security and the Gulf region. It is clear from the previous list, however, that Iran is
only one of the threats the GCC states face and that shape the US strategic relationship
with the Arab Gulf states.

As has been touched upon in Volume |, the broader tensions between Sunni and Shi’ite
affect the Gulf as they do the entire Arab world, the Syrian civil war has created a
strategic bridge between the Levant and the Gulf that now ties Lebanon, Syria, Iraq, and
Iran into a broader and increasingly sectarian struggle that affects each of the Gulf states
as well as key nearby states like Jordan, Israel has long targeted Iran with its nuclear
armed missile forces, creating a nuclear arms race that impacts on the Arab Gulf states,

At the same time-- as is analyzed in more detail in the discussion of Saudi Arabia, Oman
and Yemen later in this analysis -- instability in Yemen presents as threat to Saudi Arabia
and Oman — compounded by broader problems with instability in many of the southern
Red Sea states.

It is the threat of violent internal extremist tied to transnational threats, however, that
ranks second to Iran as a threat to the Arab Gulf states and does most to broaden the
scope of the US strategic partnership with the Arab Gulf states. It is also a threat — that as
the following analysis shows — must be dealt with primarily on an internal basis by each
Arab Gulf state.

This poses special challenge to US and Arab Gulf strategic cooperation on a country-by-
country basis. The threat posed by terrorism and extremism cannot easily be separated
from the ethnic and sectarian tensions and conflicts in each Arab Gulf states. The US has
different values in terms of the rule of law and human rights, and there are disagreements
as to which movements can be characterized as “terrorist” or “extremist” versus
“legitimate” popular reactions to discrimination and failed governance.

The problem of US and Arab Gulf cooperation is further complicated by the fact that
several Palestinian movements the US characterizes as “terrorist” because of the threat
they pose to Israel are seen as “liberation” movements by many Arabs. There also are
difficulties in characterizing movements like the Iranian al Quds force that Iran uses for
covert and asymmetric action.

Both US and the internal security services of all the Arab Gulf states except Irag see the
Al Quds force as the equivalent of Iranian state terrorism, but many Arab Gulf states are
not willing to label it as terrorist, and the US calls Iran a sponsor of state terrorism
without singling out the elements within Iran it holds responsible for such actions.

Reacting to Evolving Threats

The relative balance of US, European, Arab Gulf, and Iranian military capabilities to deal
with military challenges like the threat posed by Iranian asymmetric, conventional and
missile forces — and Iran’s potential acquisition of nuclear weapons — is analyzed in detail
in the first two volumes of this three volume series: The Gulf Military Balance, Volume
I: The Conventional and Asymmetric Dimensions and The Gulf Military Balance,
Volume I1: The Missile and Nuclear Dimensions.
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Several aspects are particularly important in shaping the both attitudes of the leaders of
the Southern Gulf states towards the US and Iran, and the need for effective political,
military, and economic unity and action by the Arab Gulf states:

Terrorism and Civil Unrest: There is a history of Iranian-linked terrorism and civil unrest dating
to the infancy of the Islamic Republic. Bahrain in particular has alleged that numerous uprisings,
attempted coups, and recent bombings have been linked to Iranian support for Shia factions in
that country. Kuwait also has a history of dealing with Iranian-linked terrorism as early as the
1980s, with another attempted attack recently uncovered. Plots in Bahrain and Kuwait have been
linked to both Hezbollah and the IRGC Quds Force.

Threat to Maritime Trade: The security of maritime commerce for much of the Arabian Peninsula
is contingent upon safe passage through the Strait of Hormuz. The threat of Iranian mines, small
boat attacks, and anti-ship missiles is a serious risk to regional commerce. At the same time,
Yemen is scarcely the only unstable state in the Red Sea, and Saudi Arabia now needs to
strengthen its Red Sea Fleet and air capabilities. Saudi Arabia exports petroleum and refined
product through its port at Yanbu and has a major trading port at Jeddah. In 2011, some 3.4
mmb/d of petroleum products flowed through the Bab el-Mandab at the eastern entrance to the
Red Sea,sgnd 3.8 mmb/d flowed through the SUMED pipeline and the Suez Canal at its western
entrance.

Missile Threat: Iran’s airpower capabilities are limited by sanctions and the aging nature of the
country’s fixed-wing air force. However, Iran has compensated for these shortcomings with short
to intermediate range missile capabilities that put major population centers and critical
infrastructure on the Arabian Peninsula in range of Iranian strikes.

Nuclear Threat: The GCC Supreme Council meeting in December 2012 made it clear that the
leaders of the Arab Gulf states supported Iran’s right to make peaceful use of nuclear power.
However, these leaders were deeply concerned about the growing evidence that Iran is
developing a nuclear weapons breakout capability and has plans to arm its missile forces with
nuclear weapons.

Competition for the Levant and Iranian Support to Other Violent Non-State Actors: As has been
the case with Hezbollah in Lebanon and Shia groups in Irag, Iran has been accused of providing
material support to violent non-state actors (VNSAS) in the Arabian Peninsula. The IRGC Quds
Force is accused of meeting with and providing arms to Houthi militants in Yemen, which have
been battling the US-backed regimes of Yemen and Saudi Arabia.

Iranian and Arab Gulf competition to influence in Iraq and Training and Support of Shia Militias
in Irag: While Iran has largely supported the Maliki government; its Al Quds Force not only
plays a role in Iraqgi politics but trains, funds, and equips various Shia military factions.

Competition for Influence in Syria, and Role of Iranian Advisors and Arms Transfers in Syria:
Iran has become a major source of military advisors and trainers for the Shia militias backing
Assad and a key source of arms, spare parts, and other military equipment to the pro-Assad
elements of the regular military services and Syrian security forces. Along with its support of the
Lebanese Hezbollah’s efforts in Syria, it has become a key military factor in keeping the Assad
regime in power.

Growing threat of instability in Jordan, Egypt, and the rest of the Arab world: What some experts
once called the Arab Spring now threatens to become the Arab quarter century. Political
upheavals in Egypt and Syria, a civil war in Syria, growing violence in Lebanon, and instability in
Jordan combine to form a new threat to Arab Gulf stability, and give Iran growing influence in
Iraq, Syria, and Lebanon. This has fed Islamic extremism throughout the region, threatens to
create an Iranian influenced “axis” that extends to the Mediterranean, and raises questions about
the future security of Saudi Arabia’s western border.

The risk of a broader conflict between Sunnis and Shi’ite and Islamic and other minorities. What
some experts once called the “clash between civilizations” has become a “conflict within a
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civilization.” Islam risks repeating all of the mistakes and horrors of the Christian reformation and
counterreformation and atrocities like the Albegensian crusade. Hardline violent Sunni extremists
now struggle against modern Sunnis and Sunni regimes, Shi’ite and Alawites, other Islamic
minorities, and Christian and other minorities in Islamic states. The result is mix political
struggles, local violence terrorism and extremism, and insurgency and civil war. It directly affects
Gulf states like Bahrain and Saudi Arabia with significant divisions between their Sunni and
Shi’ite populations, but Sunni on Sunni tensions are a growing issue in Gulf states like the UAE
and Qatar. The struggle for tolerance and modernization affects every Gulf and Islamic state.

The US has responded to these threats with a series of major security cooperation
initiatives in the region geared towards containing and deterring Iran. These initiatives
have included deploying US special forces and mine units to the Gulf, making the GCC
states partners in its Combined Air Operations Center (CAOC) in Qatar, sharply
increasing the number of multilateral military exercises — especially with the US Fifth
Fleet, and helping the GCC states make major improvements in their deterrent and
defense capabilities.

The Importance of Terrorism as a Threat to the Gulf

What is clear is that the threats the US and the Arab Gulf states face from Iran; civil
conflict in Iraq, Syria, and Yemen, instability in the Arab world, and violent Islamist
extremism and terrorism are too real.

There are many US, regional, and other official and unofficial sources that describe these
threats but one way to understand the forces that drive the US into a partnership with the
Arab Gulf states and other regional allies is to look at official US reporting on extremist
and terrorist movements. The US State Department and National Counterterrorism Center
both provide such reporting in a public form. It not only provide a clear indication of the
official views of the US but also of the seriousness behind the US efforts to create
security partnerships that go beyond Iran and other state actors and deal with common
threats to regional states.

Figure 1 provides a declassified description of the extremist movements in and near to
the Gulf that the US government has designated as terrorist movements and where the US
State Department and National Counterterrorism Center provide annual reporting. All of
these movements that are also seen as terrorist or violent extremist threats by most Arab
Gulf states. Moreover, this list — and its description of their current structure and actions
— illustrates the seriousness of the threat they pose and the need each Gulf state has to
improve its internal stability and deal with the divisions that cause unrest and can
reinforce such threats.

It should be stressed that this list is scarcely complete and ignores groups in the Levant,
South Asia, and Central Asia that primarily threaten targets outside the Gulf. Moreover,
the description of many of the movements implies a degree of internal unity in many of
the movements listed in Figure 1 that does not actually exist. The US only reports
publically on major international terrorist movements, and both the internal security
services of the Gulf states and US and other Western intelligence services identify a
much larger number of small movements and individuals as extremists and threats. Once
again, it must also be stressed that most Arab states would add the Iranian Al Quds force
to this list, but Iran would add groups like the Irag-based MEK and additional Baluchi
separatist groups to its list of terrorists.
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It is equally hard to put such threats in proportion, or to find some way to rank them.
Almost all experts would agree, however, that Al Qaida is the most broadly recognized
threat and the one that has the most impact in the Gulf. At the same time, few Gulf (and
few US government) counterterrorism experts would treat Al Qa’ida as any kind of
unified movement.

As Figure 1 shows, the various elements of Al Qa’ida now consist of a range of largely
independent or “franchised” movements driven at least as much by local power struggles
as a common ideology and operating with considerable independence from the central Al
Qa’ida movement now based in Pakistan.

There is no agreed way to quantify the activities of such threats, but Figure 2 does show
that the casualties they inflict can be very serious even if one ignores the less tangible —
but ultimately far more import — impact they have in dividing countries and populations
along ethnic and sectarian lines, in undermining political and economic development, and
in challenging the quality and legitimacy of governance and the rule of law.

These data, like the preceding summaries of given movements are taken from the annual
US state Department report on terrorism issued on May 30, 2012. They highlight the fact
that Irag and Yemen ranks among the ten top states suffering from terrorism, with
Somalia and Syria — two states that impact on Gulf security included in the “top ten.” The
data shown later in Figure 5 also show that Al Qa’ida in Irag (aka Al Qa’ida in
Mesopotamia and Islamic State of Iraq), and Al Qa’ida in the Peninsula rank among the
ten most active terrorist movements, and two other members of the “top ten” -- Al-
Shabaab and the Kurdistan Workers' Party (PKK) operate in nearby states.

The Impact of Iran and Syria as Sponsors of State Terrorism and Pressures
on lraq

As Figure 1 shows, the US designates both Iran and Syria as state sponsors of terrorism.
These designations are particularly important because they illustrate the growing linkages
between the threat posed by Iran and the threat in the Levant that may emerge if the
Assad regime survives in Syria.

They also pose a special challenge to the one Arab Gulf state that is not part of the Gulf
Cooperation Council, that has a largely Arab Shi’ite regime, and limited capability for
external defense. Iraq is literally caught in the middle between Syria and Iran, and has
faced a steadily growing extremist threat — adding to the problems Iraq faces because of
its internal divisions and weak military forces that were described in Volume I of this
series, US-Iranian Strategic Balance: The Conventional and Asymmetric Dimensions.

Figure 2 shows how serious the resulting level of violence was in Iraq even before the
Syrian civil war sharply intensified in 2012. The US National Consortium for the Study
of Terrorism and Responses to Terrorism summarized the patterns of violence in Iraq in
2012 as follows:*®

« Similar to patterns of terrorist attacks in Pakistan, 81 percent of attacks in Iraq were attributed to
unidentified perpetrators. However, Iraq differs insofar as 97 percent of the remaining attacks
were attributed to al-Qa’ida in Iraq (AQI), either directly or under the name Islamic State of Iraq
(1sh).

* Terrorism in Iragq was uniquely characterized by highly lethal attacks. Three of the 10 most lethal
terrorist attacks in 2012 took place in Irag.
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« Likewise, perpetrators of terrorism in Iraq frequently carried out series of coordinated events in
which as many as several dozen attacks occurred at multiple locations throughout the country on a
single day. In 2012, 11 of the 20 most lethal days within individual countries were cases of
multiple attacks in Irag. On four of these days there were more than 30 attacks across the country.

* The tactics and targets of terrorist attacks in Irag were highly concentrated. More than 65 percent
of all terrorist attacks in lrag in 2012 targeted either private citizens and property or police. An
additional 10.2 percent of attacks targeted general (non-diplomatic) government entities. The vast
majority of attacks in Iraq (80.7%) were bombings. An additional 15 percent were armed assaults
and three percent were assassinations of key figures.

The US State Department Country Report on Terrorism for 2012 summarized the overall
situation in Iraq as follows:®

Iragi security forces made progress combating al-Qa’ida in Irag (AQI) and other Sunni insurgent
organizations in 2012. While there has been clear and measurable success against AQI over the
years, the group still remains a dangerous threat to the Iraqi people. In 2012, there were no
significant attacks on U.S. interests or U.S. fatalities. The Iragi government succeeded in securing
multiple large public religious gatherings and government events — most notably the Arab League
Summit in late March and P5+1 talks in May in Baghdad — but terrorist bombings and other
attacks continued to occur.

The Government of Iraq concentrated its counterterrorism efforts against AQI and other Sunni-
affiliated terrorist organizations. AQI remained capable of large-scale coordinated attacks and
conducted numerous high-profile suicide and car bombings on government and civilian targets,
aiming to increase tensions among lIragi sectarian groups and ethnic minorities, and undercut
public perceptions of the government’s capacity to provide security. Jaysh Rijal al-Tarigah al-
Nagshabandiyah (JRTN), a Sunni nationalist insurgent group with links to the former Baath Party,
also continued attacks during the year. JRTN largely targeted Iragi and U.S. interests in northern
Irag. Shia militant groups Kata’ib Hizballah, Asa’ib Ahl Haqqg, and the Sadrist Promised Day
Brigades adhered to the cease-fire they declared in the latter half of 2011 and early 2012. Some
former Shia militant leaders began engaging in the political process and competing for political
influence.

Terrorist tactics and weapons remained largely unchanged from 2011, as AQI and other terrorists
relied predominantly on suicide bombings and car and roadside bombs and to a lesser extent on
gunmen using assault rifles or silenced weapons to assassinate government and security officials.

Irag-U.S. counterterrorism cooperation remained strong, particularly in training, advisory, and
intelligence-sharing programs.

The Iragi Security Forces proved capable of working together to find, arrest, and charge terrorism
suspects. In November, the Iragi Police, Federal Police, and Iraqi Army — at times working
together — arrested over 350 people on terrorism charges and seized several weapon and rocket
caches, as part of a major counterterrorism operation. Iraq’s Counterterrorism Services (CTS) also
conducted approximately 1,600 terrorism related arrests in 2012.

2012 Terrorist Incidents: Terrorist groups conducted numerous attacks throughout the country.
The deadliest attacks involved suicide bombings that targeted security forces, government
buildings, and religious gatherings...

...Legislation, Law Enforcement, and Border Security: The Government of Iraq took several
steps to improve border security. Irag, with U.S. support, continued to install, repair, and improve
inspection equipment at ports of entry. The government also expanded the number of ports of
entry with biometric data capture, but continued to face challenges linking border security systems
together. Iraq is also incorporating non-intrusive inspection equipment at its land border crossings
to scan for contraband, is improving roads along the borders, and received three littoral patrol
ships in March.
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Irag’s major counterterrorism organizations made progress in investigating cases and arresting
terrorists, but continued to suffer from a lack of interagency coordination and inadequate
cooperation between investigators, prosecutors, and the judiciary. While the Federal Intelligence
and Investigations Agency (FIIA) arrested a significant number of terrorist suspects in 2012, Iraqgi
federal law enforcement and intelligence entities continued to struggle with intelligence analysis
and targeting efforts relating to terrorist organizations and often resorted to rounding up locals to
elicit intelligence information. The Major Crimes Task Force (MCTF), a collaborative task force
involving U.S. federal law enforcement officers and FIIA investigators, targeted counterterrorism,
organized crime, and government corruption cases from 2005 through late 2011. In 2012, the
MCTF functioned as an Iragi-only investigative element focusing on terrorist groups. However,
like many other law enforcement entities, the MCTF operated independent of other Iragi agencies
working terrorism matters to include the Counterterrorism Organized Crime General Directorate.

Irag continued to face significant challenges investigating and moving criminal cases from arrest
to trial due to resource limitations, inadequate training, poor interagency coordination, and at
times, limited political will. Prosecution of sectarian crimes carries a significant political risk.
Separately, many among lraq's Sunni community believed that the government used terrorism
laws to unfairly target the Sunni population. Iragi law enforcement officials, with U.S. training
support, continued to improve investigative skills such as forensic evidence collection.

In 2011, the Central Criminal Court of Iraq (CCCI) convicted a former Iragi Army sergeant and
suspected AQI member of the murder of two U.S. soldiers in 2007 and sentenced him to life in
prison. In the spring of 2012, however, the Federal Court of Cassation (FCC) overturned this
decision on appeal and dismissed the charges. Even though substantial evidence was presented,
the FCC determined that critical forensic evidence was of limited reliability and probative value.
The U.S. government requested that the FCC correct and reverse this decision, but this request
was formally denied on October 8. Subsequent to the spring 2012 FCC decision dismissing the
charges in the above case, a companion case against the same defendant before the CCCI for other
soldiers wounded in the attack resulted in the dismissal of similar terrorism charges on similar
evidentiary grounds. On October 21, the CCCI convicted a suspected Shia Jaysh al-Mahdi
member on terrorism charges stemming from an attack that killed one U.S. soldier and wounded
three others, and sentenced him to 15 years in prison. It is anticipated that this case will be subject
to review on appeal by the FCC.

On November 16, citing a lack of a legal basis to continue holding him, Iraq also released
Lebanese Hizballah member Ali Musa Daqdug, who was accused of involvement in a 2007 attack
that killed five U.S. soldiers. The CCCI had dismissed the charges against Daqdug in May citing
insufficient reliable evidence, a decision that was upheld on appeal in June by the FCC.

Judicial security continued to be a challenge. Judges investigating and adjudicating terrorism cases
continued to face threats to their personal safety and that of their families:

* In April, terrorists targeted the Chief Judge of Karkh Appellate Court (Najim Abdallah
Ahamd al-Mashhadani) with a wvehicle-born improvised explosive device at an
intersection about 50 meters from the judge’s vehicle.

* In June, terrorists again targeted Judge Najim, this time by a suicide bomber on a
bicycle. The explosion killed one bystander.

* In October, terrorists assassinated Dr. Talib Al Shraa' of the Iragi Ministry of Justice
(MQJ). Dr. Talib was MOJ’s liaison to the National Center for State Courts, a U.S.-
partner assisting the MOJ in its strategic planning and budgeting.

At year’s end, the Security and Defense Committee of the Council of Representatives was still
working on draft legislation to codify the mission and authorities of the CTS. This effort has
remained stalled since 2009.

Iraq remained an important partner nation in the Department of State’s Antiterrorism Assistance
program, which focused on helping the Government of Iraq build capacity in law enforcement
investigations, critical incident management, and border security.
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Countering Terrorist Finance: In 2012, the Iragi government underwent its first-ever mutual
evaluation to review compliance with international anti-money laundering/combating the
financing of terrorism (AML/CFT) standards by the Middle East and North Africa Financial
Action Task Force (MENAFATF), a Financial Action Task Force-style regional body. This
important step affirmed Irag’s commitment to interrupt terrorist finance domestically. Although
Iraq’s Mutual Evaluation Report found the country to be non-compliant in most areas, the
engagement of the lragi government, including at the MENAFATF plenary in November, served
as an indicator of Irag’s commitment to address the AML/CFT challenges it faces. The United
States provided subject matter expertise to assist Iraq in preparing for the mutual evaluation, post-
evaluation follow-up, and in drafting a new AML/CFT statute.

The Prime Minister has approved the formation of a committee, or task force, to coordinate cases
involving asset recovery, including the recovery of assets illegally taken outside of Iragq by
members of the former regime, and tracing funds used to support terrorism. The committee will
include representatives from the Ministry of Interior Economic Crimes Section, the Federal
Investigation Information, and the Commission of Integrity. The Prime Minister’s legal advisor
announced the formation of the task force the week of October 21.

The Acting Governor of the Central Bank has agreed to move the Iragi Financial Intelligence Unit
(formerly the Money Laundering Reporting Office, now referred to as the Anti-Money Laundering
Unit, or AMLU) into a secure space with dependable utilities, to facilitate the work of the unit.

...Regional and International Cooperation: Iraq is increasingly engaging with its neighbors
through the Arab League. Irag hosted the Arab League Summit in March of this year. Iraq,
Turkey, and the United States continued a trilateral security dialogue as part of ongoing efforts to
counter the Kurdistan Workers’ Party.

The U.S.-supported NATO Transition Cell in lraq assisted over 70 Iraqi officials in receiving
NATO training abroad on various topics, including counterterrorism. CTS also partnered with
Jordan, sending nearly 40 of its soldiers to the Jordanian Counterterrorism Academy for training.
In April, CTS sent observers to a U.S.-Jordanian joint counterterrorism exercise.

Countering Radicalization and Violent Extremism: Iraqi leaders routinely denounced terrorism
and countered terrorist propaganda in public statements. The Iragi government took steps to bring
certain violent extremist groups into the political process, and made limited attempts to foster
broader reconciliation between sectarian groups.

It is too soon to talk about any firm Iragi alignment with Iran or a new Iragi civil war. It
is not too soon to point out that Iraq’s internal violence and Sunni versus-Shi’ite tensions
interact, help divide the nation and leave it (and its Gulf neighbors) with an uncertain
future.
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Figure 1: US Official State Department and NCTC Terrorist Threats and State
Sponsors of Terrorism in or Near the Gulf States:

AL-QA’IDA
State Department

aka al Qaeda; Qa’idat al-Jihad (The Base for Jihad); formerly Qa’idat Ansar Allah (The Base of the
Supporters of God); the Islamic Army; Islamic Salvation Foundation; The Base; The Group for the
Preservation of the Holy Sites; The Islamic Army for the Liberation of the Holy Places; the World Islamic
Front for Jihad Against Jews and Crusaders; the Usama Bin Laden Network; the Usama Bin Laden
Organization; al-Jihad; the Jihad Group; Egyptian al-Jihad; Egyptian Islamic Jihad; New Jihad

Description: Designated as a Foreign Terrorist Organization on October 8, 1999, al-Qa’ida (AQ) was
established by Usama bin Laden in 1988. The group helped finance, recruit, transport, and train Sunni
Islamist extremists for the Afghan resistance. AQ’s strategic objectives are to remove Western influence
and presence from the Muslim world, topple “apostate” governments of Muslim countries, and establish a
pan-Islamic caliphate governed by its own interpretation of Sharia law that ultimately would be at the
center of a new international order. These goals remain essentially unchanged since the group’s 1996
public declaration of war against the United States. AQ leaders issued a statement in February 1998 under
the banner of “The World Islamic Front for Jihad against the Jews and Crusaders,” saying it was the duty of
all Muslims to kill U.S. citizens, civilian and military, and their allies everywhere. AQ merged with al-
Jihad (Egyptian Islamic Jihad) in June 2001. Many AQ leaders have been killed in recent years, including
bin Laden and then second-in-command Atiyah Abd al-Rahman, in May and August 2011, respectively.
Al-Rahman’s replacement, Abu Yahya al-Libi, was killed in June 2012. Leader Ayman al-Zawabhiri
remained at large.

Activities: AQ and its supporters conducted three bombings that targeted U.S. troops in Aden in December
1992, and claim to have shot down U.S. helicopters and killed U.S. servicemen in Somalia in 1993. AQ
also carried out the August 1998 bombings of the U.S. Embassies in Nairobi and Dar es Salaam, killing up
to 300 individuals and injuring more than 5,000. In October 2000, AQ conducted a suicide attack on the
USS Cole in the port of Aden, Yemen, with an explosive-laden boat, killing 17 U.S. Navy sailors and
injuring 39.

On September 11, 2001, 19 AQ members hijacked and crashed four U.S. commercial jets — two into the
World Trade Center in New York City, one into the Pentagon near Washington, DC; and the last into a
field in Shanksville, Pennsylvania — leaving over 3,000 individuals dead or missing.

In November 2002, AQ carried out a suicide bombing of a hotel in Mombasa, Kenya that killed 15. In 2003
and 2004, Saudi-based AQ operatives and associated violent extremists launched more than a dozen
attacks, killing at least 90 people, including 14 Americans in Saudi Arabia. Al-Zawahiri claimed
responsibility on behalf of AQ for the July 7, 2005 attacks against the London public transportation system.
AQ likely played a role in the unsuccessful 2006 plot to destroy several commercial aircraft flying from the
UK to the United States using liquid explosives. AQ claimed responsibility for a 2008 suicide car bomb
attack on the Danish embassy in Pakistan that killed six, as retaliation for a Danish newspaper re-publishing
cartoons depicting the Prophet Muhammad and for Denmark’s involvement in Afghanistan.

In January 2009, Bryant Neal Vinas — a U.S. citizen who traveled to Pakistan and allegedly trained in
explosives at AQ camps, was captured in Pakistan and extradited to the United States — was charged with
providing material support to a terrorist organization and conspiracy to commit murder. Vinas later
admitted his role in helping AQ plan an attack against the Long Island Rail Road in New York and
confessed to having fired missiles at a U.S. base in Afghanistan. In September 2009, Najibullah Zazi, an
Afghan immigrant and U.S. lawful permanent resident, was charged with conspiracy to use weapons of



Volume I11: The Gulf and Arabian Peninsula Sept 2 2013 14

mass destruction, to commit murder in a foreign country, and with providing material support to a terrorist
organization as part of an AQ plot to attack the New York subway system. Zazi later admitted to contacts
with AQ senior leadership, suggesting they had knowledge of his plans. In February 2010, Zazi pled guilty
to charges in the U.S. District Court for the Eastern District of New York.

In a December 2011 video, new AQ leader al-Zawahiri claimed AQ was behind the August kidnapping of
American aid worker Warren Weinstein in Pakistan. As conditions for his release, al-Zawahiri demanded
the end of U.S. air strikes and the release of all terrorist suspects in U.S. custody. Weinstein remained in
AQ custody throughout 2012.

Strength: In South Asia, AQ’s core has been seriously degraded. The death or arrest of dozens of mid- and
senior-level AQ operatives — including bin Laden in May 2011 — have disrupted communication, financial,
facilitation nodes, and a number of terrorist plots. AQ serves as a focal point of “inspiration” for a
worldwide network of affiliated groups — al-Qa’ida in the Arabian Peninsula (AQAP), al-Qa’ida in Iraq
(AQI), al-Qa’ida in the Islamic Maghreb (AQIM), al-Shabaab- and other Sunni Islamist extremist groups,
including the Islamic Movement of Uzbekistan, the Islamic Jihad Union, Lashkar i Jhangvi, Harakat ul-
Mujahadin, and Jemaah Islamiya. Tehrik-e Taliban Pakistan and the Haggani Network also have ties to
AQ. Additionally, supporters and associates worldwide who are “inspired” by the group’s ideology may be
operating without direction from AQ central leadership, and it is impossible to estimate their numbers.

Location/Area of Operation: AQ was based in Afghanistan until Coalition Forces removed the Taliban
from power in late 2001. Since then, they have resided in Pakistan’s Federally Administered Tribal Areas.
AQ’s regional affiliates — AQI, AQAP, AQIM, and al-Shabaab — work in Iraq and Syria, Yemen, the
Trans-Sahara, and Somalia, respectively.

Funding and External Aid: AQ primarily depends on donations from like-minded supporters as well as
from individuals who believe that their money is supporting a humanitarian cause. Some funds are diverted
from Islamic charitable organizations.

NCTC

Established by Usama Bin Laden in 1988 with Arabs who fought in Afghanistan against the Soviet Union,
al-Qa‘ida’s declared goal is the establishment of a pan-Islamic caliphate throughout the Muslim world.
Toward this end, al-Qa‘ida seeks to unite Muslims to fight the West, especially the United States, as a
means of overthrowing Muslim regimes al-Qa‘ida deems “apostate,” expelling Western influence from
Muslim countries, and defeating Israel. Al-Qa‘ida issued a statement in February 1998 under the banner of
“the World Islamic Front for Jihad Against the Jews and Crusaders” saying it was the duty of all Muslims
to kill US citizens—civilian and military—and their allies everywhere. The group merged with the
Egyptian Islamic Jihad (al-Jihad) in June 2001.

On 11 September 2001, 19 al-Qa‘ida suicide attackers hijacked and crashed four US commercial jets—two
into the World Trade Center in New York City, one into the Pentagon near Washington, D.C., and a fourth
into a field in Shanksville, Pennsylvania— leaving nearly 3,000 people dead. Al-Qa‘ida also directed the
12 October 2000 attack on the USS Cole in the port of Aden, Yemen, which killed 17 US sailors and
injured another 39, and conducted the bombings in August 1998 of the US embassies in Nairobi, Kenya,
and Dar es Salaam, Tanzania, Killing 224 people and injuring more than 5,000. Since 2002, al-Qa‘ida and
affiliated groups have conducted attacks worldwide, including in Europe, North Africa, South Asia,
Southeast Asia, and the Middle East.

In 2005, Ayman al-Zawahiri, then Bin Laden’s deputy and now the leader of al-Qa‘ida, publicly claimed
al-Qa‘ida’s involvement in the 7 July 2005 bus bombings in the United Kingdom. In 2006, British security
services foiled an al-Qa‘ida plot to detonate explosives on up to 10 transatlantic flights originating from
London’s Heathrow airport. Also in 2006, al-Zawahiri announced that the Algerian Salafist Group for
Preaching and Combat had joined al-Qa‘ida, adopting the name al-Qa‘ida in the Lands of the Islamic
Maghreb. In 2009, extremist leaders in Yemen and Saudi Arabia reportedly announced they had merged to
fight under the banner of al-Qa‘ida in the Arabian Peninsula.

On 2 May 2011, US forces raided a compound in Abbottabad, Pakistan, resulting in the death of Bin
Laden. His death, in addition to significant losses to al-Qa‘ida’s command structure based in the tribal areas
of Pakistan since early 2008, has left the group at its weakest since the fall of the Afghan Taliban in late
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2001. In the aftermath of Bin Laden’s death, al-Qa‘ida leaders moved quickly to name al-Zawahiri as his
successor. Since this announcement, regional affiliates have publicly sworn allegiance and pledged support
to him. Al-Qa‘ida remains a cohesive organization and al-Qa‘ida core’s leadership continues to be
important to the global movement.

In June 2012, Abu Yahya al-Libi, widely reported to be al-Qa‘ida’s “general manager,” was killed in
Pakistan. Despite this and other leadership losses, al-Qa‘ida remains committed to conducting attacks in the
United States and against American interests abroad. The group has advanced a number of unsuccessful
plots in the past several years, including against the United States and Europe. This highlights al-Qa‘ida’s
ability to continue some attack preparations while under sustained counterterrorism pressure and suggests it
may be plotting additional attacks against the United States at home or overseas.

AL-QA’IDA IN THE ARABIAN PENINSULA
State Department

aka al-Qa’ida in the South Arabian Peninsula; al-Qa’ida in Yemen; al-Qa’ida of Jihad Organization in the
Arabian Peninsula; al-Qa’ida Organization in the Arabian Peninsula; Tanzim Qa’idat al-Jihad fi Jazirat al-
Arab; AQAP; AQY; Ansar al-Shari’a

Description: Al-Qa’ida in the Arabian Peninsula (AQAP) was designated as a Foreign Terrorist
Organization (FTO) on January 19, 2010. In January 2009, the leader of al-Qa’ida in Yemen (AQY), Nasir
al-Wahishi, publicly announced that Yemeni and Saudi al-Qa’ida (AQ) operatives were working together
under the banner of AQAP. This announcement signaled the rebirth of an AQ franchise that previously
carried out attacks in Saudi Arabia. AQAP’s self-stated goals include establishing a caliphate in the
Arabian Peninsula and the wider Middle East, as well as implementing Sharia law.

On September 30, 2011, AQAP cleric and head of external operations Anwar al-Aulagi, as well as Samir
Khan, the publisher of AQAP’s online magazine, Inspire, were Kkilled in Yemen.

Activities: AQAP has claimed responsibility for numerous terrorist acts against both internal and foreign
targets since its inception in January 2009. Attempted attacks against foreign targets include a March 2009
suicide bombing against South Korean tourists in Yemen, the August 2009 attempt to assassinate Saudi
Prince Muhammad bin Nayif, and the December 25, 2009 attempted attack on Northwest Airlines Flight
253 from Amsterdam to Detroit, Michigan. AQAP was responsible for an unsuccessful attempt to
assassinate the British Ambassador in April 2010, and a failed attempt to target a British embassy vehicle
with a rocket in October of that year. Also in October 2010, AQAP claimed responsibility for a foiled plot
to send explosive-laden packages to the United States via cargo plane. The parcels were intercepted in the
UK and in the United Arab Emirates.

In 2012, the Yemeni government carried out a two-month offensive to uproot AQAP from portions of
Abyan Governorate, and Yemeni forces eventually regained control over the towns of Zinjibar and Jaar.
However, approximately 3,000 land mines, planted by AQAP militants before they fled, killed 72 residents
in the aftermath of AQAP’s departure. Other AQAP attacks in 2012 targeted the Yemeni military,
including a February 2012 suicide car bombing that killed 26 Yemeni soldiers in Hadramawt Governorate.

The FTO designation for AQAP was amended on October 4, 2012, to include the alias Ansar al-Shari’a
(AAS). AAS represents a rebranding effort designed to attract potential followers in areas under AQAP’s
control. AQAP, operating under the alias AAS, carried out a May 2012 suicide bombing in Sanaa that
killed 96 people. AQAP/AAS claimed responsibility for the attack, which targeted Yemeni soldiers
rehearsing for a parade to celebrate Yemen’s National Day, and said the bombing was intended to target the
Yemeni military brass. Also in May, press reported that AQAP allegedly plotted to detonate a bomb aboard
a U.S.-bound airliner using an improvised explosive device. Though there was no imminent threat to U.S.
jetliners, the device, which was acquired from another government, was similar to devices that AQAP had
previously used in attempted terrorist attacks.

Strength: Although it is difficult to assess the number of AQAP’s members, the group is estimated to have
close to one thousand members.

Location/Area of Operation: Yemen



Volume I11: The Gulf and Arabian Peninsula Sept 2 2013 16

Funding and External Aid: AQAP’s funding primarily comes from robberies and kidnap for ransom
operations and to a lesser degree from donations from like-minded supporters.

NCTC

Al-Qa‘ida in the Arabian Peninsula (AQAP) is a Sunni extremist group based in Yemen that has
orchestrated numerous high-profile terrorist attacks. One of the most notable of these operations occurred
when AQAP dispatched Nigerian-born Umar Farouk Abdulmutallab, who attempted to detonate an
explosive device aboard a Northwest Airlines flight on 25 December 2009—the first attack inside the
United States by an al-Qa‘ida affiliate since 11 September 2001. That was followed by an attempted attack
in which explosive-laden packages were sent to the United States on 27 October 2010. The year 2010 also
saw the launch of Inspire magazine, an AQAP-branded, English-language publication that first appeared in
July, followed by the establishment of AQAP’s Arabic-language al-Madad News Agency in 2011. Dual
US-Yemeni citizen Anwar al-Aulagi, who had a worldwide following as a radical ideologue and
propagandist, was the most prominent member of AQAP; he was killed in an explosion in September 2011.

AQAP’s predecessor, al-Qa‘ida in Yemen (AQY), came into existence after the escape of 23 al-Qa‘ida
members from prison in the Yemeni capital, Sanaa, in February 2006. AQAP emerged in January 2009
following an announcement that Yemeni and Saudi terrorists were unifying under a common banner,
signaling the group’s intent to serve as a hub for regional terrorism in Yemen and Saudi Arabia. The
leadership of this new organization was composed of the group’s amir, Nasir al-Wahishi; deputy amir Sa‘id
al-Shahri; and military commander Qasim al-Rimi, all veteran extremist leaders. The group has targeted
local, US, and Western interests in the Arabian Peninsula, but is now pursuing a global strategy. AQAP
elements recently withdrew from their southern Yemen strongholds in June 2012, when Yemeni military
forces under new President Abdu Rabbo Mansour Hadi—with the support of local tribesmen—regained
control of cities in Abyan and Shabwah that had served as AQAP strongholds since 2011.

AQY operatives conducted near-simultaneous suicide attacks in September 2006 against oil facilities in
Yemen, the first large-scale attack by the group. AQY later claimed responsibility for the attack and, in its
first Internet statement in November 2006, vowed to conduct further operations. AQY in early 2008
dramatically increased its operational tempo, carrying out small-arms attacks on foreign tourists and a
series of mortar attacks against the US and Italian Embassies in Sanaa, the presidential compound, and
Yemeni military complexes. In September 2008 the group conducted its largest attack to date, targeting the
US Embassy in Sanaa using two vehicle bombs that detonated outside the compound, killing 19 people,
including six terrorists.

AQAP is based primarily in the tribal areas outside of Sanaa, which for the most part remain largely outside
the control of the Yemeni Government. The US Government has designated AQAP as a Foreign Terrorist
Organization.

AL-QA’IDA IN IRAQ
State Department

aka al-Qa’ida Group of Jihad in Irag; al-Qa’ida Group of Jihad in the Land of the Two Rivers; al-Qa’ida in
Mesopotamia; al-Qa’ida in the Land of the Two Rivers; al-Qa’ida of Jihad in Iraq; al-Qa’ida of Jihad
Organization in the Land of The Two Rivers; al-Qa’ida of the Jihad in the Land of the Two Rivers; al-
Tawhid; Jam'at al-Tawhid Wa’al-Jihad; Tanzeem Qa’idat al Jihad/Bilad al Raafidaini; Tanzim Qa’idat al-
Jihad fi Bilad al-Rafidayn; The Monotheism and Jihad Group; The Organization Base of Jihad/Country of
the Two Rivers; The Organization Base of Jihad/Mesopotamia; The Organization of al-Jihad’s Base in
Irag; The Organization of al-Jihad’s Base in the Land of the Two Rivers; The Organization of al-Jihad’s
Base of Operations in Iraq; The Organization of al-Jihad’s Base of Operations in the Land of the Two
Rivers; The Organization of Jihad’s Base in the Country of the Two Rivers; al-Zargawi Network; Islamic
State of Iraq; al-Nusrah Front; Jabhat al-Nusrah; Jabhet al-Nusrah; The Victory Front; al-Nusrah Front for
the People of the Levant

Description: Al-Qa’ida in Iraq (AQI) was designated as a Foreign Terrorist Organization on December 17,
2004. In the 1990s, Abu Mus’ab al-Zargawi, a Jordanian-born militant, organized a terrorist group called
al-Tawhid wal-Jihad to oppose the presence of U.S. and Western military forces in the Islamic world and
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the West's support for and the existence of Israel. In late 2004, he joined al-Qa’ida (AQ) and pledged
allegiance to Usama bin Laden. After this, al-Tawhid wal-Jihad became known as AQI. Zargawi traveled to
Iraq during Operation Iraqi Freedom and led his group against U.S. and Coalition Forces until his death in
June 2006. In October 2006, AQI publicly re-named itself the Islamic State of Iraq and has since used that
name in its public statements. In 2012, AQI was led by Ibrahim Awwad Ibrahim Ali al-Badri, aka Abu
Du’a, who was designated by the Department of State under Executive Order 13224 on October 4.

Since late 2011, AQI has also participated in the Syrian conflict through its alias, al-Nusrah Front, which
has sought to portray itself as part of the legitimate Syrian opposition. A number of al-Nusrah Front’s
leaders have been members of AQI and its facilitation network that operated in Syria and Iraq from 2004-
2011. [In mid-April 2013, al-Nusrah leader Muhammad al-Jawlani publicly pledged al-Nusrah’s fealty to
AQ and its leader, Ayman al-Zawahiri.] Al-Nusrah works with other U.S. designated terrorist
organizations, such as Lebanon based Fatah al-Islam. Al-Nusrah Front’s base of operations is probably
Damascus, but the group mirrors the organizational structure of AQI in Irag, with regional military,
administrative, and local media efforts. On December 11, the Department of State amended AQI’s
designation to include al-Nusrah Front as an alias.

Activities: Since its founding, AQI has conducted high profile attacks, including improvised explosive
device (IED) attacks against U.S. military personnel and lraqi infrastructure; videotaped beheadings of
Americans Nicholas Berg (May 11, 2004), Jack Armstrong (September 22, 2004), and Jack Hensley
(September 21, 2004); suicide bomber attacks against both military and civilian targets; and rocket attacks.
AQI perpetrates the majority of suicide and mass casualty bombings in Iraq using foreign and Iraqi
operatives.

Since November 2011, al-Nusrah Front has claimed nearly 600 attacks, ranging from more than 40 suicide
attacks to small arms and IED operations in major city centers including Damascus, Aleppo, Hamah, Dara,
Homs, Idlib, and Dayr al-Zawr. For example, on September 28, 2012, al-Nusrah Front claimed
responsibility for two suicide car bombs at a military complex in Damascus that killed four and wounded
14, including civilians. On October 3, 2012, the group claimed responsibility for four bombings in Aleppo,
including two suicide attacks that killed more than 50 people. Al-Nusrah Front followed up those attacks
with an October 9 suicide bomb attack on a Syrian Air Force Intelligence compound in a Damascus suburb
that killed and wounded at least 100, including civilians.

AQI was also active in Iraq in 2012. In a series of coordinated attacks in March, AQI struck Shia pilgrims
in the city of Karbala, set cars on fire near a police headquarters in Kirkuk, and targeted security forces and
government officials in Baghdad. In all, AQI struck eight cities in just under six hours, killing 46 people
and wounding 200. July was the bloodiest month of AQI attacks in two years, with 325 people killed over
the span of multiple bombings and attacks. In August, the Islamic State of Iraq, AQI’s political front,
released a video detailing a sophisticated attack in March on five locations in Haditha and neighboring
Barwana that included dozens of fighters dressed as police commandos. During the raid, AQI fighters
killed 27 Iraqi policemen, including two police commanders. In November, at least 166 Iraqi civilians,
police, and soldiers were killed in violence across the country, according to the Government of Iraq.

Strength: In Irag, membership is estimated between 1,000 and 2,000, making it the largest Sunni
extremist group in Irag. Membership in Syria is unknown, though it is likely a small force within the larger
Syrian armed opposition.

Location/Area of Operation: AQI’s operations are predominately lrag-based, but it has perpetrated
attacks in Jordan. In Syria, al-Nusrah Front has claimed attacks in several major city centers. The group
maintains a logistical network throughout the Middle East, North Africa, Iran, South Asia, and Europe.

Funding and External Aid: AQI receives most of its funding from a variety of businesses and criminal
activities within Iraq.

NCTC

Al-Qa‘ida in Iraq (AQI)—also known as the Islamic State of Iraq (ISI)—was established in April
2004 by long-time Sunni extremist Abu Mus‘ab al-Zargawi, who the same year pledged his
group’s allegiance to Usama Bin Laden. Targeting Coalition forces and civilians by such tactics as
vehicle-borne improvised explosive devices (VBIEDs), suicide bombers, and executions of
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hostages by beheading and other means, AQI attempted to pressure countries and foreign
companies to leave Irag, push Iragis to stop supporting the United States and the Iraqi
Government, and attract additional cadre to its ranks.

AQI expanded its targeting outside of Iraq in August 2005 by attempting a rocket attack on a US
Navy ship in the Port of Agaba, Jordan, and in November 2005 with the bombing of three hotels
in Amman that left 67 dead and more than 150 injured. Al-Zargawi was killed in a US airstrike on
7 June 2006. The new leader of AQI, Abu Ayyub al-Masri, announced in October 2006 the
formation of the Islamic State of Iraq (ISI), led by Iragi national Abu Umar al-Baghdadi, in an
attempt to politicize AQI’s terrorist activities and place an “Iraqgi face” on their efforts.

In 2007 AQI’s continued targeting and repression of Sunni civilians caused a widespread
backlash—known as the Sunni Awakening—against the group. The development of the
Awakening Councils—composed primarily of Sunni tribal and local community leaders—
coincided with a surge in Coalition forces and Iraqi Government operations that denied AQI its
safehavens, restricting the organization’s freedom of movement and resulting in a decreased attack
tempo beginning in mid-2007.

High-profile attacks in 2009 and 2010 demonstrated the group’s relevance in the wake of the
Coalition withdrawal from Iraqi cities in 2009 and efforts to posture itself to take advantage of the
changing security environment, although Abu Ayyub al-Masri and Abu Umar al-Baghdadi were
killed in April 2010, marking a significant loss for the organization.

Abu Bakr al-Baghdadi became AQI’s next leader, and the group has continued conducting high-
profile attacks in Iraq and participating in global violent extremism. The most violent day of
attacks claimed by AQI in more than a year occurred on 5 January 2012, when terrorists
employing suicide bombers and car bombs killed at least 72 people and wounded at least 147. The
group’s official spokesperson in January 2012 made vague threats against Americans everywhere.

AQI reaffirmed its support for al-Qa‘ida and Ayman al-Zawahiri following Usama Bin Laden’s
death in May 2011. The arrests the same month of two AQI-affiliated Iraqi refugees in Kentucky
highlight the potential threat inside the United States from people associated with AQI.

AL-QA’IDA IN THE ISLAMIC MAGHREB
State Department

aka AQIM; Group for Call and Combat; GSPC; Le Groupe Salafiste Pour La Predication Et Le Combat;
Salafist Group for Preaching and Combat

Description: The Salafist Group for Call and Combat (GSPC) was designated as a Foreign Terrorist
Organization on March 27, 2002. After the GSPC officially joined with al-Qa’ida (AQ) in September 2006
and became known as al-Qa’ida in the Islamic Maghreb (AQIM), the Department of State amended the
GSPC designation on February 20, 2008, to reflect the change. AQIM remains largely a regionally-focused
terrorist group. It has adopted a more anti-Western rhetoric and ideology and has aspirations of
overthrowing “apostate” African regimes and creating an Islamic Caliphate. Abdelmalek Droukdel, aka
Abu Mus’ab Abd al-Wadoud, is the group’s leader.

Activities: Since 2007, when AQIM bombed the UN headquarters building in Algiers and an Algerian
government building outside of Algiers killing 60 people, AQIM had been relatively quiet and focused on
its kidnapping for ransom efforts. In 2011 and 2012, however, AQIM took advantage of the deteriorating
security situation in northern Africa to plan and conduct operations. In 2011, AQIM targeted Mauritanian
President Muhammad Abdel Aziz and detonated a vehicle-borne improvised explosive device (VBIED) in
Nouakchott, injuring nine soldiers, and also claimed responsibility for multiple suicide bomb attacks
against Algerian military and police targets, which killed at least 20 people and wounded almost 50 others.
In January 2012, Algerian authorities disrupted an AQIM plot targeting U.S. or European ships in the
Mediterranean Sea. Some militants with ties to AQIM were involved in the September 11 attack on U.S.
facilities in Benghazi that killed J. Christopher Stevens, the U.S. Ambassador to Libya, and three staff
members.
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In addition to conducting attacks, AQIM also conducted kidnap for ransom operations. The targets are
usually Western citizens from governments or third parties that have established a pattern of making
concessions in the form of ransom payments for the release of individuals in custody. In September 2010,
AQIM claimed responsibility for the kidnapping of seven people working at a uranium mine in Niger.
AQIM released three of the hostages in February 2011, but at the end of 2012, four French citizens
remained in captivity.

AQIM continued its kidnapping operations in 2012. In May, AQIM Kkilled a German hostage in Nigeria
during a military raid. AQIM was also believed to be behind the December kidnapping of a French
engineer in northern Nigeria, an operation that resulted in the death of two Nigerians.

Strength: AQIM has under a thousand fighters operating in Algeria with a smaller number in the Sahel. It
is attempting to take advantage of the volatile political situation in the Sahel, especially in Mali, to expand
its membership, resources, and operations.

Location/Area of Operation: Northeastern Algeria (including but not limited to the Kabylie region) and
northern Mali, Niger, and Mauritania.

Funding and External Aid: AQIM members engaged in kidnapping for ransom and criminal activities to
finance their operations. Algerian expatriates and AQIM supporters abroad — many residing in Western
Europe — may also provide limited financial and logistical support.

NCTC

Al-Qa‘ida in the Lands of the Islamic Maghreb (AQIM) is an Algeria-based Sunni Muslim jihadist
group. It originally formed in 1998 as the Salafist Group for Preaching and Combat (GSPC), a
faction of the Armed Islamic Group, which was the largest and most active terrorist group in
Algeria. The GSPC was renamed in January 2007 after the group officially joined al-Qa‘ida in
September 2006.

Following its formal alliance with al-Qa‘ida, AQIM expanded its aims and declared its intention to
attack Western targets. In late 2006 and early 2007, it conducted several improvised explosive
device (IED) attacks against convoys of foreign nationals working in the energy sector. AQIM in
December 2007 attacked United Nations offices in Algiers with a car bomb and in February 2008
attacked the Israeli Embassy in Nouakchott, Mauritania, with small arms.

AQIM, which operates primarily in the northern coastal areas of Algeria and in parts of the desert
regions of southern Algeria and northern Mali, mainly employs conventional terrorist tactics,
including guerrilla-style ambushes and mortar, rocket, and IED attacks. Its principal sources of
funding include extortion, kidnapping, and donations. AQIM leader Abdelmalek Droukdal
announced in May 2007 that suicide bombings would become the group’s main tactic. The group
claimed responsibility for a suicide truck bomb attack that killed at least eight soldiers and injured
more than 20 at a military barracks in Algeria on 11 July 2007, the opening day of the All-Africa
Games. In May 2009, AQIM announced it had killed a British hostage after months of failed
negotiations. In June of the same year, the group publicly claimed responsibility for killing US
citizen Christopher Leggett in Mauritania because of his missionary activities. In 2011, a
Mauritanian court sentenced a suspected AQIM member to death, and two others to prison for the
American’s murder.

In 2010, AQIM failed to conduct the high-casualty attacks in Algeria that it had in previous years.
Multinational counterterrorism efforts—including a joint French-Mauritanian raid in July 2010
against an AQIM camp—resulted in the deaths of some AQIM members and possibly disrupted
some AQIM activity. In 2011, however, AQIM Kkilled two French hostages during an attempted
rescue operation.

In 2012, AQIM took advantage of political chaos in northern Mali to consolidate its control there
and worked with the secular Azawad National Liberation Movement (MNLA) to secure
independence in Kidal, Gao, and Timbuktou for ethnic Tuaregs. The Islamic militant group Ansar
al-Din subsequently formed to support the creation of an Islamic state in Mali ruled by sharia, and
a dissident group of AQIM members broke off to form Movement for Unity and Jihad in West
Africa (MUJAO) and support Ansar al-Din. As of early summer 2012, MUJAO was holding two
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Spanish and an Italian hostage. Separately, AQIM has provided funding and training to members
of the Nigerian terrorist group Boko Haram.

AL-SHABAAB
State Department

aka The Harakat Shabaab al-Mujahidin; al-Shabab; Shabaab; the Youth; Mujahidin al-Shabaab Movement;
Mujahideen Youth Movement; Mujahidin Youth Movement

Description: Designated as a Foreign Terrorist Organization on March 18, 2008, al-Shabaab was the
militant wing of the former Somali Islamic Courts Council that took over parts of southern Somalia in the
second half of 2006. Since the end of 2006, al-Shabaab and disparate militias led a violent insurgency using
guerrilla warfare and terrorist tactics against the Transitional Federal Government (TFG) of Somalia; the
group continues to fight the Government of Somalia. In February 2012, al-Qa’ida (AQ) announced that al-
Shabaab leader Ahmed Abdi aw-Mohamed had pledged obedience to Ayman al-Zawahiri and AQ. Al-
Shabaab has also developed ties to al-Qa’ida in the Arabian Peninsula (AQAP) and al-Qa’ida in the Islamic
Maghreb (AQIM).

In some camps, AQ-affiliated foreign fighters often led the training and indoctrination of the recruits, while
rank and file militia fighters from multiple clan and sub-clan factions that are aligned with al-Shabaab are
predominantly interested in indigenous issues. The group’s foreign fighters were generally intent on
conducting attacks outside Somalia but since 2011 have seen their operational capacity reduced due to the
military campaign against al-Shabaab. In 2012, al-Shabaab’s capability to wage conventional attacks was
greatly diminished. Somalia’s TFG and its successor, the Federal Government of Somalia (elected
indirectly in September) — with the assistance of the AU Mission in Somalia (AMISOM), as well as
Ethiopian and allied Somali militia forces — secured areas neighboring Mogadishu and drove al-Shabaab
from control of many of its urban strongholds in south-central Somalia. Most notably, the forces drove al-
Shabaab from control of the port city of Kismayo on September 28. This led to al-Shabaab’s greater
reliance on indirect assaults and asymmetrical tactics against AMISOM, Somali, and Kenyan forces. These
attacks included the increased use of more sophisticated improvised explosive devices (IEDs).

Activities: Al-Shabaab has used intimidation and violence to undermine the TFG and now the Government
of Somalia, forcibly recruit new fighters, and kill activists working to bring about peace through political
dialogue and reconciliation. The group has claimed responsibility for several high profile bombings and
shootings throughout Somalia targeting AMISOM troops and Somali officials. It has been responsible for
the assassination of numerous civil society figures, government officials, and journalists. Al-Shabaab
fighters and those who have also claimed allegiance to the group have conducted violent attacks and have
assassinated international aid workers and members of NGOs.

In its first attack outside of Somalia, al-Shabaab was responsible for the July 11, 2010 suicide bombings in
Kampala, Uganda during the World Cup, which killed nearly 76 people, including one American citizen.
Al-Shabaab’s attacks continued apace in 2012, and resulted in the deaths of hundreds of people. Among al-
Shabaab’s most notable 2012 attacks in Somalia were a series of mortar attacks in March against the
Somali presidential palace; an April suicide attack targeting Prime Minister Abdiweli Mohamed Ali at
Mogadishu’s National Theater, which killed five; a May suicide attack at a Café in Dusa Mareb, which
killed seven people, including two Somali Members of Parliament; and a violent attack on the town near
the Kenyan border in November, which left at least 12 dead. Outside of Somalia, al-Shabaab was also
believed responsible for a number of deadly grenade attacks in Kenya.

There were frequent reports of al-Shabaab carrying out amputation of limbs for minor thievery offenses,
stoning for suspected adultery, killing converts to religions other than Islam, and forced conscription of
child soldiers. Al-Shabaab leaders frequently ordered beheaded corpses to be left in streets as a lesson to
local communities. Shabaab forces also engaged in widespread rape and violence against women.

Location/Area of Operation: Al-Shabaab lost full control of significant areas of territory in 2011 and
2012. In September 2012, al-Shabaab lost control of Kismayo, a vital port it used to obtain supplies and
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funding through taxes. Despite these losses, al-Shabaab continued to control large sections of rural areas in
the middle and lower Jubba regions, as well as Bay and Bakol regions, and augmented its presence in
northern Somalia along the Golis Mountains and within Puntland’s larger urban areas.

Strength: Al-Shabaab is estimated to have several thousand members, including foreign fighters, a force
that is augmented by allied clan militias in some areas.

Funding and External Aid: Al-Shabaab saw its income diminish due to the loss of the strategic port cities
of Kismayo and Merka; furthermore, it lost a general ability to freely levy taxes in certain urban areas in
southern and central Somalia. Al-Shabaab continued to have sufficient financing available, however,
including funds from illegal charcoal production and exports from smaller ports along the coast, taxation of
local populations and areas under al-Shabaab control, and foreign donations.

Because al-Shabaab is a multi-clan entity, it receives significant donations from the global Somali diaspora;
however, the donations are not all intended to support terrorism; but also to support family members.

NCTC

The Harakat Shabaab al-Mujahidin—also known as al-Shabaab, Shabaab, the Youth, Mujahidin al-Shabaab
Movement, Mujahideen Youth Movement, and many other names and variations—was the militant wing of
the Somali Council of Islamic Courts that took over most of southern Somalia in the second half of 2006.
Although the Somali government and Ethiopian forces defeated the group in a two-week war between
December 2006 and January 2007, al-Shabaab—a clan-based insurgent and terrorist group—has continued
its violent insurgency in southern and central Somalia. The group has exerted temporary and, at times,
sustained control over strategic locations in those areas by recruiting, sometimes forcibly, regional sub-
clans and their militias, using guerrilla warfare and terrorist tactics against the Transitional Federal
Government (TFG) of Somalia and its allies, African Union Mission in Somalia (AMISOM) peacekeepers,
and nongovernmental aid organizations. However, the group’s insurgency has been challenged over the
past year by in-fighting and military pressure that has liberated key towns from al-Shabaab.

Al-Shabaab is not centralized or monolithic in its agenda or goals. Its rank-and-file members come from
disparate clans, and the group is susceptible to clan politics, internal divisions, and shifting alliances. Most
of its fighters are predominantly interested in the nationalistic battle against the TFG and not supportive of
global jihad. Al-Shabaab’s senior leadership is affiliated with al-Qa‘ida and is believed to have trained and
fought in Afghanistan. The merger of the two groups was publicly announced in February 2012 by the al-
Shabaab amir and Ayman al-Zawahiri, leader of al-Qa‘ida.

Al-Shabaab has claimed responsibility for many bombings—including various types of suicide attacks—in
Mogadishu and in central and northern Somalia, typically targeting Somali government officials,
AMISOM, and perceived allies of the TFG. The group was likely responsible for a wave of five
coordinated suicide car bombings in October 2008 that simultaneously hit targets in two cities in northern
Somalia, killing at least 26 people, including five bombers, and injuring 29 others. Al-Shabaab also claimed
responsibility for the twin suicide bombings in Kampala, Uganda, on 11 July 2010 that killed more than 70
people. Al-Shabaab’s leaders also have ordered their fighters—which include Americans and other
Westerners—to attack African Union peace-keeping troops based in Mogadishu. Al-Shabaab is responsible
for the assassination of Somali peace activists, international aid workers, numerous civil society figures,
and journalists. The group gained additional notoriety by blocking the delivery of aid from some Western
relief agencies during the 2011 famine that killed tens of thousands of Somalis.

On 29 February 2008, the US Government designated al-Shabaab as a Foreign Terrorist Organization under
Section 219 of the Immigration and Nationality Act (as amended) and as a Specially Designated Global
Terrorist entity under Section 1(b) of Executive Order 13224 (as amended). In 2012, the Rewards for
Justice program added several al-Shabaab leaders to its site, offering large rewards for information leading
to their capture.

SYRIA

Designated in 1979 as a State Sponsor of Terrorism, Syria continued its political support to a variety of
terrorist groups affecting the stability of the region and beyond, even amid significant internal unrest. Syria
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provided political and weapons support to Lebanese Hizballah and continued to allow Iran to re-arm the
terrorist organization. The Syrian regime’s relationship with Hizballah and Iran appears to have gotten
stronger over the course of the conflict in Syria. President Bashar al-Asad continued to be a staunch
defender of Iran's policies while Iran exhibited equally energetic support for Syrian regime efforts to put
down the growing protest movement within Syria. Statements supporting terrorist groups, particularly
Hizballah, were often in Syrian government speeches and press statements.

President Asad continued to express public support for Palestinian terrorist groups as elements of the
resistance against Israel. Damascus provided safe haven in Syria for exiled individuals, although the
Palestinian groups were subject to the same level of insecurity as the rest of the Syrian population and
fighting has fractured their alliances with the Syrian regime. As part of a broader strategy during the year,
the regime has attempted to portray Syria itself as a victim of terrorism, characterizing all its armed
opponents as “terrorists.”

Syria continued to generate significant concern regarding the role it plays in terrorist financing.

Industry experts reported that 60 percent of all business transactions were conducted in cash and that nearly
80 percent of all Syrians did not use formal banking services. Despite Syrian legislation that required
money-changers to be licensed by the end of 2007, many money-changers continued to operate illegally in
Syria's vast black market, estimated to be as large as Syria's formal economy. Regional hawala networks
remained intertwined with smuggling and trade-based money laundering and were facilitated by
notoriously corrupt customs and immigration officials. This raised significant concerns that some members
of the Syrian government and the business elite were complicit in terrorist finance schemes conducted
through these institutions.

Syria is a member of the Middle East and North Africa Financial Action Task Force (MENAFATF), a
Financial Action Task Force (FATF)-style regional body. Since February 2010, Syria has been publicly
identified by the FATF as a jurisdiction with strategic anti-money laundering/combating the financing of
terrorism (AML/CFT) deficiencies for which it has developed an action plan with the FATF to address
these weaknesses. Since then, Syria has made limited progress on its AML/CFT regime. In February 2012,
Syria was named in the FATF Public Statement for its lack of progress in implementing its action plan,
including its need to address the deficiencies by providing sufficient legal basis for implementing its
S/RES/1373 obligations and implementing adequate procedures for identifying and freezing terrorist assets,
and ensuring that appropriate laws and procedures are in place to provide mutual legal assistance.

In 2012, we continued to closely monitor Syria’s proliferation-sensitive materials and facilities, including
Syria’s significant stockpile of chemical weapons, which we assess remains under the Asad regime’s
control. There is significant concern, given the instability in Syria, that these materials could find their way
to terrorist organizations. We are coordinating closely with a number of like-minded nations and partners to
prevent Syria’s stockpiles of chemical and advanced conventional weapons from falling into the hands of
violent extremists.

ABDALLAH AZZAM BRIGADES
State Department

aka Abdullah Azzam Brigades; Ziyad al-Jarrah Battalions of the Abdallah Azzam Brigades; Yusuf al-
"Uyayri Battalions of the Abdallah Azzam Brigades

Description: The Abdallah Azzam Brigades (AAB) was designated as a Foreign Terrorist Organization on
May 30, 2012. AAB formally announced its establishment in a July 2009 video statement claiming
responsibility for a February 2009 rocket attack against Israel. The group is divided into two branches: the
Arabian Peninsula-based Yusuf al-’Uyayri Battalions of the Abdullah Azzam Brigades, named after the
now-deceased founder of al-Qa’ida in the Arabian Peninsula; and the Lebanon-based Ziyad al-Jarrah
Battalions of the Abdallah Azzam Brigades, named after Ziad al Jarrah, a Lebanese citizen who was one of
the masterminds of the September 11 attacks on the United States. In a June 2012 video statement, the
group named its leader as Majid bin Muhammad al Majid, a Saudi citizen who is on the Saudi
government’s list of 85 Most Wanted Terrorists for his links to al-Qa’ida.

Activities: AAB has relied primarily on rocket attacks against Israeli civilians, and is responsible for
numerous rocket attacks fired into Israeli territory from Lebanon. These attacks have targeted population
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centers in Israel and have included incidents such as the September 11, 2009 double rocket attack on
Nahariya and an April 2011 rocket attack on Ashkelon. In addition to rocket attacks, AAB carried out a
July 2010 suicide bombing attack against the Japanese-owned oil tanker M/V M. Star in the Strait of
Hormuz. According to a statement released online, AAB claimed that the attack was carried out by its
Arabian Peninsula Branch. AAB has repeatedly articulated its intent to carry out attacks against Western
interests in the Middle East. In 2010, for example, the group expressed an interest in kidnapping U.S. and
British tourists in the Arabian Peninsula.

Strength: Unknown
Location/Area of Operation: AAB is based in both Lebanon and the Arabian Peninsula.
Funding and External Aid: Unknown

ANSAR AL-ISLAM

State Department

aka Ansar al-Sunna; Ansar al-Sunna Army; Devotees of Islam; Followers of Islam in Kurdistan; Helpers of
Islam; Jaish Ansar al-Sunna; Jund al-Islam; Kurdish Taliban; Kurdistan Supporters of Islam; Partisans of
Islam; Soldiers of God; Soldiers of Islam; Supporters of Islam in Kurdistan

Description: Designated as a Foreign Terrorist Organization on March 22, 2004, Ansar al-Islam’s (Al’s)
goals include expelling western interests from Iraq and establishing an independent Iraqi state based on
Sharia law. Al was established in 2001 in Iragi Kurdistan with the merger of two Kurdish extremist
factions that traced their roots to the Islamic Movement of Kurdistan. On May 4, 2010, Abu Abdullah al-
Shafi'i, Ansar al-Islam's leader, was captured by U.S. forces in Baghdad and remains in prison. On
December 15, 2011 Al announced a new leader, Abu Hashim Muhammad bin Abdul Rahman al Ibrahim.

Mullah Krekar (aka Najmuddin Faraj Ahmad), an Iraqgi citizen and the founder of Ansar al-Islam, continued
to reside in Norway on a long-term residence permit. In March 2012, a trial court convicted Krekar of
issuing threats and inciting terrorism, and sentenced him to six years in prison. Krekar appealed, and in
December an appeals court affirmed his convictions for issuing threats and intimidating witnesses, but
reversed his conviction for "inciting terrorism." The appeals court reduced his sentence to two years and 10
months in prison.

Activities: Al has conducted attacks against a wide range of targets including Iragi government and
security forces, and U.S. and Coalition Forces. Al has conducted numerous kidnappings, executions, and
assassinations of Iraqi citizens and politicians. The group has either claimed responsibility or is believed to
be responsible for attacks in 2011 that killed 24 and wounded 147.

Strength: Though precise numbers are unknown, Al is considered one of the largest Sunni terrorist groups
in Iraq.

Location/Area of Operation: Primarily northern Iraq, but also maintains a presence in western and central
Iraq.

Funding and External Aid: Al receives assistance from a loose network of associates in Europe and the
Middle East.

GAMA’A AL-ISLAMIYYA
State Department
aka al-Gama’at; Egyptian al-Gama’at al-Islamiyya; GI; Islamic Gama’at; IG; Islamic Group

Description: Gama’a al-Islamiyya (IG) was designated as a Foreign Terrorist Organization on October 8,
1997. Once Egypt’s largest militant group, IG was active in the late 1970s, but is now a loosely organized
network. It formed the Building and Development political party that competed in the 2011 parliamentary
elections, winning 13 seats. Egypt-based members of IG released from prison prior to the revolution have
renounced terrorism, though some members located overseas have worked with or joined al-Qa’ida (AQ).
Hundreds of members who may not have renounced violence were released from prison in 2011. The
external wing, composed of mainly exiled members in several countries, maintained that its primary goal
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was to replace the Egyptian government with an Islamic state. 1G’s “spiritual” leader, the “blind Sheikh,”
Umar Abd al-Rahman, is serving a life sentence in a U.S. prison for his involvement in the 1993 World
Trade Center bombing. Supporters of al-Rahman have called for reprisal attacks in the event of his death in
prison.

Activities: In the 1990s, IG conducted armed attacks against Egyptian security, other government officials,
and Coptic Christians. 1G claimed responsibility for the June 1995 assassination attempt on Egyptian
President Hosni Mubarak in Addis Ababa, Ethiopia. The group also launched attacks on tourists in Egypt,
most notably the 1997 Luxor attack. In 1999, part of the group publicly renounced violence.

Strength: At its peak, IG likely commanded several thousand core members and a similar number of
supporters. Security crackdowns following the 1997 attack in Luxor and the 1999 cease-fire, along with
post-September 11 security measures and defections to AQ, have probably resulted in a substantial
decrease in what is left of an organized group.

Location/Area of Operation: The IG maintained an external presence in Afghanistan, Yemen, Iran, the
UK, Germany, and France. The IG terrorist presence in Egypt was minimal due to the reconciliation efforts
of former local members.

Funding and External Aid: Unknown

HIZBALLAH
State Department

aka the Party of God; Islamic Jihad; Islamic Jihad Organization; Revolutionary Justice Organization;
Organization of the Oppressed on Earth; Islamic Jihad for the Liberation of Palestine; Organization of
Right Against Wrong; Ansar Allah; Followers of the Prophet Muhammed

Description: Hizballah was designated as a Foreign Terrorist Organization on October 8, 1997. Formed in
1982 in response to the Israeli invasion of Lebanon, the Lebanese-based radical Shia group takes its
ideological inspiration from the Iranian revolution and the teachings of the late Ayatollah Khomeini. The
group generally follows the religious guidance of Khomeini’s successor, Iranian Supreme Leader Ali
Khamenei. Hizballah is closely allied with Iran and the two often work together on shared initiatives,
though Hizballah also acts independently. Hizballah shares a close relationship with Syria, and like Iran,
the group is providing assistance to Syrian regime forces in the Syrian conflict.

Hizballah has strong influence in Lebanon, especially with the Shia community. Hizballah plays an active
role in Lebanese politics, and the group holds 13 seats in the 128-member Lebanese Parliament and two
seats in the 30-member Council of Ministers. Hizballah’s political strength grew in the wake of the 2006
war with Israel and the group’s 2008 takeover of West Beirut, though its reputation and popularity have
been significantly undermined by the group’s active support for the Asad regime.

Hizballah provides support to several Palestinian terrorist organizations, as well as a number of local
Christian and Muslim militias in Lebanon. Besides overt political support, support includes the covert
provision of weapons, explosives, training, funding, and guidance.

Activities: Hizballah’s terrorist attacks have included the suicide truck bombings of the U.S. Embassy and
U.S. Marine barracks in Beirut in 1983; the U.S. Embassy annex in Beirut in 1984; and the 1985 hijacking
of TWA flight 847, during which a U.S. Navy diver was murdered. Elements of the group were responsible
for the kidnapping, detention, and murder of Americans and other Westerners in Lebanon in the 1980s.
Hizballah was implicated, along with Iran, in the 1992 attacks on the Israeli Embassy in Argentina and on
the 1994 bombing of the Argentine-Israeli Mutual Association in Buenos Aires. In 2000, Hizballah
operatives captured three Israeli soldiers in the Shebaa Farms area and, separately, kidnapped an Israeli
non-combatant in Dubai. Though the non-combatant survived, on November 1, 2001, Israeli Army Rabbi
Israel Weiss pronounced the soldiers dead. The surviving non-combatant and the bodies of the IDF soldiers
were returned to Israel in a prisoner exchange with Hizballah in 2004.

Hizballah and a Palestinian group affiliated with al-Qa’ida blamed each other for a May 2011 roadside
bomb attack that wounded six Italian soldiers with the UN Interim Force in Lebanon (UNIFIL). Two other
attacks against UNIFIL peacekeepers — an attack in late July that wounded six French citizens and a second
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attack days later that injured three other French soldiers — were believed to have been carried out by
Hizballah. Also in 2011, four Hizballah members were indicted by the U.N.-based Special Tribunal for
Lebanon (STL), an international tribunal investigating the 2005 assassination of Lebanese Prime Minister
Rafik Hariri. The four Hizballah members indicted by the STL were Mustafa Badreddine Salim Ayyash,
Assad Sabra, and Hassan Anise. Identified as the primary suspect in Hariri’s assassination, Badreddine is
believed to have replaced his cousin, Imad Mugniyeh, as Hizballah’s top military commander after
Mugniyeh’s 2008 death. Hizballah denounced the trial and vowed to retaliate, saying the four indicted
Hizballah members would not be handed over.

On January 12, Thai police detained a Hizballah operative on immigration charges as he was attempting to
depart Thailand from Suvarnabhumi International Airport. He led police to nearly 10,000 pounds of urea-
based fertilizer and 10 gallons of liquid ammonium nitrate in a commercial building about 20 miles south
of Bangkok. It was unclear if the materials were intended to be used to carry out terrorist attacks in
Thailand — possibly against Israeli tourists — or if they were to be transported to another country. The
Hizballah operative was awaiting trial at year’s end.

In 2012, Hizballah stepped up the pace of its terrorist plotting, and was implicated in several terrorist plots
around the world. In Cyprus, a suspected Lebanese Hizballah operative was detained by the Cypriot
authorities on July 7 for allegedly helping plan an attack against Israeli tourists in Cyprus. The trial began
in September 2012, and on March 21, 2013, a Cyprus court found a Hizballah operative guilty of charges
stemming from his surveillance activities of Israeli tourist targets.

In Bulgaria, on July 18, a terrorist attack was carried out on a passenger bus carrying 42 Israeli tourists at
the Sarafovo Airport near the Bulgarian city of Burgas. The explosion killed five Israelis and injured 32,
and also killed the Bulgarian bus driver. On February 5, 2013, Bulgarian Deputy Prime Minister Tsvetan
Tsevtanov, publically linked Hizballah to the Burgas bombing, citing the involvement of two Hizballah
operatives in the plot.

Strength: Several thousand supporters and members.

Location/Area of Operation: Hizballah is based in the southern suburbs of Beirut, the Bekaa Valley, and
southern Lebanon. However, as evidenced by Hizballah’s activities during the course of 2012, the group is
capable of operating around the globe.

Funding and External Aid: Iran continues to provide Hizballah with training, weapons, and explosives, as
well as political, diplomatic, monetary, and organizational aid; Syria furnished training, weapons,
diplomatic, and political support. Hizballah also receives funding from private donations and profits from
legal and illegal businesses. Hizballah receives financial support from Lebanese Shia communities in
Europe, Africa, South America, North America, and Asia. As illustrated by the Lebanese Canadian bank
case, Hizballah supporters are often engaged in a range of criminal activities that benefit the group
financially. These have included smuggling contraband goods, passport falsification, trafficking in
narcotics, money laundering, and credit card, immigration, and bank fraud.

NCTC

Formed in 1982 in response to the Israeli invasion of Lebanon, Hizballah (the “Party of God”), a Lebanon-
based Shia terrorist group, advocates Shia empowerment within Lebanon. The group also supports
Palestinian rejectionist groups in their struggle against Israel and provides training for Iragi Shia militants
attacking Coalition forces in Iraq. A Hizballah operative, Ali Musa Dagdug, faces US military charges of
coming to lIraq to train extremists, and of being responsible for an attack against a military facility in
Karbala‘, Iraq, in January 2007 that left five American soldiers dead.

Hizballah has been involved in numerous anti-US terrorist attacks, including the suicide truck bombings of
the US Embassy in Beirut in April 1983, the US Marine barracks in Beirut in October 1983, and the US
Embassy annex in Beirut in September 1984, as well as the hijacking of TWA 847 in 1985 and the Khobar
Towers attack in Saudi Arabia in 1996. Although Hizballah’s leadership is based in Lebanon, the group has
established cells worldwide.

Hizballah has participated in the Lebanese government since 1992. With the 2004 passage of UN Security
Council Resolution 1559, which called for the disarmament of all armed militias in Lebanon, Hizballah has
focused on justifying its retention of arms by casting itself as the defender of Lebanon against Israeli
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aggression. On 12 July 2006, Hizballah kidnapped two Israeli soldiers, sparking the 2006 war in which
Hizballah claimed victory by virtue of its survival; it has since sought to use the conflict to justify its need
to retain its arms as a Lebanese resistance force. In May 2008, Hizballah militants seized parts of Beirut in
response to calls by the government to restrict Hizballah’s secure communications and arms. In
negotiations to end the violence, Hizballah gained veto power in the government, and retained its arms and
secure communications.

In February 2008, Hizballah’s military chief ‘Imad Mughniyah was killed by a vehicle bomb in Damascus.
Hizballah Secretary General Hassan Nasrallah publicly blamed Israel and continues to promise retaliation.
Several Hizballah operations have been disrupted since Mughniyah’s death, including the 2008 disruption
of a cell in Baku, Azerbaijan, targeting the Israeli embassy there, and the late-2008 disruption of a
Hizballah cell in Egypt targeting Israeli  tourists and ships in transiting the
Suez Canal. Additionally, a Hizballah operation was reportedly disrupted in Turkey in 2009, and in early
2011 Israel warned its citizens of several Hizballah plots against Israeli interests in Turkey, Azerbaijan,
Georgia, and Cyprus.

In July 2011 the UN Special Tribunal for Lebanon (STL) indicted four Hizballah members—including a
senior Hizballah official—for the assassination of former Lebanese Prime Minister Rafiq al-Hariri, who
was killed by a car bomb in Beirut on 14 February 2005. Their trials, which will be held in absentia, are
tentatively scheduled to begin on 25 March 2013.

In July 2012, a bomb exploded on a bus in Burgas, Bulgaria, killing six Israeli tourists and a Bulgarian. The
Israeli prime minister announced his government had “unquestionable” intelligence indicating Hizballah
conducted the attack.

IRAN

State Department

Designated as a State Sponsor of Terrorism in 1984, Iran increased its terrorist-related activity, including
attacks or attempted attacks in India, Thailand, Georgia, and Kenya. Iran provided financial, material, and
logistical support for terrorist and militant groups in the Middle East and Central Asia. Iran used the
Islamic Revolutionary Guard Corps-Qods Force (IRGC-QF) and militant groups to implement foreign
policy goals, provide cover for intelligence operations, and stir up instability in the Middle East. The
IRGC-QF is the regime’s primary mechanism for cultivating and supporting terrorists abroad.

In 2012, Iran was implicated in planned attacks in India, Thailand, Georgia, and Kenya. On February 13, in
New Delhi, India, a magnetic bomb placed under the vehicle of an Israeli diplomat’s wife exploded,
seriously injuring her and three Indian nationals. On February 14, a similar device was discovered under a
vehicle belonging to the Israeli embassy in Thilisi, Georgia, and safely defused. Also on February 14, Thai
police arrested three Iranian nationals in connection with explosions in a Bangkok private residence that
revealed bomb-making materials and makeshift grenades intended for use in attacks against Israeli targets.
On June 19, Kenyan authorities arrested two Iranian nationals in connection with explosives stockpiled for
a suspected terrorist attack. According to press reports, the individuals were members of the IRGC-QF.

On October 17, Iranian-born U.S. dual-national Mansour Arbabsiar was arrested by U.S. authorities and
pled guilty in a New York court to participating in a 2011 plot to murder the Saudi ambassador to the
United States. Arbabsiar held several meetings with an associate whom Iranian officials believed was a
narcotics cartel member. This associate, in fact, was a confidential source for U.S. law enforcement.
Arbabsiar admitted to working on behalf of the IRGC-QF to carry out the plot. An IRGC-QF officer who
remains at large was also indicted. The thwarted plot demonstrated Iran’s interest in using international
terrorism — including in the United States — to further its foreign policy goals.

In 2012, the IRGC-QF trained Taliban elements on small unit tactics, small arms, explosives, and indirect
fire weapons, such as mortars, artillery, and rockets. Since 2006, Iran has arranged arms shipments to select
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Taliban members, including small arms and associated ammunition, rocket propelled grenades, mortar
rounds, 107mm rockets, and plastic explosives. Iran has shipped a large number of weapons to Kandahar,
Afghanistan, aiming to increase its influence in this key province.

Despite its pledge to support Iraq’s stabilization, Iran trained, funded, and provided guidance to Iraqi Shia
militant groups. The IRGC-QF, in concert with Lebanese Hizballah, provided training outside of Iraq as
well as advisors inside Iraq for Shia militants in the construction and use of sophisticated improvised
explosive device technology and other advanced weaponry.

Regarding Syria, Iran provided extensive support, including weapons, funds, and training to assist the Asad
regime in its brutal crackdown that has resulted in the death of more than 70,000 civilians. Iran provided
weapons, training, and funding to Hamas and other Palestinian terrorist groups, including the Palestine
Islamic Jihad and the Popular Front for the Liberation of Palestine-General Command. Since the end of the
2006 Israeli-Hizballah conflict, Iran has assisted in rearming Hizballah, in direct violation of UNSCR 1701.
Iran has provided hundreds of millions of dollars in support of Hizballah in Lebanon and has trained
thousands of Hizballah fighters at camps in Iran.

Iran actively supported members of the Houthi tribe in northern Yemen, including activities intended to
build military capabilities, which could pose a greater threat to security and stability in Yemen and the
surrounding region. In July 2012, the Yemeni Interior Ministry arrested members of an alleged Iranian spy
ring, headed by a former member of the IRGC.

Iran remained unwilling to bring to justice senior al-Qa’ida (AQ) members it continued to detain, and
refused to publicly identify those senior members in its custody. Iran allowed AQ facilitators Muhsin al-
Fadhli and Adel Radi Sagr al-Wahabi al-Harbi to operate a core facilitation pipeline through Iran, enabling
AQ to move funds and fighters to South Asia and to Syria. Al-Fadhli is a veteran AQ operative who has
been active for years. Al-Fadhli began working with the Iran-based AQ facilitation network in 2009 and
was later arrested by Iranian authorities. He was released in 2011 and assumed leadership of the Iran-based
AQ facilitation network.

Since 2009, the Financial Action Task Force (FATF) has called for its members and the international
community to institute countermeasures to protect their respective financial sectors and the global financial
system from the risks — in particular the terrorist financing threat — posed by Iran. In October 2012, the
FATF strengthened its language and again called for countermeasures against Iran. Iran has had some
limited engagement regarding anti-money laundering/combating the financing of terrorism and has
responded to overtures by multilateral entities such as the UN’s Global Programme against Money
Laundering, but it has failed to criminalize terrorist financing and require that financial institutions and
other obliged entities file suspicious transaction reports. Iran has not engaged with FATF and was not a
member of a FATF-style regional body.

Iran remains a state of proliferation concern. Despite multiple UNSCRs requiring Iran to suspend its
sensitive nuclear proliferation activities, Iran continues to violate its international obligations regarding its
nuclear program. For further information, see the Report to Congress on Iran-related Multilateral Sanctions
Regime Efforts (February 2013), and the Report on the Status of Bilateral and Multilateral Efforts Aimed at
Curtailing the Pursuit of Iran of Nuclear Weapons Technology (September 2012).

JUNDALLAH
State Department

aka People’s Resistance Movement of Iran (PMRI); Jonbesh-i Mogavemat-i-Mardom-i Iran; Popular
Resistance Movement of Iran; Soldiers of God; Fedayeen-e-Islam; Former Jundallah of Iran; Jundullah;
Jondullah; Jundollah; Jondollah; Jondallah; Army of God (God’s Army); Baloch Peoples Resistance
Movement (BPRM)
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Description: Jundallah was designated as a Foreign Terrorist Organization on November 4, 2010. Since
its inception in 2003, Jundallah, which operates primarily in the province of Sistan va Balochistan of Iran,
has engaged in numerous attacks, killing and maiming scores of Iranian civilians and government officials.
Jundallah’s stated goals are to secure recognition of Balochi cultural, economic, and political rights from
the Government of Iran, and to spread awareness of the plight of the Baloch situation through violent and
nonviolent means.

Activities: In March 2006, Jundallah attacked a motorcade in eastern Iran, which included the deputy head
of the Iranian Red Crescent Security Department, who was then taken hostage. The Governor of Zahedan,
his deputy, and five other officials were wounded; seven others were kidnapped; and more than 20 were
killed in the attack. An October 2009 suicide bomb attack in a marketplace in the city of Pishin in the
Sistan va Balochistan province, which killed more than 40 people, was reportedly the deadliest terrorist
attack in Iran since the 1980s. In a statement on its website, Jundallah claimed responsibility for the
December 15, 2010 suicide bomb attack inside the Iman Hussein Mosque in Chabahar, which killed an
estimated 35 to 40 civilians and wounded 60 to 100. In July 2010, Jundallah attacked the Grand Mosque in
Zahedan, killing approximately 30 and injuring an estimated 300.

Strength: Reports of Jundallah membership vary from 500 to 2,000.

Location/Area of Operation: Throughout Sistan va Balochistan province in southeastern Iran and the
greater Balochistan area of Afghanistan and Pakistan.

Funding and External Aid: Unknown
KATA’IB HIZBALLAH
State Department

aka Hizballah Brigades; Hizballah Brigades in Iraq; Hizballah Brigades-Iraq; Kata’ib Hezbollah; Khata’ib
Hezbollah; Khata’ib Hizballah; Khattab Hezballah; Hizballah Brigades-lraq of the Islamic Resistance in
Irag; Islamic Resistance in Iraq; Kata’ib Hizballah Fi al-Iraq; Katibat Abu Fathel al-A’abas; Katibat Zayd
Ebin Ali; Katibut Karbalah

Description: Designated as a Foreign Terrorist Organization on July 2, 2009, Kata’ib Hizballah (KH) was
formed in 2006 and is a radical Shia Islamist group with an anti-Western outlook and extremist ideology
that has conducted attacks against Iragi, U.S., and Coalition targets in Iraq. KH has threatened the lives of
Iragi politicians and civilians that support the legitimate political process in Irag. The group is notable for
its extensive use of media operations and propaganda by filming and releasing videos of attacks. KH has
ideological ties to Lebanese Hizballah and receives support from that group and its sponsor, Iran.

Activities: KH has been responsible for numerous terrorist attacks since 2007, including improvised
explosive device bombings, rocket propelled grenade attacks, and sniper operations. In 2007, KH gained
notoriety with attacks on U.S. and Coalition Forces in Iraq. KH was particularly active in summer 2008,
recording and distributing video footage of its attacks.

In June 2011, five U.S. soldiers were killed in a rocket attack in Baghdad, Irag, when KH assailants fired
between three and five rockets at U.S. military base Camp Victory. The group remained active in 2012, but
has not conducted an attack on U.S. interests since July 2011.

Strength: Membership is estimated at 400 individuals.

Location/Area of Operation: KH’s operations are predominately Irag-based. In 2011, KH conducted the
majority of its operations in Baghdad but was active in other areas of Iraq, including Kurdish areas such as
Mosul. KH militants were reportedly in Syria, protecting Shia shrines and fighting alongside Syrian
President Asad’s troops against Syrian opposition forces.

Funding and External Aid: KH is almost entirely dependent on support from Iran and Lebanese
Hizballah.

KURDISTAN WORKERS’ PARTY

State Department
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aka the Kurdistan Freedom and Democracy Congress; the Freedom and Democracy Congress of Kurdistan;
KADEK; Partiya Karkeran Kurdistan; the People’s Defense Force; Halu Mesru Savunma Kuvveti;
Kurdistan People’s Congress; People’s Congress of Kurdistan; KONGRA-GEL

Description: Founded by Abdullah Ocalan in 1978 as a Marxist-Leninist separatist organization, the
Kurdistan Workers’ Party (PKK) was designated as a Foreign Terrorist Organization on October 8, 1997.
The group, composed primarily of Turkish Kurds, launched a campaign of violence in 1984. The PKK’s
original goal was to establish an independent Kurdish state in southeastern Turkey, but in recent years it
has spoken more often about autonomy within a Turkish state that guarantees Kurdish cultural and
linguistic rights.

Activities: In the early 1990s, the PKK moved beyond rural-based insurgent activities to include urban
terrorism. In the 1990s, southeastern Anatolia was the scene of significant violence; some estimates placed
casualties at some 30,000 persons. Following his capture in 1999, Ocalan announced a “peace initiative,”
ordering members to refrain from violence and requesting dialogue with Ankara on Kurdish issues.
Ocalan’s death sentence was commuted to life imprisonment; he remains the symbolic leader of the group.
The group foreswore violence until June 2004, when the group’s hard-line militant wing took control and
renounced the self-imposed cease-fire of the previous five years. Striking over the border from bases within
Irag, the PKK has engaged in terrorist attacks in eastern and western Turkey. In 2009 the Turkish
government and the PKK resumed peace negotiations. However, talks broke down after a PKK initiated
attack on July 14, 2011, that left 13 Turkish soldiers dead. Violence in 2011 and 2012 has marked one of
the most deadly time periods in the almost 30 year conflict. Widely publicized peace talks between Ocalan
and the Turkish government to resolve the conflict began at the end of 2012.

Primary targets have been Turkish government security forces, local Turkish officials, and villagers who
oppose the organization in Turkey. The PKK remained active in 2012: on August 20, a car bomb in the
southeastern Turkish city of Gaziantep killed nine people, including four children, and wounded in excess
of 70. Similar car bombings occurred in both Hakkari province in January, killing one and injuring 28, and
Kayseri province in May, injuring 18.

Strength: Approximately 4,000 to 5,000 members; 3,000 to 3,500 are located in northern Iraqg.
Location/Area of Operation: The PKK operate primarily in Turkey, Irag, and Europe.

Funding and External Aid: The PKK receives financial support from the large Kurdish diaspora in
Europe and from criminal activity.

KONGRA-GEL (KGK) - formerly the Kurdistan Worker’s Party, PKK
NCTC

The Kurdistan People’s Congress (KGK, formerly the Kurdistan Worker’s Party, PKK) is a Kurdish
separatist group primarily active in part of northern Iraq and southeastern Turkey. Composed mostly of
Turkish Kurds, the group in 1984 began a campaign of armed violence, including terrorism, which has
resulted in over 45,000 deaths. Historically, KGK directed operatives to target Turkish security forces,
government offices, and villagers who opposed the group. KGK’s imprisoned leader, Abdullah Ocalan, in
2006 publicly called for a KGK “unilateral cease-fire,” which in practice meant stopping terrorist attacks
and limiting violence to “defensive” attacks against Turkish soldiers and security forces patrolling areas
that the KGK considered theirs.

The KGK wages a seasonal insurgency, and has declared cease-fires that coincide with the group’s typical
drawdown during the winter months, during which time KGK members regroup and train. The KGK urban
terrorism wing, the Kurdistan Freedom Hawks (TAK), in 2005 began using terrorist tactics—including
suicide bombings—to target Turkish tourist destinations in order to damage the Turkish economy and
provide the KGK with plausible deniability for the attacks.

In November 2009, the Turkish Government announced its plan to grant social and economic rights to
Turkey’s Kurdish population, largely to undercut support for the KGK. This initiative faltered, however,
due to public and political opposition. The KGK since 2010 has continued to take an active defense posture
against Turkish military operations in southeastern Turkey and northern lraq, while TAK claimed
responsibility for a 2010 attack on a military bus, killing five, and a suicide bombing the same year that
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wounded 32 in Istanbul. The US Treasury Department in April 2011 designated five KGK leaders under
the Kingpin Act, freezing any assets they may have under US jurisdiction and prohibiting US persons from
conducting financial or commercial transactions with them.

In July 2011, a clash between Turkish forces and the KGK in Diyarbakir Province resulted in the deaths of
thirteen Turkish soldiers, and TAK in September 2011 killed three people in a car bombing in Ankara. A
KGK attack in October 2011 killed 24 Turkish troops and was the deadliest incident since 1993. Attacks
persisted in 2012, with KGK’s armed wing, the People’s Defense Force (HPG), killing eight Turkish
soldiers and wounding 16 in coordinated attacks in June. KGK also stepped up its kidnapping campaign
against Turkish state employees and soldiers, which included the unprecedented abduction of a Turkish
parliamentary deputy in August. In addition to its stronghold in northern Iraq, the KGK’s Syrian affiliate,
the Democratic Union Party (PYD), has increased its presence in northern Syria along the border with
Turkey by establishing control in Kurdish areas, resulting in concerns of a heightened threat to Turkey and
increased tensions along the border.

LASHKAR I JHANGVI
State Department
aka Army of Jhangvi; Lashkar e Jhangvi; Lashkar-i-Jhangvi

Description: Designated as a Foreign Terrorist Organization on January 30, 2003, Lashkar I Jhangvi (LJ)
is the militant offshoot of the Sunni Deobandi sectarian group Sipah-i-Sahaba Pakistan. LJ focuses
primarily on anti-Shia attacks and other attacks in Pakistan and Afghanistan, and was banned by Pakistan in
August 2001, as part of an effort to rein in sectarian violence. Many of its members then sought refuge in
Afghanistan with the Taliban, with whom they had existing ties. After the collapse of the Taliban as the
ruling government in Afghanistan, LJ members became active in aiding other terrorists, providing safe
houses, false identities, and protection in Pakistani cities, including Karachi, Peshawar, and Rawalpindi. LJ
works closely with Tehrik-e Taliban Pakistan.

Activities: LJ specializes in armed attacks and bombings and has admitted responsibility for numerous
killings of Shia religious and community leaders in Pakistan. In January 1999, the group attempted to
assassinate former Prime Minister Nawaz Sharif and his brother Shabaz Sharif, Chief Minister of Punjab
Province. Media reports linked LJ to attacks on Christian targets in Pakistan, including a March 2002
grenade assault on the Protestant International Church in Islamabad that killed two U.S. citizens.

LJ was active in 2011 and 2012. The most notable 2011 attack occurred in December, when an LJ suicide
bomber detonated an improvised explosive device in a crowd of Shia mourners in Kabul, killing 48
civilians — including 12 children — and wounding 193. LJ attacks in 2012 ranged from suicide bombings to
targeted shootings of ethnic Hazaras. In April, LJ members committed a series of shootings that killed 27
ethnic Hazaras over a two-week period. In June, a suicide bombing on a bus of pilgrims travelling from
Iran to Pakistan left 14 dead, and 30 wounded. In September, LJ claimed responsibility for killing seven
Shia in Hazarganji, and LJ members were arrested by Pakistani authorities when two explosions in Karachi
killed seven, including two children, and wounded another 22. In October, the chief of the LJ Karachi
branch, Mehmood Babar, was arrested by Pakistani authorities. Pakistani authorities claimed the arrest of
the cell leader and his co-conspirators disrupted operational planning of VBIED attacks on a school and
prison.

Strength: Assessed in the low hundreds.

Location/Area of Operation: LJ is active primarily in Punjab, the Federally Administered Tribal Areas,
Karachi, and Baluchistan.

Funding and External Aid: Funding comes from wealthy donors in Pakistan, as well as the Middle East,
particularly Saudi Arabia. The group engages in criminal activity to fund its activities, including extortion
and protection money.

PALESTINE ISLAMIC JIHAD - SHAQAQI FACTION

State Department
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aka PIJ; Palestine Islamic Jihad; P1J-Shaqgaqi Faction; Pl1J-Shallah Faction; Islamic Jihad of Palestine;
Islamic Jihad in Palestine; Abu Ghunaym Squad of the Hizballah Bayt al-Maqdis; Al-Quds Squads; Al-
Quds Brigades; Saraya al-Quds; Al-Awdah Brigades

Description: Palestine Islamic Jihad (P1J) was designated as a Foreign Terrorist Organization on October
8, 1997. Formed by militant Palestinians in Gaza during the 1970s, P1J is committed to both the destruction
of Israel through attacks against Israeli military and civilian targets and the creation of an Islamic state in
all of historic Palestine, including present day Israel.

Activities: P1J terrorists have conducted numerous attacks, including large-scale suicide bombings against
Israeli civilian and military targets. PI1J continued to plan and direct attacks against Israelis both inside
Israel and in the West Bank and Gaza. Though U.S. citizens have died in P1J attacks, the group has not
directly targeted U.S. interests. PIJ attacks between 2008 and 2011 were primarily rocket attacks aimed at
southern Israeli cities, and have also included attacking Israeli targets with explosive devices. 2012 saw no
deviation from P1J terrorist tactics. The group is thought to be behind a large number of the record setting
2,300 plus rockets launched from Gaza towards Israel. Additionally, on November 21, 2012, PIJ
operatives, working with HAMAS, detonated a bomb on a bus in Tel Aviv, leaving 29 civilians wounded.

Strength: P1J has fewer than 1,000 members.

Location/Area of Operation: Primarily Gaza with minimal operational presence in the West Bank and
Israel. The group’s senior leadership resides in Syria. Other leadership elements reside in Lebanon and
official representatives are scattered throughout the Middle East.

Funding and External Aid: Receives financial assistance and training primarily from Iran.

Source: State Department reporting is excerpted from US State Department, “Chapter 2, Country reports,”” Country
Reports on Terrorism 2012, May 30, 2013, http://www.state.gov/j/ct/rls/crt/2012/. NCTC data are excerpted from
“Counterterrorism Calendar 2013,” US National Counterterrorism Center (NCTC),
http://www.nctc.gov/site/groups/agap.html, and http://www.nctc.gov/site/other/fto.html, accessed August 8, 2013.

Figure 2: Measuring the Comparative Intensity of Gulf and Nearby Terrorist
Threats

Ten countries with the most terrorist attacks, 2012

Average Number

Total Total Average Number | Wounded per
Country Total Attacks Killed Wounded | Killed per Attack Attack
Pakistan 1404 1848 3643 1.32 2.59
Iraq 1271 2436 6641 1.92 5.23
Afghanistan 1023 2632 3715 2.57 3.63
India 557 231 559 0.41 1.00
Nigeria 546 1386 1019 2.54 1.87
Thailand 222 174 897 0.78 4.04
Yemen 203 365 427 1.80 2.10
Somalia 185 323 397 1.75 2.15
Philippines 141 109 270 0.77 1.91
Syria[2] 133 657 1787 4.94 13.44

« Although terrorist attacks occurred in 85 different countries in 2012, they were heavily concentrated geographically.
Over half of all attacks (55%), fatalities (62%), and injuries (65%) occurred in just three countries: Pakistan, Iraq, and
Afghanistan.

« The highest number of fatalities occurred in Afghanistan (2,632); however the country with the most injuries due to
terrorist attacks was Iraq (6,641).


http://www.state.gov/j/ct/rls/crt/2012/
http://www.state.gov/j/ct/rls/crt/2012/
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http://www.state.gov/j/ct/rls/crt/2012/210017.htm#2
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» The average lethality of terrorist attacks in Nigeria (2.54 deaths per attack) is more than 50 percent higher than the
global average of 1.64. The average lethality of terrorist attacks in Syria (4.94 deaths per attack) is more than 200
percent higher than the global average.

« The average number of people wounded per terrorist attack was especially high in Syria, where 1,787 people were
reportedly wounded in 133 attacks, including four attacks that caused 670 injuries.

« In contrast, the rates of lethality for India (0.42 deaths per attack), the Philippines (0.77 deaths per attack), and
Thailand (0.78 deaths per attack) were relatively low among the countries with the most attacks.

Ten perpetrator groups with the most attacks worldwide, 2012

Total Total Average Number
Perpetrator Group Name Attacks Killed Killed per Attack
Taliban 525 1842 3.51
Boko Haram 364 1132 3.11
Al-Qa’ida in Iraq (AQI)/Islamic State of Iraq (ISI) 249 892 3.58
Maoists (India)/ Communist Party of India-Maoist 204 131 0.64
Al-Shabaab 121 278 2.30
Al-Qa’ida in the Arabian Peninsula (AQAP) 108 282 2.61
Tehrik-e Taliban Pakistan (TTP) 103 510 4.95
Kurdistan Workers' Party (PKK) 80 83 1.04
Revolutionary Armed Forces of Colombia (FARC) 71 122 1.72
Corsican National Liberation Front (FLNC) 58 0 0.00

« Information about perpetrators was reported in source materials for 38 percent of terrorist attacks in 2012. More than
160 organizations were named as perpetrators of terrorist attacks. Of the attacks for which perpetrator information was
reported, 20 percent were attributed to the Taliban, operating primarily in Afghanistan.

e In 36.3 percent of the attacks with information about the perpetrator group, the group explicitly claimed
responsibility. In the remaining attacks, source documents attributed responsibility to a particular group or groups
based on reports from authorities or observers.

« In addition to carrying out the most attacks, the Taliban in Afghanistan was responsible for the greatest number of
fatalities in 2012. Along with Tehrik-e Taliban Pakistan (TTP) and al-Qa’ida in Iraq (AQI), the Taliban was among the
most lethal organizations, causing an average of 3.5 deaths per attack.

« Boko Haram was responsible for a number of highly lethal attacks in 2012, including a series of coordinated
bombings and armed assaults in Kano, Nigeria on January 20 that killed an estimated 190 people.

« In contrast, the Corsican National Liberation Front (FLNC) was the tenth most active terrorist group in 2012, yet it
was not responsible for any fatal attacks. Rather, the group was linked to several series of bombing attacks on vacant
vacation homes and supermarkets. The group claimed responsibility for 50 of these attacks, either via a statement made
after the attack or graffiti left at the scene.

Source: Adapted from National Consortium for the Study of Terrorism and Responses to Terrorism: Annex
of Statistical Information, “Statistical Information on Terrorism 2012,” US State Department, Country
Reports on Terrorism 2012, May 30, 2013, http://www.state.gov/j/ct/rls/crt/2012/210017.htm.
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Emphasizing the Middle East and Rebalancing the US Force
Towards Asia

The Obama Administration has made relying on strategic partnerships to deal with these
threats -- rather than unilateral US action -- a key part of the new strategy it announced in
early 2012. While some press reports have described this strategy as a “pivot to Asia,”
such reports are incorrect.

The text and substance of the new US strategy gave equal priority to improving US
deterrence and defense capability in the Middle East and Asia. The Department of
Defense documentation submitted with the President’s FY2013 budget request in
February 2012 stated that:®*

The U.S. economic and security interests are inextricably linked to developments in the arc
extending from the western Pacific and East Asia into the Indian Ocean region and South Asia,
creating a mix of evolving challenges and opportunities. Accordingly, while the U.S. military will
continue to contribute to security globally, we will of necessity rebalance toward the Asia-Pacific
region. (p. 2-1)

In the Middle East the aim is to counter violent extremists, prevent destabilizing threats from
developing, while upholding our commitment to allies and partner states. The U.S. continues to
place emphasis on U.S. and allied military presence in the region, by working with partner nations
in the region. (p. 2-1)

... DoD will tailor its global presence and posture with the right capabilities in the right places.
We will rebalance toward the Asia-Pacific, emphasizing our existing alliances and expanding our
networks of cooperation with emerging partners throughout the Asia-Pacific to ensure collective
capability and capacity for securing common interests. We will maintain an emphasis on the
greater Middle East to deter aggression and prevent the emergence of new threats... (p. 2-2)

...[The President’s strategic guidance calls for a [r]ebalance [in] force structure and investments
toward the Asia-Pacific and Middle East regions while sustaining key alliances and partnerships in
other regions. (p. 4-1)

... Our defense efforts in the Middle East will be aimed at countering violent extremists and
destabilizing threats, as well as upholding our commitments to allies and partner states. U.S.
policy will emphasize gulf security to prevent Iran’s development of a nuclear weapon capability
and counter its destabilizing policies. The United States will do this while standing up to Israel’s
security and a comprehensive Middle East peace. (p. 7-6)

Continuing the Emphasis on the Gulf In Spite of Defense Budget Cuts

The US made no changes in these policies or in its emphasis on forces in the Middle East
and Asia in the FY2014 budget request it submitted in April 2013, in spite of ongoing
defense budget cuts and sequestration: ®

There will be a rebalance of force structure and investments toward the Asia-Pacific and Middle
East regions while sustaining key alliances and partnerships in other regions... More change is
taking place as U.S. economic and security interests are inextricably linked to developments
extending from the western Pacific and East Asia into the Indian Ocean region and South Asia.
Accordingly, while the U.S. military will continue to be central to ensuring global security, we
will of necessity rebalance forces and funding priorities toward the Asia-Pacific region. In the
Middle East the aim is to counter violent extremists, prevent destabilizing threats from developing,
and uphold our commitments to allies and partner states (p. I, 1-2)

Across the globe, the United States will seek to be the security partner of choice, pursuing new
partnerships with a growing number of nations...In the Middle East, the aim is to counter violent
extremists, prevent destabilizing threats from developing, and uphold our commitments to allies
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and partner states. Social movements like the Arab revolutions may introduce tensions between
and within existing governments and societies, but will ultimately result in more stable and
reliable partners of the United States as governments in the region become more responsive to the
legitimate aspirations of their people. The United States continues to place emphasis on the U.S.
and allied military presence in the Middle East region by working with partner nations in the
region. (2-1 to 2-2)

The US Central Command View

The US has since consistently reinforced its strategic commitment to the Middle East and
the Gulf. Both General James Mattis, the former commander of the US Central
Command (USCENTCOM), and its new commander, General Lloyd J. Austin, Il
summarized these threats in the Gulf region — and the need for the US to meet them — as
follows in separate testimony to the House and Senate in March and April 2013:%

Significant factors are currently shaping and changing the region. The Arab Awakening will bring
years of political and social changes as the demographic challenges of a burgeoning youth bulge
collide with struggling economies. There will be additional pressure on governments to respond to
popular interests. We recognize the Awakening is what it is and not necessarily what we hope it
will be: it is first a flight from repression and may or may not result in an embrace of democratic
principles. The future is not foreseeable, but one thing is clear: America must remain deeply
engaged in the region and fully utilize all tools of national power as a force for stability and
prosperity.

Traditional regimes that held power for decades have been swept aside or are under siege, adding
to the region's uncertain future. Modern communications and social media have the potential to
both empower and endanger people. While they can enable users to better understand their social
circumstances and provide ways to organize to improve them, they can also make people more
vulnerable to manipulation by malevolent actors. The increasing role of our adversaries in
cyberspace necessitates additional emphasis and urgency on a targeted expansion of our presence,
influence, capabilities and the authorities necessary to maintain an advantage in cyberspace.
Threat networks including those maintained by Iran are adjusting opportunistically, and are
emboldened by regional developments—to include the Arab Spring and events such as those in
Benghazi and Syria. These networks pursue a range of destabilizing activities that include but are
not limited to the transfer of illicit arms, as well as the provision of financial, lethal, and material
aid support to a range of malign actors seeking to undermine regional security. In our efforts to
counter destabilizing extremists, our international and regional partnerships remain one of our
greatest strengths, and most potent tools. Addressing these activities will require our continued
engagement, reassurance and commitment to work with other nations against extremists' violent
activities.

U.S. Central Command's operating environment is also influenced by the major and emerging
powers bordering our region, by the increasing Sunni-Shia polarization, and by Iran's malign
influence. U.S. government efforts led by State Department to develop more militarily capable and
confident partners in the region are advancing, and contributing significantly to enhancing our
robust regional security architecture. There is also widespread attention on how the U.S. and
NATO will remain involved in Afghanistan post-2014 to prevent its regression, and whether the
U.S. will continue to remain resolute in the face of a growing Iranian threat. Finally, the threat of
weapons of mass destruction is prevalent in the region, with both Syria and Iran possessing
chemical weapons or the capability to produce them and Iran advancing its nuclear program.
Pakistan has a fast growing nuclear arsenal and violent extremists continue to profess a desire to
obtain and use weapons of mass destruction. This danger has our full attention.

... The most serious strategic risks to U.S. national security interests in the Central region are:

e Malign Iranian influence: Despite significant economic sanctions and increased
diplomatic isolation within the global community, Iran continues to export instability and
violence across the region and beyond. There are five main threats Iran continues to
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develop: the potential nuclear threat; counter maritime threat; theater ballistic missile
threat; the Iranian Threat Network to include the Qods Force and its regional surrogates
and proxies; and cyber-attack capabilities.

e Potential nuclear threat. Iran continues to expand its nuclear enrichment capabilities,
which enable Iran to quickly produce weapons-grade nuclear material, should Tehran
make that decision.

e Counter Maritime threat. Iran is improving its counter maritime capabilities (mines,
small boats, cruise missiles, submarines) to threaten sea-lanes vital to the global
economy. The occasionally provocative behavior of the Revolutionary Guard Navy is an
issue with which we deal and we refine our operational approaches in sustaining our
stabilizing maritime presence in the Persian Gulf.

e Theater Ballistic Missiles. Iran has the largest and most diverse ballistic missile arsenal in
the Middle East and is increasing medium and short range ballistic missile inventories
and capability with ranges up to about 2,000 kilometers, sufficient to strike targets with
increasing precision throughout the region. While Iran has previously exaggerated its
capabilities, there is consensus that Tehran has creatively adapted foreign technology to
increase the quality and quantity of its arsenal.

e lranian Threat Network. Malign influence and activities (illicit weapons, financial aid,
trained personnel and training) in Syria, Irag, Afghanistan, Sudan, Gaza, Lebanon and
Yemen along with the 2011 attempt here in Washington to assassinate the ambassador of
the Kingdom of Saudi Arabia, indicate a long-term trend that has clear potential for
murderous miscalculation that could spark a disastrous regional conflict. Iran continues to
seek to establish nodes throughout the region through which to advance its destabilizing
agenda.

e Cyber. Given lran's growing capabilities in this sensitive domain, the U.S. must
recognize and adapt now to defend against malicious cyber activity.

e Violent Extremist Organizations (VEOS): The focus of our military efforts over the past
decade has largely been on Al Qaeda, its adherents and affiliates (AQAA), and we have
achieved measurable successes in combating them. The AQAA “franchise” remains a
threat however. An equally concerning long-term threat continues to emanate from the
Iran-sponsored Shia brand of extremism wielded by groups such as Lebanese Hezbollah.
In addition to the threat from these terrorists with which we are already familiar, a clash
brought on by these two brands of extremism could pour fuel on the simmering Sunni-
Shia tensions we observe from Baluchistan to Syria and incite a worsening cycle of
violence.

e State Security and Weapons of Mass Destruction (WMD): WMD proliferation and the
potential loss of control of WMD by regional governments, for example the potential loss
of control of Syrian chemical weapons, pose a significant risk to the region and our most
vital national security interests. The potential for WMD in the hands of non-state actors
and extremist organizations cannot be addressed by traditional Cold War deterrence
methods and presents a clear threat to our regional partners, innocent populations, and
our forces and bases.

e Regional Instability: As savagery increases in Syria's civil war, the number of refugees
fleeing the fighting continues to grow. The impacts on Turkey, Jordan and Lebanon are
severe, with media reports of over 4 million internally displaced persons and the U.N.
estimating over 900 thousand refugees in neighboring countries. Refugees into Jordan
alone continue to increase by more than 50,000 monthly since the New Year. The
potential destabilizing impact is clear and there is a growing likelihood of unpredictable
longer-term effects on regional stability. Refugee camps are not a permanent solution,
they have not proven to be economically viable, nor do they give hope to younger
generations.
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e Perceived Lack of U.S. Commitment: Perhaps the greatest risk to U.S. interests in the
region is a perceived lack of an enduring U.S. commitment to collective interests and the
security of our regional partners. This impression, if not actively and often countered, and
any lack of clarity regarding U.S. intentions in the region, particularly with respect to
Afghanistan’s future, Middle East Peace, and shaping an acceptable outcome in Syria,
could reduce our partners' commitment to stand with us and leave space for other actors
to assume less benign leadership roles. If we seek to influence events, we must listen to
partner concerns and continue to demonstrate our support through tangible actions. Our
regional partners want to share the security burden with us, and we should actively enable
them to do so, especially as we face our own fiscal realities.

USCENTCOM's Approach:

All of U.S. Central Command's military activities are firmly nested in four main drivers of U.S.
foreign policy. First is security, and in particular, meeting the urgent challenges posed by Iran's
reckless behavior across a wide front and being prepared to respond to a range of regional
contingencies, as well as the related imperative of accelerating a transition to the new leadership
that the Syrian people so deeply deserve. The second driver is our continued support for political
openness, democratic reforms and successful post-revolutionary transitions. Third, no political
transition or democratic reform process can succeed without a sense of economic opportunity.
Fourth and finally, a re-energized effort is needed to resolve persistent regional conflicts, and
especially for renewing hope for a two-state solution between Israelis and Palestinians. Within this
framework, USCENTCOM stands firmly alongside our friends and supports regional security,
territorial integrity of sovereign nations, and the free flow of commerce.

CENTCOM's approach to protect the nation's interests in the Middle East is to work BY, WITH
and THROUGH key regional partners to bolster regional security and promote stability, while
minimizing a permanent U.S. military footprint. In so doing, we can build our partners' capacity to
enable them to share in the security costs for the region.

USCENTCOM uses four principal levers as we engage in the region:

o Military to Military Engagements: These lay the foundation for and bolster our broader
diplomatic relationships. Much of this work is ongoing, but as resources decrease and
American forward presence in the region declines, mil-to-mil engagements and working
by, with, and through our partners will become increasingly important. This type of
forward engagement is often the bedrock of our most important relationships and builds
the trust necessary to work closely together.

e Plans and Operations: USCENTCOM develops and executes plans and operations in
close collaboration with our fellow Combatant Commands, interagency organizations and
international partners as necessary to address developing contingencies and crises. While
providing military options for the Commander-in-Chief, these plans are designed from
the outset to be inclusive of regional and traditional partners.

e Security Cooperation Programs: Building partner capacity is the responsible way to
reduce U.S. military presence and maintain the health of our force by partnering with
regional nations to distribute more of the security burden. In order to build partner
effectiveness, we must be more responsive to their capability needs while strategically
aligning acquisition and training plans with regional collective security requirements.
Combined training, multilateral exercises (resourced by OSD's Combatant Commanders'
Exercise Engagement and Training Transformation program), defense reviews and
expanded professional military education exchanges are cost-effective means to enhance
trust and interoperability while encouraging progress on rule of law and human rights
issues. Once fully implemented, the Global Security Contingency Fund will offer us
opportunities to respond to emerging security cooperation, assistance and requirements.

e Posture and Presence: A tailored, lighter footprint supported by access to infrastructure
that enables rapid reinforcement is the foundational concept for future military posture in



Volume I11: The Gulf and Arabian Peninsula Sept 2 2013 37

the region. The USCENTCOM military presence will continue to become more maritime
in character, supported by expeditionary land forces and have strong air enablers. |
anticipate the need to sustain maritime defense, anti-fast attack craft capabilities,
amphibious ships and mine-countermeasure capability and Intelligence Surveillance and
Reconnaissance capabilities. | see the need for growth in our Counter Intelligence and
Human Intelligence (HUMINT) capacities across the region. In summary, we will need
strong strategic relationships with our partners to enable the presence required to deter
adversaries and reassure our friends.

Around the Region:

The Department of Defense carefully shapes military presence (U.S. and partners) in the Middle
East to protect the global free flow of critical natural resources and to provide a counterbalance to
Iran—a balanced force presence ready to respond to a variety of contingencies, and to deter
Iranian aggression. To maintain a right-sized American security footprint in the Gulf, the U.S.
promotes close teamwork with the Gulf Cooperation Council (GCC) states. By deepening strategic
ties with the Gulf and improving the capability of the GCC states through multilateral exercises,
security assistance and training, regional stability is appropriately shown to be an international
responsibility. The U.S. will continue to promote the capabilities of GCC partners in such
missions as missile defense, maritime security, critical infrastructure protection and development
of a common operating picture that allows us to work smoothly together when necessary.

During the past year, we have seen significant progress in our military relationship with countries
of the GCC. In support of the efforts of the Secretary of State and Secretary of Defense and the
U.S.-GCC Strategic Cooperation Forum, we have worked to enhance and deepen Ballistic Missile
Defense cooperation in response to the proliferation of these weapons. We continue to emphasize
U.S.-GCC multilateral exercises, such as our successful International Mine Countermeasure
Exercise, which included participants from over 30 countries from five continents in 2012, and our
Proliferation Security Initiative (PSI) exercise LEADING EDGE 2013 ably hosted by UAE. The
Gulf States have demonstrated the willingness to work with one another and with international
partners to counter malign influence in the region and ensure freedom of commerce—a critical
international issue in terms of the global economy. Interoperability in this framework improves
U.S. defense-in-depth and our own capabilities become more robust by supporting partner
capacity and working by, with and through the GCC.

Cooperation by Country

General Mattis and General Austin provided the same description of the need for US
cooperation with each key country in the Gulf region in their testimony in the spring of
2013 - although this testimony could not anticipate the impact of overthrow of the Morsi
regime in Egypt and the crisis over Syria’s use of chemical weapons: *

Saudi Arabia: For decades, security cooperation has been a cornerstone of our relationship with
the Kingdom of Saudi Arabia. As we face ever more sophisticated regional challenges in the
Middle East, helping to enable the upgrade of Saudi Arabia's defense capabilities sustains our
strong military-to-military relations, improves operational interoperability, helps the Kingdom
prepare to meet regional threats and safeguards the world's largest oil reserves. In difficult times,
the Kingdom has demonstrated its willingness and capability to use its military forces to fight as
part of a coalition against regional threats. Sustaining the Saudi military capability deters hostile
actors, increases U.S.-Saudi military interoperability and positively impacts the stability of the
global economy. Working with Department of State, USCENTCOM helped establish the first
interagency security assistance program to build the capabilities of the Ministry of Interior
Security Forces that protect Saudi Arabia's critical infrastructure. This is a long-term $1 billion
FMS Interagency Technical Cooperation Agreement, which has shown remarkable progress.

Kuwait: A long term and strong ally in the region, Kuwait continues to build upon a long bi-lateral
military relationship with its critical support for U.S. troops and equipment. Kuwait remains a
valued partner and is steadily reconciling its long-standing issues with Iraq and supporting the
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region's stability. We enjoy excellent relations with the Kuwaiti military built on many years of
trust between us since the liberation in 1991.

e UAE: The United Arab Emirates (UAE) has been a valued partner through Operations Desert
Shield/Desert Storm, Bosnia, Kosovo, Somalia, Afghanistan and Libya. The Emirates participated
in Operation Unified Protector in Libya, flying as part of NATO's effort and the Emiratis have
increased the number of their troops and aircraft deployed to Afghanistan even as other nations are
drawing down. The UAE is also a leader in the Gulf for air and missile defense capabilities. Their
Foreign Military Sales purchases total $18.1 billion and include the Theater High Altitude Area
Defense (THAAD) system, valued at approximately $3.5 billion, a highly capable and wholly
defensive system that will contribute to regional stability and our interoperability. The UAE was
the first foreign government to purchase this system. Their many contributions to collective
defense and their close military ties over decades mark UAE as one of our strongest friends within
the region, deserving of our continued close engagement and tangible FMS support.

e Qatar: Qatar is taking an increasingly active role within the region, supporting operations in Libya
with both military and humanitarian aid. Qatar continues to demonstrate leadership in its foreign
policy, including spearheading an Arab League resolution suspending Syria's membership. Qatar
has placed wide-ranging sanctions on Syria in response to the Assad regime's violence against its
own citizens and has played a leading role in helping the Syrian opposition to improve its
organization and capabilities. We enjoy excellent military relations with this country that has
generously hosted several of our forward headquarters and facilities.

e Bahrain: Home to our sole main naval operating base in the Middle East, Bahrain has been an
important friend and partner for many decades, and provides key support for U.S. interests by
hosting U.S. Navy's Fifth Fleet and providing facilities for other U.S. Forces engaged in regional
security. The strong U.S.-Bahrain relationship is particularly critical in the face of the threat Iran
poses to regional stability. Over the past several years, Bahrain has faced internal challenges.
USCENTCOM works closely with others in the U.S. government to advance a message of support
for dialogue and reform in Bahrain, which will be key to ensuring the country's stability and
security. The United States supports Bahrain's National Dialogue and the government's ongoing
efforts to implement recommendations from the Bahrain Independent Commission of Inquiry
(BICI) report. We will continue to be a strong partner of Bahrain and the Bahraini people in the
years ahead.

e Oman: Oman is strategically located along the Strait of Hormuz and the Indian Ocean and has
played a steadying role and been a voice of moderation in the region for many years. We have a
shared appreciation of the situation in the Gulf and Oman provides valued perspective for
maintaining regional stability. We enjoy trusted military relations with the professional Omani
Armed Forces and we are enhancing interoperability through exercises and Foreign Military Sales.

e Jordan: In the face of intense regional pressure and internal economic crisis, Jordan endures as
one of our most dependable allies in the region. Political reform is clearly occurring even as the
spillover of Syrian refugees severely impacts a challenging economic situation. Always a leader in
the region, King Abdullah 11 continues to press forward with many political changes to strengthen
Jordan's democratic processes. On the international front, he advocates for re-energizing the
Middle East Peace. The Jordanian Armed Forces (JAF) continue to provide strong leadership and
perform admirably and professionally while stretched thin, and while continuing to deploy troops
in support of ISAF in Afghanistan. The JAF provides protection and humanitarian relief to the
tens of thousands of Syrian refugees who have fled to Jordan over the last two years. Our
continued support for Jordan, including building the capacity of the JAF, has never been more
critical. A stable and secure Jordan is a needed bulwark now more than ever.

e lraqg: Irag remains at the geo-strategic center of the Middle East. Iraq is also the fourth largest
Foreign Military Sales (FMS) partner in the region, and ninth in the world. As we work to develop
a new strategic relationship with the Iragi government, our desired end state is a sustained U.S.-
Iragi partnership in which Iraq becomes a proactive security partner with their neighbors in the
region. A shared border with Iran is a reality as is the spillover of Syria's civil war that can reignite
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sectarian violence in Iraq. Our military-to-military relationship forged in recent years is the
foundation for developing the desired strategic partnership. U.S. security assistance and FMS are
key tools for building and shaping Iraq's defense capabilities and integrating Iraqgi security forces
into the region, anchored by U.S. materiel and training. Recently convened Defense and Security
Joint Coordination Committees have helped in this regard and USCENTCOM continues
expanding security cooperation activities that deepen our military-to-military ties with Iraqg, to
include opening doors for Iragis to participate in our regional exercises. Internally today, the
security environment in Irag continues to present significant challenges, and the United States is
supporting the Government of Iraq's efforts to confront these threats. The imperfect political
processes still keep most of the tensions from creating havoc. However, persistent Arab-Kurd
tensions and increasing Sunni discontent—exacerbated by events in Syria and a sustained violent
AQI threat—diminish their regional leadership potential as well as their internal stability. Now the
world's third largest producer of oil and desirous of the needed stability for exporting its oil, Irag's
long term interests align more closely with its Arab neighbors in the GCC than with Iran. With our
persistent efforts over time, Iraq could become a partner that is both a consumer and provider of
security in the region.

e Egypt: Egypt remains one of the most important partners in the pursuit of regional peace and
stability in USCENTCOM's theater of operations. They continue to support our over-flight
permissions and Suez Canal transit courtesies and maintain a field hospital in Afghanistan in
support of the NATO campaign. The Egyptian military is also deploying peacekeeping troops in
Darfur, Sudan. The ceasefire agreement with Israel is holding and Israeli military leaders have
noted that Gaza is quieter today than it has been in years. In the Sinai, the Egyptians are taking
steps to improve security by relocating border detection equipment to counter smuggling activities
and establishing a National Agency for Development and Reconstruction. Further, their military
has created quick response forces to improve security for the Multinational Force and Observers
Force stationed in the Sinai, which includes around 600 U.S. troops. The political situation
remains fluid thus heightening the potential for further changes, and this dynamic could place
strains on the network of relations between Egypt and its neighbors that have historically been
critical to the anticipation and mitigation of emergent crises. Additionally, the dire state of the
Egyptian economy remains a cause of concern and a driver of internal dissent. Our relationship
with the Egyptian senior military leadership remains on a firm footing characterized by candid and
professional discussions. Our military assistance plays a major role in protecting our interests and
is crucial to the modernization and interoperability of the Egyptian Armed Forces and
USCENTCOM endorses its continued support without conditionality.

e Yemen: In Yemen, President Hadi has made important progress implementing the GCC-sponsored
political transition agreement. He continues to exhibit sound leadership and a strong commitment
to reform. To support the Yemeni government's implementation of the agreement, we are working
closely with the Ministry of Defense to restructure and professionalize the military and security
apparatus to effectively deal with critical national security threats. The economic situation, already
degraded by a long period of unrest, remains vulnerable and poses a significant threat to stability.
The security situation remains fragile due to the threats posed by Al Qaeda in the Arabian
Peninsula (AQAP) and Iran's destabilizing activities. We continue our support to the national unity
government to reduce the opportunity for violent extremists to hold terrain, challenge the elected
government, or conduct operations against U.S. interests in the region or the homeland.

Using Arms Transfers to Build Partnerships

Arms transfers and military advisory missions have become a key aspect of the US
commitment to the region and its effort to build affordable and sustainable strategic
partnerships. While the major Western European states and China have cut their weapons
exports to the region in recent years relative to the mid-2000s, Figure 3 shows the US
increased its arms agreements with the GCC states by over eight times between 2004-
2007 and 2008-2011.
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Saudi Arabia made the most drastic increases in agreements, with a nine-fold increase in
2008-2011 versus 2004-2007. Kuwait, Oman, the UAE, and Qatar have also experienced
considerable growth in arms sales agreement with the US. Figure 4 shows similar
increases in arms deliveries.

These data show that the US commitment to the security of the Arab Gulf states has
steadily grown stronger, as the Iranian asymmetric and missile threat and the prospect of
Iranian nuclear weapons has become more threatening. The data in Figures 3 and 4 also
leave no doubt that Washington and the Southern Gulf states take Iranian threats
seriously, and are cooperating closely in building the region’s deterrent and defensive
capabilities.
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Figure 3: New Arms Transfer Agreements in Millions of Current US Dollars

120000
GCC Spending =
100000 252X inin 2008-
2011
goooo —— 15X Iranin 2004-
2007
Total New Transfer
Agreements in 60000
Million $USD
40000
20000
0 _—_j B
Bahrai | Kuwai Saudi Total
Iran Iraq n ¢ Oman | Qatar Arabia UAE | Yemen GCC
m2008-2011| 300 | 6700 | 400 | 3200 | 1700 | 1000 | 52100 | 17200 | 500 | 75600
m2004-2007| 2100 | 2300 | 500 | 1000 | 2200 100 | 23600 | 3100 | 400 | 30500




Volume I11: The Gulf and Arabian Peninsula Sept 2 2013 42

Notes: O=data less than $50 million or nil. All data are rounded to the nearest $100 million.
a. Major West European category includes France, United Kingdom, Germany, and ltaly totals as an aggregate figure.

Source: Richard F. Grimmett and Paul K. Kerr, Conventional Arms Transfers to Developing Nations, 2004-2011, Congressional
Research Service, August 24, 2012. p. 44, 45. “0” represents any value below $50 million.
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Figure 4: New Arms Deliveries in Millions of Current US Dollars
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Notes: O=data less than $50 million or nil. All data are rounded to the nearest $100 million.
a. Major West European category includes France, United Kingdom, Germany, and Italy totals as an aggregate figure.

Source: Richard F. Grimmett and Paul K. Kerr, Conventional Arms Transfers to Developing Nations, 2004-2011, Congressional
Research Service, August 24, 2012. p. 58 ,59. “0” represents any value below $50 million.
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The US has focused on helping the Southern Gulf states develop their air, naval,
asymmetric warfare, and counterterrorism capabilities. It has also helped them develop
improved missile defense capabilities, particularly in Qatar and the UAE.

Many GCC states are acquiring PAC-3 capabilities for their PATRIOT missile defense
systems. Unlike the PAC-2 variant, the PAC-3 can accommodate 16 missiles per
launcher rather than four and offers “more advanced radar and electronics systems” as
well as “*hit to kill”” capabilities, whereas the PAC-2 uses a “proximity fuse.”®® This
system can be used “against short-range ballistic missiles, large-caliber rockets, and air-
breathing threats.”®

Additionally, the US is selling Terminal High Altitude Area Defense (THAAD)
capabilities to Qatar and the UAE. THAAD - like PAC-3 - also offers “hit-to-kill”
capabilities, and is able to intercept ballistic missiles in the last segment of their flight,
but is a wide area missile defense system. The ability of the system to intercept missiles
at high altitude — including above the Earth’s atmosphere — makes it an appealing system
for the intercept of nuclear, chemical, or biological-tipped missiles.®” This system will
offer additional protection to these countries and US facilities and assets within them by
working synergistically with PATRIOT PAC-3 and Aegis systems already in the
region. ®® According to Lockheed Martin, “The system [THAAD] has a track record of
100% mission success in flight testing.”®®

In addition to missile defense developments, the US has taken steps to enhance the air
and maritime security capabilities of each friendly state to protect against threats from the
air, land, and sea.

Complimenting these efforts, the US has offered Nonproliferation, Anti-terrorism,
Demining and Related Programs (NADR) assistance to many of the most vulnerable
states to instability in the region — such as Yemen and Bahrain — as will be discussed in
greater detail later in this assessment.

The Gulf Security Dialogue (GSD) initiated by the Bush Administration has been
sustained through the Obama Administration as Washington engages the region. There
have been discussions indicating the possibility of US security guarantees or “extended
deterrence” in an effort to protect these states against Iranian threats. Such efforts could
reduce the possibility that some Gulf states would acquiesce to Iranian pressure and limit
the threat of proliferation in the event that Iran actually equips its force with nuclear
weapons.”°

All of these measures represent a US commitment to the containment and deterrence of
Iran in the Gulf — addressing the conventional and unconventional threats posed to these
states. At the same time, the US has encouraged economic, social, and political reform,
the development of energy exports, and the expansion of trade.

Dealing With the Strengths and Weaknesses of Gulf Partners

The Southern Arab Gulf states represent the key strategic bloc in the region, and one
whose ties to the US are critical to its competition with Iran and the security of world oil
flows and the global economy.



Volume I11: The Gulf and Arabian Peninsula Sept 2 2013 46

As the most powerful state on the Arabian Peninsula, Saudi Arabia maintains a larger
defense budget than any of the other countries in the region — spending almost four times
as much on defense in 2011 ($49 billion) as the next largest spender on the Peninsula, the
UAE ($12.7 billion). Saudi Arabia is estimated to have spent over two times more on
defense than Iran spent in 2012.™

The differences in size of active forces in the Gulf largely reflect the differences in
population size between the Gulf countries, with Saudi Arabia and Yemen having the
largest active forces on the Peninsula in 2013 — 233,500 and 66,700 respectively, as
reflected in Figure 5. Despite the considerable gap between the Kingdom’s defense
budget and that of Iran’s, Tehran’s active force is over twice the size of Riyadh’s, with
523,000 active personnel, compared to the Kingdom’s 233,500.”

Figure 5: Relative Active Force Sizes of the Arab Gulf States
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Source: Chart created by Robert Shelala 11 using data from: “Chapter Seven: Middle East and North Africa,” in The Military Balance ,
International Institute for Strategic Studies, 2013, 113: 1, 353-414 . p. 372, 388, 396, 399, 401, 407, 409.

Energy exports are an important factor driving national security spending for the region’s
main exporters. The Peninsula’s largest national security spending occurs in the two
countries with the highest crude oil export rates — Saudi Arabia and the UAE.” It is
believed that spending on defense will continue to rise as revenues from energy exports
also increase, at the expense of spending on social programs.” The highly socialized
economies of the Gulf states are dependent on energy export revenues to finance social
programs and create jobs for the unemployed population. The allocation of a greater
share of energy export revenue toward security could exacerbate economically-driven
social problems, possibly leading to greater internal security challenges.

Southern Gulf Alignments With the US

The US is divided from the Southern Gulf states by its different political system and
values, by its ties to Israel, and by its need to focus on other global strategic commitments
at a time it must limit its national security spending. At the same time, the US remains
committed to dealing with Iran’s actions, the violent political upheavals in the region, and
the threat of terrorism and internal extremists -- while these same forces have steadily
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pushed the Southern Gulf states towards building up their military capabilities and
creating a more effective partnership with the US, the UK, and France.

The leaders of each Southern Gulf state made this clear in the official press statement
issued after the December 2012 (33") Supreme Council meeting of the GCC. This
statement not only highlighted the Iranian threat, but indirectly challenged Iran on Syria
and any Iranian role in Yemen:

The Supreme Council reiterated its firm stance as per previous statements rejecting the Iranian
occupation of the UAE's three Islands namely: (Greater Tunb, Lesser Tunb and Abu Musa),
asserting the right to supremacy on the three islands and regional territorial waters, airspace and
continental cliff and free economic zone which form an integral and inseparable part of the United
Arab Emirates.

The Supreme Council expressed sorrow because no positive results could be reached through
communications with the Islamic Republic of Iran as to culminate in a solution for the issue of the
three UAE's islands so as to contribute into boosting the security and stability of the region.

Any acts or practices implemented by Iran on the three islands will be deemed null and void and
should not entail any change in legal or historic status of the Islands that confirm the right of
supremacy of the United Arab Emirates over its three Islands.

The Supreme Council did not rule out considering all peaceful means which could lead to
reinstating the right of the United Arab Emirates over its three islands, inviting the Islamic
Republic of Iran to respond to the UAE's efforts to solve the issue through direct negotiations or
resorting to the International Court of Justice.

The Supreme Council rejected and denounced continual Iranian interference in the GCC states'
internal affairs and urged Iran to immediately stop these practices for good and to refrain from
policies and acts that increase tension or threaten regional security and stability. The Supreme
Council emphasized the need for Iran's full compliance with the principles of good neighborliness
and mutual respect and non-intervention in internal affairs and solving disputes by peaceful means
without resorting to force or threats.

The Supreme Council asserted that the Iranian nuclear program does not only threaten regional
security and stability but also international security and stability, urging Iran to cooperate with the
International Atomic Energy Agency (the IAEA), and renewed the GCC firm stance regarding the
significant need for Iran's compliance in order to make the Middle East region, including the
Arabian Gulf region, free from weapons of mass destruction as well as from nuclear weapons,
praising international efforts aimed to solve the Iranian nuclear program through peaceful means.

The Supreme Council affirmed the right of countries, including Iran, to harnessing peaceful
nuclear energy on condition of responsibility of the operating country for the safety of its nuclear
facility whilst taking into consideration environmental safety in the large geographic region and
the need to fully comply with standards of safety and security and non-nuclear proliferation. Now
that Iran began operating the Bushehr reactor, the GCC countries urge Iran to maintain full
transparency vis-a-vis this matter and to join the agreement on nuclear safety and enforce
maximum safety standards in its facilities.

The Supreme Council reviewed latest developments on the Syrian arena, under continually
deteriorating conditions and the human suffering of the brotherly Syrian people. The Council
expressed utmost pain and grief towards continuous bloodshed and loss of innocent lives,
destruction of cities and infrastructures that necessitates a speedy political power transition. The
Council urged the international community to move seriously in order to promptly stop these
massacres and blatant violations that contradict with all heavenly commandments, international
laws and human values.

The Supreme Council asserted its support to the Syrian National Coalition which is the sole lawful
representative of the Syrian people formed in Doha in November 2012 under the kind patronage of
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His Highness Sheikh Hamad bin Khalifa the Emir of the State of Qatar and auspices of the Arab
League, urging the international community to urgently provide all sorts of humanitarian
assistance to the brotherly Syrian people who suffer from harsh living conditions.

The Supreme Council expressed its support to the mission of the UN Arab Envoy to Syria, Mr.
Lakhdar Brahimi, provided that this gains consensus from the UN Security Council especially its
permanent members, in accordance with the powers and responsibilities of the UN Security
Council in maintaining international security and stability.

... The Supreme Council was informed by King Hamad bin Isa Al Khalifa about the message he
had received from Yemeni President Abdourabou Mansour Hadi regarding accomplishment of the
GCC Initiative for Yemen's part one who thanked the GCC leaders for protecting Yemen from the
ghost of civil war and solving its problem.

The Council praised the Yemeni President's recent resolution in favor of restricting the Yemeni
Armed forces as part of the GCC Initiative and its executive mechanism in a key step aimed to
boost security and stability in Yemen.

The Supreme Council looks forward to Yemen's implementation of the second phase of the GCC
Imitative for Yemen after convening the national dialogue with participation from all segments of
the Yemeni people and their concurring on what is in the best interest of Yemen and its unity,
security and stability.

The Supreme Council reiterated its previous resolutions and firm stances vis-a-vis Iran in terms of
respecting its territorial integrity and independence, urging lIragq to comply with UN resolutions
regarding its borders and pending issues with the State of Kuwait.

A later press release on a press conference by Shaikh Khalid bin Ahmed Al Khalifa,
Minister of Foreign Affairs of the Kingdom of Bahrain and Dr. Abdullatif bin Rashid Al-
Zayani, Secretary General of the GCC, reported that; ™

"The efforts to communicate with the Islamic Republic of Iran have not stopped and will not stop
and relations with it always passes stages and there are things which we disagree with Iran. GCC
is keen to put its relationship with Iran in the correct path without allowing to any party to
intervene in the affairs of the other party and not endanger the region, whether to the danger of
violence, of environment or that of war or to the threat of nuclear reactors, even in situations of
peace, and news about the danger of nuclear reactors was circulated and that was clarified for the
Islamic Republic.'

...He also said 'We want a radical solution ending the tragedy of the Syrian people,'.

...On the issue of Yemen, Dr. Al-Zayani said that the GCC member States support Yemen's
stability and they have had their efforts through the GCC initiative, and that the amount collected
was eight billion, of which most of it came from the GCC member States and we are optimistic
about the situation in Yemen for our confidence in the wisdom of the Yemeni brothers.

Also, the Bahraini Foreign Minister explained that the GCC efforts in resolving the issue of the
occupied islands of the United Arab Emirates (UAE) are still going on and our stance is solid
towards it and they are UAE islands occupied by Iranian forces and must be returned to the UAE
either through negotiations or arbitration, and that any action carried out by Iran on these islands
won't result in any legal interest in Iran's favor and we support all the UAE steps in this regard.

...On the assessment of Russian efforts to resolve the Syrian crisis, the Foreign Minister of
Bahrain stressed that Russia's role is an important role, and that there is a dialogue between the
GCC countries and Russia, and work is going on to remove any misunderstanding between the
two sides.

Concerning the negotiations between the 'Five Plus One' group and Iran on the latter's nuclear
program, Sheikh Khalid Al Khalifa said that 'if the talks are about the region, we are the region,
and we need to know hidden things.'
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On the nuclear negotiations, Sheikh Al Khalifa wished them success and that the two sides may
reach an agreement to spare the region the scourges. In this regard, he also said that 'If you look at
the language of the final statement issued earlier today by the summit, you will find a new
language added to it, we want the Iranian program to be transparent and clear after international
news on some of its risks.'

Answering a question on the Iraqi situation, the Foreign Minister of Bahrain said “Ties
with Irag included in the final statement, and the relationship should be strong and the
situation in Irag now is not the optimal one.” Since that time, upheavals in Egypt,
instability in Yemen, the intensity and regional impact of the Syrian civil war, and the
renewed rise of violence in Iraq have all reinforced the need for cooperation within the
GCC, greater strategic and military unity, and the need for more effective cooperation
and interoperability with the United States and partners like Britain and France.
Unfortunately, the GCC states have made only slow progress in acting on their words.

The Impact of the Divisions Between the Arab Gulf States

The long series of tensions between the Southern Gulf states and Iran — beginning with
the Iran-lIrag War and now shaping the growing tensions over Iran’s nuclear efforts and
growing asymmetric threat in the Gulf — have made it clear to Southern Gulf capitals that
security cooperation with the US is necessary to ensure national security, whether it be
protecting tankers transiting the Gulf, or repelling an Iragi invasion — as was the case for
Kuwait and Saudi Arabia.

The growing partnership between the US and the Southern Gulf states has improved the
combined ability of the US and these states to both deter and defend against any threat in
the region. At the same time, the tensions between the Arab Gulf states impose important
limitations that have restricted the effectiveness of the GCC, its military integration, and
its level of interoperability. These problems are created by nationalism, divisions between
the Arab Gulf states, and by the fact that the smaller states fear Saudi dominance:

e Bahrain: Bahrain is closely tied to Saudi Arabia, and is the headquarters of the US Fifth Fleet. It
sees Iran as a major source of its current Shia and Sunni tensions. There is still some residual
tension with Qatar over past disputes over the waters and reefs between them, and the fact that the
Qatari ruling Al Thani family seized the Peninsula in the mid-1800s from the Bahraini Al-Khalifa
royal family after the Al-Khalifa’s had occupied Bahrain.

o Kuwait: Kuwait was the key country leading to US intervention in the Iran-Iraq War in 1987-1988
— after the US agreed to reflag Kuwaiti tankers being attacked by Iran. It has been closely tied to
the US since the Iragi invasion of Kuwait in 1990, and provided assistance for the invasion of Irag.
Kuwait maintains close cooperation with the US with major basing and prepositioning facilities
since 2002, when the US prepared for the invasion of Irag. Kuwait’s security concerns focused on
the threat from Iraq until 2003, and Kuwait is careful to avoid provoking Iran when possible.
There is a legacy of Kuwaiti-Saudi tension from the period in which Kuwait was the more
developed state. Kuwait is partly divided from Saudi Arabia by a Neutral Zone, but there is no
evidence of serious tension over management of the zone, and all boundary, offshore, and island
issues seem to have been resolved well over a decade ago.

e Oman: Oman plays a key strategic role in Gulf security because of its location on the Strait of
Hormuz, at the entrance to the Gulf, and with access to the Gulf of Oman and the Indian Ocean. It
has a long history of low-level tension with Saudi Arabia over past border disputes, the Omani
search for an increased role in GCC and aid for its forces, and Oman’s desire to avoid Saudi
domination of the GCC. Oman had some past tension with UAE over maritime boundaries. It
offers the US contingency bases and prepositioning facilities, and Oman has close security ties to
the UK. Muscat has tried to maintain correct and “friendly” relations with Iran — which sits across
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from Oman at the Strain of Hormuz, but has been careful to assert its sovereignty and avoid any
Iranian interference.

e Qatar: Qatar is a key partner of the US. It hosts the US Combined Air Operations Center (CAOC),
and provides air basing and prepositioning facilities. Qatar shares the same interpretation of Islam
as Saudi Arabia, but there is a history of border disputes with Saudi Arabia which seemed to be
resolved in 2001, along with its border disputes with Bahrain, but have led to some discussion of
border revisions between Qatar, Saudi Arabia, and the UAE.

There was ongoing tension existed between Saudi Arabia, Abu Dhabi and Qatar’s ruler — Amir
Hamad bin Khalifa Al Thani. Amir Hamad overthrew his father in a bloodless coup in 1995 and
then felt Saudi Arabia and the UAE supported a failed countercoup attempt by his father. The
Amir and his brother, the Foreign Minister and Prime Minister Sheikh Hamad bin Jassim al-Thani
often took positions that challenged or disagreed with Saudi Arabia.

This situation may have changed, however, in late June 2013. Amir Hamad gave up the throne and
made his son, Sheikh Tamim bin Hamad al-Thani, the new Amir. Amir Tamin replaced Foreign
Minister and Prime Minister Sheikh Hamad bin Jassim al-Thani, and supported Saudi Arabia and
the UAE in support the Egyptian Army’s overthrow of Morsi in Egypt.

Amir Tamin did make it clear in his first speech, however, that. “We don't take direction (from
anyone) and this independent behavior is one of the established facts"...As Arabs we reject
splitting countries on a sectarian basis... and because this split allows for foreign powers to
interfere in the internal affairs of Arabs and influence them...We are a coherent state, not a
political party, and therefore we seek to keep relationships with all governments and states...We
respect all the influential and active political trends in the region, but we are not affiliated with one
trend against the other. We are Muslims and Arabs who respect diversity of sects and respect all
religions in our countries and outside of them.""”’

Both Qatar and Saudi Arabia supported the rebel side in the Syrian civil war, but Qatar supported
more hardline Islamist elements while Saudi Arabia supported more moderate factions. Qatar
supported the Muslim Brotherhood in Egypt, opposed the Egyptian military’s overthrow of
President Morsi’s government, and backed some elements of Muslim Brotherhood-linked entities
in Syria. Saudi Arabia, the UAE, and Kuwait strongly backed the Egyptian military in
overthrowing Morsi and provided some $12 billion in aid — opposing both Qatar and the US which
had pressed the military reach some settlement with Morsi, avoid civil violence and repression,
and move quick towards elections. These differences have led to quiet rifts within the GCC,
creating challenges for the US as it works to build consensus on regional issues.

e Saudi Arabia: Saudi Arabia is the largest power by far in the Southern Gulf and the only GCC
state large enough to have great strategic depth. It has been a key security partner of the US since
World War |1, and was the co-commander with the US and leader of the Arab forces in the
coalition that liberated Kuwait in 1990-1991. Saudi Arabia no longer provides basing facilities to
the US, but provided quiet support to the US during its invasion of Iraq in 2003; has strong US
advisory teams for its military, National Guard, and internal security forces; and has bought
massive numbers of arms transfers from the US. Saudi Arabia has sought correct and “friendly”
relations with Iran, but has long challenged any Iranian effort to lead the Gulf.

The Kingdom has leveraged its power as well as the ambiguity of border demarcations to
influence energy developments in the region. It is reported to have initially voiced opposition to
the Dolphin natural gas pipeline, which links Qatar and the UAE. Though that opposition was
eventually lifted, Riyadh blocked efforts by Qatar to develop a pipeline with Kuwait. " Such issues
jeopardize Gulf unity and underscore the need for increased cooperation through the GCC to
formalize borders and cooperatively address energy issues.

e UAE: The UAE has become the most effective military force in the GCC, and now cooperates
closely with the US in its military development and security affairs in the Gulf. Like Qatar, it is
one of the two states now buying THAAD missile defenses, and has played an overt role in
supporting insurgents in Libya and Sunni forces in Syria. The Emirates have been divided in the
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past in dealing with Iran; Dubai is a key transshipment and training partner with Iran, but Abu
Dhabi and Sharjah have long led the GCC-wide challenge to Iran’s control of Abu Musa and the
Tunbs — islands the Shah seized from Sharjah during British withdrawal from the Gulf and which
Iran later fully occupied. At present, the UAE seems united in resisting Iran. There is some tension
with Saudi Arabia over Saudi efforts to lead the GCC, and some low-level comments about
reopening past border issues.

e Yemen: Yemen has long been the most troubled and poorest Gulf state, lacking significant
petroleum resources, and built on an uncertain unity between what was once North Yemen or the
Yemeni Arab Republic (YAR) and South Yemen or the People’s Democratic Republic of Yemen
(PDRY). Both states were affected by war — the YAR by a civil war, and an Egyptian invasion
that marked the first use of poison gas since the end of World War Il and the PDRY by constant
internal power struggles and its support of the Dhofar rebellion in Oman. Unity came only after
the internal collapse of the PDRY and a low-level conflict between northern and southern factions.
A failed central government, a failed economy, massive population growth, tribal and sectarian
differences, and shortages in water have left Yemen under uncertain central control, brought Saudi
Arabia to intervene in the northwest border area, and have made Yemen the key source of
instability in the Arabian Peninsula.

The Gulf Cooperation Council (GCC) and Moves Towards
Federation and Unity

Progress in the modern military history of the Southern Gulf has to some extent been the
history of bilateral and multilateral efforts to break out of these divisions and create a
stable regional power structure that produces more effective political and economic
cooperation, more internal stability and security, and an effective military alliance that
can deter and defend against outside threats.

Movements Towards Enhanced Cooperation

Six of the Southern Gulf states — Bahrain, Kuwait, Oman, Qatar, Saudi Arabia, and the
UAE - established the GCC in Abu Dhabi on May 25, 1981. They did so at a time when
they faced several emerging threats from Iran. The Iran-lraqg War was intensifying, and
the Gulf states backed Saddam Hussein in his fight against Iran. Additionally, the 1979
revolution in Iran threatened to mobilize Shia throughout the Gulf against their Sunni
governments.®

The GCC was designed to enhance political, social, economic, and security cooperation,
and to serve, “... as a mechanism for resolving internal political and economic issues and
coordinating multilateral security cooperation.”® Its individual members have steadily
expanded their military forces, far outpacing Iran in military expenditures, arms transfers,
and force modernization. It has great potential for such cooperation, and in 2012, it had a
total population of some 45.9 million, a total GDP of $1.37 trillion (rising from $207.7
billion in 1990 and $375.5 billion in 2000), and an average GDP per capita of $39,900.%*

They have made limited progress in security cooperation in spite of their internal
divisions. Once such effort was the creation of a Peninsula (Jazeera) Shield Force, which
was formed in 1984, and is described as a “collective defence force” under the GCC.% It
was established after Iran went on the offensive in the Iran-lraq War. The force had
serious political and military limitations that ensured it had only token value during the
effort to liberate Kuwait.
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It has, however, provided the shell for more recent collective security action. It was the
cover for the force contingents from Saudi Arabia, the UAE, and Qatar, as well as the
Kuwaiti Navy deployed to help Bahrain deal with its political upheavals in 2011.3 It was
expanded to a nominal strength of nearly 40,000 in 2002-2003. It continues to be based at
King Khalid Military City in Saudi Arabia, near Hafar al Batin. In practice, however, its
readiness remains low and much of its assigned strength is missing or remains in its
parent country.

Other security initiatives have included the “‘Belt of Cooperation’ air space monitoring
network” and a 2004 agreement on “intelligence-sharing.”® Neither has made the needed
levels of progress, but they have helped lay the groundwork for further cooperation.

The GCC has also made progress in economic internal security. It launched a common
market in 2008, and has considered establishing a common currency. A customs union
was launched in 2003, but has reportedly made only a marginal impact.?® It also has
slowly improved cooperation in intelligence and counterterrorism through a network of
different committees and coordinating bodies and the sharing of intelligence and security
data.

The GCC is also expanding. Yemen has become associated with some GCC institutions
and is tentatively seeking membership in 2015. Jordan requested to join the GCC in 1986,
and its request was accepted in May 2011. Morocco was invited to join — sending
ministers to the GCC for the first time in September 2011.

GCC Relations with the US

The US has strongly encouraged such moves as a way of strengthening regional security
and stability. The GCC and Washington established a Gulf Security Dialogue (GSD) in
2006. This initiative was based on developing GCC member militaries as well as
addressing sensitive issues like the Arab-Israeli conflict, terrorism, proliferation, Iraqi
security, and building “interoperability” between regional defense forces.®’

High-level interactions take place at the assistant secretary level of the State and Defense
Departments, with lower-level interactions involving the same agencies as well as the
National Security Council, US CENTCOM, and the Joint Staff. The US has used the
dialogue to help the Gulf states build the means to defend themselves, as well as to
protect energy industry assets in the region.®

More recent US-GCC interactions have been focused on security issues like developing a
Gulf missile defense system to protect the region against missile attacks from Iran.
According to former US Secretary of State Hillary Clinton: *
We can do even more to defend the Gulf through cooperation on ballistic missile defense...
Sometimes to defend one nation effectively you might need a radar system in a neighboring

nation...But it’s the cooperation — it what they call ‘interoperability’ — that we now need to really
roll up our sleeves and get to work on.

This initiative has helped lead to the sale of THAAD and PATRIOT systems from the US
to GCC states, launching an X-band radar in Qatar, and the development of command,
control, and communications (C3) capabilities within the GCC.*°

In its 2013 Posture Statement, USCENTCOM emphasizes Washington’s engagement
with the GCC on a number of different security initiatives:**
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By deepening strategic ties with the Gulf and improving the capability of the GCC states through
multilateral exercises, security assistance and training, regional stability is appropriately shown to be
an international responsibility. The U.S. will continue to promote the capabilities of GCC partners in
such missions as missile defense, maritime security, critical infrastructure protection and development
of a common operating picture that allows us to work smoothly together when necessary.

During the past year, we have seen significant progress in our military relationship with countries of
the GCC. ... [W]e have worked to enhance and deepen Ballistic Missile Defense cooperation in
response to the proliferation of these weapons. We continue to emphasize U.S.-GCC multilateral
exercises, such as our successful International Mine Countermeasure Exercise, which included
participants from over 30 countries from five continents in 2012, and our Proliferation Security
Initiative (PSI) exercise LEADING EDGE 2013 ably hosted by UAE. The Gulf States have
demonstrated the willingness to work with one another and with international partners to counter
malign influence in the region and ensure freedom of commerce—a critical international issue in terms
of the global economy. Interoperability in this framework improves U.S. defense-in-depth and our own
capabilities become more robust by supporting partner capacity and working by, with and through the
GCC.

GCC Relations with Iran

The GCC was conceived largely in response to the perceived threat from a post-
revolutionary Iranian policy in the Gulf. Since then, Iran has consistently been a central
issue shaping the actions of the council. The containment of Iran has been a continuing
priority of the GCC since the decade following the Iran-Irag and Gulf Wars, and the GCC
currently seeks to build its defensive capabilities to protect the peninsula against Iran’s
missile threats and unconventional forces in the Gulf. *?

The GCC did seek to deepen economic engagement with Iran. A free trade agreement
with the Islamic Republic was considered in 2008, but rising tensions with Iran have
since effectively blocked progress in such areas.*

The GCC is now united in expressing concern about Iran’s actions in dealing with Abu
Musa and the Tunbs, its buildup of asymmetric forces in the Gulf and threats to close the
Strait of Hormuz, and the Iranian nuclear program and possible implications this could
have on regional security. However, the members of the GCC remain cautious about any
form of military engagement with Iran, and publically advocate a political rather than
military solution to the nuclear dispute.**

These GCC concerns over the Iranian nuclear program include concerns over the
presence of nuclear facilities along the coastline of the Persian Gulf — particularly the
Bushehr reactor — and the implications an accident could have on regional security.®
According to Bahrain’s State Minister for Foreign Affairs, Ganem Al Buainain: *
The GCC countries have stated that they do not appreciate the existence of nuclear plants on the
shores of the Gulf [even] if they are for peaceful purposes... They do represent a threat to the
people of the region if there is a leak. This threat is not confined to the GCC people, but also to the

Iranians themselves living on the eastern shore of the Arabian Gulf. This matter does deserve
greater attention.

Tensions between the GCC and Iran grew in spring 2011 as the GCC issued a
communiqué criticizing Iran, and deployed the Peninsula Shield Force to Bahrain. On
April 20, 2011, the GCC and the EU issued a joint communiqué that alluded to the
Bahrain and Yemen issues without directly mentioning them — calling for Iran “to cease
interfering in the internal affairs of GCC Member States and other countries in the
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region.”%” At the same time, the GCC continued to challenge Iranian claims to the Tunbs
and Abu Musa, turning the disputes into multilateral issues that gave the Arab states far
greater leverage over Iran.

The statement encouraged Tehran “...to fully comply with the relevant resolutions
adopted by [the] UNSC and the IAEA and recalled their commitment to the full
implementation of relevant UNSC resolutions,” while also calling for diplomacy with
Iran on its nuclear endeavors.®

This GCC communiqué and statements about Iranian involvement in Bahrain and Yemen
prompted numerous harsh responses from Iranian figures against the GCC:

e “The recent statement of the PGCC contains repetitive words that are always uttered to delight
their friends and themselves... They are errand boys of the Americans.” —Hassan Kamran,
National Security and Foreign Policy Commission, Iranian Parliament, published April 5, 2011.%

e “They have always sought to show Iran as an anti-security element... They attempt to accuse Iran
of meddling in the regional countries’ affairs, while all these protests are self-driven and the result
of cruelty of tyrant rulers against the oppressed people.” —Daryoush Qanbari, Rapporteur, Iranian
parliament minority faction, published April 10, 2011

o  “While military forces of some countries are Killing defenseless men and women, PGCC claims
that Iran interferes in other countries’ internal affairs.” —Ramin Mehman-Parast, Spokesman,
Iranian Foreign Ministry, published April 20, 2011.°*

e “The PGCC is searching for foreign elements in vain since a change and an evolution has
happened among the people and they are protesting and expect their voices to be heard... There is
no foreign element in this movement.... Two years ago Yemeni President Ali Abdullah Saleh
similarly accused Iran and others of having a hand in the developments in his country, but could
they find even a single Iranian or foreign national in the demonstrations of hundreds of thousands
of the Yemmzeni people.” —Manouchehr Mottaki, Former Iranian Foreign Minister, published May
16, 2011.

e “Unfortunately, certain (countries), under the influence of the hegemonic powers’ media outlines
[sic] and without taking the regional nations’ interests into consideration, are creating a
commotion about the Islamic Republic of Iran and causing misunderstanding among regional
nations, a move which will negatively affect regional relations and undermine stability and
security.”m—aRamin Mehman-Parast, Spokesman, Iranian Foreign Ministry, published September
13, 2011.

Relations between the GCC and Iran remain tense. The December 2011 meeting of the
GCC Supreme Council used stronger rhetoric to address Iranian interference in the region
and reportedly “demanded Iran to desist from such policies and practices,” while also
pressing Iran to work with the IAEA on its nuclear program.*®*

A GCC Ministerial meeting in April 2012 produced a communiqué that strongly
criticized President Ahmadinejad’s trip to the disputed island Abu Musa. The
communiqué stated, “[a]ny aggression on the sovereignty or interference in the internal
affairs of a member country would be considered as an attack on all member countries
and interference in their affairs.”'%°

The Syrian Civil War also continues to be a point of division between the GCC and Iran,
with both parties supporting opposing sides in the conflict. While Iran has provided
military and political support to the Syrian regime, Saudi Arabia and Qatar have provided
support to the opposition, and the GCC as a whole now considers the National Coalition
of Syrian Revolutionary and Opposition Forces as the official representation of Syria.'*
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Movements Towards Greater Unity and “Federation”

The upheavals in the region and the Arab world have led the GCC to explore forming a
GCC political union. In late 2011, King Abdullah of Saudi Arabia called on the formation
of a union of Gulf states. Saudi Arabia and Bahrain remain the most vocal proponents of
the plan, while other GCC states are not prepared to commit at this point to a union.'*’

The GCC is also examining ways to create more integrated and interoperable forces. The
growing threat from Iran has led the GCC to place far more emphasis on such enhanced
military cooperation. Saudi Arabia has pressed for rapid progress since the GCC
ministerial at the end of 2011, and the GCC states agreed to seek added cooperation in
some form of federation in March 2012.

A press release issued by Shaikh Khalid bin Ahmed Al Khalifa, Minister of Foreign
Affairs of the Kingdom of Bahrain and Dr. Abdullatif bin Rashid Al-Zayani, Secretary
General of the GCC member states, after the December 2012 GCC Summit meeting
stated that:'%®

On the schedule for the creation of the GCC union, the Foreign Minister of Bahrain explained that
the march began in the previous summit in Riyadh and that there is a group working to develop a
perception which has been emphasized in Manama summit and that will be announced in due
course after the completion of it in a special summit in Riyadh.

... Answering a question about a GCC joint defense system, the Bahraini Minister of Foreign
Affairs said 'The GCC Legion put forward previously by Sultan Qaboos bin Said of Oman and by
the Custodian of the Two Holy Mosques King Abdullah bin Abdulaziz Al Saud in the past, and
we have a joint defensive coordination and the Peninsula Shield will not be canceled and it is a
fundamental element in the GCC joint defense action.'

For his part, the GCC Secretary General commented on the same question by saying that "This
issue is relating to the common defense and its mechanisms and methods will be defined.'

With respect to the security agreement, Dr. Abdullatif Al-Zayani said 'The agreement was called
the amended security agreement and it was amended to comply with the constitutions and
regulations in the GCC member countries. This amended agreement included follow-up and
exchange of information on offenders, criminals and the ability to deal with crises and disasters,
and forged a mechanism to deal with situations such as rescue, extradition mechanism and to
create a network for the exchange of information.'

A separate report on the final Ministerial statement issued after the meeting noted that;**
The Supreme Council endorsed resolutions by the joint defense council and blessed the creation of
a unified military command for coordination, planning and leadership of the dedicated and
additional ground, naval and air forces, and the decision to approve the treatment of employees of
the armed forces and their families in the GCC countries, who are sent on official tasks or
participate in training courses in the Member States in military hospitals.

The Supreme Council also approved the security agreement of the GCC countries, as amended and
signed by their Highnesses and Excellencies the Ministers of Interior in their 31st meeting on
November 13, 2012, stressing the importance of intensifying cooperation in particular with respect
to the exchange of information among security agencies in the Member States.

The Supreme Council asserted the firm positions of Member States to renounce terrorism and
extremism in all its forms and manifestations, whatever the motives and justifications, and
whatever its source.

It condemned the outrageous terrorist bombings that occurred recently in the city of Manama,
Bahrain, and killed a number of innocent people, praising the constructive role of the Government
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of Bahrain and its comprehensive dealing with events, stressing full solidarity with Bahrain in its
efforts to maintain its national unity and consolidate security and stability.

The Supreme Council welcomed the opening of the International Excellence Center for Curbing
Violent Extremism (Hidayah) in Abu Dhabi where experts and expertise are pooled from various
countries in order to combat all sorts and phenomena of violent extremism.

Nevertheless, there have been no announcements of tangible steps to follow-up on these
policy statements, of better institutions within the GCC, or a better focus on the missions
the GCC needs to give the highest priority. Security cooperation between GCC states still
lags badly because of the remaining tensions between Southern Gulf regimes, and each
state’s military forces now cooperate more effectively with the US commands in the
region than at the GCC level.

Iranian Interests in the Gulf

The Gulf region is Iran’s key focus in foreign policy and national security, and is seen as
the Iranian regime’s “foremost strategic priority” by experts like Ray Takeyh.'® Exerting
power and influence over the broader Gulf region has been an important part of Iran’s
present and past.*'* Contemporary examples can be found in Iran’s claims to the Tunbs
and Abu Musa islands off the coast of the UAE, as well as official rhetoric about Iran’s
claims to Bahrain (discussed in greater detail in the UAE and Bahrain sections,
respectively).

Since the start of Iran’s Islamic Revolution, Iran has perceived the Gulf regimes as
illegitimate, although such claims have become less public and strident with time.
Ayatollah Khomeini initially expressed his desire for similar revolutions to be carried out
in the Gulf — a key factor triggering Iraq’s initial invasion of Iran and leading to tensions
between Iran and Saudi Arabia, as discussed in the Saudi Arabia section. Iran soon found,
however, that any overt effort to claim religious leadership and undermine the Gulf states
left it isolated during the Iran-Irag War, and that there was little support for its religious
claims outside Syria and Lebanon. Most of the demands of the Shia in the Arab Gulf
were driven more by self-interests than any support for Iran’s revolution and concept of a
Supreme Leader, and Arab Sunni governments responded aggressively against the
uprisings.**?

Following Iran’s defeat in the Iran-lraq War, the first decade of the Islamic Republic, and
the death of Khomeini, Iran pursued less aggressive policies under the leadership of a
new Supreme Leader, Ayatollah Khamenei. During the presidency of Akbar Hashemi
Rafsanjani, Iran became more willing to engage the Gulf states it had demonized during
the first decade of the Islamic Republic, though this did not change Iran’s policies
towards the US or halt its regional ambitions.**?

During the presidency of Mohammad Khatami, Tehran remained critical of Washington’s
security ties to the Gulf states, yet showed a willingness to continue to engage them at the
political and economic levels despite the conflicting relationships — a policy known as the
“Good Neighbor” initiative. This policy was pursued with the support of the Ayatollah
Khamenei — a critical development in an Iran where the Supreme Leader and not the
president controls religious orthodoxy, the armed forces, the security and intelligence
services, the justice system, and the media.***
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The development of Iranian asymmetric forces and nuclear and missile capabilities; the
growing instability in Bahrain; and tensions over Iran’s role in Irag, Syria, Lebanon, and
Yemen have all increased tensions between the Gulf states and Iran. So have other
regional and extra-regional issues:

e US Security Ties to the Gulf: The high level of military cooperation between the US and the
states on the Arabian Peninsula is of great concern to Iran’s leadership. The presence of US
Central Command (US CENTCOM) facilities in Qatar, the US Navy Fifth Fleet in Bahrain, and
the positioning of US Air Force aircraft and landing facilities throughout the region — while
deemed necessary by the leadership of the Gulf states — has caused increasing unease in Tehran.
The US military assets in the region — to say nothing of the vast airpower and missile defense
capabilities of the GCC states, particularly Saudi Arabia — could easily be employed against Iran
and its military in the event of an escalation. US military cooperation is discussed in greater
detail in each of the respective country sections.

e Gulf State Policies Toward Shia: Iran employs a broad strategy of providing support to Shia
populations in the Middle East and Central Asia, and exploits any tensions between them and
their Sunni leadership. This affects Iranian support of Shia in Pakistan, the Hazara in
Afghanistan, and Shia throughout the Arab world. It affects Iranian relations with the Shia in
Irag, Alawites in Syria, Hezbollah in Lebanon, and Shia populations in the Gulf. Arab Gulf
leaders believe Iran is linked to the Shia uprising in Bahrain, the Shia Houthi insurgency in
Yemen, and Sunni-Shia tensions in Saudi Arabia and Kuwait. Such support would put pressure
on regimes that are in close economic, political, and security cooperation with the US. However,
as was discussed above, there are real limits to the ability of Iran to engage these states for the
purposes of advancing Iranian foreign policy interests.

e Syrian Civil War: While Iran has firmly backed the regime of Bashar al-Assad and has provided
military assistance and deployed the IRGC Quds Force to Syria to protect the regime, the states
of the Arabian Peninsula have displayed considerable support to the anti-Assad Syrian rebels.
Saudi Arabia, Qatar, and the UAE are reported to have provided assistance to the rebels. Qatar
hosted a critical conference in fall 2012 that brought together opposition factions. This
conference proved important in establishing the Syrian National Initiative, and the entire GCC
considers the new National Coalition for the Forces of the Syrian Revolution and Opposition to
be ““the legitimate representative of the brotherly Syrian people.””**®

These tensions are likely to continue to grow more intense as the US enhances its military
assistance ties in the Gulf, as the instability in Bahrain and Yemen becomes more intense,
as Iran increases its asymmetric warfare and missile forces in the Gulf, as Iran moves
closer to a nuclear weapons breakout capability, as Sunni and Shia tensions rise in Iraq,
and as the Syrian Civil War polarizes Iran’s support of Assad and Alawites and the Arab
states’ support of Sunni insurgents.

Simultaneously, tensions have continued to rise between Washington and Tehran over the
Iranian nuclear program and Iran’s lack of cooperation with the International Atomic
Energy Agency (IAEA) regarding allegations of experimentation towards the creation of
a nuclear bomb.™® This — coupled with Iran’s reluctance to reach an agreement with the
Five Permanent Members of the UN Security Council and Germany (P5+1) -
exacerbated regional tensions.

Internal Dynamics Affecting US and Iranian Competition

So far, Bahrain and Yemen are the only Southern Gulf states that have been seriously
affected by the broader patterns of unrest in the Arab world, and both have been able to
limit the impact of these upheavals. The US partnership with the Southern Gulf states is,
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however, subject to many of the same internal pressures in each Southern Gulf state that
had led to major crises in Egypt, Libya, and Tunisia and affects every state in the region.
These pressures do not necessarily make this partnership unstable, but they do need to be
considered in detail, and it is important to note that the mix of such pressures differ
sharply between one state and another.

Demographic Trends and Tensions

More broadly, both military threats and terrorist threat interact with the other threats the
Arab Gulf states face to their security and stability. The Arabian Peninsula states face
internal challenges in demographics, economics, and natural resources that influence the
politics of each state, and as well as how they deal with Iran and terrorism.

The data involved are often uncertain, differ from source to source, and are sometimes
dated. Nevertheless, most sources agree that demographic pressure is a major problem in
many Arab Gulf states, as it is throughout the Middle East.

e The population trends in the Gulf Arab states are summarized in Figure 6, and are shown in detail
in Figure 7. They reflect massive growth in Iran, Irag, Saudi Arabia, and Yemen that later figures
show has sharply limited per capita income, even in states with high total petroleum export
earnings.

e Figure 8 shows this population pressure has created an extremely young population in some Gulf
states that puts heavy pressure on infrastructure, education and medical services, and economies
with limited job creation outside the government sector. While population growth rates are
dropping, this will be a continuing problem in Gulf states through 2050.

e Figure 9 shows that productivity is limited by low rates of female employment at a time when
women are increasingly well educated, and now graduate from secondary school and university in
higher percentages than males in countries like Saudi Arabia.

e At the same time, Figure 10 shows the massive dependence some Gulf states have on foreign
labor — a factor that has sharply affected the work ethic of native males, raised local
unemployment in some cases, and leads to a substantial cash flow out of the country in the form of
remittances. Oil wealth and broader economic growth in the Gulf has led to a large inflow of
foreign labor. The largest expatriate population is in the UAE, where roughly 74-80% of the total
population is foreign. The UAE is not alone in having over half of its population consist of
foreigners; Kuwait (50-63%) has a high number of foreigners and one estimate shows Oman (19-
62%) as having a majority population of expatriates.

All of the Arab Gulf states experienced substantial population growth during the 20"
century, particularly from the 1970s into the 1980s as they developed their societies and
economies, attracting foreign labor. The most striking population growth has been in
Saudi Arabia and Yemen — whose populations are expected to grow by roughly 56% and
95% respectively between 2010 and 2050. The UAE has also seen considerable
population growth since the 1970s (Figure 6), driven by the country’s strong economy
(second highest GDP and GDP per capita on the peninsula, as shown later in Figure 18)
and high rates of migration.
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Figure 6: Population Trends in the Arabian Peninsula — 1950-2050
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Figure 7 Demographic Pressure on the Gulf States: 1950-2050
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Figure 8: Percentage of Population 15-24 Years of Age (In 1,000s)
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Figure 9 Female Participation in the Labor Force
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Figure 10 Dependence on Foreign Labor in Arab Gulf States
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Sectarian, Ethnic, Tribal, and Regional Divisions

Sectarian, ethnic, tribal, and regional divisions are further sources of tension affecting the
Southern Gulf states as well as the other states in the region. The data on such divisions is
again highly uncertain, but Figures 11 and 12 provide illustrative data as to the size of
such pressures, and how they interact with dependence on foreign labor.

The most significant factor illustrated by Figures 11 and 12 that affects US and Iranian
competition is the size of the Shia community in each Arab state. These sectarian
divisions have a history of violence and tension that have divided the Sunni and Shia
communities since shortly after the death of the Prophet Mohammed, and the links
between Iran — a Shia state — and the Shia communities in the Gulf states have been a
concern of Sunni governments since the Iranian Revolution.

As Figure 12 indicates, the Shia constitute a larger proportion of the population in
Bahrain (55-75%) than anywhere else in the region, followed by Yemen (35-40%),
Kuwait (15-25%), and Saudi Arabia (7-15%).

It should be noted that no official sect based census has been conducted for any of these
figures. Many of the Shia/Sunni figures vary from one source to the other, while GCC
officials claim Western figures to be highly exaggerated. For instance, the last sect based
census conducted in Bahrain was held in 1941. Justin Gengler, a Fulbright Scholar, who
conducted a mass political survey of Bahrainis in 2009, concludes that the Shia
population is 57.6%."" Another issue arises with the total population figures themselves:
population estimates in the GCC that are used by international and regional organizations
have been found to differ by as much as 25 percent or more from the best
official/authoritative estimates, which results in serious distorted socio-economic
indicators.*'®

All four of these countries have Sunni governments, and Saudi Arabia and Yemen have
the lowest per capita GDP rates on the peninsula (Bahrain is ranked in the middle,) as
displayed in Figure 18. All four of these governments have been particularly cautious
about their Shia populations, and all share a history of violent tension with Iran. With the
exception of Kuwait — the wealthiest country per capita of the four — all of these states
face internal Shia unrest with alleged Iranian involvement. At the same time, many of the
comparisons shown earlier reveal less stress in the Southern Gulf states than similar
figures for the countries that have already had major political upheavals, namely Egypt,
Libya, Tunisia, and Yemen. It is also important to note that Iran had equally bad or worse
figures than the Southern Gulf states even before strict sanctions began to go into effect
in 2012,
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Figure 11: Key Ethnic and Sectarian Differences by Country: Gulf

Bahrain

Ethnicity: Population 1,195,020; includes 610,332 non-nationals and 584,688 nationals (2011 est.)
Religion: Muslim (Shia and Sunni — no break out) 81.2%, Christian 9%, other 9.8% (2001 census)
Language: Arabic (official), English, Farsi, Urdu.

Iran

Ethnicity: Persian 51%, Azeri 24%, Gilaki and Mazandarani 8%, Kurd 7%, Arab 3%, Lur 2%, Baloch 2%,
Turkmen 2%, other 1%

Religion: Muslim 98% (Shia 89%, Sunni 9%), other (includes Zoroastrian, Jewish, Christian, and Baha'i)
2%

Language: Persian and Persian dialects 58%, Turkic and Turkic dialects 26%, Kurdish 9%, Luri 2%,
Balochi 1%, Arabic 1%, Turkish 1%, other 2%.

Iraq
Ethnicity: Arab 75%-80%, Kurdish 15%-20%, Turkoman, Assyrian, or other 5%
Religion: Muslim 97% (Shia 60%-65%, Sunni 32%-37%), Christian or other 3%

note: while there has been voluntary relocation of many Christian families to northern Irag, recent reporting
indicates that the overall Christian population may have dropped by as much as 50 percent since the fall of
the Saddam HUSSEIN regime in 2003, with many fleeing to Syria, Jordan, and Lebanon

Language: Arabic (official), Kurdish (official in Kurdish regions), Turkoman (a Turkish dialect), Assyrian
(Neo-Aramaic), Armenian.

Kuwait

Ethnicity: Population: 2,695,316; note: includes 1,291,354 non-nationals (2013 est.). Kuwaiti 45%, other
Arab 35%, South Asian 9%, Iranian 4%, other 7%. non-Kuwaitis represent about 60% of the labor force
(2010 est.)

Religion: Muslim 85% (Sunni 70%-85%, Shia 15-25%), other (includes Christian, Hindu, Parsi) 15%
Language: Arabic (official), English widely spoken.
Oman

Ethnicity: Arab, Baluchi, South Asian (Indian, Pakistani, Sri Lankan, Bangladeshi), and African.
Population is 3,876,283; note: includes 1,710,650 non-nationals (July 2013 est.). About 44.1% of the labor
force is non-national

Religion: Ibadhi Muslim majority (includes Sunni Muslim 25-35%, Shia Muslim Less than 5%, Hindu)

Language: Arabic (official), English commonly used as a second language

Qatar

Ethnicity: Population is 1,732,718 (2011), includes 1.277,445 non-nationals. Arab 40%, Indian 18%,
Pakistani 18%, Iranian 10%, other 14%

Religion: Muslim 77.5%, Christian 8.5%, other 14% (2004 census)

Language: Arabic (official), English commonly used as a second language.

Saudi Arabia
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Ethnicity: Population is 29,195,895: includes 9357447 non-nationals (2012 est.). Arab 90%, Afro-Asian
10%.

Religion: Muslim 100%

Language: Arabic (official).

UAE

Ethnicity: Population is 8,260,000 note: non-nationals are 7,312,000, which is 75% of total population.,
Religion: Muslim 96% (Shia roughly 10%), other (includes Christian, Hindu) 4%

Language: Arabic (official), Persian, English, Hindi, Urdu.

Yemen

Ethnicity: predominantly Arab; but also Afro-Arab, South Asians, Europeans

Religion: Muslim including Shaf'i (Sunni) and Zaydi (Shia), small numbers of Jewish, Christian, and Hindu

Language: Arabic (official)

Source: Adapted from various statistical Bureaus of the GCC states and Central Intelligence Agency, The
World Factbook, May 2013.
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Figure 12: Relative Size of Shia and Foreign Sectors of the Population in the Arab
Gulf States **

Population Shia Population Expatriates
Saudi
Arabia 29,195,895%° (2012) 7-15% 3296(9357447)
Kuwait 2,695,316 (2013 est.)  15-25% 47.99%(1,291,354)
Bahrain 1,195,020 (2011) 55-75% 51% (610,332)
Oman 3,876,283'% (2013) 4-10% 44.1% (1,710,650)
Qatar 2,042,444 (2013) Roughly 5-10% 85% (1,736,077)
UAE 8,260,000'% Roughly 10% 88.5% (7,312,000)
Yemen 24,771,809 35-40% No data

Source: Table created by using data from: Population: Central Intelligence Agency, The World Factbook
[Field Listing: Population], undated, https://www.cia.gov/library/publications/the-world-
factbook/fields/2119.html#sa.; Shia population: “Sunni and Shia Populations,” Mapping the Global Muslim
Population: A Report on the Size and Distribution of the World’s Muslim Population, Pew Research
Center, Forum on Religion & Public Life, October 7, 2009, http://www.pewforum.org/Muslim/Mapping-
the-Global-Muslim-Population(6).aspx; National Statistical Bureaus of each GCC state, where most total
population figures have been taken from.

Resource Trends

The Arab Gulf states are all dependent on either the direct income from various aspects
of the petroleum sector or on the income from services for their income and on a state
sector that gets much or most of its income indirectly from the domestic petroleum sector
or that in neighboring countries.

The Arab and other Gulf states do, however, differ radically in oil and gas reserves,
production, and revenues. They also differ radically in relative per capita income, which
provides a crude index of real national wealth. According to CIA estimates, they have the
following global rankings in per capita income: Qatar 2", UAE 12" Kuwait 19",
Bahrain 49", Oman 51%, Saudi Arabia 55", Iran 95", Egypt 132" Jordan 142" Iraq
163" and Yemen 184™.%2 In broad terms, any state close to the 100 ranking or below
faces serious challenges in meeting popular expectations and long-term stability.

These differences are often lost when outsiders refer to all the Gulf states as “wealthy oil
states.” Figures 13-15 show the reality is very different. The GCC states, Iran, Irag, and
Yemen all differ radically in terms of reserves, current production, export revenue, and
revenue per capita. They also show the extent to which the energy output of the GCC is
far more important in economic and strategic terms than that of Iran:

e Figure 13 shows the relative oil and gas reserves of Middle Eastern states. Saudi Arabia
dominates conventional oil reserves, followed by Iran, Irag, Kuwait, and the UAE. These data are
controversial, but few would question the broad conclusion that the GCC states have reserves four
times greater than those of Iran, and that all the Arab states combined have reserves five times
larger.


https://www.cia.gov/library/publications/the-world-factbook/fields/2119.html#sa
https://www.cia.gov/library/publications/the-world-factbook/fields/2119.html#sa
http://www.pewforum.org/Muslim/Mapping-the-Global-Muslim-Population(6).aspx
http://www.pewforum.org/Muslim/Mapping-the-Global-Muslim-Population(6).aspx
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The data on gas reserves are very different. Iran has the largest reserves, followed by Qatar, Saudi
Arabia, the UAE, and Iraq. The GCC states are still cumulatively larger, but only to a limited
degree, and adding Iraq and Yemen to the GCC total does not make a major difference.

e Figure 14 shows the relative oil and gas production of Middle Eastern states. Saudi Arabia
dominates and is close to three times the output of Iran. The GCC states have total production
reserves 4.6 times that of Iran, and all the Arabian Gulf states combined have production six times
larger.

The data on gas production again are very different. Iran has the largest production followed
closely by Qatar and then Saudi Arabia, the UAE, and Oman. The GCC states have roughly twice
the production of Iran, and adding Iraq and Yemen to the GCC total does not make a major
difference.

e Figure 15 shows the relative oil export revenues of Organization of the Petroleum Exporting
Countries (OPEC) states. It provides a dramatic picture of both how different total revenues are
and how much relative population affects oil export income per capita. It is clear, for example, that
Saudi Arabia is by far the largest earner in terms of total revenues, followed by Kuwait, Iran, and
Irag. At the same time, Saudi Arabia only has a moderate per capita income from exports and Iran
and Iraq are anything but “wealthy” oil states, while several of the smaller Arab Gulf states rank
among the wealthiest states in the word. Generalizations about Gulf oil wealth are not only
meaningless, but totally misleading, and each state must shape its economy and spending on the
basis of very different criteria.



Volume I11: The Gulf and Arabian Peninsula Sept 2 2013 69

Figure 13: BP Estimates of Arabian and Middle East Conventional Oil and Gas
Reserves: 1991-2011
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Figure 14: BP Estimates of Arabian and Middle East Conventional Oil and Gas
Production: 2001-2011
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Figure 15: EIA Estimate of OPEC Oil Export Revenues
Net Export Revenues

Net Revenues Per Capita

Source: EIA, OPEC Export Revenues, May 2012,
http://www.eia.gov/cabs/OPEC Revenues/Factsheet.html
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Economic Trends

The data on Gulf economies often disguise massive uncertainties in the quality of the data
involved, and some key data like unemployment rates are definitional nightmares
involving major uncertainties regarding disguised unemployment and what percentage of
the potential work forces is actually included. Basic data like GDP differ sharply in
quality, and are particularly unreliable for states with large native populations like Iran,
Irag, Oman, Saudi Arabia, and Yemen. Data on the poverty level are little more than
guesswork, and there are no reliable data on income distribution and anything like the
Gini index.

e Figure 16 provides a broad indication of just how different the sizes of various Gulf economies

are and their relative level of military spending.

e Figure 17 shows that many of the Southern Gulf countries have liberalized their economies and
do now encourage their private sectors. There still, however, are often state barriers to investment,
capital finances, permitting, and other problems that are not reflected in the various indexes that
attempt to rate such factors. Similar problems occur in various efforts to apply indexes of
corruption — a problem common to the region but where various ranking systems often lack a
reliable source and/or clear explanation.

e Figure 18 shows that a range of sources agree that there are massive disparities in per capita
income between different Gulf states, and that some countries — like Iran (before the impact of
sanctions), Irag, and Yemen have levels so low that this must be a source of serious potential
unrest — particularly given the fact that almost all observers agree that corruption and major
inequalities in income distribution are serious to critical problems.

It is clear from interviews that youth employment is a serious problem; that younger
members of the native population have problems getting meaningful jobs (and sometimes
will not accept the jobs they can get); that the male work ethic in the richer states is often
poor; and that housing, education, and marriage costs are sometimes a cause of serious
problems for younger males.
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Figure 16: Gulf State Economic Indicators and Defense Budgets

GDP PPP (2011 GDP Per Capita PPP (2011
Countr est. est. Defense Budget
Saudi
Arabia $687,700,000,000 $24,400 $46,200,000,000* (2011)
Kuwait $153,500,000,000 $41,700 $4,050,000,000 (2011)
Bahrain $31,300,000,000 $27,700 $873,000,000 (2011)
Oman $85,000,000,000 $27,600 $4,270,000,000 (2011)
Qatar $174,900,000,000 $98,900 $3,450,000,000 (2011 expenditures)
UAE $256,500,000,000 $47,700 $9,320,000,000 (2011)
Yemen $57,970,000,000 $2,300 $2,040,000,000 (2011)

Source: Table created by Robert Shelala 11 using data from: GDP purchasing power parity (PPP): Central Intelligence
Agency, The World Factbook [Field Listing:: GDP (Purchasing Power Parity), undated.
https://www.cia.gov/library/publications/the-world-factbook/fields/2001.html#sa. (Accessed December 17, 2012); GDP
per capita PPP: Central Intelligence Agency, The World Factbook [Field Listing:: GDP — Per Capita (PPP)], undated.
https://www.cia.gov/library/publications/the-world-factbook/fields/2004.html#sa. (Accessed December 17, 2012);
Defense budget: “Chapter Seven: Middle East and North Africa,” in The Military Balance, International Institute for
Strategic Studies, 2012, 112:1, 303-360. p. 318, 333, 342, 344, 346, 352, 354. Note: *=estimate.



https://www.cia.gov/library/publications/the-world-factbook/fields/2001.html#sa
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Figure 17: Ease of Doing Business Index
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Figure 18: Gulf GDP Per Capita Estimates by Country
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The Need for Country-by-Country Case Studies

If there is any single message that emerges from these statistics, it is just how different
each Southern Gulf state is, and just how different the factors are that drive its internal
stability, the ability of the US and Iran to compete, and the issues the US must be
prepared to deal with in each partner country. As a corollary, it is also clear that military
and internal security are only part of the challenges each state and the GCC must meet.
Economics, demographics, politics, and social change are at least as important to each
country’s future, and both they and the US must constantly remember that competition
with Iran is only one of many priorities.

It is also important to note that while the US and the Arabian Gulf states share a common
interest in deterring and defending against Iran, no Gulf state has identical strategic
interests with the US or its neighbors. A successful US partnership must focus on the
broader strategic problem of providing regional security, but it must be tailored to the
needs and expectations of each individual partner.

As is the case throughout the Middle East and the world, the US must adopt “dual
standards” in dealing with each Arab Gulf state and the GCC collectively. The US must
find the right balance between a narrow short term “pragmatism” that focuses on the
security threats posed by Iran and extremism and the need to help each state ensure its
internal stability, modernize, and meet the needs of its people.

At the same time, the US and its European allies must recognize that US and Western
values are not “universal” values, that each state is both Arab and Islamic, and that the
rate of modernization has to focus on evolution and not revolution. The US must accept
the fact that it must often give security priority over its own approaches to human rig