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Executive Summary
This Part II of the US-Iranian Strategic Competition in the Levant report addresses
competition in Egypt, Israel, Jordan, Lebanon, the Palestinian Territories & Syria”. While
some aspects overlap with Part I of the study, which addresses the “Military and
Asymmetric Dimensions of Regional Instability,” this report focuses on the socioeconomic factors at play, as well as the key areas of competition by country.
It focuses on the deep socio-economic, political and sectarian cleavages, the
pervasiveness of the Arab-Israeli conflict and a cycle of popular protests that combine to
make the Levant and Egypt a growing challenge to the US in shaping its regional struggle
with Iran. It addresses six core arenas of US and Iranian competition: Syria, Israel, the
Occupied Palestinian Territories, Egypt, Jordan, and Lebanon. The US and Iran must
choose the best ways to advance their interests in each area, as well as consider the
enduring and emerging regional challenges and wild cards that may to shape and
influence US-Iranian interests and competition in the Levant in years to come.
Syria
While Syria has been a challenge for US policy-makers for decades, the current round of
instability is unprecedented and the situation in Syria is not predictable enough for the US
to be able to develop a sustainable strategy in the short term. The US and key regional
allies have steadily sought to increase pressure on the Assad regime and provide different
levels of support to anti-Assad political and insurgent forces, pursuing several aims, not
the least of which is to weaken Iran’s sole major state ally as well as Iran’s influence over
Iraq, Lebanon, and the Palestinians. This makes Syria the key local prize for both the US
and its allies and for Iran.


Despite the continued militarization of the opposition and tactical successes
against Assad’s forces in an increasingly sectarian civil war, there is no clear US
response to this increasingly dangerous phase of instability in Syria. Providing
more material support to opposition forces will likely justify a harsher crackdown
and the forces buttressing the regime will continue to close ranks. US or Western
covert and overt assistance could also further deepen already negative responses
from Russia, China and other members of the UN Security Council who do not
want to see a repeat of steps taken in Libya.



The US cannot ignore the regional spillover effects should Syria destabilize
further and it needs to adopt a strategy based on containing Syrian instability.
How events do and do not play out in Syria will have deep and unforeseen
consequences on the precarious sectarian balance in Lebanon, the security of
Israel along its northern and eastern flanks, the stability of Jordan at a time of
increased internal unrest, and pressure along Turkey’s southern flank as Ankara
tries to contain increasingly assertive Syrian and Iraqi Kurdish groups. A collapse
in Syria – controlled or otherwise – may hold the promise of breaking Iran’s
umbilical cord to Levant, but it also promises to expose both budding and
strategic US allies to waves of uncertainty for years to come.



While the US may have reasons to support and grant recognition to opposition
forces that are democratic or more representative of popular forces in Syria, that
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may not translate into a more stable Syria at peace with its neighbors in either the
short or long term. There is no real world basis on which to make the argument
that a post-Assad Syria will make peace with Israel, renounce claims to the Golan
Heights, or stop providing assistance to Palestinian elements operating in and
outside the Occupied Palestinian Territories.


Despite growing pressure in 2012, there is only very limited support in the US,
Europe, and the Arab world for direct intervention in Syria. Syria is not Libya.
Syria has a population that is more than three times larger than Libya’s, has
almost 30 times the latter’s population density and a much larger and far more
capable military overall. Syria also enjoys strong political, financial and military
support from Iran and Russia. These factors complicate any calculus on military
intervention in Syria, whether in terms of the level of potential military
opposition, or with regards to the risk of high civilian casualties.



There still are reasons why the US might directly (or indirectly) take the lead in
such efforts. The withdrawal of US troops from Iraq has left many unanswered
questions about the future role and influence of the US, especially in the context
of strategic competition with Iran. Instability in Syria presents Washington with
the opportunity to undermine Iran’s regional posture, weaken or change the
leadership of one of its key regional allies, and potentially downgrade the Islamic
Republic’s role in the Arab-Israeli conflict through Hezbollah.



Some analysts have proposed trying to separate Syria’s security establishment and
the Alawite community away from the Assad regime. While the approach is
sound in principle, the US may need to accept that the chances of doing so are
slim. The passage of time and the level of bloodshed have made it more difficult
to conceive of a post-Assad Syria devoid of retaliatory measures against the
Alawite community. While many Alawites may not like or support Assad, the
potential loss of their political and economic autonomy is a key barrier to
defections. Even in a scenario where a dominant opposition proved magnanimous
in victory, there is little sign that Assad’s base – and the other minorities that
support the regime – is betting on such a favorable outcome.



While events in Syria are challenging to Iran, the strategic choices of the Islamic
Republic and its chief ally in the region Hezbollah are evolving in an effort to
deal with events in Syria and potential shifts in the regional balance of power.
While “Plan A” is to try and maintain Assad in power and fend of his local and
regional opponents, “Plan B” in the event Assad falls seems to be the prevention
of the emergence of a stable Syria under Sunni rule in Damascus. There is
growing evidence in 2012 that the IRGC’s Quds Forces, aided by Hezbollah are
actively training and equipping mainly Alawite and Shi’a irregular forces into
what could be a deeply ideological Jaysh al-Shaab or “People’s Army” meant to
take pressure off Syrian regular forces and fight for the interests of the Alawite
community and other allied factions in Syria.



As the corrosion and decay of Syria’s state and national security structures
continues to grow, the militarization of the struggle for Syria all but ensures that
militia economics and warlordism will a dominant feature in Syria for years to
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come. The Syrian military is already undergoing a process whereby it is being
stripped down to its most loyal –and predominantly Alawite – core. If the military
does not survive institutionally in the long term, or if it does not regain some
semblance of national legitimacy, the prospects for demobilizing Syria’s growing
archipelago of militias and fighting groups will be extremely slim.


Syria’s insurgent groups – which are far more likely to have influence in Syria
than either external or local political opposition forces – are poor vehicles to
socialize, advance, and consolidate external (principally Western) efforts to
secure pluralism and stable politics in Syria. Again, while many insurgent groups
include Army defectors, many if not most insurgent groups in Syria still remain
local militias in what has become a national struggle. Neither they nor the many
more civilians-turned-guerilla-fighters are anywhere near ready to internalize and
implement any form of lasting transition plan in Syria. This in turn will also
further complicate a lasting cessation of hostilities, the creation of a stable and
credible government in Damascus, or a Syria that will actively protect it minority
groups.



The rise of jihadi and militant Islamist factions and fighting groups in Syria with
ties to Al-Qaeda. While the Syrian armed opposition remains deeply fragmented
despite its growing size, Islamist and jihadi units have better access to weapons,
are attracting recruits frustrated by the uneven pace of the conflict, and are
moving far quicker to consolidate their forces. The presence of ideological and
radical forces in Syria’s civil war was always going to be a challenge so long as
more moderate factions were unable to overcome their internal divisions and gain
access to more military resources.



The already important role of external actors will grow more critical as Syria’s
civil war continues to evolve. Countries like Saudi Arabia, Qatar, and Turkey
have been active supporters of the armed insurgency against Assad while the US
and European states have been important sources of external pressure and
coalition-building against the regime in Damascus. Meanwhile, Russia, Iran, and
China continue to wield influence with Assad. There is significant daylight
between the competing nations supporting either side of Syria’s civil war.
However, as with other similar conflicts – such as Lebanon’s 15-year civil war –
external support by competing external actors will be critical to any effort to
legitimize a new political order in Syria.



At best, the Assad regime would be replaced by a democratic Sunni-dominated
leadership that is more favorable to the foreign policies of the United States and
the Gulf states led by Saudi Arabia. This could include a degradation of ties to
Iran with effects on the flow of Iranian weapons and support to Hezbollah. At
worst, Syria would remain unstable and could deteriorate into a deeper sectarian
civil war, a conflict that could in turn draw its neighbors – especially Saudi
Arabia and Iran – into a cycle of regional proxy warfare. What is certain,
however, is that in any scenario, Syria’s regional role has been severely weakened
by a year of unrest.
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Continued political upheaval and civil war mean that Syria’s economic outlook
will only continue to decline. Even in a scenario where the merchant class put
their full weight against the Assad regime, there was still no clear sense of an end
state in December 2012 either on where Syria was going or which players could
and would be at the helm. It is also difficult to measure the impact of lost tourism
revenue and the potentially long-term disruption of trade between Syria and its
leading economic partners, to say nothing of a civil war and a war economy that
could last for years.

None of the dynamics now shaping Syria’s future are simple, definitive or predictable.
All illustrate how Syria’s internal battle for power is tied to broader regional Sunni-Shi’a
fault lines that neither Iran or the Sunni Gulf states and US can easily ignore. The longer
Syria lingers caught in civil war and political uncertainty, the more likely it seems the
country will emerge as a continuing arena for proxy competition.
However, even with Arab and Turkish support, any US-led intervention would have to
take stock of the scale of Sunni-Shi’ite regional polarization and the level of acrimony
between the Southern Gulf states and Iran to determine the benefits and potentials costs
of deeper US involvement in the Levant.
Both the armed opposition and the regime and its supporters are undergoing a rapid
process of political Darwinism and it is not possible to clearly determine who the key
players in Syria will be months from now, let alone in 2013 and beyond. What is certain,
however, is that regardless of if or when Assad falls or is replaced, Syria will struggle
with the militarization of society and the expansion of Islamist and radical forces for
years to come. The US would then face increasing difficulty in both staying out of and
competing with Iran in Syria.
Israel
Israel will be a key factor in US-Iranian competition and the recent cycle of instability
will remain critical to how both countries develop their bilateral relationship and security
ties.


A ring of growing instability now exists around Israel. The US must continue to
provide Israel with both political and military security guarantees to bolster the
strategic partnership. The US and Israel must also continue to coordinate their
efforts to minimize and curtail Iranian influence in the broader Levant.



At the same time, the growing cycle of regional unrest has accelerated the need to
bring Israeli-Palestinian negotiations on a two-state solution to fruition. Popular
sentiment across the Arab world, US preferences, the need for a lasting peace, and
the recent Palestinian UN bid for statehood, and the longer-term strategic interests
of Israel, and the Palestinians are argue for such an initiative. It is true that there is
a vast gulf of mistrust between Israel and the Palestinians, and no certainty that
any efforts will succeed. At the same time, the failure to even try may put an end
to the Arab League peace initiative, force Egypt and Jordan to distance
themselves from their peace agreements, strengthen Iran’s efforts to spoil peace
efforts, undermine the US role in a changing the Arab world, and further
radicalize the Palestinians at a time when rational minds should prevail.
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The Palestinians
The US cannot take risks with Israel’s security but it must take account of the fact
Palestinians play an important role in US competition with Iran and in dealing with the
Arab and Muslim worlds.


Suspending aid to the Palestinians can do little to strengthen the US position in
the Levant in general and in the Arab-Israeli conflict in particular. The UN bid for
statehood and subsequently recognition as a UN non-member observer state did
upset many in Washington. In the end, any alliance is only as strong as the sum of
its parts, and the Palestinian bid provided a much needed boost to the ailing
presidency of Mahmoud Abbas, a key regional ally. Censuring the Palestinian
Authority will strengthen the hand of pro-Syrian and pro-Iranian Palestinian
factions and undermine perceptions of the US in the Levant. The US should
continue to nurture its relationship with the PA and make good on its aid
commitments.



As with Israel, the US needs to work hard to bring the PA back to negotiations on
a two-state solution. The PA’s UN bid has done much to buoy the position of
President Abbas, however, this effect will degrade with time unless parties to
negotiations can capitalize on it. The Quartet, led by the US, must push ahead
with peace efforts. The alternative is a degeneration of the Palestinian position to
a point that strengthens Palestinian opponents of the West and invigorates Iran’s
spoiler role in the Arab-Israeli conflict.



The Palestinian Islamist wildcard has proven crucial to projecting Iranian
influence in the Levant as a means of impacting the Arab-Israeli conflict. Relying
on groups like Hamas was also an important means of shoring up much needed
Sunni support for Iran in the region. A very public break between Syria and
Hamas is a setback for Iran, but the Islamic Republic continues to cultivate ties
with Palestinian Islamist groups. So far, Tehran has also rejected a deeper
isolation of Hamas for siding against the Assad regime, going so far as to invite
Prime Minister Haniya to Tehran in early February 2012 for consultations.1



The US should work to capitalize on rifts between Syria and Hamas. While
reservations remain, US engagement with the Egyptian Muslim Brotherhood has
continued to advance; in contrast, it will prove far more difficult for the US to
build bridges with an Islamist group the US government considers to be a terrorist
organization. Meanwhile, given Iran’s unwavering support for the minority-led
Assad regime in Syria, it is unclear how successfully and for how long Iran can
sustain its policy of supporting such groups. What is certain is that unlike the US,
the Islamic Republic has shown it is flexible enough to at least try and recalibrate
to shifts on the Palestinian political scene.



While US and Iranian competition does play a role in shaping Palestinian politics,
internal Palestinian and broader regional dynamics will be far more critical. Fatah
is trying to roll back the growing preeminence of Hamas in Palestinian politics
and the Arab-Israeli conflict. It also continues to struggle against a backdrop of
corporate interests, internal corruption, and the perception the current leadership
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is too close to the US and too dependent upon Israel. Both patterns are uphill
battles for Fatah and both work to Iran’s advantage in Arab-Israeli politics.


Despite these gains, Syrian unrest has forced Hamas to choose between its
regional credentials as a Sunni Islamist movement and its long-time regional
partners Iran and Syria. So far Hamas has managed to recalibrate ties with Tehran
and recent military “non-failures” against Israel have offset the effects of regional
unrest and the loss of ties to Damascus. However, none of this changes the fact
that Hamas and all Palestinian factions much deal with worsening socio-economic
realities, a region that will be unstable for years and continued Israeli responses to
efforts by Hamas and Hezbollah to sharpen their asymmetric military capabilities.



Meanwhile, Israel has few viable options in a region undergoing generational
change and instability. Siding with opposition forces in Syria could help Iran and
its allies link regional developments to accusations of so-called US and Israeli
plots to reshape regional politics. In addition, recent advances in missile defense
complicate Palestinian and Hezbollah rocket and missile asymmetric capabilities
but it is unclear that these solutions can be made cost-effective in the short term,
let alone change the reality that both the Israeli and Palestinian political
landscapes continue to shift to the right in ways that could permanently scuttle
efforts towards a stable two-state solution.



The US may still try to capitalize on the UN vote and Israel’s perceived military
success in November 2012 against Palestinian militants in Gaza to think about
ways to restart talks between Israelis and Palestinians. However, it is as unclear as
ever that either Israel or the Palestinians really see the other as a viable peace
partner or that the US can maneuver Israel and the Palestinians to a political
position that can allow the US to decisively endorse a move to Palestinian
statehood. It also remains to be seen how effectively Iran can move to foil US and
other states’ peace efforts at a time when Iran faces a more cohesive Gulf Arab
position and continued instability in Syria.

Egypt
US policy towards Egypt and Jordan should focus on aiding their stability and
development. Iranian influence and interference can only take hold if Egypt and Jordan
fail to develop their own path toward stability, and if the US fails to support them in these
efforts. It may take them take each state a decade or more to achieve the level of stability
and development their peoples need, and the US must show the strategic patience to work
with both states in what may often be periods of unrest and turmoil.


President Mubarak’s exit from power means that Egypt will go through a
prolonged cycle of instability as it reconciles itself with the role of the military in
and out of politics, of the Muslim Brotherhood and other Islamist political forces,
and of the other political and reform movements working to shape post-Mubarak
Egypt. The US government and Congress must both remain flexible as it tries to
sustain ties with the “new” Egypt – a move that is crucial to ensuring stability
across the Levant and the broader Middle East and North Africa
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Military aid from the US, and financial assistance from the Gulf states, are crucial
to stabilizing post-Mubarak Egypt. The US must continue to nurture its militaryto-military relationship while recognizing that Egypt’s economic needs must also
be addressed. While funding from the Gulf can help sustain investment and
macroeconomic indicators, only the US and other Western democracies can
provide the sort of socio-economic aid that can bolster governance and state
accountability in the long term.



Uncertainty about bilateral ties with Israel is likely to increase as the Egyptian
military comes to terms with the country’s Islamic political forces. The threat of
suspending military aid to Egypt is no more effective than proposed cuts to
Lebanon and the Palestinians. If nothing else, the implications could be far more
damaging to regional stability and Israeli security. That being said, the US must
balance aid with Egypt’s continued adherence to Egyptian-Israeli peace and more
efforts to stabilize an increasingly unmanaged Sinai Peninsula.



While Egypt will face challenges in the years ahead, a post-Mubarak Egypt has an
opportunity to re-capture much of the authenticity and prestige it lost over the
course of the past three decades. While this could lead to an Egypt that is less
sensitive to US and Israeli national security and foreign policy prerogatives, it is
also clear that a more important role for Egypt in Arab politics could come at the
expense of Shi’a Iran.



The ratcheting up of sectarian tensions between Egyptian Muslims and Coptic
Christians presents a serious risk. The continued deterioration of communal ties
will likely have an increasingly negative effect on the country’s internal stability.
While accounting for 10% of the Egyptian populations, at some 10 million strong
the Copts remains the largest Christian community in the Levant. With the rise of
sectarian tensions in Syria, continued sectarian recrimination in Lebanon, and the
depletion of Christians in Iraq and the Palestinian Territories, the US and Egypt
must both do more to prevent the communal and primordial politics from
becoming yet another source of instability in a region in a deep state of flux.



The internal upheavals that have overthrown the Mubarak regime in Egypt will
continue to create serious new uncertainties about its ties to the US, Egyptian
willingness to put pressure on Iran, support for the peace process and tolerance of
Israel’s security efforts, and Egypt’s ties to the Palestinians and the Southern Gulf
states. No one can take Egypt for granted, regardless of the trajectory of politics
and governance in Cairo. It may be far more stable than Syria in terms of internal
violence, but Egyptian security is relative.



Political unrest and instability in Egypt have also led to greater militancy and
armed activity in the Sinai Peninsula with implications not only for security there
but also for the future stability of Egyptian-Israeli bilateral ties. Post-Mubarak
Egypt has seen escalating violence between the Egyptian security forces and
militants, smugglers, and Bedouin tribes. Whether or not the Egyptian authorities
can impose order there could also impact stability and non-state armed activity in
neighboring Gaza as well.
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Jordan
As with Egypt, Jordan is too important to the US and its Gulf allies not to make every
effort to help it avoid prolonged instability.


Here too, the US needs to continue to support security and economic assistance
programs to the Hashemite Kingdom, while supporting peaceful democratic
reforms as well. It should also continue to support Gulf efforts to integrate Jordan
into the Gulf Cooperation Council as one measure to limit regional instability and
bolster the Kingdom’s security.



Events in Syria also have potential indirect effects on other regional actors.
Jordan’s King Abdullah was among the first regional leaders to openly call for
Assad to step down. However, more than 20 months of Syrian unrest have left
Jordan struggling to insulate the kingdom from the corrosive effects of Syria’s
increasingly divisive civil war.



The Hashemite monarchy, a key US regional ally, is likely to come under
growing pressure from both hardline Islamist and more mainstream opposition
groups to do more to intercede in Syria at a time when the Kingdom is struggling
to cope with systemic micro and macro-economic challenges, a growing budget
deficit, a ballooning Syrian refugee population, and the growing penetration of
Salafi and jihadi groups into the broader Levant.

Lebanon
While Lebanon has been relatively stable during the current period of upheavals, there
are serious risks of instability, as well as opportunities to for managing security politics in
the Levant that the US should not ignore.


The US should not take sides or ideological positions in Lebanon; US policy
should remain focused on the fact that Lebanon will remain the problem child of
US foreign policy. This entails a pragmatic policy that seeks to minimize
Lebanon’s geopolitical profile and contain the risks posed by Hezbollah and other
forces hostile to US interests in the Levant. The US must continue to capitalize on
the fact that Iran’s relationship is with Hezbollah while its own relationships can
be with a broader range of Lebanese institutions and political forces.



The collapse of the March 14-led government of Saad Hariri in January 2011 has
raised concerns in Washington of a Hezbollah-led constitutional coup and the
growing strength of forces hostile to the US and close to Iran and Syria. The cycle
of regional instability and prolonged unrest in Syria have done much to dampen
the effects of these changes in Beirut. The US should not miss the current
opportunity to build bridges with forces that, while enjoying ties to Syria and the
Assad regime, are viewed with growing distrust by Hezbollah. Prime Minister
Najib Mikati was never Hezbollah’s choice for the post he now occupies.
Meanwhile, his government continues to honor Lebanese international
commitments and seems keen to nurture ties with the US to try and insulate
Lebanon from the prospect of further Sunni-Shi’a sectarian escalation. The US
does not need further instability in Lebanon and must work with existing allies
and potential new ones to contain and manage Lebanese instability.
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The US should continue to support UNFIL and the LAF based on their real world
impact on security politics along the Blue Line. This means accepting first that the
UN force’s role as a regional punching bag for both the Israelis and the Lebanese
is conducive to stability along Israel’s northern flank. It also means accepting that
while the LAF is not the non-sectarian military force that many in the US hoped it
would be, it remains critical to keeping a lid on Lebanese instability.



Unlike the US with the LAF, Iran has had 25 years to build up Hezbollah. Given
the weaknesses of Lebanese political allies and the limits of US policy in
Lebanon, long term military diplomacy remains crucial to maintaining US
influence in Lebanon and sustaining the US’s place in security politics in the
Levant. The US Congress lifting a hold on the limited lethal military aid the LAF
has requested is a step in the right direction. The State Department, with the
support of Congress, should also continue to provide some $75 million per year
over the FY2012-FY2014 timeframe for Lebanon to avoid the real prospect that
US security assistance and cooperation programs will run out of unallocated funds
before the start of 2013.



The US should seek to support the UN Special Tribunal for Lebanon in ways that
will not reinforce negative perceptions of the US as well. Given the depth of
divisions in Lebanon, the US will not score points in its competition with Iran if
the Tribunal cannot eject perceptions that it is a Western political tool meant
solely to undermine Syria and Iran in the Levant.



Syria’s civil conflict could impact how the US and Iran compete in Lebanon. The
potential loss or destabilization of the Assad regime could weaken Iran’s ability to
project influence and support to Hezbollah to the potential advantage of factions
aligned with the West and regional allies, including Saudi Arabia. The conflict
could just as easily trigger a dangerous cycle of Sunni-Shi’ite competition that
could spiral out of control and return Lebanon to a pattern of sectarian violence
where no one can win in measurable ways.



Hezbollah is likely to continue supporting the Assad regime and Iranian interests
in Syria in early 2013. However, these efforts will likely continue to focus on five
core objectives. These include: protecting the Sayyidah Zaynab shrine on the
outskirts of Damascus; providing over-watch in patrolling the Beirut to Damascus
highway against opposition IED attacks; protecting the Assad regime’s western
flank through military operations in Zabadani between Damascus and the
Lebanese border; protecting Shi’a villages east of the Bekaa Valley; and actively
training Alawite and Shi’ite militiamen loyal to President Assad.



Lebanon may also see the proliferation of other armed groups. The predominantly
Sunni northern Akkar governorate has struggled with a legacy of socio-economic
neglect by successive governments in Beirut, high levels of illiteracy and extreme
poverty, a limited state security and military presence and growing popular
frustration with the perceived growth of Shi’a influence in the north and Lebanon
more broadly. All of these factors have facilitated the recruitment of northern
Lebanese Sunnis eager to battle Assad and contest Hezbollah’s power in Lebanon
by emerging militant and Islamist groups.
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Lebanon’s Sunni and Shi’ite political forces are likely to continue actively
working to shape the final outcome in the struggle to control Syria. However, a
growing willingness by elements within both the March 14 and March 8
coalitions to compete actively in Syria has yet to translate into an irreversible
Lebanese role in the Syria crisis. Furthermore, neither grouping has taken the
dangerous next step of trying to actively redraw the internal balance of power of
Lebanon.



Even low levels of Lebanese competition in Syria will entail significant risks. The
assumption that Assad’s rule may be finite and the role Hezbollah is believed to
be playing in support of that rule have led to growing calls for Hezbollah’s
disarmament, a de facto call for shifting the internal political and security balance
of power in Lebanon. By contrast, the Sunni community’s emerging role in the
Syria conflict has been interpreted by Damascus as a de facto declaration of war
on the Assad regime.



Even if the Assad regime were to fall, Hezbollah would still remain nothing short
of Lebanon’s Sparta. It is – and is likely to remain – Lebanon’s best organized
and most disciplined political force. There is also every reason to assume that
another May 2008-type event is likely should Hezbollah perceive an imminent
threat from its local opponents in Lebanon.



In the end, the choices thus far of Lebanon’s leading Sunni and Shi’ite factions
attest to the stark reality that Lebanon’s opposing political forces cannot escape
the negative effects of competing on either side of Syria’s civil conflict. Syria and
Lebanon are tied together by geography, demographics, unstable regional
alignments, and deepening Sunni-Shi’a regional tensions. Neither Lebanon’s
Sunnis nor its Shi’as have yet to definitively come to what might be a very bitter
lesson in dealing with instability in the Levant: that the Lebanese tail cannot
safely and successfully wag the Syrian dog.
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Introduction: The Socio-Economics of U.S.-Iranian Competition
While the conventional and asymmetric balances dominate US and Iranian security
competition in the Levant, socio-economic and political competition, in addition to
military aid patters are important as well.
This section offers only a broad overview as later sections focus on US and Iranian
interaction with specific economies. The discussion on aid also focuses mainly on US
efforts as no equivalent transparent Iranian aid data exists for the purpose of comparison.
It also focuses on the deep socio-economic, political and sectarian cleavages, the
pervasiveness of the Arab-Israeli conflict and a cycle of popular protests that combine to
make the Levant and Egypt a growing challenge to the US in shaping its regional struggle
with Iran.
This report addresses all these aspects of US and Iranian competition by looking at six
key arenas: Syria, Israel, the Occupied Palestinian Territories, Egypt, Jordan, and
Lebanon. In every arena the US and Iran must choose the best ways to advance their
interests in each area, as well as consider the enduring and emerging regional challenges
and wild cards that may to shape and influence US-Iranian interests and competition in
the Levant in years to come.

Trade Relations with the Levant
While Part I of this study addresses the military dynamics of US and Iranian competition,
trade, economics, and energy are equally important dimensions. The first table in Figure
VIII.1 shows the trade dynamics between the US, Iran and countries in the Levant for
2010.2
It is clear that the US is the dominant player in terms of trade in all countries except
Syria. Iran maintained trade relations with Turkey comparable to the US in 2010.
However, how deep that bilateral relationship has become is yet uncertain; exports from
Iran, driven mainly by natural gas transfers, accounted for 80% of bilateral trade.3
The EU is also a major trading partner in the region. This is illustrated in the second table
of Figure VIII.1. With the exception of Jordan, which saw Saudi Arabia as its top trade
partner in 2010, The EU was the leading trading partner of Israel, Lebanon, Syria and
Turkey. The EU’s role was especially important for Israel and Turkey, where trade with
the Eurozone accounted for 30.6% and 42% of all trade respectively. Even Iran counted
the trading block as its largest trading partner in 2010.
While the EU is the leader in the Levant in terms of trade, the US is a far more important
trader than Iran. US industries have built deepening trade partnerships with countries
such as Israel and Turkey, and the US has worked hard to build up bilateral trade with
Jordan, a key regional ally that continues to maintain peaceful relations with Israel.
Iran does remain important to the Turkish economy and has done well in developing
trade ties with Ankara. Iran also plays an important role in the Syrian economy, but not as
significant as its rhetoric sometimes implies. Iranian trade levels were overshadowed by
EU, Saudi, Turkish, and Russian trade with Syria – a pattern that Tehran has not managed
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to shift thus far. As for Lebanon, a key battleground for US-Iranian regional competition,
both players have limited trade ties with the country relative to Lebanon’s place in their
respective foreign policy calculus.
Iran’s own economic failures have probably done far more to limit Iran’s role in the
region than sanctions. Despite Iran’s leading role as the world’s fourth-largest crude oil
exporter and a large young population, the post-revolutionary economy has been severely
mismanaged, with too many challenges at home that need to be addressed before Iran can
take on a more robust regional role.4
The fact that Iran relied on oil exports for 80% of its total revenue and 40-50% of
government revenue in 2008 made Iran deeply susceptible to collapses in oil prices. In
2008-2009, shortfalls in revenue from energy exports left a $30 billion budget deficit in
addition to $28 billion in foreign debts, forcing Tehran to rely on now-severely reduced
foreign currency reserves.5 An inability to reform effectively, coupled with challenges in
managing public spending further complicate Iran’s ability to utilize its economic
resources to their full advantage.
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Figure VIII.1: The Economics of U.S. and Iranian Competition in the
Levant: Comparative Trade Levels in 2010
U.S. versus Iran Trade Levels in the Levant
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Assessing Development Assistance
While US military aid plays a major role in building and maintaining strategic
partnerships in the Middle East, economic and development assistance are also important
tools in US and Iranian competition, and ones where the US has had a near historical
monopoly.
It is unclear how this aspect of competition will play out in the future given US resource
constraints and the uncertain political future of Egypt, but US aid to the Levant is likely
to take on greater significance in light of regional popular upheaval, which has been
driven by broad grievances on income inequality, corruption, crony capitalism, the lack
of opportunity, and unrepresentative government. Any US failure to help address these
persistent and emerging challenges could provide Iran with political ammunition in its
regional contest with the US.
The US allocated $1.67 billion in Economic Support Funds (ESF) for FY2010 and
FY2011. This represents some 34-36% of the value of FMF and 23-24% of total aid to
the Middle East for FY2010 and FY2011. It is important to note, however, that economic
aid levels are down when compared to previous fiscal years and are expected to decline
to an estimated $1.4 billion in FY2013.6 US economic aid to Egypt has gradually
decreased over the past ten to fifteen years. This is largely due to Egypt and Israel
reaching a deal with the US in the late 1990s known as the “Glide Path Agreement,”
whereby economic aid is reduced over a 10-year period.
Unlike Israel, Egypt did not get an increase in military assistance. Nonetheless, as long as
the Egyptian military and the country’s new government headed by President Mohamed
Morsi meet Egyptian commitments to peace with Israel and work to bolster stability in
Sinai, US military aid is likely to remain stable.
Despite strong domestic pressure to suspend assistance in the wake of raids on US
democracy-focused non-governmental organization operating in Cairo, the State
Department announced in March 2012 that Egypt’s annual $1.3 billion in military funds
would be released, allowing the delivery of 125 M1A1 tank kits in July 2012. 7 The
announcement followed President Obama’s pledge in May 2011 to provide Egypt with up
to $1 billion, to be allocated specifically for infrastructure and job creation.8
The US provides Jordan with economic assistance in the form of cash transfers and
USAID programs in-country. The cash transfers help Jordan to service its foreign debt,
and 45% of Jordan’s annual ESF is in the form of cash transfers. USAID programs in the
country focus principally on democracy assistance, water preservation and education
reform. Water management is an especially important area for US economic assistance
given Jordan’s status as one of the region’s most water-scarce countries.9
The Palestinian Authority has been a major recipient of US economic aid since the 1993
Oslo Accords with aid worth some $2.3 billion over the FY2004 to FY2010 period. US
assistance to the Palestinians has averaged some $388 million a year and is geared
principally towards economic development, democratic reform, water management,
infrastructure, health management, education reform and professional development
projects in both the West Bank and Gaza, but principally the former in the wake of the
Hamas take-over of the Strip in 2007.10
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In addition to ESF and other conventional aid programs, the US is the largest single
bilateral donor to the United Nations Relief and Works Agency (UNRWAR) with only
the EU as a larger overall contributor. US funding to UNRWA is not classified as
bilateral economic assistance and funds provided by the US account for 20-25% of the
UNRWA budget. While UNRWA funding continues to be a divisive issue in the US and
is often associated with the risk of US funds reaching groups that the US considers
terrorists, such as Hamas, US funding towards UNRWA remains critical for the operation
of Palestinian refugee relief services in the West Bank, Gaza Strip, Jordan, Syria and
Lebanon.11
The most serious challenges the US faces in both competing with Iran in these areas, and
dealing with the turmoil in the Levant and Egypt, are its growing domestic fiscal and
political challenges in maintaining such efforts. The US now must deal with a major
economic and long-term budget crisis.
It also must deal with domestic politics. US assistance is also subject to a presidential
waiver to Congress that cites aid to the Palestinians as vital to the interests of national
security. In the event that Hamas in Gaza were to join a national unity government with
ruling Fatah in the West Bank, a provision exists to ensure that aid is not disrupted
provided the US President certifies that such a government acknowledges Israel’s right to
exist and commits to previous international agreements between Israelis and
Palestinians.12
Lastly Lebanon has also received increased levels of economic aid via ESF from the US.
Given US commitments to support Lebanon in the wake of Syria’s withdrawal in 2005,
US economic aid (in addition to military aid) was significantly boosted over the FY2006FY2012 period. US economic aid focuses principally on USAID-managed democracy
support and development programs and efforts to reduce corruption.
ESF and other programs have focused on promoting education reform and scholarships
for students in Lebanon. US ESF to Lebanon spiked at some $334 million in FY2007 to
help in Lebanon’s post-war recovery in the wake of the 2006 Israeli-Hezbollah conflict.
While there were indication that ESF to Lebanon had stabilized at around $109 million
for FY 2010, cuts to global aid programs saw aid levels decline to $84.7 million in
FY2011 with a similar amount estimated for FY2012 and a possible further reduction to
$70 million in FY2013.13
Whether this is indicative of a future trend in terms of aid levels remains uncertain: there
is continued apprehension in Washington in 2012 about a new government in Beirut that
is perceived to be more sympathetic to Syria and accommodating of Hezbollah.14 US aid
to Egypt will also be dependent on Egypt’s political future, its adherence to the Camp
David accords, its relations with Iran, and its willingness to carry out real democratic
reforms.
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Key Areas of Competition by Country
While the previous sections has discussed discuss how the US and Iran compete
politically, militarily and economically across the Levant, both the future course of this
competition and the impact of growing internal political upheavals only became clear by
examining such competition on a country-by-country basis in Syria, Lebanon, Israel, the
Occupied Palestinian Territories, Egypt and Jordan.

Competition Over Syria
Syria has been a key player in US-Iranian competition in the Levant, and has been Iran’s
most important strategic partner over the past 30 years. Since Syria’s 2005 military
withdrawal from Lebanon, the regional partnership between Syria and Iran has become
increasingly skewed in favor of the latter. However, Syria remains critical to Iran’s
efforts to shape a favorable security situation in Lebanon and along Israel’s northern
frontier. This helps explain why the US has repeatedly sought to reorient or downgrade
Syria’s long-held role as Iran’s gateway to the Levant.
After almost two years of protests and civil violence starting in early 2011, Syria’s
internal stability and its role in regional security politics have become far more uncertain.
As the regime carried out its crackdown on dissent, international pressure on Syria has
steadily increased. The US, the EU, Turkey and most of the members of the Arab League
have bolstered unilateral and multilateral sanctions on the regime, turned to the UN to
deepen international pressure, and openly called for President Bashar Al-Assad to step
aside.
Turkey has shifted from close relations with Syria to become one of Assad’s most vocal
critics and a leading supporter of Syrian opposition forces, and has sought to leverage its
relationship with Islamist political forces, including the Syrian Muslim Brotherhood.
Lastly, the conservative Gulf monarchies, which continue to have reservations about
regional popular unrest, have nonetheless pushed ahead with Arab League efforts to
further isolate Syria. Saudi Arabia and Qatar in particular have been keen to support
opposition forces politically, financially and through gradually escalating military aid.
Expatriate Syrian forces opposed to the regime are backed by the West, Arab Sunni states
like Qatar, the UAE and Turkey. The Al-Assad regime enjoys the support of its key
regional ally Iran, support from Hezbollah in Lebanon, and strong international backing
from Russia and China. What some analysts asserted was the beginning of a “long winter
of Arab discontent”15 in the region seems poised to be an “Arab decade” of instability,
conflict and proxy competition in Syria.

The Economic Dimension of Popular Unrest
The protests and subsequent civil conflict in Syria partly reflect the Syrian people’s
aspiration for democratic government, as well as sectarian difference, but the core drivers
of this unrest also include a broader sense of socio-economic inequity, poor governance,
and the widespread perception of systemic corruption and injustice.
The Ba’ath Party initiated “reforms” in the latter years of the 1960s that were meant to
degrade the power and autonomy of Syria’s traditional notable families, while earning the
support of the country’s peasants and workers. In short, the Party sought the support of
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the broader Syrian populace – the intended beneficiaries of the party’s aggressive policy
of economic redistribution – in exchange for greater access to resources and the promise
of state-led socio-economic mobility.16
While the state maintained monopolies on most sectors of the economy, the Ba’ath
regime under president Hafez al-Assad encouraged the emergence and consolidation of
new social, economic and political alliances. Fostering a mixed economic system saw the
return of at least part of the old Damascene middle merchant establishment; however,
their interests were now linked to those of the ruling Ba’ath order.17
The new power structure met its most significant test during the early 1980s when the
Assad regime faced an armed insurgency led by the Muslim Brotherhood. A key pillar of
dissent against the regime was centered on the merchant establishment of Aleppo, which
threatened a nationwide strike. In sharp contrast, the Damascus merchants did not
participate, choosing instead to cooperate with the Assad regime – a decision that,
according to some, assured the survival of the Ba’ath order.18
Maintaining the support of the traditional Sunni “industrial bourgeoisie” became a key
policy of the Alawi-led regime. So did supporting the emergence of a new group of crony
capitalist middle-men tied to elements in the ruling establishment.19 Unlike the traditional
business community, which engaged in mainly productive economic activities, this new
group – often called the awlad al-sultah (“children of authority”) – engaged in mainly
unproductive rent-seeking and short term profiteering.20 In the years to come, the
contradictions of this new hollow business-regime elite structure would inform at least
some of the socio-economic grievances of anti-regime protesters in 2011.
Considering the metrics that shaped shaping socio-economic disaffection and alienation
in Syria is critical to understanding the variables that will shape Syria’s future –
regardless of who is in charge in Damascus and irrespective of the form of government –
and the extent to which both internal Syrian efforts and US aid might counter Iran.


Figure VIII.2 shows trends in population development in Syria over the 1980 to 2009 period.
While population growth has been generally linear with the urban population accounting for a
majority of Syrians, the country’s growth rate in terms of rural areas, while slightly lower, has
largely kept up with growth in urban centers. Whereas 47% of Syrians were urban against 53%
rural in 1980, 55% of Syrians were urban against 45% urban in 2009: an all but net reversal over a
30-year period, but with very little real numerical variation.



Given these rates, equal attention and welfare for the Syrian urban and rural populations is critical
for any government in Damascus. Given that protests in Syria began in Der’a in the south-west of
the country, away from the country’s major urban population centers, part of any post-protest
period would have to address core grievances at the level of the Syrian periphery – not just the
country’s urban rich and well-to-do. It is important to bear in mind, however, that the definition of
“urban” is not defined. Many Syrians, pushed out of their villages due to lack of economic
opportunity, live in very difficult conditions in suburban poor housing districts just beyond the
boundaries of major metropolitan cities in Syria. 21



Figure VIII.3 shows data on Syrian economic productivity and regional trends. The first table
shows that while per capita gross domestic product (GDP) and gross national income (GNI) have
increased steadily over the 1986 to 2009 period, so too has household consumption, and at a much
higher rate over the 2003 to 2009 period. Meanwhile, the second table shows that unlike the
majority of countries in the region, Syria has seen largely negative growth in terms of GDP per
person employed.
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Figure VIII.4 presents Syrian consumer price and migration data. The first table shows that
Syrian consumer prices have risen steadily over the 1980-2009 period with steep increases over
the 2002 to 2009 period. The second table in Figure VIII.4 shows that Syrian migration has
significantly increased over the 2005-2010 period. No clear correlation exists between a sharper
rise in consumer prices and increased efforts to migrate in search of economic opportunity outside
of Syria. However, that both indicators seem to be increasing at higher rates shows a Syrian
economy that is increasingly under strain and unable to retain an increasingly large portion of a
labor pool with shrinking economic prospects.



Lastly, Figure VIII.5 shows patterns in Syrian oil production, consumption, and exports. While
domestic consumption of oil has steadily increased over the 1980 to 2010 period, Syrian oil
production plateaued in the mid-1990s and has been in steady decline. The second table shows the
other side of falling Syrian oil production. Crude oil exports have dropped significantly over the
1993-2007 period. Not only does this make it significantly harder for Syria to manage growing
demand at home, it also robs the government in Damascus of much needed rents from energy
exports. Syria’s decreasing oil rents will continue to negatively impact the country’s foreign
currency reserves, making it that much more dependent on external rents and other sources of
revenue. It will also make it that much more difficult for any government to mobilize national
resources in support of desperately needed structural, economic and social reform programs.

In 2010, the World Bank described the Syrian socio-economic landscape in ways that
warn that reform will not be easy – particularly after two years of political unrest, violent
repression, and sanctions have made the situation far worse:22
“Syria is a lower middle-income country with a per capita GNI estimated at US$ 2,090 (2008), a
population of 18.7 million – plus 1.2 million Iraqi refugees and migrants - growing at about 2.5
percent per annum and a labor force growing at the rapid rate of about 3 to 4 percent per annum.
Syria’s growth performance has strengthened in recent years, reflecting the country’s own reform
efforts towards a social market economy as well as the hitherto favorable external environment for
oil-producing countries. However, Syria’s macroeconomic performance has been affected by
ongoing external and domestic shocks, particularly the impact of the global financial crisis and a
prolonged drought that has been affecting agricultural output. Inflation was 2.5% in 2009 but is
expected to increase over the next years as commodity prices recover, fuel prices rise and a VAT
is introduced. Year-on-year inflation reached 3.7 percent in April 2010.
Foreign assets remain high, but their coverage of imports is declining. Although public debt
remains moderate at 22 percent of GDP, the recourse to debt to finance the budget deficit is likely
to increase with the progressive decline in oil revenues. Despite the decrease in oil production, real
GDP growth averaged 5.1 percent in 2004-2008. This is due to the expansion in private
investments, stimulated by the recent economic reforms and to inflows from oil rich countries.
Real economic growth had previously averaged 3.4 percent per annum between 1999 and 2003,
only one percentage point over the current population growth. While growth slowed by more than
1 percentage point in 2009 compared to 2008, and unemployment increased to 11%, the Syrian
economy did continue to grow at a rate of 4% in the midst of the global crisis. This in part reflects
countercyclical fiscal measures aimed at reducing the impact of the crisis, including increases in
public investments and the wage bill.
Syria’s GDP remains dependent on the oil and agriculture sectors, both subject to uncertainties
due to changes in oil prices and rain dependency respectively. The oil sector provides
approximately 20 percent of the government’s revenues and about 40 percent of its export
receipts. The agriculture sector contributes to about 20 percent of GDP and 20 percent of
employment. Oil exports, exports of services and foreign transfers of income and remittances are
the main sources of foreign earnings. Oil reserves, however, are expected to continue decreasing
in the coming years and Syria has already become a net oil importer. A current account deficit of
2.4 percent of GDP is projected for 2010.
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Over the medium term, Syria faces the dual challenges of: (i) keeping strong growth and
developing non-oil sectors to cope with still important demographic pressures and with the decline
in oil production and, (ii) maintaining fiscal sustainability.
To sustain growth, Syria will need to further develop the non-oil sector and diversify its economy,
away from the oil sector, improve private sector development, and exports. Much has been done,
including the opening of banking and finance to private investors, the unification of the exchange
rate and the removal of many barriers to trade. However, further structural reforms are needed, to
help sustain export diversification and institutional reform. More precisely, developing the
business environment needed for the development of a diversified, competitive and export
oriented private sector remains crucial in face of the negative impact of the decline in oil exports
on external and fiscal accounts. In addition, Syria will need to increase its productivity by raising
the skills of its labor force and improving its overall technological base.
To maintain fiscal sustainability, Syria needs to continue on the path of fiscal consolidation. The
current budget still relies on oil revenues, and, in the recent years, increases in oil prices have led
to increases in public spending. The depletion of oil reserves renders the sustainability of the
current fiscal policy difficult. In recent years, Syria has started to strengthen its fiscal policy stance
through conservative budgeting and by reducing the fuel subsidies and broadening the tax base for
the consumption tax. Fiscal consolidation towards an adjustment of non-oil budget deficit requires
a continuation of this reform process.
Other challenges include an education system which is not fully prepared to provide quality
education and economically relevant skills to the young labor force. Syrian workers appear
uncompetitive by regional standards. Major upgrading of the quality of the human resource base is
required to take up the challenges of opening up the economy. This includes upgrading the quality
of education in schools, professors at universities, vocational training systems, and civil servants
to manage the transition.
Like many Middle East and North Africa countries, Syria faces major challenges in terms of
environmental and natural resources sustainability. Most water basins are under stress and water
deficits are expected to worsen, due to large and unsustainable water usage in agriculture, and
expected rapid increase in urban water demand. Climate change is resulting in a decrease in
agriculture production and is adversely affecting the food security target of the Government.”

A September 2012 World Bank overview of the Syrian economy presented an even
starker picture, reflecting the impact of close to two years of unrest, Syria’s internal
repression, and the effects of international isolation and sanctions:23
“Since March 2011, Syria has witnessed an unprecedented period of crisis and escalating violence.
The regime’s forceful crack-down on a popular protest in Dera’a in March 2011 sparked a selfperpetuating cycle of protests met by increasingly violent government repression. The unrest
quickly spread throughout Syria, and the demands of the demonstrators escalated from a call for
meaningful political reforms to an end to the Ba’ath party regime headed by President Bashar alAssad. The bloody 17-month-old uprising de facto evolved into a civil war with fierce fighting
spreading to Aleppo and Damascus.
According to UN figures, tens of thousands of Syrians have been killed since the start of the crisis
and the number is rising by the hundreds daily. Many more were injured or held in custody.
Moreover, 234,368 Syrian refugees have been registered in neighboring countries, 100,000 of
which left Syria in August 2012 alone according to the United Nations. In addition, more than 1
million people are estimated to be displaced within Syria. The economic impact of the crisis is
significant, with tourism, financial and trade sectors hit the hardest. Foreign direct investment has
dried up and reserves are rapidly declining despite authorities’ efforts to defend the stability of the
Syrian Pound and to prevent capital flight (for example by limiting the financing of imports
through state banks to preserve scarce foreign currency).
Declining oil revenue following the imposition of sanctions on Syrian oil imports by the EU as
well as a significant economic contraction is also putting government finances under pressure. Oil
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export receipts amounted to 26 percent of total budget revenues in 2010. In spite of declining
revenues, the authorities introduced additional budgetary measures raising public sector
employees’ allowances (especially fuel) and cash transfers for poor households in 2011 which
further exacerbated the already precarious fiscal situation. Subsidies are estimated to account for at
least 30 percent of public expenditures in the 2012 budget. Authorities have started to curb
recurrent expenditures or to turn to the Central Bank to monetize the fiscal deficit contributing to
acceleration in inflation. In fact, the government announced in May 2012 that it was raising the
price of gasoil and electricity for most industrial and commercial consumers in order to ease the
pressure on the budget. As a consequence, inflation had reached 32 percent in May 2012. High
inflation is affecting the purchasing power of households, particularly poor and vulnerable
households, whose expenditure is mainly devoted to basic food and beverages.
Prior to the crisis, Syria’s economic reform efforts had helped to strengthen its growth
performance, although external and domestic shocks, particularly the impact of the global
financial crisis and prolonged droughts, had adversely affected Syria’s macroeconomic
performance. However, despite accelerating over the last decade, economic growth had not been
inclusive; it did not lead to significant job creation or poverty reduction. Rural society became
increasingly marginalized and suffered from severe shocks related to both economic transition and
droughts. Impacts have been particularly severe in the eastern areas, spurring internal migration to
larger regional cities and the Damascus suburbs fueling social and political discontent. In addition,
Syria’s GDP had remained dependent on the oil and agriculture sectors, which are subject to
fluctuating oil prices and rainfall. The oil sector provided approximately 20% of the government’s
revenues and around 35% of its export receipts in 2010. The agriculture sector contributed to 20%
of the GDP but less than 20% to employment. Oil exports, exports of services and foreign
transfers of income and remittances were the main sources of foreign earnings -- sources which
are now being seriously curtailed by the crisis.
Over the short and medium term, Syria’s recovery will ultimately depend on the end-game of the
ongoing popular uprising and the scope of political and economic reforms that follow. Once the
political situation stabilizes, Syria will grapple with immediate economic challenges including:
output and employment collapse in the tradable sector; accelerated exchange rate depreciation in
the parallel market; hoarding of hard foreign currency; likely foreign exchange reserve losses;
rising inflation; and legal and financial issues associated with frozen assets. In the medium to long
term, Syria would still need to advance its unfinished structural reform agenda, with the twin goals
of: (1) creating the conditions for strong economic growth, by developing non-oil sectors to cope
with the decline in oil production and the need for job creation; and (2) maintaining fiscal
sustainability while providing social protection to a growing number of young unemployed, and to
regions affected by climate change. In order to achieve these goals, Syria will need to further
diversify its economy and improve private sector development and exports. Syria will also need to
increase its productivity by raising the skills of its labor force and improving its technological
base.
Other challenges include the quality of the education system, which is currently unable to provide
the young labor force with economically relevant skills. Syrian workers appear uncompetitive by
regional standards. Major upgrading of the quality of the human resource base is required to take
up the challenge of opening up the economy. This includes upgrading the quality of education in
schools, professors at universities and vocational training systems, and matching them with
capable civil servants to manage the transition process.
Lastly, in line with many Middle Eastern and North African countries, Syria also faces major
environmental and natural resources challenges. Most water basins are under stress and water
deficits are expected to worsen, due to large and unsustainable water usage in agriculture and
increases in urban water demand. Climate change has also affected agriculture production,
adversely affecting the government’s food security target.”

Continued political upheaval and civil war mean that Syria’s economic outlook will only
continue to decline. It is difficult to measure the impact of lost tourism revenue and the
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potentially long-term disruption of trade between Syria and its leading economic partners,
to say nothing of a civil war and a war economy that could last for years.
The joint US and EU boycott of Syrian oil has hit the economy particularly hard. Up until
2011, the EU purchased 95% of Syrian oil exports.24 Although reliable data are scarce,
current estimates project that Syria’s real GDP contracted by 3.4% in 2011, and may
shrink by as much as 5.9% in 2012.25 Subsidies on energy and other products helped
reign in consumer prices in 2011, but there are doubts that the government can sustain
them for an extended period of time. In addition, the value of the Syrian pound continues
to fall and inflation is projected to average 12.4% in 2012-13.26
These pressures exacerbate underlying socio-economic pressures that initially contributed
to popular unrest, placing even heavier burdens on the Syrian population. In March 2012
the UN’s Food and Agriculture Organization issued a special alert on food security in
Syria, citing a poor cereals harvest in 2011 as a particular source of concern.27 Low wheat
production, compounded with the effects of political unrest, is expected to make it
difficult for many Syrians to secure adequate food supplies in 2012.28
Given these growing internal and regional pressures, it is also likely that the influence of
countries that can continue to interact with Syria – such as Iran and perhaps Russia and
China – are liable to increase in the short term as Damascus works desperately to
counter-balance growing international pressure.
Economic uncertainty will create greater dependence on Tehran as foreign currency
reserves dwindle and as sanctions from Turkey and the EU take their toll. In March 2012
a free-trade agreement between Syria and Iran came into effect as Damascus struggled to
offset trade losses elsewhere. The reality of Syrian-Iranian bilateral trade, however, is
that any free trade structure is far more likely to benefit Iran than Syria.29
Damascus may also try to pursue other avenues for trade. The government has announced
its intention to negotiate additional bilateral agreements with Ukraine and Kazakhstan,30
although it is unclear how realistic these goals are in the current environment of heavy
international censure. Increasing economic and political isolation are translating into a
poor outlook for Syrian trade prospects overall, at least while civil conflict continues at
current levels.
While Tehran has worked hard to help the Assad regime remain afloat, there is little that
Iran can do over the longer term to significantly dampen the economic impact of Syria’s
civil war beyond infusing the economy with foreign currency in exchange for oil sales.
This is in part due to the continued fall in energy prices and the general decrease of
foreign currency reserves in support of Iranian regional initiatives. Meanwhile, while the
US could potentially play a stabilizing role in the Syrian economy, it is difficult to
extrapolate a clear and present scenario that allows Washington to take decisive action
before the Syrian economy is further undermined.
There is no way to know how the country’s merchant and business community in Aleppo
and Damascus will react to the increasing isolation of Syria from the broader global
economy. Even in a scenario where the merchant class put their full weight against the
Assad regime, there was still no clear sense of an end state in December 2012 either on
where Syria was going, or which players could and would be at the helm.

Iran VIII: U.S.-Iranian Competition in the Levant – II

10.1.13

12

Meanwhile, the shift from mass protests to militarization, armed conflict, and the realities
of a protracted power struggle have prompted the US and other states worry less about
the country’s business elite and more about if, when and how the conflict can be scaled
down to even begin contemplating post-conflict aid in reconstruction.
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Figure VIII.2: Syrian Total, Urban & Rural Population, 1980-2009
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Source: Adapted by Aram Nerguizian from World Bank data.
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Figure VIII.3: Syrian Economic Productivity and Regional Trends
Syrian per Capita GDP, GNI & Household Consumption 1980-2009
(Constant 2000 US Dollars)
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is currently available for Lebanon.
Source: Adapted by Aram Nerguizian from World Bank data.
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Figure VIII.4: Syrian Consumer Price and Migration Data
Syrian CPI 1980-2009
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Source: Adapted by Aram Nerguizian from World Bank data.
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Figure VIII.5: Patterns of Syrian Oil Production, Consumption &
Exports
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The Armed Opposition & Syria’s Escalating Civil War
More than 20 months after the start of a largely peaceful protest movement calling for the
exit of President Assad, local and external Syrian groups have largely failed to create a
unified opposition group, refute accusations of overrepresentation by Sunni and Muslim
Brotherhood factions, attract meaningful Alawite representation, or allay the fears of
Christians and other minority groups.
Meanwhile, Assad’s unrelenting and brutal security response, the mobilization of
sectarian dividing lines, and growing competition over Syria by regional and international
states supporting either Assad or his opponents have hardened and metastasized the
opposition. By mid-2012, traditional and more moderate political opposition groups were
all but completely marginalized in the wake of the near-complete militarization of the
battle for Syria.
The vast majority of the armed Syrian opposition consists of rural Sunnis who did not
benefit from the economic windfalls of Bashar Al-Assad’s reform initiatives. Even in
major urban centers like Aleppo and Damascus – recent frontlines in the battle between
the regime and its opponents – the insurgency has gained footholds in predominantly
poorer peripheral neighborhoods that have seen a steady influx from the rural periphery
to city over several decades.31
There are no clear or reliable metrics on the size and scale of the armed Syrian
opposition. In August 2012, Colonel Riad al-Asaad, a leading figure in the leadership
structure of the FSA, claimed that the organization stood at more than 100,000 men,
including some 1,500 defected Syrian Army officers.32 There is little to qualify this
overall number – which is disputed by other figures – and there are other estimates of
individual groups within the broader insurgency. What is all but certain is that there are
more than 200 individual armed groups fighting against the Assad regime now with total
men under arms numbering in the mid-to-high tens of thousands.33
There is no single insurgency in Syria, let alone a unified and cohesive Free Syrian
Army. It is also important to distinguish between the “Free Syrian Army” – a primarily
exiled organization constituted in Turkey and based on defected Syrian Army officers,
NCOs and enlisted men – and the “Free Syrian Army franchise” – a moniker and
identifier taken on by many if not most of the insurgent groups in Syria. All but the most
extreme and ideologically driven Islamist units subscribe to the FSA title and while that
can be a vehicle to bolster external attention and possibly support for the insurgency, it
does little to clearly articulate in definitive ways current command structures or clarify
who the insurgents are and where they want to take Syria.
In addition to adhering to the FSA franchise, insurgent elements regularly referred to
themselves as brigades, regiments and battalions. However, here too there is no
uniformity of structure, no standard for chain of command, and a very broad spectrum of
organizations and leaders. In addition, given that increasing numbers of fighters were
civilians with limited military let alone political experience only months ago, these
groups also vary wildly in terms of ideology and political orientation, if and when either
do exist.
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While some of these groups have proven themselves operationally and tactically in action
against Assad forces, one cannot easily ignore their origins and socio-economic or
communal makeup. Once again, the demographics are predominantly Sunni, and most
fighting units are local forces hailing from specific provinces, let alone towns and
villages. In this regard, many if not most insurgent groups in Syria started out – and in
many cases still remain – local militias in what has become a national struggle; a feature
of Syria’s civil war that draws stark parallels with previous and ongoing struggles in
neighboring Lebanon and Iraq.
Given the speed with which Syria’s civil war is evolving and questionable metrics in the
open source, trying to prescribe a clear ideological color to specific fighting groups is at
best an educated “guesstimate.” What cannot be denied, however, are the successes of –
and the dangers posed by – fighting units that are either linked to or support the ideology
of Al-Qaeda. Even if external support to moderate or less ideological factions were more
forthcoming earlier in the crisis, porous borders and a brutal minority-dominated regime
crackdown on a Sunni majority all made Syria fertile ground for radical and jihadi
activity.

US Policy Towards Syria & Iran’s Response
While the current turmoil in Syria has led to major changes in US policy that affect US
competition with Iran, it is still useful to consider the evolution of US policy over the past
three decades.
Shaping Past Policy
US policy towards Syria during the Reagan Administration was defined largely by Cold
War realism: the risk of uncontrolled conflict in the Levant during the 1980s as a source
of growing instability and a precursor for increasingly complicated Soviet and US
involvement in regional affairs.34 While Syria had been on the US State Department list
of state-sponsors of terrorism since 1979, the Administration could not afford to ignore
Syria. This was even in spite of the increasing frequency of Syrian-terrorist attacks
against US interests in the region. The country was considered too geopolitically
important and US engagement with the Al-Assad regime only deepened.35
Even in a post-Cold War context, US policy under the George H. W. Bush and the
Clinton Administrations followed a similar approach toward Syria. For the George H. W.
Bush Administration, this was due to the view that Syria was critical to maintaining the
regional balance of power and the need to include Syria in any US-Arab coalition against
Saddam Hussein’s Iraq in 1991.36
During the Clinton years, the pursuit of Arab-Israeli peace predicated engagement with
Syria in order to achieve a lasting regional settlement. While many doubts rightfully
remained as to whether Syria would play a positive role in the negotiations, the Clinton
Administration, not unlike its predecessors, thought to overlook Syria’s illicit behavior
and authoritarian politics in an effort to satisfy US national interests.37
The George W. Bush Administration changed this approach. The neoconservative ideals
that defined the Administration’s approach to Syria called for “evil regimes” to be
opposed through isolation rather than engagement, with regime change as the ultimate
goal for Syria.38 Towards the end of the Bush presidency, however, signs of a return to
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more traditional approaches to Syria resurfaced. They were driven by concerns that
regime change as a policy goal was a dangerous departure for the Bush Administration’s
“freedom agenda” and that greater engagement with Syria was needed; Israel also
stressed its concerns that regime change towards an unknown end state where the Muslim
Brotherhood may come to dominate Syria was far too unpalatable.39
The George W. Bush Administration’s approach did push Syria toward Iran and helped
galvanize Syrian opposition to US interests in Iraq and Lebanon.40 Syria sought to
strengthen its relationships with Iran, as well as Turkey and the EU. It adopted policies
predicated on “classical balancing, asymmetric balancing, and balking” to counter US
threats.41 While the neoconservative approach was effective at temporarily isolating
Syria, neoconservative adherents concede that it led to few tangible geopolitical gains for
the US in terms of changing Syria’s behavior or policies.42
The Obama Approach
The Obama Administration initially took a different approach, including the sending of
envoys from the White House, the State Department and visits by senior lawmakers to
Syria in 2009 signaled a return to a more realist and pragmatic approach to Syria.43 This
was later followed in early 2011 by the appointment of Robert Ford as Ambassador to
Syria – a post that had been vacant since 2005.44
The US reacted to initial protests cautiously. That the first set of new sanctions came
some three months after protests began were indicative of how challenging it was from a
policy standpoint to respond to popular protests in Syria. However, regional and
European partners have taken their own steps to apply pressure on Syria. EU oil sanctions
against Syria are especially critical as imports from Germany, Italy, France, the
Netherlands, Austria and Spain accounted for 95% of Syrian oil exports in 2010.45
By the spring of 2011, however, the rise of mass protests and unrest in Syria led the US
to take a different path. On balance, the Obama Administration has balanced denouncing
the al-Assad regime’s brutal crackdown with the need to shape and consolidate an
international consensus on the next steps towards the Syrian government.46 On August
17, 2011, the US and several major allies, including the United Kingdom, France
Germany, called for President Bashar Al-Assad to step aside.47
US pressure in terms of rhetoric, sanctions and coordination with Western and Arab allies
has continued to increase steadily through early 2012. Below is a list of steps taken by the
Obama Administration in reaction of the popular upheaval in Syria, including measures
against Iranian individuals and organizations for their roles in supporting the crackdown
as well as wavers designed to allow limited transactions between the US and Syria:


April 29, 2011 – President Obama issued Executive Order (EO) 13572, blocking the property and
interests of five high-ranking Syrian officials and organizations. These include President Assad’s
brother Maher Al-Assad; Ali Mamluk, Director the Syrian General Intelligence Directorate (GID);
Atif Najib, the former head of the Syrian Political Security Directorate for Der’a province; the
General Intelligence Directorate; and Iran’s Islamic Revolutionary Guard Corps – Quds Force.48



May 18, 2011 – President Obama issued EO 13573, which sanctioned President Bashar Al-Assad
along with six other high-ranking Syrian officials, including: Vice-President Farouk al Shara;
Prime Minister Adel Safar; Minister of the Interior Mohammad Ibrahim al Shaar; Minister of
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Defense Ali Habib Mahmoud; head of Syrian military intelligence, Abdul Fatah Qudsiya; and
Director of Political Security Directorate Mohammed Dib Zaitoun. 49


June 29, 2011 – The US Treasury Department added Syrian Head of Air Force Intelligence Jamil
Hassan, and the Syrian Political Security Directorate (PSD) to the Office of Foreign Assets
Control’s (OFAC) specially designated nationals list (SDN), blocking their assets and prohibiting
US persons from dealing with them. 50



August 4, 2011 – The US Treasury Department added Muhammad Hamsho and his company to
the Office of Foreign Assets Control’s (OFAC) specially designated nationals list (SDN), blocking
their assets and prohibiting US persons from dealing with them. 51



August 10, 2011 – The US Treasury Department added the Commercial Bank of Syria, its
Lebanon-based subsidiary Syrian Lebanese Commercial Bank, and the country’s main mobile
phone operator Syriatel to the Office of Foreign Assets Control’s (OFAC) specially designated
nationals list (SDN), blocking their assets and prohibiting US persons from dealing with them. 52



August 18, 2011 – President Obama issued EO 13582 directing the US Treasury Department too
freeze Syrian assets in the US and banning the import of petroleum products produced in Syria.
EO 13582 also prohibits people in the US from operating or investing in Syria. 53 The US Treasury
Department also added Syria’s General Petroleum Corporation, Syrian Company for Oil
Transport, the Syrian Gas Company, Syrian Petroleum Company, and Sytrol to the Office of
Foreign Assets Control’s (OFAC) specially designated nationals list (SDN), blocking their assets
and prohibiting US persons from dealing with them. 54



August 30, 2011 - The US Treasury Department added Syrian Foreign Minister Walid Mouallem,
Syrian Ambassador to Lebanon Ali Abdul Karim Ali, and Syrian Advisor Bouthaina Shaaban to
the Office of Foreign Assets Control’s (OFAC) specially designated nationals list (SDN), blocking
their assets and prohibiting US persons from dealing with them. 55



September 9, 2011 – The US Treasury Department’s OFAC issued four general licenses to Syria
to authorize “wind down” transactions, select official activities related to international
organizations, and incidental transactions related to US persons residing in Syria.56



September 27, 2011 – The US Treasury Department’s OFAC issued a general license to authorize
third-country diplomats and consular funding transfers and to permit certain services to support
nongovernment organizations operating in Syria. 57



October 3, 2011 - The US Treasury Department’s OFAC issued two general licenses to authorize
payments linked to over-flights and emergency landing and transactions with regards to
telecommunications in Syria.58



December 1, 2011 – The US Treasury Department added Muhammad Makhluf, an uncle of Bashar
Al-Assad and economic advisor to the Assad family, as well as the Syrian Military Housing
Establishment and Real Estate Bank, to the Office of Foreign Assets Control’s (OFAC) specially
designated nationals (SDN) list, blocking their assets and prohibiting US persons from dealing
with them.59



February 16, 2012 – The US Treasury Department added the Iranian Ministry of Intelligence and
Security to the Office of Foreign Assets Control’s (OFAC) specially designated nationals (SDN)
list, blocking its assets and prohibiting US persons from dealing with it. 60



May 1, 2012 – President Obama issued EO 13608, prohibiting transactions with and suspending
entry into the United States of foreign sanctions evaders with respect to Iran and Syria, which
expanded the Treasury Department’s ability to act against persons or organizations deemed to be
acting on behalf of sanctioned entities in Iran and Syria. 61
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May 30, 2012 – The US Treasury Department added the Syria International Islamic Bank (SIIB)
to the Office of Foreign Assets Control’s (OFAC) specially designated nationals (SDN) list,
blocking its assets and prohibiting US persons from dealing with it. The Treasury claims the SIIB
acted as a front for the Commercial Bank of Syria, facilitating almost $150 million in financial
arrangements for the Commercial Bank of Syria from 2011-2012.62



August 10, 2012 – The US Treasury Department announced that it was designating Hezbollah to
the Office of Foreign Assets Control’s (OFAC) specially designated nationals (SDN) list, for
providing support and aid to the Assad regime; Syrian state-run oil company Sytrol was also
targeted in the latest round of sanctions. 63



August 14, 2012 – The US Treasury Department removed former Syrian Prime Minister Riyad
Hijab from the Office of Foreign Assets Control’s (OFAC) specially designated nationals (SDN)
list in the wake of his defection to the opposition from the Assad regime. 64

Trying to Shape an Uncertain Future
While it is tempting to draw conclusions about the Obama Administration’s approach to
popular unrest in Syria, the challenges and regional reverberations associated with
deepening instability from within Syria have been a source of great division in
Washington policy circles as well as within the US government.
Calls for the US to either intervene militarily or to provide military aid in support of
Syrian opposition groups have escalated steadily since late 2011 with Libya often
invoked as the template for a response to events in Syria. Moral and humanitarian
grounds for shaping a US policy response are often cited. However, whether or not the
US is willing to deepen its involvement in Syria and engage in protracted proxy warfare
with Iran is the true geopolitical question.
US experiences in Iraq from 2003 to the present and Lebanon in 1982-1984 may be more
useful than comparing Syria to Libya. Both countries, like Syria, have sectarian and other
internal divisions and are close to the epicenters of regional Arab-Israeli and inter-Arab
politics. Both countries also served as regional arenas for competition between the US
and its regional allies on the one hand and Iran on the other. Like Iraq, instability and
change in Syria will have significant consequences not only for US-Iranian competition,
but also on the regional balance of power in the Levant and the stability of states like
Iraq, Israel, Jordan, Lebanon and Turkey.
The US department of Defense has been especially cautious with regards to events in
Syria with indications that at least parts of DoD were uneasy with official US calls for
Assad’s ouster given signs the Assad regime continued to enjoy the support of key
minority groups, a resilient and loyal security apparatus and acquiescence from the
country’s Sunni business community and Ba’ath Party membership.65
Even with an increasingly capable array of opposition forces, US military planners
remain deeply concerned about the sheer scale of Syria’s military forces, the lack of unity
of the opposition, its uncertain and increasingly radical ideology and the risk of religious
extremist and sectarian conflict. They are worried that what might start as a limited
intervention to avoid further regional instability could lead to mission creep, a major
conflict with significant casualties, and collateral damage, as well as further complicate
an already nation-wide civil conflict along sectarian lines.
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Both US military and State Department planners are deeply concerned about inserting
secular US forces into an Arab internal conflict in an area where US ties to Israel are far
more important than was the case in Libya, doing so without Arab nations being in the
lead, and doing so without the support of the UN and NATO. They fear that unless the
US supported from behind efforts led by Arab states and Turkey, US action could be
portrayed as supporting Israel and used to discredit the Syrian opposition – particularly
what remains of more moderate and secular elements.
There is still no tangible consensus in the US on what should be the official response
after a year of unrest and thousands of Syrian civilian casualties. Congressional testimony
on March 7, 2012 by Secretary of Defense Leon Panetta and Chairman of the Joint Chiefs
of Staff General Martin Dempsey on the risks of intervening in Syria seemed to indicate
that the US hoped to avoid getting embroiled in yet another unstable and divided Middle
Eastern state in the throes of what could be a decade of socio-economic instability,
political unrest and civil war.66
Meanwhile, the Gulf Cooperation Council (GCC) states – led by Qatar, Saudi Arabia and
the UAE – are currently providing financial and military support to mostly Sunni
opposition forces inside Syria. This is driven by a desire to weaken the Assad regime,
Iran’s sole Arab state partner and a key way station for Iranian support to Hezbollah in
Lebanon. Another factor is appeasing populations that increasingly see events in Syria
through the lens of Sunni-Shi’a regional competition. A third factor is a unique
opportunity to shape the regional balance of power at a time when the three traditional
pillars of inter-Arab politics – Egypt, Iraq, and Syria – are either unstable or unable to
shape regional events.
These increased levels of involvement in Syria’s internal dynamics by the Gulf states are
matched by Iran. For Iran, the risks of losing the friendly Assad regime could include at
least a partial loss of its ability to influence the Arab-Israeli conflict or to provide support
via Syria to militant Palestinians and Iran’s Shi’a allies in Lebanon. Iran is providing
assistance to the Assad regime as it tries to suppress an insurgency that is enjoying
growing levels of external support.
There was growing evidence in 2012 that the IRGC’s Quds Forces, aided by Hezbollah
are actively training and equipping mainly Alawite and Shi’a irregular forces into what
could be a deeply ideological Jaysh al-Shaab or “People’s Army” meant to take pressure
of Syrian regular forces and fight for the interests of the Alawite community and other
allied factions in Syria. There are also indications that the force could be modeled on
Iran’s own Basij militia.67
The development of such a force along such basic sectarian lines is but the latest factor to
make a stable future for Syria an increasingly unlikely outcome as the conflict drags on
over time. It also means that the strategic choices of Iran and its chief ally in the region
Hezbollah are evolving. While “Plan A” is to try and maintain Assad in power and fend
of his local and regional opponents, “Plan B” in the event Assad falls seems to be the
prevention of the emergence of a stable Syria under Sunni rule in Damascus.68
While the US is opposed to Iranian and Hezbollah efforts to shape outcomes in Syria, it
has as much reason to oppose and confront the spread of Sunni jihadist elements as well.
On December 10, 2012, the US State Department designated the Nusra Front – a 6,000 to
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10,000 strong Al-Qaeda in Iraq affiliate in Syria – a foreign terrorist organization. In late
2012, the Nusra Front was one of the most operationally successful armed groups
fighting Assad forces. However, the group’s ideology, affiliation to AQI, and the growing
presence of Iraqi, Afghan, Libyan and other foreign fighters have all been a source of
growing concern in the US that forces such as these might gain an upper hand either in
opposition controlled areas or in any post-Assad Syria. 69
It is to be expected that elements in the Syrian opposition may not approve, oppose, or
even resent the Nusra Front’s designation as a terrorist group. Other hardline insurgent
groups, including elements under the umbrella of the FSA, have gone so far as to
publically support the Nusra Front in the face of the US terror group designation.70
Efforts to isolate radical elements also coincide with announcements that the US plans to
formally recognize the National Coalition of Syrian Revolutionary and Opposition
Forces, a recently formed Syrian opposition umbrella organization.71 These steps by the
US illustrate the overlapping challenges and complexities that Washington is facing in
crafting policy towards Syria. The designation in particular is a clear signal to other
elements of the opposition – as well as to potential financial and military backers in the
region – that the US cannot and will not idly ignore a far deeper radicalization of an
already uncertain future in Syria.
While the designation of the Nusra Front is intended to bolster the perception that the
West wants to isolate radical forces and bolster moderates, none of this does anything to
address key challenges. These include the fact that Nusra is already very active in
northern Syria, and that putting pressure on it does little address the reality that many of
the so-called mainstream elements within the FSA franchise that the West, Turkey, and
Arab Gulf states hope to support also subscribe – sometimes in form but also in real
substance – to similar Islamist and hardline ideologies.
All of these issues illustrate how Syria’s internal battle for power sits ever more squarely
on a regional Sunni-Shi’a fault lines that neither the Sunni Gulf states, Iran, nor the US
can easily ignore. The longer Syria lingers in civil war and political uncertainty, the more
likely it seems that the country will emerge as a continuing arena for proxy competition.
The US would then face increasing difficulty in both staying out of and competing with
Iran in Syria.

The Military Dimension of Syrian Instability
The US has not used covert or overt arms sales and military aid to Syria to compete with
Iran as of December 2012. Covert aid presents the problem that it might fall into
extremist hands. Overt aid could only occur if Assad fell and a suitably favorable new
regime emerged in Syria.
Figure VIII.6 shows Syrian arms agreements over the 1995 to 2010 period. These are
contrasted to consistently higher delivery patterns in Israel. As was discussed earlier,
Israel’s security is a key interest for the US in the Levant, as is maintaining Israel’s
military edge vis-à-vis Syria and its regional allies.
Given their antagonistic relationship the US does not maintain military to military or
defense aid ties with Syria. While Iran does not generally play a major role in Syria’s
efforts to recapitalize its forces, it was reported by Jane’s in 2009 that Iran was partially
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financing Syria’s acquisition of 50 96k6 Pantsir S1 self-propelled short range
gun/surface-to-air missile air defense systems. It was also reported that Iran would
acquire 10 of the 50 systems. The deal, which was reached in 2007, was worth some
$730 million and deliveries were reported to be underway in 2009.72
Such Iranian support for Syrian arms acquisition is possible. Iran has a vested interest in
ensuring that its core regional ally has at least some modern systems to offset the
substantial qualitative edge of the IDF and to ensure that the bulk of the burden of
confronting or defending against Israel is not solely on the shoulders of Hezbollah. Syria
for its part benefits from its alliance with Iran as a means of allocating external resources
to bolster its balancing approach in the region.
Syria’s relations with Russia, however, have been the key to Syrian progress. Syria used
to rely on substantial levels of Soviet assistance during the Cold War, but saw arms
deliveries decrease from $2.6 billion in 1987 to $52 million in 1994 as a result of the
collapse of the Soviet Union. By 2005 Syria also owed some $13.4 billion in debt to the
Russian Federation, compounding efforts to continue force recapitalization.
Syria responded by attempting to cement its relationship with Iran while continuing
efforts to obtain Russian assistance at or near Cold War levels. In 2005, Russia agreed to
write off 73% of Syria’s debt, opening the prospect of renewed arms sales. Russia has
been keen to reassert its influence in the region, committing to provide Syria with some
$300 million in aid over a three year period starting in 2008.
Iran has also been reported to have financed part of a $730 million deal for Syria to
purchase 50 Russian Pantsyr-S1E mobile short-range air defense systems. While the
exact capabilities of this system are uncertain, unclassified sources report that it is a short
to medium range ground based air defense system, with automatic anti-aircraft guns and
surface-to-air-missiles which have radar or optical target-tracking and radio-command
guidance. It is used to provide protection for civil and military point and area targets, for
motorized or mechanized troops up to regimental size and as part of a layered air defense
systems providing close in defense for longer range systems like the S-300PMU-2/ SA10 “Grumble” or the S-400/SA-21 “Growler.”73
The Pantsyr-S1E is claimed to be able to hit targets with at least a radar cross-section of 2
cm2 to 3 cm2 and with speeds up to a maximum of 1300 meters/second within a
maximum range of 20,000 meters and heights up to 15,000 meters. The system is claimed
to able to defend against stealth aircraft, cruise missiles, and precision guided weapons,
although some of these claims seem more hype than real.
It is increasingly unclear, however, whether or not Moscow will emerge as a future
source of funds, equipment and training for a politically unstable and cash-strapped
Damascus. Russia has yet to disrupt the regional balance by providing either Syria or its
ally Iran with the sophisticated long range SAM systems, such as the S-300PMU-2/ SA10 “Grumble” or the S-400/SA-21 “Growler” that would make a major difference in the
air balance, and seriously erode Israel’s “edge” and US capability to intervene.
Given the fact that the bulk of agreements with Russia were made in 2007, it remains to
be seen whether Syria has found a reliable arms supplier in the longer term. Even with
renewed Russian support, it is doubtful that external support for Syrian expenditures will
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reach pre-1992-levels. However, the question will become moot or enter true uncertainty
if the Assad regime was to collapse and new forces manage to consolidate their authority
in a post-Assad Damascus.
A year of unrest in Syria has prompted much debate and discussion of a military option to
end the Assad regime’s security crackdown against an increasingly militarized protest
movement. At the international level, Russia has signaled that intervention in Syria is a
foreign policy red line. There are also multiple – but not fully confirmed – reports that
Russia has provided Syria with its sophisticated and lethal long range “Bastion” coastal
defense system which is based on the SS-N-26 “Yakhont” supersonic anti-ship cruise
missile (ASCM).
These two systems are not suitable for giving Syria new capabilities to deal with its
internal opponents, but could have an impact on outside US or European intervention if it
came by sea. Delivery of the “Bastion” could bolster deterrence against deeper
intervention in Syria and to signal Russia’s support for its regional ally. This is a
significant statement from Moscow with ramifications for the regional military balance.
Should Russia decide to provide Syria with much-delayed major SAM systems, such as
the S-300 or the S-400, this would constitute yet another signal that further intervention
in Syria is a red line.
Multiple sources report that Russia delivered unspecified numbers of “Yakhont” ASCMs
to Syria in December 2011 to fulfill the $300 million deal.74 The “Yakhont” is capable of
reaching a maximum speed of Mach 2-2.5, and can deliver a 200 kg warhead out to a
range of 300 km with a “hi-lo” high altitude trajectory and a range of 120 km on a “lo-lo”
sea-skimming trajectory. Unlike most other ASMs, the “Yakhont” relies on passive
homing for the majority of its flightpath and only resorts to active tracking in the final
stages of flight. Coupled with its speed and low altitude approach, the “Yakhont”
significantly reduces warning time, thereby increasing the vulnerability of ships offshore
to attack.75
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Figure VIII.6: Syrian-Israeli Arms Agreements and Deliveries: 19952010
($U.S. Current Millions)
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Implications of Syrian Protests & Instability for the US
& Iran
The political upheavals and insurgency in Syria are having a critical impact on US and
Iranian competition in the Levant. Syria has not experienced organized mass unrest – let
alone a full-fledged civil war – on a national scale since Hafez Al-Assad crushed protests
in the early 1980s, which were driven by a coalition principally backed by the banned
Muslim Brotherhood and elements of the old merchant elite. The government of Bashar
Al-Assad, having lost much international support and legitimacy, is likely to be buffeted
by international and internal pressures with no clear indicators as to how long or how
deep instability will go, let alone what a post-Assad structure could look like.
For the US, the latest round of violence in Syria and the potential for an end to Ba’ath
rule may hold the promise of achieving the core foreign policy outcomes that all of the
competing schools of US policy towards Syria aspire to achieve: breaking the three
decade-old Iranian-Syrian axis and denying Tehran the means to project power and
influence in the Levant. However, protests and instability with no clear end-state in Syria
do little to satisfy US efforts to safeguard Israel’s security and regional stability.
Given the increasingly sectarian nature of the confrontation between the regime,
supported by the country’s ruling Alawite community and other minority groups, and the
mainly Sunni protesters and political organizations, it is critical that the spillover effects
of Syrian instability be contained. So far, it remains unclear as to whether the Obama
Administration has a policy that can support the protests, identify future centers of power
(new or otherwise), and chart a course that does not further undermine an already shaky
regional order.
For Iran, the risks of Syrian instability include at least a partial loss of its ability to
influence the Arab-Israeli conflict, militant Palestinians, and its Shi’a allies in Lebanon,
chief among them Hezbollah. As with the Muslim Brotherhood-led uprising of the early
1980s, Iran is allegedly providing assistance to the regime of Bashar Al-Assad as it tries
to suppress the latest rounds of pro-democracy protests. This is reported to include
providing crowd suppression equipment, monitoring and blocking protestors’ use of the
internet, and surveillance of cellphones and text messages.76
There is only so much Iran can do to influence the course of events in Syria. So far, it has
provided political support, military advisors, and evidently arms and some funds.
However, as the risk of losing its geopolitical bridge to the Levant increases, Iran may
seek to foment instability in the Arabian Peninsula in countries with important Shi’a
populations, including Bahrain, Yemen, and Saudi Arabia. It is unclear how successful
such a strategy would be. Saudi Arabia’s recent intervention in Bahrain signaled that
instability in the Arabian Peninsula was a regional red line for Riyadh. The GCC’s recent
moves to induct Jordan and Morocco only serve to further entrench the Council’s
unofficial status as a Sunni monarchies’ club.
In short, both the US and Iran face an uncertain future in dealing with instability in Syria.
The US position that Al-Assad must step down, while significant, does not change the
implications of the struggle for power in Syria and the broader regional balance.
Although the lack of US direct levers of influence in Syria is one factor, others include
divisions at the regional and international levels above an appropriate response a
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fractured UN Security Council, fragmented Syrian opposition forces and the risks of
growing radicalization and instability in the internal and regional battles for Syria.
The West, led in part by the US, has been supportive of further international sanctions
against the al-Assad regime. However, the so-called “BRICS”77 countries, led by Russia
and China, have been critical of what they perceive to be the possibility of yet another
Libya-style international intervention in the Arab world.78
The US has stated on background that it is carrying out planning for possible
humanitarian military intervention, but in late 2012, US experts saw only limited signs of
serious divisions in the Syrian military and security forces and a growing willingness to
escalate by using more artillery and armor to repress an increasingly capable armed
opposition with increasing levels of political, financial and military support.
US military planners examined the possibility of using airpower to create secure zones
for Syrian civilians and safe transit corridors, but this potentially involves a serious air
war and suppression of Syria’s land based air defenses. It required access to land bases,
since carrier and cruise missile forces might not be sufficient and Israel could not be used
as a base for political reasons. Such a campaign would take weeks and the use of Arab
and/or Turkish bases to prepare, and could trigger even more violence from Assad’s
forces against Syrian civilians on the ground, as well as even more displacement of
Alawites, Sunnis, Christians and Kurds along sectarian and ethnic lines.
This did not mean there was no military option, but no one could safely predict the level
of escalation that would result, the political reaction of the Syrian military and Syrian
civilians, or the behavior of the opposition to Assad. It was clear, however, that the
situation would be different if the Syrian military forces became divided. Defections from
Assad’s security forces did take place, and eventually there were much clearer lines of
division between opposition controlled areas and those still loyal to Assad.
The US could not rule out having to intervene if Syria lapsed into a civil war involving
far more massive civilian casualties, and the US was reported to have consulted
informally with its Arab allies, Turkey, and Israel on this possibility. It was clear that if
the US did have to intervene that it would be better to do so with Arab and Turkish
support, and with some group of Arab states taking the political lead.
Meanwhile Iran finds itself in a largely Sunni Arab Middle East that has fewer and fewer
reasons to emulate the Islamic Republic. This is further compounded by the very real risk
that Iran might have to adapt to either a post-Assad Syria, or a Syria that will be
principally pre-occupied with consolidating a political, socioeconomic, and security
landscape scarred by months of violence and instability.
Even with Arab and Turkish support, any US-led intervention would play out less in
terms of humanitarian relief and more in terms of US and Gulf Arab efforts to compete
with Iran and Syria to bring stability to a region that is liable to remain unstable for years.
Taking stock of the scale of Sunni-Shi’ite regional polarization and the level of acrimony
between the Southern Gulf states and Iran is critical to determining the benefits and
potentials costs of deeper US involvement in the Levant.
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Factors Shaping Syria’s Uncertain Future
As the struggle for Syria evolves further, four key dynamics will become increasingly
critical, especially if Assad should fall in 2013 before the emergence of a moderate and
truly credible Syrian opposition structure.
The first is that -- if the corrosion and decay of Syria’s state and national security
structures continues to grow -- the militarization of the struggle for Syria all but ensures
that militia economics and warlordism will a dominant feature in Syria for years to come.
There is obviously little love lost between the armed opposition and the Syrian military.
The Syrian military is already undergoing a process whereby it is being stripped down to
its most loyal –and predominantly Alawite – core. If the military does not survive
institutionally in the long term, or if it does not regain some semblance of national
legitimacy, the prospects for demobilizing Syria’s growing archipelago of militias and
fighting groups will be extremely slim.
The second is that Syria’s insurgent groups – which are far more likely to have influence
in Syria than either external or local political opposition forces – are poor vehicles to
socialize, advance, and consolidate external (principally Western) efforts to secure
pluralism and stable politics in Syria. Again, while many insurgent groups count Army
defectors, neither they nor the many more civilians-turned-guerilla-fighters are anywhere
near ready to internalize and implement any form of lasting transition plan in Syria. This
in turn will also further complicate a lasting cessation of hostilities, the creation of a
stable and credible government in Damascus, or a Syria that will actively protect its
minority groups.
The third f is the meteoric rise of jihadi and militant Islamist factions and fighting groups
in Syria with ties to Al-Qaeda. While the Syrian armed opposition remains deeply
fragmented despite its growing size, Islamist and jihadi units have better access to
weapons, are attracting recruits frustrated by the uneven pace of the conflict, and are
moving far quicker to consolidate their forces. Nowhere is this more the case than with
the Nusra Front. Estimated to count some 6,000 to 10,000 fighters – including growing
numbers of foreign recruits from the Middle East, Africa and Asia – the Nusra Front was
reported to be very active in Aleppo, Idlib, and Damascus.79
Once derided as a regime false-flag operation, there is little doubt now that the Nusra
Front is little more than an offshoot of Al-Qaeda in Iraq and is responsible for multiple
car and suicide bomb attacks in the Syrian capital and other urban centers. The presence
of ideological and radical forces in Syria’s civil war was always going to be a challenge
so long as more moderate factions were unable to overcome their internal divisions and
gain access to more military resources
Lastly, the already important role of external actors will grow more critical as Syria’s
civil war continues to evolve. Countries like Saudi Arabia, Qatar, and Turkey have been
active supporters of the armed insurgency against Assad while the US and European
states have been important sources of external pressure and coalition-building against the
regime in Damascus. Meanwhile, Russia, Iran and China continue to wield influence with
Assad. There is significant daylight between the competing nations supporting either side
of Syria’s civil war. However, as with other similar conflicts – such as Lebanon’s 15-year
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civil war – external support by competing external actors will be critical to any effort to
legitimize a new political order in Syria.
None of the dynamics in Syria are simple, definitive, or predictable. Both the armed
opposition and the regime and its supporters are undergoing a rapid process of political
Darwinism and it is not possible to clearly determine who the key players in Syria will be
months from now, let alone in 2013 and beyond. What is certain, however, is that
regardless of if or when Assad falls or is replaced, Syria will struggle with the
militarization of society and the expansion of Islamist and radical forces for years to
come.

The Challenges of Military Intervention
Another critical wildcard affecting US-Iranian competition is outside intervention in
Syria’s evolving civil war. This has led a number of countries – including US NATO
allies such as France and Turkey – to consider options like creating a “humanitarian
corridor” in Syria, potentially along the border with Turkey, to provide relief to both the
Syrian population and dissident groups opposed to the Assad regime. Outside calls for
such options are echoed by Syrian opposition forces both in and outside Syria, including
the so-called Free Syrian Army (FSA) and the newly formed Istanbul and Cairo based
National Coalition for Syrian Revolutionary and Opposition Forces (NCSROF).
These calls do not address the real world challenges of creating such a “humanitarian
corridor”: joint and combined military operations to suppress Syria’s air defense network,
the need to neutralize the country’s air force, and eliminating Syria’s asymmetric
deterrence by containing unconventional threats from long range missiles (potentially
armed with chemical or biological agents) and instability along the Golan Heights. They
also do not address the risk of eventually having to engage loyal Syrian ground forces
(including large concentrations of Alawites) that see few prospects in a post-Assad Syria.
As has been discussed earlier, any Western or regional military intervention in Syria must
deal with Syria’s air defenses, tackle the country’s air force and contain risks from
unconventional and asymmetric threats. The US was indispensable to any NATO or UNled military effort in Libya and the same applies to Syria. Only the US has the mix of
capabilities and capacity to support and sustain such a military effort should it every
come to pass.
Syria is not Libya
However, Syria is not Libya. Libya is geographically far larger and mostly empty with a
smaller population and very limited military capacity overall. In contrast, Syria’s
population is more than three times larger than Libya’s, has almost 30 times the latter’s
population density and a much larger and far more capable military overall. Libya has
persistent tribal and ethnic divisions. However, Syria’s sectarian and ethnic divisions run
far deeper and resonate far more with regional tension along Sunni and Shi’a lines.
Unlike in Libya, Syrian opposition forces have yet to consolidate their control over
strategic territory and they do not currently have sufficient military resources at their
disposal to mount a decisive death blow against the regime’s military and security
apparatus. The Assad regime enjoys a far greater degree of control over the country than
did the Gadhafi regime, although that control has been significantly eroded, especially in
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the northern provinces of Aleppo and Idlib. While Syria’s state structure is not robust by
any measure and has shown signs of deep stagnation and decay for decades, 40 years
under Gadhafi utterly decimated Libya’s state structure and any semblance of statesociety relations.
Meanwhile, the Assad regime has shown it can rely far more on praetorian military units
and a significant cross-segment of the Syrian population, including most minority groups
(either out of fear or by choice) to either defend its interests or not to undermine the
regime further. Critical segments of the security forces remain largely loyal in no small
part thanks to decades of over-recruiting from the mainly rural Alawite community,
which has resulted in a strong corporatist military culture.
While Libya’s armed opposition forces were divided, Syria’s are far more so, with little
unity or agreement on ideology, the growing role of Islamist and Jihadi forces, and
discord about the potential role of foreign intervention. Unlike Libya, Syria complicates
the calculus of external actors by virtue of its sectarian and ethnic divisions. By some
estimates, Syria’s population includes 74 percent Sunni Muslims, 10 percent various
Christian groups, and the Alawite community and the Druze account for the remaining 16
percent. Meanwhile, Arabs account for some 90.3 percent of the population while Kurds,
Armenians and other minorities account for the remaining 9.7 percent.80
The Risk of Becoming Part of Syria’s Destabilizing Civil War
External military intervention, especially options involving ground forces, could
complicate what has already become an escalating civil war in Syria. The hardening of
sectarian rhetoric and the increase in tit-for-tat sectarian violence across the country also
mean that any large-scale internal conflict is likely to be sectarian.
There is little doubt that the regime did its utmost to ensure the re-emergence of sectarian
fault lines, chiefly between the country’s Sunnis on the one hand and the ruling Alawite
minority and other Christians and the Druze on the other. By waving the prospect of
destabilization and sectarian strife in Syria, the Assad regime hoped it could get its local,
regional and international opponents to back down.
Ultimately, the law of unintended consequences is such that the Assad regime may have
gotten far more than it bargained for. There is little to no certainty that sectarian tensions
that have been under the surface for years can be reversed or undone even under the best
of circumstances. In an effort to secure its own future, the Assad regime is risking a far
broader sectarian civil war in Syria.
Assumptions that any civil war in Syria will be short-lived ignore the reality that wars are
rarely expected to last longer or cost more than a fraction of what they actually do. They
also ignore local and regional factors, including the disposition of the population, the
scale of armed opposition, the corporatist nature of loyal military units, and the scale of
external support on either side of any conflict.
If international or regional forces were to commit troops or other forms of military power
to Syria, there would have to be extreme care to avoid mission creep. The lessons are not
only from US and coalition forces in Afghanistan and Iraq, but also the missteps of US
intervention and a failed multilateral peacekeeping force to a divided Lebanon in the
early 1980s.
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Given the many factors listed above, including internal communal divisions, the
praetorian nature of elite units, and the risk of internal displacement, direct military
intervention is far more likely to complicate the struggle for Syria than lead to ways to
solving it. Almost two years into the Syria the crisis, the US and its allies still face a
critical question: what are their vital interests in Syria, and do those interests lead to
intervention? So far, the answer seems to be no.
Iran
With the exception of Syria’s fighting political forces, Iran has the most to lose should its
key regional ally suffer further destabilization. Military intervention even on the most
limited scale would be particularly troubling to Iran and it might react accordingly.
Whenever Damascus has faced wholesale international pressure in the past, Iran has
traditionally responded with high-stakes foreign policy choices that often complicated
matters further rather than help secure and stabilize Syria’s regional position.81
Iran has already signaled its Palestinian allies, including Hamas and Palestinian Islamic
Jihad, to escalate instability in Israel, while Hezbollah remains largely held in reserve and
focused on supporting the Assad regime (though the group is also constrained by growing
Sunni-Shi’a tension in Lebanon). Iran also appears to have provided support to the Assad
regime as it confronts both peaceful protesters and armed insurgents.
In the event of more direct international intervention, there is no reason to assume that
Iran will not seek to support the Assad regime by deepening its own role in the country.
This could include mobilizing elements of the Iranian Revolutionary Guard Corp
(IRGC)’s Quds Force to play a more heavy-handed role, turning to Shi’a allies in Iraq,
and bolstering clandestine operations and asymmetric competition with the US, the EU
and their key (mainly Sunni) regional allies including Saudi Arabia and Turkey.
Not unlike its ally Hezbollah, keeping Assad in power appears to be only the first option
for Iran. Tehran’s secondary strategy centers on regime failure and a recalibration of
Iranian strategy in Syria geared towards preventing the emergence of a stable Sunnidominated government in Damascus.82 Should the Assad regime truly destabilize, Syria
will likely supplement if not outright replace Iraq as a key arena for regional competition
between Iran on the one hand and the US and its allies on the other.
Hezbollah
Syria has been a key lifeline of support of Hezbollah from its patron Iran, and its loss
could prove critical to the group’s long term local and regional posture. For a time,
Hezbollah avoided taking a strong public stand in favor of Assad, partly because of the
growing anti-Shi’a sentiment across the region. Since that time, Hezbollah has played a
more direct role in trying to shape the conflict. Hezbollah is reported to be involved in
five core arenas in Syria:83


First, Hezbollah veterans are reported to be the last line of defense protecting the Sayyidah
Zaynab Shrine – one of Shi’a Islam’s holiest sites- on the outskirts of Damascus.



Second, the militant group appears to have security over-watch in patrolling the Beirut to
Damascus highway. This is largely due to recurrent rebel IED attacks on the thoroughfare,
including against buses carrying Hezbollah fighters.
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Third, Hezbollah veterans have been critical to helping Assad forces turn the tide in the
regime’s favor in Zabadani between Damascus and the Lebanese border.



Fourth, Hezbollah fighters are tasked with protecting Shi’a villages east of the Bekaa Valley.



Fifth, members of the group are actively training Alawite and Shi’ite militiamen loyal to
President Assad.

Aside from its evolving role in Syria, Hezbollah has managed to minimize its broader
regional footprint, especially with regard to the UN Blue Line and potential escalation
with Israel. This could be put to a serious test, however, should Iran and Syria require
Hezbollah to escalate along the UN Blue Line as a response to intervention in Syria. This
could also raise questions about proliferation risks should Damascus decide to transfer
additional sensitive military hardware, such as advanced SSMs, major SAMs or ASCMs
to the Shi’a group.
The Southern Gulf States
The Southern Gulf states, led by Saudi Arabia and more recently Qatar and the UAE have
become a steadily more important factor affecting US and Iranian responses to instability
in Syria.
In the first half of 2011, most states in the Arab League feared spillover effects from
instability and protests in Tunisia, Egypt, and Bahrain. The richer and more stable oil
monarchies of the Gulf Cooperation Council (GCC) moved quickly to insulate
themselves from the effects of regional unrest. This has included greater investment in
job creation, more subsidization, and more energy focused on addressing some of their
lingering socioeconomic grievances. In the latter half of 2011, the GCC states – led from
the front by Qatar and, more critically, from the rear by Saudi Arabia – have grown
increasingly critical of Syria as the cycle of violence went on unabated.
At the rhetorical level, the Gulf states (with a majority Sunni population) have grown
increasingly critical of Assad’s crackdown on his mainly Sunni political opponents. This
comes at a time of growing negative public opinion toward Shi’a Iran. At the geopolitical
level, Iran underestimated just how concerned the Gulf states are about the implications
of unchecked Iranian hegemonic aspirations in the wake of the U.S. withdrawal from
Iraq. Growing pressure on Syria from the Arab League, led by the GCC, is meant in part
to influence the regional balance against Iran and to shape inter-Arab politics by seizing a
rare opportunity to shape the internal balance of power in Syria.
Spillover Effects
In the event of Syria further deteriorates or some form of outside military intervention
takes place, it is highly unlikely that the regional spillover effects can be contained.
Lebanon’s Sunni-Shi’a tensions could escalate leading to miscalculation and potentially
deeper communal violence. Israel, which has struggled to insulate itself from Syria, will
face a broadening of instability in the Levant. Jordan, though largely stable now, will also
have difficulty insulating itself and faces pressure from its own internal Islamist political
forces.
While Lebanon has already seen an escalation in Sunni-Alawite tension in northern
Lebanon, Iraq’s Sunnis and Shi’ites are divided in their response to Syria; the former has
shown a willingness to aid Syria’s mainly Sunni opposition forces, while the latter has
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sought tighter controls of the Syria-Iraq border and has avoided real condemnation of the
Assad regime. 84
All four countries could also face difficulties in managing their large Palestinian refugee
populations should Syria deteriorate further. Turkey’s core focus remains the Kurdish
question, which is likely to escalate both in Turkey and along the frontier with Syria
should Damascus destabilize further. While sensitive to US and Saudi foreign policy
concerns, Iraq remains a mainly Shi’a country on the border of a mainly Sunni Syria.
Growing Sunni-Shi’a regional acrimony could inform how Iraq reacts to further
instability in Syria.

Scenarios for a Volatile Future
Even if some combination of US, Turkish and European military intervention does take
place in Syria, it seems likely that Syria will experience deep instability for years to
come, regardless of whether or not Assad stays in power and irrespective of any potential
external intervention. Several scenarios illustrate the potential trajectories the Syria crisis
may take, trajectories that can impact or be impacted by the strategies of competing local
actors and their regional and international allies.


The first scenario would be the institutionalization of sectarian politics in Syria through
administrative decentralization or a loose confederal power-sharing arrangement. Prior to
instability in 2011 and 2012, Syrians prided themselves on being above the communal politics of
their similarly diverse post-Ottoman neighbors, Lebanon and Iraq. However, more than a year of
bloody unrest coupled with deepening sectarian dividing lines make it highly unlikely that Syria’s
Sunni majority will accept going back to a power structure that institutionalizes de facto Alawite
control. By the same token, Syria’s Alawites and other minority groups will refuse to give up
power in ways that would relegate them once more to the bottom of the political food chain in
Syria. Furthermore, the continued erosion of the Syrian state in areas where opposition forces now
have de facto control may challenge future central government authority.
Agreeing on a communal power-sharing model may be one answer to stave off long-term
communal conflict, but history and similar experiences in Lebanon and Iraq point to the
complexities and inherent instability of institutionalizing sectarianism. Another option is to
consider administrative decentralization and strengthening local government structures. Morocco
continues to experiment with a controlled process of decentralization, albeit not without
reservations about rapidly weakening monarchical rule and empowering sub-national groups.85
What is certain is that either outcome has a low probability of success in the absence of strong
internal, regional, and international support.



A second scenario that Syria might face is protracted civil war. Not unlike the decade-long conflict
in Algeria, the Assad regime may find the means to sustain military superiority over the
insurgency in key centers of regime power and autonomy. But that will do little to either address
underlying popular grievances or prevent the opposition from metastasizing further as the crisis
persists.
External actors such as Russia and Iran – but also Saudi Arabia, Qatar, the US, and other nations –
are likely to provide more financial and military support to their respective clients in Syria.
Meanwhile, Jihadi and Islamist elements within the insurgency against Assad – such as the Nusra
Front – could play a growing and increasingly dangerous role in shaping Syria’s future. None of
these factors are static and there is no clear end state for this model. One side may ultimately win,
but a more likely outcome is the further decaying of political and civil life in a country with only
limited experience in terms of post-independence politics and institution building, as was the case
in Algeria and Lebanon.
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A third scenario for Syria would entail communal separation or outright secession by the ruling
Alawite sect. So far, the Syrian opposition has failed to present a true challenge to the Assad
regime’s ability to maintain relative control over the country. However, should Assad fail to hold
onto large swaths of Syrian territory or effective command and control – perhaps as a result of
military intervention – his Alawite sect, as well as other smaller communities, may opt to
consolidate their position in parts of the country they can hold on to effectively, specifically the
Mediterranean coastline and the community’s ancestral towns and villages in the Nusayri
mountains in the northwest of the country.
Syria’s Alawites have experienced autonomy – albeit short-lived – during the 1920s under the
French mandate. Another driver toward autonomy may be what happens to minorities when they
lose power in the Levant, specifically the recent loss of Sunni control in Iraq and the downgrading
of the Christian Maronite community in postwar Lebanon. Unlike in those countries, Syria’s
military remains largely Alawite dominated and could serve as a bulwark to defend discrete
communal interests. This model also presents significant challenges, not the least of which would
be the prospects of ethnic cleansing in Syria and the potential creation of a landlocked and
resource-poor rump state with a large Sunni population.

None of these scenarios offers an optimal or stable future. However these are the three
most realistic outcomes is a testament to the scale of the tragedy of Syria. The crisis has
gone well beyond simple notions of good and evil tied to Assad’s brutal rule. The
postcolonial Syrian national experiment is coming apart, and there is very little anyone
can do to reverse the process. Short of letting events play out through a cycle of violence
or intervening without a solution to stabilize the future, external forces may have little
choice but to pursue strategies that address Syria’s increasingly communal politics. The
alternatives could be civil conflict and cantonization.

No Good Options for Syria’s “Arab Decade”
No amount of repression will reverse the fractures in Syrian society. Moreover,
migrations, lasting memories of violence, national economic decline, and isolation will
all challenge any regime in Damascus for years to come, as will the hostility of
neighboring Sunni Arab states – a problem that Syria’s increasingly sectarian crisis is
scarcely going to ease.
Instability in Syria is also a problem that will not go away with the departure of Assad
and his inner circle or through military intervention. The underlying grievances tied to
economic performance, opportunities for socioeconomic advancement, and hopes for
better governance are such that any regime in Damascus will have to come to terms with
the fact that Syria faces years, if not decades, of instability.
While some of the internal, regional, and international dynamics in Syria can be isolated,
the crisis in Syria remains closely linked to Western and Arab Gulf competition with
Iran. Beyond the regional balance of power is the reality that a deepening crisis in Syria
straddles broader regional Sunni-Shi’a fault lines, as well as the Kurdish issue and the
full range of sectarian tensions in Lebanon and Iraq. Syria is central now to all these
divisions, which have grown to be nearly intractable and pose real challenges for a
Middle East caught in a cycle of spiraling conflict.
As none of the paths to a diplomatic solution in Syria are either easy or optimal to all
players at once, a political settlement of the conflict that enjoys the broadest possible
level of internal and external support continues to be the best available option in the face
of heightening violence and instability.
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Competition Over Israel
Israel is particularly important in US-Iranian competition because the firm US
commitment to Israel’s security plays a key role in shaping every aspect of attitudes
regarding the US and relations with the US in the Arab and Muslim worlds. The changing
dynamics of the Arab-Israeli military balance have been discussed in Part I but US ties to
Israel have an important regional political and strategic impact as well.

US Policy Towards Israel and Iran’s Response
Ever since the Arab-Israeli conflict of 1967, Israel has had the firm support of successive
US administrations and national public opinion. Relations with the Arab world have
suffered as a result, but the US has seen the benefits as outweighing the costs. However,
the US has also continued to support broader Arab-Israeli peace efforts and the position
that Arab states would have more to gain over time from normalization with Israel, a
position strengthened by the threat of further Soviet encroachment in the Middle East.86
Israel has grown into a key US ally and regional superpower buttressed by the strongest
regional economy and national security and military establishment. The US and Israel
also share a number of core foreign policy objectives in the Levant, which include
limiting Iranian influence in the Levant through Syria, Lebanese Hezbollah and
Palestinian Hamas.
While Israel remains a key strategic partner of the US, and is important to the broader
strategic contest with Iran, America’s ties to Israel remain grounded on moral and ethical
rather than strategic grounds. At the best of times, the Israeli government provides some
intelligence, some advances in military technology, and occasionally functions as a
source of regional stability to Jordan and other Arab states. However, Israeli military
intervention in Arab and Islamic affairs has proven over time to be as destabilizing as
beneficial with the real risk of Israel unnecessarily making itself a US strategic liability
when it should remain an asset.87 This is especially true with regards to US efforts in
seeking a lasting peace between Israelis and Palestinians.
Figure VIII. 7 shows the broad patterns of US military and economic support over the
1980 to 2011 period. While the US no longer provides Israel with economic support
funds, this has been largely offset by a net increase in security assistance dollars and the
highest levels of US military aid to the broader Levant.
For its part Iran sees Israel as one of its primary regional hegemonic competitors. It
would be difficult for Iran to garner the level of support it appears to enjoy in the Arab
world were it not for the growing pessimism that surrounds the Palestinian question. Iran
has been successful at turning the lack of momentum on the Palestinian statehood issue to
its advantage both regionally and in the context of US-Iranian completion in the Levant.
Iran cannot begin to compete with the US in Israel. Israel and Iran are the region’s main
strategic competitors and Iran’s core interest is to undermine the hegemonic aspirations
of both the US and Israel. To that end, Iran continues to foil efforts to advance ArabIsraeli peace efforts, and it continues to back Palestinian militant groups, such as Hamas
and Islamic Jihad, as a means of harassing Israel and undermining US interests in
favorable regional stability.
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Figure VIII.7: Historical Data on U.S. Military and Economic Aid to
Israel
(In millions of current US dollars)

FMF, FMS & ESF, 1980-2011
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Note: “FMF” is Foreign Military Financing. “FMS” is Foreign Military Sales. “ESF” is Economic Support Fund. 2011
FMF figures are requested values.

Source: Adapted by Aram Nerguizian from the Defense Security Cooperation Agency Fiscal Year Series, updated on
September 30, 2009, and Congressional Budget Justification for Foreign Operations, various fiscal years.
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The US-Israeli Military & Security Partnership
The US has provided Israel with enough military assistance to preserve Israel’s military
superiority over its neighbors. Figure VIII.8 offers a snapshot of major US arms deals
with Israel over the 2005 to 2011 period, totaling more than $25 billion.
Israel does, however, face a growing asymmetric threat that is further amplified by the
continued risk of conflict if not war between Israel and the Lebanese Shi’a movement
Hezbollah. Backed by Iran and Syria, the group fought Israel on numerous occasions
since its founding in the 1980s.
The most recent round in the ongoing Israeli-Hezbollah conflict took place in 2006. The
33-day war left Israel with an inconclusive military outcome and Hezbollah’s command
and control structure largely intact and able to coordinate missile strikes in northern Israel
until the end of hostilities. The US granted access to its stockpiles of military equipment
in Israel during the 2006 conflict. The stockpiles included missiles, armored vehicles and
artillery munitions. Put into practice in the early 1980s as an effort to boost bilateral
collaboration, the value of these stockpiles stood at some $800 million in 2010.88
This led to even more of a joint emphasis on boosting Israeli missile defense capabilities
as part of the US effort to boost Israel’s deterrence capability and in support of US
objectives of denying Iran an effective asymmetric strategy. US-Israeli missile defense
cooperation includes co-development of a number of systems designed to counter threats
from short-range missiles and rockets used by Hamas and Hezbollah as well as solutions
for medium to long-range ballistic systems currently in Syrian and Iranian arsenals.89
This is discussed in greater depth in a separate section on the asymmetric military balance
in the Levant.
US military aid to Israel is a critical lever of influence as American policy evolves to
meet the challenges of a region in flux. However, given strong congressional support for
arms transfers and aid to Israel, successive administrations have faced significant
challenges in using the sustainment or the withholding of military aid as an effective
means of getting Israeli decision-makers to satisfy regional US policy goals.
There is some risk that US budgetary and fiscal austerity measures could have a negative
impact on US foreign assistance programs with possible ramifications for future US aid
levels. It is important to bear in mind, however, that US military aid to Israel indirectly
supports US defense firms, given that the bulk of FMF funds must be spent in the US.
However, increased scrutiny of foreign aid funds is real, and if Washington cannot
address economic woes at home, Israel’s $3 billion annual economic and defense aid
package may become increasingly difficult to justify – in part given Israel’s recently
higher levels of economic growth when compared to the US.90
While Iran is not a direct threat to Israel in the conventional military sense, Iran’s
attempts to develop increasingly capable ballistic missile systems and its support for both
state and non-state actors in the Levant that are opposed to Israel have deepened the
perception in Israel that Iran poses a critical asymmetric threat. The official US position
in 2011 is to leave all options on the table, while the impetus remains on building an
international consensus behind sanctions and diplomatic pressure, followed by
internationally-backed military options should diplomacy fail. Israel, on the other hand,
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sees Iran as an existential threat. A single nuclear, chemical or biological strike on Tel
Aviv and/or Haifa would raise major questions about Israel's future existence.
Figure VIII.8: Select U.S. FMS Congressional Notifications for Israel
2005-2011
(In current US dollars)

Date

Weapon System/ Equipment

Cost

100 GBU-28 with equipment and services
April 29, 2005

$30 million

JP-8 aviation fuel
July 14, 2006

August 3, 2007

August 24, 2007

$210 million

JDAM, PAVEWAY II tail kits, MK-83 bombs, MK-84 bombs,
GBU-28, BLU-109, components, equipment and services

200 AIM-120C-7 AMRAAM air-to-air missiles with equipment and
services

$465 million

$171 million

August 24, 2007

30 RGM-84 BkII HARPOON SSMs, 500 AIM-9M SIDEWINDER
air-to-air missiles with equipment and services

$163 million

October 29, 2007

TOW-IIA, AGM-114 MSLs, PATRIOT GEM+ , HEDP, HE rounds,
various munitions with equipment and services

$1.329 billion

25 T-6A Texan aircraft, equipment and services
June 9, 2008

July 15, 2008

$190 million

4 Littoral Combat Ships (LCS-I), weapons, systems equipment and
services

$1.9 billion

JP-8 aviation fuel
July 15, 2008

$1.3 billion

9 C-130J-30, engines, systems, equipment and services
July 30, 2008

September 9, 2008

September 9, 2008

$1.9 billion

1,000 GBU-39, mounting carriages, simulators, trainers, systems,
equipment and services

28,000 M72A& LAAW, 68,000 training rockets, equipment and
services

$77 million

$89 million
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September 9, 2008

3 PATRIOT System Configuration 3 fire unit upgrades, equipment
and services

$164 million

September 29, 2008

25 F-35 CTOL JSF, 50 F-35 CTOL, engines, C4/CNI, other systems,
equipment with services

$15.2 billion

August 5, 2010

60 million gallons of unleaded gasoline, 284 million gallons of JP-8
aviation jet fuel & 100 million gallons of diesel fuel

$2 billion

Note: “FMS” is Foreign Military Sales. Costs are letter of offer and acceptance (LOA) estimates that are subject to
change and re-costing.

Source: Adapted by Anthony H. Cordesman and Aram Nerguizian from DSCA data on 36(b) Congressional arms sales
notifications.

Regional Arab Protests & Potential Consequences for
Israel
It is far too soon to predict the long-term consequences of the current upheavals in the
Arab world for any country or faction. What is clear, however, is that any deterioration or
instability in countries surrounding Israel could undermine its security– a situation that
could benefit Iran and that the Islamic Republic could seek to exploit.
In 2007, the IDF launched its first five year military plan in the wake of the 2006 war
with Hezbollah. Known as Teffen 2012, the 2008-2012 plan made a number of
assumptions concerning the kinds of threats Israel would face. These included the
likelihood of continued conflict with the Palestinians, the potential for war with Syria or
Hezbollah, and the emergence of a nuclear-capable Iran. Teffen 2012 also took into
account the possibility of “dramatic” change in regimes in countries Israel considered
moderate, including Egypt and Jordan. This “ring of fire” scenario was viewed as “worst
case” when it emerged in 2007.91
Some four years later:
•

Egypt has seen the ouster of President Mubarak, mounting instability in the Sinai, continued
insecurity along the Egypt-Israel border, the potential rise of Sunni and Salafi political forces in
Cairo, and the real risk that bilateral relations with Egypt could deteriorate further. Jordan has seen
unprecedented protests with unheard-of criticism of the monarchy from across the spectrum of the
Jordanian political opposition.

•

Syria, Israel’s long-time regional opponent, saw instability along its border with the Golan Heights
for the first time since the 1973 Arab-Israeli conflict, along with the strongest opposition so far to
Bashar Al-Assad’s rule, with thousands dead and no clear end-state in sight for Damascus.
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•

The Palestinians, thanks to Egyptian mediation, have taken steps towards Fatah-Hamas
reconciliation, and frustration with a beleaguered peace process have led to a Palestinian bid for
UN recognition in late September 2011. Turkey, a long time non-Arab ally, is now estranged from
Israel, in part as a means of bolstering its own credibility in a changing Sunni Arab world.

•

Lebanon remains largely stable despite the change in government in early 2011, but tensions have
mounted thanks to the hot-button issue of potential Israeli-Lebanese energy reserves in the
Mediterranean.

It is difficult for Israel to see these developments and not feel growing uncertainty and
risk. From one perspective, developments in the region benefit Iran at Israel’s and the
US’s expense. Long-time regional allies are gone and long-nurtured strategic partnerships
are now in a state of flux. Iran could add to this tenuous scenario by fomenting instability
– something it already seems to be doing through fringe Palestinian militant groups in
Gaza.
From another point of view, recent events may not be benefiting Israel and the US in the
short-term; however, Iran could be a significant loser regardless. The potential loss of
Syria could severely undercut Iran’s ability to project its foreign policy clout to the
Levant in support of its regional allies. Another challenge could be the emergence of a far
more authentic Egypt in tune with many of the regional aspirations of the Arab people.
As the most populous Sunni Arab state, Egypt could severely undermine Shi’a Iran’s role
in inter-Arab affairs. However, whether this can and will happen is uncertain, as is
whether it can be done without sacrificing peace with Israel on the altar of Arab public
opinion.
Ironically, these developments give both Israel and the Palestinians even stronger
incentives to reach a comprehensive peace deal. A final Israeli-Palestinian peace deal
could serve to defuse much of the regional discontent with Israel while also eliminating
Iran’s bully pulpit as a regional confrontation state. By the same token, there is no worse
time for peace between Israel and the Palestinians. Both Palestinian and Israeli political
dynamics are shifting increasingly to the right with decreasing room to maneuver. Israelis
also fear suing for peace at a time when doing might be perceived as a sign of fear and
insecurity.
While some Israeli leaders have tried to show some optimism amid regional change –
Israeli Defense Minister Ehud Barak called the potential departure of Syria’s Assad a
“blessing” for the region and a “blow to the Iran-Hezbollah axis”92 – there are far more
that remain uncertain and wary of what change will entail; some have gone so far as to
call recent events an “Arab nightmare” rather than an “Arab Spring.”
The US will continue to support Israel during this period of regional change and will
remain a key guarantor of Israeli security. The US also has an interest to promote its own
positive role as regional states struggle with their transitions. Failing to do so could only
harm the US to the benefit of its regional opponents, including Iran. The Palestinians’ bid
at the UN in late September may not show it, and Israelis may doubt it, but the US has
never needed a diplomatic success on the Palestinian-Israeli track as badly as it does
today.
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Competition Over the West Bank & Gaza Strip
The US and Iran continue compete for influence over the Palestinians in both the West
Bank and Gaza, along with Israel, outside Arab states, and a wide range of non-state
actors. US policy towards the West Bank and the Gaza Strip focused on the largely
geographic factional split between the Fatah-led Palestinian Authority (PA) in the West
Bank and Hamas in Gaza.
In the wake of the 2007 Hamas takeover of the Gaza Strip, the US has continued to
support President Mahmoud Abbas and his “caretaker” government in Ramallah. Days
after Abbas tasked Salam Fayyad, an independent technocrat, with organizing the interim
government as Prime Minister, the US lifted economic and political embargos on the PA.
The Bush Administration and the US Congress were hopeful that boosting aid levels
would foster economic and security gains that would then in turn be conducive to
peaceful coexistence between a future Palestinian state and Israel.93

US Security Assistance to the Palestinians
US security assistance is a key tool in moving towards an Arab-Israel peace and
countering Iran, but one that has had only mixed success. US aid to the Palestinian
Authority is meant to train and equip PA civil security forces in the West Bank loyal to
President Abbas so that they could counter Hamas, Palestinian Islamic Jihad and other
militant groups in order to promote the rule of law in anticipation of a future Palestinian
state. As was previously mentioned, significant assistance has come through the
International Narcotics Control and Law Enforcement (INCLE) account, through which
some $545.4 million was appropriated since 2007 for programs in the West Bank.94
•

Figure VIII.9 shows overall US bilateral assistance to the Palestinian Authority over the FY2005
to FY2012 period, including INCLE funding. Figure VIII.9 also shows a breakdown of planned
spending for FY2012. Both tables show that while security funding has increased considerably
since 2007, Economic Support Funds (ESF) continue to constitute the bulk of direct US assistance
to the PA.

•

Figure VIII.10 and Figure VIII.11 show the structures of both the Fatah-led PA’s security forces
and those of the Hamas-led government in the Gaza Strip. While forces in the West Bank are
larger and better funded thanks to US and EU aid funds, Hamas’ security forces were reported to
be both more professional and more capable on the ground. Furthermore, this was reported in spite
of the absence of any substantial external support to Hamas’ security forces. 95
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Figure VIII.9: Actual & Proposed U.S. Bilateral Assistance to the
Palestinians
(In current US$ millions)

Levels of Aid, FY2005-2012
Account

FY2005

FY2006

FY2007

FY2008

FY2009

FY2010

FY2011

FY2012*

ESF

224.4

148.5

50.0

389.5

776.0

400.4

400.4

400.4

6.0

4.4

19.488

-

20.715

-

-

-

INCLE

-

-

0

25.0

184.0

100.0

100.0

113.0

Total

230.4

153.243

69.488

414.5

980.715

502.9

550.4

513.4

P.L. 480
Title II
(Food Aid)

Proposed Spending Plan for FY2012
Amount

Purpose

Economic Support Fund
($400.4 million total)
$200 million

$200.4 million

Direct budgetary assistance to the Palestinian Authority in the
West Bank

Assistance for the West Bank and Gaza through USAID





$20.0 million – governance, rule of law, civil society
$79.7 million – health, education, social services
$53.2 million – economic development
$47.5 million – humanitarian assistance

International
Narcotics
Control
and
Law
Enforcement (INCLE)
($113 million total)
$77 million
Training, non-lethal equipment, and garrisoning assistance to
PA security forces in the West Bank, supporting efforts by the
US Security Coordinator
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Assistance for PA Ministry of Interior and for the justice sector
(prosecutors and criminal investigators) to improve
performance, efficiency, and inter-institutional cooperation,
rule-of-law infrastructure, including courthouses, police stations
and prisons

Note: All amounts are approximate; “bilateral assistance” does not include U.S. contributions to UNRWA or other
international organizations from the Migration and Refugee Assistance (MRA or Emergency Refugee and Migration
Assistance (ERMA) accounts. Amounts for FY2012 have been requested but not yet appropriated.

Source: Adapted by Aram Nerguizian from U.S. State Department and USAID data, Congressional Budget
Justification for Foreign Operations, various fiscal years, Jim Zanotti, “U.S. Foreign Aid to the Palestinians,” CRS
Report for Congress, RS22967, May 31, 2011.
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Figure VIII.10: West Bank Palestinian Security Forces
Organizational Chart in 2011

* The PA President is designated Commander-in-Chief under the revised Basic Law of 2003 with authority over all
PASF branches. Under the Law for the Palestinian Security Services of 2005 he delegates responsibility for internal
security to the Council of Ministers

**The two agencies may have additional informers.

Source: Yezid Sayigh, “Policing the People, Building the State: Authoritarian Transformation in the West Bank and
Gaza,” The Carnegie Papers, February 2011, p. 6.
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Figure VIII.11: Gaza Palestinian Security Forces Organizational
Chart in 2011

***The agency may have additional informers.

Source: Yezid Sayigh, “Policing the People, Building the State: Authoritarian Transformation in the West Bank and
Gaza,” The Carnegie Papers, February 2011, p. 6.
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Implications of Potential Fatah-Hamas Reconciliation
Iran has problems of its own in dealing with the Palestinians, although not necessarily in
ways that will benefit the US. On April 27, 2011, Fatah and Hamas announced a surprise
unification deal. Built upon secret talks mediated by Egypt’s new interim government,
representatives from both sides were optimistic that this latest round of negotiations
would succeed where others failed. The sudden move came on the heels of changes in the
regional balance of power and changes to Palestinian strategies meant to secure
statehood.
Popular uprisings in Egypt and Syria have meant that the two Palestinian groups needed
to cooperate in order to compensate the weakening of both players’ relative bargaining
power.
Egypt, which was newly reconciled with its own Islamists, was in a far better position to
bring Hamas back to talks with Fatah. Meanwhile, Syria continued to face the real risk
that Bashar Al-Assad’s regime could collapse, thus threatening to downgrade much
needed support for Hamas. By moving quickly on the path to reconciliation and not
waiting for events to unfold in Syria, Hamas appeared to have secured its place at the
negotiating table with Fatah as an equal. Meanwhile, Fatah, reeling from failed peace
talks between the Fatah-led PA and Israel, sought to secure recognition of Palestinian
statehood at the UN General Assembly in September of 2011.96
Washington had hoped that it could broker a deal between the Fatah-Led PA and Israel,
and was arguably disappointed at the collapse of talks. There is also a great deal of
apprehension at the prospect of “losing” Fatah to a unity government with Hamas. The
latter is considered a terrorist organization by the US and other Western states, and a real
risk exists that a Palestinian unity government that included Hamas risked losing
considerable foreign assistance from the West.97
A great deal of uncertainty remains. Fatah and Hamas leaders President Mahmoud Abbas
and Khaled Meshal signed the reconciliation deal in Cairo on May 4, 2011.98 By July
there were already signs that the Hamas-Fatah deal was coming apart at the seams in no
small part thanks to Fatah and Hamas intelligence and security cadres opposed to the
move and lack of unity over who should hold the post of interim prime minister. To add
to an already difficult Palestinian political environment, Israel seized Palestinian tax
revenues while the US threatened to end financial support for the PA.99
While the US has reason to be concerned about any Fatah-Hamas reconciliation effort, it
is important to bear in mind the changes taking place in Iran’s position in interPalestinian dynamics. While initially supportive of the Hamas-Fatah deal, Iran has grown
disenchanted with the agreement as it failed to produce much sought-after Iranian
rapprochement with Egypt.100 Continued instability in Syria may have also contributed to
increased apprehension on the part of Tehran in a bid to restore the core pieces of its
“resistance axis.”

Iran & the Palestinian Islamist Wildcard
Iran has continued to try and bolster its position and that of Syria. One tool Iran has had
at its disposal was the mobilization of Palestinian Islamist groups in support of Syria.
However, Hamas has so far refused to provide its backing behind the regime.
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While Hezbollah has backed the Assad regime, Hamas has not. One possible explanation
for this divergence is Sunni Hamas’s desire not to alienate the mainly Sunni Syrian
opposition, given the militant group’s own view that the Assad regime is not likely to
survive the latest round of instability. A strong pro-Assad position would likely weaken
Hamas’s position in the mainly Sunni Arab Middle East. As such the group may not be
able to afford overtly backing Syria’s crackdown. Shi’a Hezbollah, on the other hand has
other calculations to take into account, including its own tenuous position in Lebanon’s
deeply divided sectarian landscape, and its need to balance against domestic pressures by
consolidating its relationship with Tehran.
Iran has reacted by turning to other Palestinian factions. Iran has been frustrated by
Hamas’ overtures to Fatah and weary of its refusal to pledge its support for Syrian
president Bashar Al-Assad. Jane’s reported that in early August 2011, Iran directed proIranian Palestinian Islamic Jihad (PIJ) to launch rocket attacks on Israel as part of a
broader pressure tactic against Hamas. Jane’s added that Iran would not direct PIJ to halt
firing missiles until Hamas declares its support for Assad, potentially provoking a strong
Israeli military response against the Gaza Strip in the meantime.101
On August 9, 2011, Jane’s reported that the IDF had authorized the deployment of an
Iron Dome anti-rocket battery in response to PIJ rocket fire from the Gaza Strip.102 Later
on August 18, 2011, Palestinian militants fired two Grad rockets at Ashqelon in Israel’s
Southern district. The attack resulted in no casualties with one of the rockets landing in
an open area while the second was intercepted by the Iron Dome system.103 The Popular
Resistance Committee (PRC) took credit, as well as acknowledging a separate roadside
bombing and shootout the same day near the Jordanian border. The Israeli military
retaliated with airstrikes against both PRC and Hamas offices in the strip. Hamas
vehemently denied any involvement in the attacks.104
There is some circumstantial evidence that indicated the latest round of Palestinian
violence was encouraged by Iranian efforts to balance external threats against its core
regional ally Syria. It may also represent an Iranian effort to coax Hamas into a proAssad position – a move the group is loath to pursue. Pressured to action by Iran and
increasingly unsettled in Syria, Hamas was reported to be looking to move its external
political bureau from Damascus to another regional capital. However, the initial response
to Hamas was lukewarm at best with no major countries offering to host the group.105
In January 2012, Khaled Meshal and other top Hamas officials decided to leave their
headquarters in Damascus.106 While the report cited security concerns in the wake of
Syria’s protracted cycle of popular unrest, it is more likely that this reflects a strategic
shift on the part of the Islamist group. This could be driven by the reality that Syria’s
crisis is likely to be protracted and Hamas’s desire to recalibrate its position to allow it to
continue to garner the support of the region’s Sunni Arab majority.
While it is still uncertain where Hamas will relocate its leadership, it is clear that the
group has espoused the region’s popular protests, if only at the rhetorical level. In a break
with years of ties with the Assad regime, Hamas’s Prime Minister in Gaza, Ismail
Haniya, declared the group’s support for protesters aspirations for political change in
Syria in late February 2012.107 That the statement was issued from the Al Azhar mosque
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in Cairo was at least equally symbolic; Egypt under President Hosni Mubarak was hostile
to Hamas, an offshoot of the then-banned Muslim Brotherhood.
The Palestinian Islamist wildcard has proven crucial to projecting Iranian influence in the
Levant as a means of impacting the Arab-Israeli conflict. Relying on groups like Hamas
was also an important means of shoring up much needed Sunni support for Iran in the
region. A very public break between Syria and Hamas is a setback for Iran, but the
Islamic Republic continues to cultivate ties with Palestinian Islamist groups. So far,
Tehran has also rejected a deeper isolation of Hamas for siding against the Assad regime,
going so far as to invite Prime Minister Haniya to Tehran in early February 2012 for
consultations.108
There is little the US can do to capitalize on rifts between Syria and Hamas. US
engagement with the Egyptian Muslim Brotherhood was relatively robust; in contrast, it
will prove far more difficult for the US to build brides with an Islamist group the US
government considers to be a terrorist organization. Meanwhile, given Iran’s unwavering
support for the minority-led Assad regime in Syria, it is unclear how well and for how
long Iran can sustain its policy of supporting such groups. What is certain is that unlike
the US, the Islamic Republic has shown it is flexible enough to at least try and recalibrate
to shifts on the Palestinian political scene.

The US, Iran & the Palestinian bid for Statehood
On September 23, 2011, Palestinian President Mahmoud Abbas formally asked the
United Nations to recognize a Palestinian State.109 While the move defied US pressure to
abandon the effort in favor of resuming negotiations, the request and a UN vote
endorsing it in late November 2012 did much to re-energize Mahmoud Abbas’s waning
presidency, bolstering his popularity and undermining the perception that the Palestinian
leader was weak.110
The Palestinian move did present a challenge to US policy at a time of increasing popular
upheaval across the Arab world. While the Obama Administration supported the
establishment of a Palestinian state based on the 1967 lines with mutually agreed land
swaps,111 the US nevertheless declared its opposition to Palestinian efforts to secure
statehood through the UN Security Council.112 While the position is part and parcel of the
US’s strong bilateral ties to Israel, it does go against the tone of regional democratic
aspirations and US efforts to play a leading role in support of positive transformation
across the Middle East.
While the nuances of US policy both inform and limit Washington’s approach on the
Palestinian push for statehood, Iran’s position on the bid is no less challenging. On
October 1, 2011, Iran’s supreme leader, Ayatollah Ali Khamenei, rejected the
Palestinians’ bid for statehood at the UN, commenting that a deal that accepted Israel
would threaten the security of the Middle East and leave a “cancerous tumor” unchecked
in the region.113 Similar to the US position, the Iranian stance on the Palestinians’ UN bid
is also fraught with danger. Through its bid to support Palestinian factions opposed to
normalization, as well as its efforts to support regional allies Syria and Hezbollah, Iran
risks further degrading its shrinking popularity in a mainly Sunni Arab Middle East.
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The Palestinian UN bid is important to US-Iranian competition in part given that it
remains unclear what the future holds and which player will seize the initiative first. The
formal recognition on November 29, 2012 by the UN of Palestine as non-member
observer state could provide the ailing and increasingly marginalized government of
Mahmoud Abbas a boost in the wake of a week of fighting between Hamas and Israel.114
This could be especially important in the wake of a conflict where Hamas was seen as
able to score important political points locally and regionally.
That the US was again in the minority of countries opposing Palestinian statehood is a
testament to the complexities tied to competing US policy priorities and objectives.
Nonetheless, the US may still try to capitalize on the UN vote and Israel’s perceived
military success in November 2012 against Palestinian militants in Gaza to think about
ways to restart talks between Israelis and Palestinians.
In short it is as unclear that either Israel or the Palestinians really see the other as a viable
peace partner or that the US can maneuver Israel and the Palestinians to a political
position that can allow the US to decisively endorse a move to Palestinian statehood. It
also remains to be seen how effectively Iran can move to foil US and other states’ peace
efforts at a time when Iran faces a more cohesive Gulf Arab position and continued
instability in Syria.

Competition Over Egypt
Egypt is the Arab world’s most populous nation and one of the Middle East’s most
important regional actors. While the days of Egypt as the epicenter of Pan-Arabism have
long since passed, the country continues to envision itself as the champion of Arab
nationalism. 115 Egypt and Iran have also been rivals throughout much of the 20th century.
Over the last 30 years, the Egyptian-Iranian regional rivalry persisted and increased
markedly in the wake of the US invasion of Iraq and the expansion of Iranian and Shi’a
influence in the Middle East. Today, Iran continues to be viewed largely as a Persian
Shi’a regional foil.116
The 1979 Islamic Revolution in Iran cost the US one of its core regional allies but it was
also in 1979 that Egypt and Israel signed a US-brokered peace deal ending years of
conflict. In the three decades since then, Egypt has grown into one of America’s core
regional allies along with Israel, Jordan, Saudi Arabia and Turkey.
Some Egyptians felt that Egypt’s foreign policy re-alignment in 1979 came at the
expense of the country’s leadership in both regional and Arab politics.117 Nevertheless,
Egypt under Mubarak remained deeply concerned with Iranian support for Palestinian
militant and Islamist groups such as Hamas, clandestine operations in Egypt by Iranianbacked groups such as Hezbollah, Iran’s role in Iraq, and the ongoing development of
Tehran’s nuclear program.
Egypt under Mubarak also seemed to be a source of stability, predictability, and relative
moderation as far as US interests were concerned. However, there are now deep
questions about what role a post-Mubarak Egypt will play both in the context of USIranian strategic competition, and more broadly in the realm of inter-Arab and regional
politics.
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US Policy Towards Egypt
US policy towards Egypt over the past three decades has been predicated upon its role in
maintaining regional stability, promoting strong bilateral relations, deepening military
cooperation, and promoting strong bilateral adherence to the 1979 Egyptian-Israeli peace
treaty. Egypt is traditionally considered by the US as a moderating influence in the
Middle East with regards to Arab-Israeli peace efforts and supporting US efforts against
Iranian hegemonic interests.
However, strong support for the Mubarak government was mixed with repeated calls for
Egypt to take increasing steps towards reform. US policymakers also found it
increasingly difficult to maintain the US-Egyptian strategic partnership while
simultaneously promoting human rights and representative government. These tensions
were further aggravated by growing calls by Egyptian opposition figures to address issues
including state corruption, economic inequality, and the question of leadership
succession. The Mubarak government resisted all US calls for reform, dismissing them as
American intervention in Egyptian internal affairs.
The US relied heavily on Egypt to mediate between warring Palestinian factions, chiefly
Fatah and Hamas. While Egypt repeatedly delivered on cease-fire arrangements, the
Mubarak regime’s contentious relations with Islamist movements – such as the Egyptian
Muslim Brotherhood and Palestinian Hamas – meant that there were inherent limits to
how far Egyptian good offices could go when it came to promoting Palestinian
reconciliation and a resumption of Palestinian-Israeli peace talks.
What is not clear is whether the US can achieve the same security relations with a new
Egypt. On December 29, 2011, Egyptian police raided the offices of US-based
international non-government organizations working on democratic reforms, including
the International Republican Institute (IRI) and the National Democratic Institute (NDI),
under the auspices of a criminal investigation into foreign funding of NGOs in Egypt.118
While Egyptian officials signaled on February 29, 2012 that it would lift a travel ban
barring seven Americans affiliated with US democracy groups, the experience served to
further sour US-Egyptian relations, raising the prospect that US economic and military
aid to Egypt could come under review.119
Regardless of what is sure to be years of uncertainty in a difficult transition in Egypt, the
US will certainly seek to actively promote and reinforce its past strategic partnership with
Cairo, support military aid funding and seek to strengthen Egyptian-Israeli peace. The US
must also reconsider civil and economic aid programs that have been diminishing over
time, both in quantity and real world on-the-ground impact, as the US faces serious
economic problems of its own.

Iran’s Response
While the US still counts Egypt as a regional ally in its strategic contest with Iran, the
Islamic Republic perceives Egypt as both an obstacle to its regional ambitions and as a
possible future opportunity – even if this means an Egypt that distances itself from the
US without growing closer to Iran. Iran’s approach to relations with Egypt has always
been difficult in the wake of the Islamic Revolution and the Camp David Peace Accords.
The two countries severed diplomatic relations in 1980 in no small part thanks to Iran’s
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opposition to Egypt’s peace with Israel, but also as a result of Cairo’s decision to host the
deposed Shah and support for Iraq during the Iran-Iraq war from 1980 to 1988. This
hostility, though varying in scope and scale, would carry over to the post-Cold War era
and the first decade of the twentieth century.
There was a bilateral attempt to thaw stalled Egyptian-Iranian relations between 2007 and
2008, Egypt had hoped such an initiative would elicit attention in Washington and bolster
US support for Cairo. Iran in turn hoped that its push to smooth relations would allow it
to bolster greater support among Sunni Arab states and downplay fears of Iranian
regional ambitions. The effort ultimately failed with neither player willing to take
meaningful steps to reconcile their decades-old differences.120
Relations between Iran and Egypt deteriorated further in 2009, as Egypt sought to check
Iran’s increasing role in the region and what Egypt considered Iranian meddling in Arab
affairs. In April 2009, Egyptian authorities accused the Lebanese militant group
Hezbollah of operating a 49-member military cell in the country. Egyptian officials
reported at the time that the cell was monitoring sea traffic at the Suez Canal in addition
to planning attacks against Sinai tourist resorts, especially those favored by Israelis. The
Mubarak government also accused the militant group of smuggling weapons to Hamas
along the Egypt-Gaza border and of proselytizing Shi’a Islam and ideology in the
country. The Egyptian police arrested 25 suspects and charged 13 of them with espionage
and illegals arms possession. Hezbollah’s Secretary General Hassan Nasrallah later
acknowledged that the group had personnel in Egypt, reportedly conducting
“reconnaissance” for the group.121
It is unclear whether the political upheavals in Egypt will now change this situation in
substance or on a lasting basis, although they may change it in tone. There have always
been limits to how much influence Iran could garner in Egypt. Beyond geographic
distance, Egypt is ultimately a Sunni power in the Middle East and Shi’a Iran’s politicalreligious ideology has limited clout or credibility.
Furthermore, Iran has little to offer Egypt either as a political model or as an example of
socio-economic success in the Middle East. Even in a post-Mubarak Egypt, it is highly
unlikely that Iran can influence the course of Egyptian foreign policy. Most cases where
Iranian and Egyptian policies have the potential to converge – for example on supporting
or building up ties with Hamas or taking stronger stands in favor of the Palestinians in
general – are more a reflection of foreign policy assertiveness in Cairo meant to cater to
Egyptian public opinion and less an indicator of Tehran’s influence.

Seeking to Preserve the Uncertain US-Egyptian
Military & Security Partnership
Egypt and Iran do not have military ties or security cooperation, given the antagonistic
dynamic between the two countries. In contrast, military aid is a pillar of US policy
towards Egypt and levels of FMF worth some $1.3 billion a year are essential to ensuring
that Egypt remains firmly planted within the US and pro-Western camp in the Middle
East. FMF aid to Egypt is generally divided along three lines: acquisition, upgrades to
existing systems and follow-on support/maintenance contracts.
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In recent years, US military aid was also intended to foster a stronger Egyptian response
to Hamas’ and other Palestinian militant groups’ smuggling efforts in Sinai and along the
Egypt-Israel border. In late 2007, the Bush Administration put aside $23 million of
Egypt’s FY2009 FMF toward procuring advanced detection equipment including sensors,
surveillance gear and the means to identify and process seismic-acoustic data.122 The US
Congress also provided Egypt with $50 million in Nonproliferation, Antiterrorism,
Demining, and Related Programs (NADR) funds to help better secure the Rafah border
crossing.
While some in the US and abroad have questioned the resilience of the US-Egyptian
military partnership in a post-Mubarak Egypt (especially in the wake of Egyptian
authorities’ targeting US democracy-focused NGOs), it is likely that it would have been
far more difficult for the US to gain insight into events as they unfolded were it not for
the US’s ability to reach out to the Egyptian military at multiple levels.
The use of both formal and informal channels of communications proved crucial as the
US sought to recalibrate its policy to changing realities on the ground. In a sign that the
US-Egyptian military partnership has yet to be affected by the exit of Mubarak, the
protests, or US concerns over Islamists in Egyptian politics, the US DSCA notified
Congress on July 5, 2011 of a potential sale of military equipment worth $1.3 billion to
Egypt. The sale supports M1A1 Abrams co-production: a pillar of the US-Egyptian
military partnership.123

Managing the Impact of Instability in Egypt
Popular protests in Egypt starting in late January 2011 caught both the US government
and the US policy community by surprise. By February 11, 2011, Egypt’s longtime
leader, Hosni Mubarak, resigned from his office as President of Egypt. A Supreme
Council of the Egyptian Armed Forces (SCAF) – a 20-member council of senior officers
– has stepped in to fill the political and leadership vacuum left by Mubarak’s exit. The
SCAF now rules largely by decree in consultation with Egypt’s dominant political forces,
but the Council has indicated that it has no intention of retaining power indefinitely and
that it will take the steps Egyptians expect to carry out elections.124
Parliamentary elections held from November 2011 to January 2012 brought Egypt’s
Islamists to power, led by the Muslim Brotherhood’s Freedom and Justice Party (FJP).
Together, the FJP and the Salafist Al-Nour party took nearly three quarters of the seats in
Egypt’s new legislature. While the outcome of the presidential election scheduled for
June 16-17 remains uncertain, the first round of voting proceeded as planned in May.
Regardless of these election results, it is becoming increasingly clear that post-Mubarak
Egypt will revolve around two main political forces: the Muslim Brotherhood and the
Egyptian military. Despite an initial decline in public approval ratings – from a high of
67% in February 2012 down to 43% in April 2012 – the Muslim Brotherhood continues
to command solid support among Egyptians.125 As one of the oldest and best-organized
political parties in Egypt’s fledgling second republic, the Muslim Brotherhood promises
to retain an influential presence in the country for the foreseeable future.
Similarly the Egyptian military establishment will continue to play a leading role in
charting the path forward. Even as the SCAF surrendered political power to Egypt’s first
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Islamist president, Mohamed Morsi, on June 30, 2012,126 the roots of the military “deep
state” thoroughly envelop Egyptian society and will allow its military rulers to maintain
their iron grip on the country’s state bureaucracy, security sector, and the economy
overall.
Regardless of how power will be shaped in Cairo, what is certain is that Egypt will have
to tackle the damaging economic effects of months of political turmoil for years to come.
Most urgent is the depletion of foreign currency reserves, which have been reduced by
more than half since January 2011.127 Egypt’s fiscal deficit grew by 10.0% of GDP from
July 2011 to June 2012, well beyond government projections of 7.8%, and future deficit
targets may also be missed thanks to a broader economic slowdown, the rise in the cost of
government borrowing and growing expenditures. Tourism and manufacturing – some
21% of real GDP – have both begun to improve, but it will take time and political
stability to offset the effects of instability in 2011.128
Reducing of Egypt’s burdensome subsidies, which comprise about 28% of government
expenditures in the current budget, will be a long-term challenge.129 The IMF has
promised a $4.8 billion credit facility; however, that will require that the government
phase out fuel subsidies than many Egyptians continue to rely on. 130 Although reducing
energy subsidies will be a key feature of restructuring the ailing Egyptian economy in the
long run, in the short term it is likely to put even greater pressure on millions of
Egyptians already struggling with poor job prospects and ballooning consumer prices.
Populist and socio-economic pressures have not disappeared with the ousting of
Mubarak, and instability in Egypt – the Arab world’s most populous nation and an
integral component of existing Arab-Israeli peace efforts – has already had deeply
destabilizing effects across the region. It could also undermine Washington’s regional
standing and access in the future, while presenting Iran with further opportunities to
consolidate its own interests in the context of US-Iranian strategic competition. For these
reasons as well as many others, the focusing of US policy on managing Egypt’s transition
is central to the future of US and Iranian competition as well as central to US regional
policy.
The US Response
The core of the US effort to try to influence change in Egypt between February and May
of 2011 entailed bolstering ties to leading and emerging post-Mubarak political forces in
Egypt. This has included working closely with the SCAF to press the US position that the
military is the only force with the resources and structure to safeguard a political and
security space conducive to emerging political parties. On the other hand, the US is also
keen to eventually see the Egyptian military relinquish political power.131
The Egyptian military was crucial to eliminating or managing much of the uncertainty of
a post-Mubarak Egyptian landscape, and it is likely that currently and future
administrations will continue to seek close ties with the military. It is also likely,
however, that the US will try to foster greater civilian control over the military, should
the opportunity present itself to do so.
There are other security challenges to US and Egyptian interests. Egyptian gas pipelines
have been repeatedly attacked since the start of protests, undermining energy exports to
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Jordan and Israel. Security in the Sinai has eroded considerably since the start of protests,
with Sinai Bedouins and Palestinian militants from Gaza emboldened by the Egyptian
military’s focus on security elsewhere in the country.
Israeli security forces killed five Egyptian police officers on August 18, 2011, while
chasing suspected members of the Palestinian Popular Resistance Committee (PRC)
militants into the Sinai.132 The incident inflamed Egyptian public opinion, which remains
both strongly anti-Israel and hostile to what some saw as a fruitless exercise under
Mubarak of over-accommodating Israel at the Palestinians’ expense. On September 9,
2011, thousands of Egyptian protesters besieged the Israeli embassy in Cairo, prompting
the airlifting of the Israeli ambassador back to Israel.133 The incident was a test of the
Egyptian-Israeli peace and presented a challenge to the US policy by association, and
presented the real risk that further instability in Egypt-Israel relations could not be ruled
out.
The Iranian Response
While the US response to change in Egypt was proactive and marked by a sense of
urgency, Iran’s response was both less direct and less tangible. As mass protests in Egypt
approached critical mass in early 2011, Iran was presented with the prospect that the
regional balance of power could tip in its favor.
The destabilization of Egypt’s position as a pillar of US policy in the Middle East came at
a time when Turkish-Israeli relations appeared to reach a new low and the US’s key allies
in the Southern Gulf were pre-occupied with protests in Bahrain, the need to ensure
stability in Oman, and containing spillover effects of instability from Yemen. Iran
worked hard in the early days of the Egyptian protest to portray the uprising as a repeat of
its own 1979 Islamic Revolution,134 with official Iranian Foreign Ministry statements
citing Egypt as evidence of an “Islamic renaissance” in the Middle East.135
However, Iranian government support for the Egyptian opposition had its limits and
drawbacks. In February 2011, Iran’s State Prosecutor, Gholam Hossein Mohseni Ejehi,
warned the Iranian opposition not to stage an independent rally in support of the Egyptian
protests against the Mubarak regime. He added that those who wanted to show solidarity
for Egyptian uprising should take part in government-led protests instead.136 It is very
difficult – and potentially reckless from a regime security standpoint – for a country that
crushes dissent and political opposition at home and supports a crackdown in Syria to
actively promote political change abroad.
Moving Towards an Unpredictable Future
Whatever happens in Egypt, it will remain critical to US-Iranian strategic competition. A
more politically representative Egypt translates into increased national authenticity at
home and greater credibility in inter-Arab politics. The first indicator of this was Egypt’s
ability to bring Hamas and Fatah together in mid-2011. The move angered some in
Washington; however, it remains significant that a more authentic Egyptian role in the
region, coupled with continued strong bilateral ties with the US, is to the detriment of
Iran. However, an Egypt where radical political forces play a more prominent role –
Islamist, Salafist, or otherwise – could be detrimental to players on either side of the USIranian contest.
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Whether Egypt emerges from its difficult transition period with a viable and legitimate
political system, a stable socio-economic landscape, and continued positive relations with
the US and Israel remains uncertain. While Iran cannot interfere in Egypt without further
galvanizing already growing anti-Iranian Arab sentiment, Egypt ultimately remains the
West’s to lose – a risk that is compounded by a period of increasing austerity in US
public finances with potential ramifications for how the US can support allies such as
Egypt.
While the US’s response to stabilizing Egypt economically has been somewhat limited,
US allies in the Southern Gulf as well as key international financial institutions have and
are likely to continue playing a crucial role in cushioning the impact of instability in
Egypt’s transition. In June 2011, the IMF indicated that it would provide Egypt with a $3
billion 12-month standby arrangement. Meanwhile, the World Bank pledged up to $1
billion a year in aid in 2012 and 2013 if the government in Cairo can meet key economic
reform targets. The Bank was also reported to have provided $2.5 billion in development
loans. Saudi Arabia deposited $1 billion in the Egyptian Central Bank, going on to pledge
a further $3 billion in future funding. Qatar for its part promised to inject $5-10 billion
into the Egyptian economy. Lastly, the G8 countries assured Egypt that it would be
provided with $5 billion in loans through 2013.137 There is currently no Iranian aid
equivalent to US, Western, and Southern Gulf aid to Egypt.
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Competition Over Jordan
The Hashemite Kingdom of Jordan shares borders with Iraq, Israel, the occupied
Palestinian Territories, Saudi Arabia, and Syria. This alone ensures that the country
remains critical to regional stability. It also informs, at least in part, where the Kingdom
fits in the broader context of US-Iranian strategic competition.
Jordan’s choices in engaging the US, Iran and other countries are driven largely by
domestic factors and the pressures they pose to national decision-making.138 One of the
most critical ones is Jordan’s plural society and the societal divisions therein. In the wake
of the 1948 and 1967 Arab-Israeli wars, the Hashemite Kingdom absorbed hundreds of
thousands of Palestinians. What had been a country dominated by East Bank
Jordanians139 soon saw the emergence of a Palestinian majority.140
Economics have been another core determinant of Jordanian regional behavior: the
country’s limited natural resources and status as a nearly land-locked state in a troubled
region have made the Kingdom’s national security dependent upon good ties with
neighboring states. This has led to some difficult choices for Jordan over time, including
with Egypt under Nasr, Syria during the 1970s and Saddam Hussein’s Iraq during the
1980s and 1990s.141
These domestic pressures have remained persistent sources of instability. Countries such
as Egypt and Syria have, in the past, sought to exploit these cleavages to shape events in
Jordan, and there is no guarantee that these divisions will not be a source of instability in
the future.
In response, the Kingdom espoused foreign policy options that did not antagonize
Palestinian public opinion. Meanwhile, East Bankers received patronage from the
Monarchy in exchange for their loyalty and continue to be over-represented within state
and security institutions as a reliable source of stability and a counterweight to potential
domestic pressures. International and regional alliances, especially with the US and the
Gulf states, serve as a check on regional sources of instability, most recently from
continued volatility in Iraq, the impact of Arab protests in the broader region, and the
ongoing strategic contest between the US and its allies on the one hand and Iran and its
allies on the other.142

US Policy Towards Jordan
Jordan has been a key regional ally of the US for decades, and successive US
administrations have had an interest in maintaining Jordan’s stability as a means of
limiting any negative spillover effects of Iranian influence in Iraq, Lebanon, Syria and the
Palestinian Territories. This includes supporting Jordan’s economy through trade and
economic support, building up the Jordanian military – especially its growing SOF
capabilities – and fostering strong ties between the US and the Kingdom on regional
counterterrorism efforts. US political, economic, and military support are also linked to
Jordan’s adherence to peace with Israel despite continued popular resentment of Israel at
home.143
The US-Jordanian partnership was further strengthened after the terror attacks of
September 11, 2001. The Kingdom backed Coalition efforts in Afghanistan, providing
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troops to participate in peacekeeping operations. Jordan also played a key role in helping
the US foil Al-Qa’ida and affiliated groups’ efforts to destabilize the region, with reports
that Jordanian intelligence even uncovered plots to assassinate members of the Jordanian
royal family.144 In response to Jordan’s continued support, the US Congress doubled
military and economic assistance levels to the Kingdom and approved the creation of the
US-Jordanian Free Trade Agreement – the first of its kind between the US and an Arab
state.145
Jordan’s strong support of the US has not left it immune to continued pressure from the
aftermath of the Iraq invasion and the Arab-Israeli conflict. High numbers of Iraqi
refugees in Jordan are a byproduct of instability in Iraq, and fears of a unilateral Israeli
mass expulsion of Palestinians from the West Bank across the Jordan River continue to
be a source of great concern for Jordanian officials.

Iran’s Response
Jordan and Iran under the rule of the Shah maintained friendly relations. However, with
the advent of the Islamic Revolution in Iran, bilateral ties quickly deteriorated, with an
official severing of ties between the two countries in 1981. With a predominantly Sunni
population, Jordan has been hostile to the spread of Iranian revolutionary politics and
Shi’a influence in the Middle East. King Hussein supported Saddam Hussein during the
1980-1989 Iran-Iraq War, providing economic and military support in addition to
granting Baghdad access to the strategic Red Sea port of Aqaba.146
After the war, the two countries resumed diplomatic ties in 1991, but there has been only
limited improvement in bilateral ties. Iran’s influence was on the ascent in the wake of
the 2003 invasion of Iraq, and Jordan became a key Sunni ally of US efforts to confront
or contain Iranian hegemonic interests. It was Jordan’s King Abdullah II that warned
against dangers of a “Shi’a Crescent” in 2004, further staining bilateral relations. In 2006,
Jordan’s speaker of parliament, Abdel Hadi Majali, accused Iran of undermining
Jordanian security and seeking to destabilize the Kingdom, in part through smuggling and
stockpiling of weapons by the Palestinian militant group Hamas. Reports went on to add
that some 20 Hamas members were rounded up amid concerns the group was planning to
target Jordanian officials and key installations.147

The US-Jordanian Military & Security Partnership
The US has been providing military aid to Jordan since 1957. Supporting the Jordanian
military – the main bulwark of support for the monarchy – enables the US to enhance the
Kingdom’s stability. While reducing instability and gaining influence with the regime
have traditionally informed US policy towards Jordan, military aid has taken on increased
urgency, given Jordan’s increased counter-terrorism partnership with the US, its role as a
key ally in limiting and countering the spread of Iranian influence in the Levant, and,
more recently, the need to minimize the impact of recent popular unrest.
US assistance to Jordan has been largely stable since the country signed a peace deal with
Israel in 1994, and has increased in the wake of continued US-Jordanian counterterrorism cooperation. In September 2008, the US and Jordan agreed on a memorandum
of understanding that would see the Kingdom receive annual aid worth $660 million over
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the FY2010-FY2014 period. Of this annual amount, approximately $300 million is
allocated to FMF and security assistance.148
This boost in the US “peace dividend” will be essential to Jordan’s national
recapitalization efforts, with FMF worth $385 million for FY2009 and $350 million for
FY2010 representing the spending equivalent of 16.5% and 13.8% respectively of the
Jordanian defense budget. US FMF is expected to remain focused on upgrading Jordan’s
air force, supporting purchases and upgrades to US-made F-16 fighter aircraft, and to
allow Jordan to acquire Blackhawk helicopters in support of border management and
counter-terrorism operations.149
Beyond conventional security assistance, Jordan has been instrumental to US efforts to
train Palestinian security forces loyal to Fatah. The initiative is driven largely by the hope
that more capable official Palestinian security institution could be a bulwark against
Palestinian militants allied to Syria and Iran.
Since 2007, 1,000 Presidential Guards and 3,700 National Security Forces (NSF) troops
loyal to the Fatah-led Palestinian Authority have been trained at the International Policy
Training Center near Amman, Jordan. The US Security Coordinator (USSC) for Israel
and the Palestinian Authority planned to organize and train some 6,000 troops, including
10 500-man NSF battalions, and this effort would be far more difficult were it not for
Jordan’s continued support and cooperation.150

Managing Instability
Protests across the Arab world are driven by legitimate grievances; however, instability
in Jordan, a key US regional ally, could allow Iran to recalibrate and balance against
continued instability in its main regional ally Syria.
2011 and 2012 saw unprecedented criticism of King Abdullah II, Queen Rania, and the
core pillars of the monarchy. Opposition from youth groups and Islamist movements was
not surprising given Jordan’s high level of youth unemployment, high underemployment,
the growing perception of institutionalized corruption, and limited avenues for socioeconomic advancement. What is significant is that elements within the kingdom’s core of
support, including rural East Bank tribesmen and military veterans, have also been
critical. This was driven by shrinking government patronage in rural areas and concerns
in some quarters that the monarchy – especially the Queen – was advancing the interests
of Jordanian Palestinians over East Bankers.151
Despite these pressures, King Abdullah II continued to maintain broad control of both
security and political life in Jordan in 2012. This is in no small part thanks to the
continued support of the country’s military and security forces, which remain
overwhelmingly dominated by personnel from East Bank tribes loyal to the Hashemite
dynasty. The monarchy has taken steps to appease the grievances of its citizens, including
the establishment of a Royal Committee on Constitutional Review which has proposed
some 42 constitutional amendments.152
Parts of the Jordanian opposition have dismissed planned reforms as falling short of
popular expectations with few moves to curb the King’s power. The political challenge is
further hampered by the impact on public financing of appeasing popular unrest. These
measures include the granting of 100 Jordanian Dinars153 (JD) to all active and former
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civil and military employees during the Islamic holy month of Ramadan and the
allocation of additional funding to the Jordanian public school system. Subsidization
continues to pose a lasting challenge, including subsidies on bread worth JD 350 million
and JD 700 million in fuel subsidies annually.154
As is the case with Egypt, this presents major challenges to the US. Iran has little
influence in the kingdom, but Jordan is too vital to the US and its Gulf allies to allow
these socio-economic pressures to trigger critical instability. In May 2011, the GCC
announced that Jordan was welcomed to apply for membership to the Council,155 while a
month later, Saudi Arabia provided Jordan with a cash grant of $400 million to stabilize
public finances. The country’s Finance Minister reported in August that grants for the
year had reached JD 1 billion.156
Meanwhile the US continued to provide wheat grants to alleviate the impact of local
subsidies. Disruptions in energy supplies from Egypt continue to be a cause for concern
in Amman; however, Iraq and Jordan signed an agreement in June 2011 for the kingdom
to receive 15,000 barrels of oil per day at a discount of $18 per barrel.157
The path to political and economic reform in Jordan remains uncertain and will continue
to be complicated by the lingering Arab-Israeli conflict and may yet develop into a source
of instability that Iran could potentially exploit. Israeli-Jordanian relations have come
under increasing criticism since 2011, with reports of pressure on Jordanian businesses
that interact with Israel and suggestions that there has been a 25 to 30 percent reduction
in agricultural exports to Israel since the beginning of the year.158
On September 15, 2011, some 200 protesters demanded the expulsion of Israel’s
ambassador to Jordan.159 In the wake of the storming of the Israeli mission to Cairo, the
Israeli government recalled its Ambassador and staff from Amman the previous day as a
precautionary measure.160 Ultimately, the protests were small in size and countered by
robust Jordanian security measures. However, questions remain about how anti-Israel
sentiment will be managed in the future. The abrogation of the 1994 Israeli-Jordanian
peace treaty is a long-standing demand of Jordan opposition groups. Meanwhile,
allegations made by the whistleblower Wikileaks that US and Israeli officials mulled
promoting the status of Palestinians in Jordan may have been a driver for the midSeptember protest.161
Syria’s mainly Sunni opposition to the Alawite-dominated regime of President Bashar
Al-Assad has emerged as the latest platform for Jordanian Islamist opposition forces in
their bid to mobilize greater pressure for reform on the Hashemite Monarchy. On
February 12, 2012, Jordan’s Muslim Brotherhood called for “jihad” against the Assad
regime and articulated strong support for the armed insurgency in Syria. The group also
called on Jordan to recognize the opposition Syrian National Council as a representative
of the Syrian people.162
While calls for greater Jordanian involvement in Syria go against the monarchy’s desire
to keep Jordan as far as possible from its neighbor’s potential spillover effects, Jordan
can do little to ignore the growing push from Islamist political forces. Islamist parties and
movements have either seized power, done well in elections, or are contesting long-held
centers of power across the Middle East and North Africa. In addition to openly
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discussing options for political reform, the Hashemite Kingdom has also sought to
strengthen ties with Palestinian Hamas, an offshoot of the Muslim Brotherhood.163
Societal and economic cleavages, corruption, growing opposition from Islamist forces,
tensions over the fate of Palestinians in Jordan and the continued insecurity of Jordan’s
East Banker population mean that the path to political economic reform in Jordan will
remain uncertain. Today, Iran has no direct influence in Jordan in the context of strategic
competition with US. However, it is clear that a destabilized Jordan could present Iran
and its allies with opportunities to foil the interests of the US and its allies in the region.

Competition Over Lebanon
Lebanon has been the chronic problem child in US foreign policy in the Levant since the
Eisenhower Administration. However, given the country’s centrality to regional security
politics and Iran’s support for the Shi’a militant group Hezbollah, the US cannot avoid
looking at Lebanon as yet another arena of competition with Iran in the broader Levant.

US Policy Towards Lebanon & Iran’s Response
While Lebanon’s warring factions may think that the US and Iran have their core
interests at heart, it is important to remember that US-Iranian strategic competition is not
driven by the internal political goals of any faction in regional states. In the post-Iraq
invasion period, US policy focused on denying US regional opponents, such as Syria and
Iran, the means to undermine US strategic interests in the region. As was mentioned
throughout this report, these include preserving a regional order that favored broader US
interests in the region and second that safeguarded Israel’s national security.
When it sensed an opportunity to reshape the regional balance of power in the Levant in
2003, the US began to call for Syria’s exit from Lebanon. In the wake of the popular
upheaval of 2005 following the assassination of former Prime Minister Rafik Hariri,
Syria withdrew its forces from Lebanon and the balance of power within the country
began to tip in favor of the West and the US.
Since 2005, the US has sought to consolidate its gains by trying to ensure that Lebanon
following Syria’s exit does not become an arena for proxy competition yet again. After
Syria left in 2005, Iran began to play a more proactive role in Lebanon. While Iran has
always had a vested interest in defending Shi’a interests across the Middle East, there is
little indication that Iranian foreign policy-making is that different from the US in terms
of a desired end state. Iran’s ambitions in Lebanon are simply to secure its regional
hegemonic interests and to continue to act on the Arab-Israeli stage as means of shoring
up its broader regional position in a mainly Sunni Arab Middle East. Having a role to
play in Lebanon also meant that Iran could use the small country as a means of foiling
US strategic and political interests in the broader Levant.
This aspect of US-Iranian competition in Lebanon led to the emergence of two crossconfessional political forces: one group aligned with the US and the West and the other
aligned with Syria and Iran. The US supported so-called the pro-US and pro-Western
“March 14 Alliance,” a cross-sectarian grouping of Lebanese political actors that
included much of the country’s Maronite Christian community, most of the country’s
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Sunni representatives and, at one time, the Druze led by Walid Jumblatt. The Alliance did
not include any truly representative Shi’a political forces.
Iran supported Lebanon’s leading Shi’a political-sectarian forces, which were Hezbollah
and Nabih Berri’s Amal movement. These, along with a large segment of the country’s
Maronite community led by former Lebanese Armed Forces (LAF) commander General
Michel Aoun and other smaller forces, formed the so-called “March 8 Alliance.” In
contrast to March 14, this grouping did not include any truly representative Sunni
political forces.
While both the US and Iranian-backed groups were cross-confessional – and included
members from all of the country’s leading communities – neither was viewed as truly
representative by the other. This in turn impacted the pace and scale of US-Iranian proxy
competition in Lebanon, as neither group commanded an overwhelming majority in
power. Who could win in Lebanon would be determined by a two level game that
includes a domestic contest for power backed by the support and resources of external
actors championing either alliance.
It is unclear who will win this struggle within Lebanon and in terms of US and Iranian
influence. Alliances in Lebanon are ever-changing as sub-national sectarian groups
jockey for political position. Meanwhile, it is difficult to predict the impact of continued
instability in Syria. It is all too easy to assume that a collapse in the Assad regime will
lead to a stable pro-Western Lebanon. It could mean the downgrading of Iran’s ability to
influence both Lebanese and Palestinians elements in its contests with the US and Iran.
What is less likely, however, is that it will resolve the problems caused by Lebanon’s
fundamental Sunni-Shi’a dividing lines. These have been further aggravated by
indictments of Hezbollah members by the UN Special Tribunal for Lebanon (STL) in
connection to the assassination of former Prime Minister Rafik Hariri. A post-Assad
Syria could see Lebanon’s Sunni community grow far more assertive if not aggressive in
its dealings with the country’s leading Shi’a forces. Given the degree of sectarian
polarization in Lebanon, this could make the risk of internal conflict that much more
significant.

New Patterns in US Military Aid to Lebanon
It is not easy to draw lessons from the achievements and limitations of the US security
assistance and cooperation programs in Lebanon, or to tie it to US competition with Iran
– and Syria and Hezbollah. What is clear is that from a US perspective, military aid to
Lebanon was expected to help reduce the country’s footprint in regional instability and its
role as a regional confrontation state against Israel. In short, military assistance to
Lebanon became the latest addition to US-Iranian proxy warfare in the Levant.
Much of this analysis is based on field research in Lebanon and conversations with US
and Lebanese political and military personnel involved in the broader effort to build up
the LAF. It is significantly abridged and is not intended to give a more detailed window
into the patterns of systems deliveries, qualitative development and other data collected
in Lebanon by the author over the past four years. It also does not consider US efforts to
build up Lebanese police and internal security units.
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As the previous section attempted to articulate, US policy towards Lebanon is a function
of far broader US strategic imperatives in the Middle East, including the regional contest
with Iran. How the US goes about providing security assistance to its Lebanese allies is
also dependent on, and held back by, this overarching top-down approach to security
politics in the Levant.
In the wake of Syria’s withdrawal from Lebanon in 2005 and spurned on by the Lebanese
Armed Forces’ (LAF) counter-terrorist efforts against the Al-Qaida inspired Fatah ElIslam terrorist group, the US decided to support its allies in Lebanon, principally the
March 14 Alliance, by providing security assistance to build up Lebanon’s national
military. At the level of the US government, it was hoped that the LAF, which was
popular across the country’s sectarian divisions, could gradually take on an increasingly
important national security role, largely at the expense of Iran’s main non-state regional
ally Hezbollah. Many in the US Congress supported US efforts to build up the LAF based
on the hope that the military could one day confront Hezbollah and serve as a bulwark
against Iranian influence along Israel’s northern flank.
The patterns involved may be summarized as follows:
•

There is a general consensus both within the LAF and among US security assistance personnel
familiar with Lebanese civil-military dynamics in post-Ta’if Lebanon that US military aid to
Lebanon did not realistically translate into military support for the March 14 Alliance. A great deal
of the LAF’s popularity does not come from its self-styled narrative as a national institutional
above the sectarianism that defines modern Lebanon.

•

The LAF’s legitimacy and popularity is principally a byproduct first of the LAF’s cross-sectarian
character, and second its aversion to undermining the interests and core prerogatives of the
country’s leading sectarian groups and communities – especially the Shi’a, the Sunni and the
Maronites.

•

It is also clear, however, that many in the US security assistance community were very much
aware that such a dynamic was at work. The Lebanese often forget that most alliances to control
and shape Lebanon are short-lived. Ultimately, US support for Lebanon through the LAF rather
than one or another sectarian faction is a more pragmatic approach to projecting US influence.
However, how the current US approach can strengthen weak Lebanese state-society and civilmilitary dynamics in the future is unclear.

•

Figure VIII.12 shows funding levels allocated towards Lebanese military development, in
particular over the 2006 to 2013 period. The US has provided Lebanon with more than $775
million in FMF, IMET and “Section 1206” counter-terrorism funding over the FY2006 to FY2011 period.

•

Figure VIII.13 shows a breakdown of how US counter-terrorism funding has been allocated to
Lebanon. Funding sources such as the Section 1206 grant authority were crucial in building up the
LAF’s special operations forces (SOF) quickly in the wake of costly battle with Sunni militants at
the Nahr El-Bared refugee camp in 2007. The bulk of US assistance obligated between 2006 and
2010 has focused principally on the most urgent needs of the LAF, which tend to be the basics of
mobility, command & control, communication, personnel equipment, light weapons for infantry
and other forms of equipment with limited lethality. 164 While all of these systems were urgently
needed, their impact on positive perceptions of LAF development in Lebanon remained limited.

•

While this aid has been helpful in building up the LAF, six years of significantly increased
military aid to Lebanon have so far had limited impact on the balance of force between the LAF
and Hezbollah, the US-Iranian contest in the country, or shaping positive local perceptions of the
US effort in Lebanon. It is still too soon to extrapolate a long-term future pattern of US assistance,
or assess how future aid efforts may affect future US interests and the contest with Iran.
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•

Lebanon is too internally divided and too prone to complicating the foreign policy priorities of
regional and international powers such as the US. The recent collapse of the March 14-led
government of Saad Hariri is also a cause for concern, principally due to the fact that from some
US congressional standpoints, a government not led by March 14 th should not be privy to US
military or economic support. The US interagency, however, remains largely confident that the US
can support and sustain future levels of assistance, and US confidence continues to grow in Prime
Minister Najib Mikati’s ability to chart a path for Lebanon that does not lead to a major break with
the international community. However, whether aid will remain at current levels is up for debate
in no small part thanks to proposed congressional cuts in foreign assistance programs.

•

Figure VIII.14 shows the number of LAF troops trained by the US over the 1998 to 2011 period.
Despite challenges in shaping how US aid to the LAF could play a role in the contest with Iran,
US aid has positively impacted security politics along the UN Blue Line separating Lebanon and
Israel.



Figure VIII.15 shows the LAF’s broader force deployment in early 2012. Prior to US security
assistance programs and the expansion of the United Nations Interim Force in Lebanon’s
(UNIFIL) mandate and force structure, the LAF did not maintain significant forces in South
Lebanon or areas controlled by Hezbollah. In 2011 and at least since late 2009, the LAF has
deployed some 8 mechanized infantry brigades south of an imaginary “Beirut parallel.” This
constitutes the bulks of the LAF’s conventional heavy units, with a deployment of some 14,000
troops south of the “Beirut Parallel,” including 6,000 to 8,000 troops south of the Litani River.

•

Figure VIII.16 also shows the general disposition of LAF forces in UNIFIL’s area of
responsibility in early 2012. While the LAF’s southern deployment is an important milestone in
and of itself, US assistance has yet to meaningfully compensate for the fact that LAF units in the
south are still little more than an expeditionary force in their own country. The LAF lacks
infrastructure in the south with few barracks, training facilities and well-defended command and
control posts.

•

The experience of UNIFIL over the past three decades is critical and should inform US thinking
about future aid patterns. LAF units and positions, like those of UNIFIL, should gradually become
increasingly entrenched in the socio-economic tapestry of South Lebanon. Such an effort is
unlikely to be rejected by the region’s mainly Shi’a population, who – while supportive of
Hezbollah – continue to maintain positive views of the LAF and remain keen to see it play a more
muscular national defense role.

Paradoxes of Building Lebanese Military Capabilities
While the US-LAF relationship is generally positive, a number of obstacles remain on
both the US and the Lebanese sides of the security assistance equation, and they have
severely limited US ability to compete with Iran and Syria in Lebanon, as well as efforts
to strengthen Lebanon’s moderates and its democracy.
Some of these problems are the result of US policies and expectations. First, the US
continues to feel the need to have the LAF present it with a clearly defined national
defense strategy which in turn not only identifies the threats the LAF faces, but also
characterizes why certain systems and not others are needed to sustain future Lebanese
security needs. Given the polarized nature of Lebanese politics and the general absence of
post-Ta’if (let alone post-independence) civil-military coordination, it will be difficult for
the LAF to produce such a strategy in the short term.
Second, the US continues to struggle with the reality that it cannot significantly modify
Lebanese civil-military dynamics, given the primacy of sectarian politics in the wake of
Syria’s withdrawal in 2005. US difficulty in accepting Lebanese internal dynamics for
what they are, and then failing to extract the outcome most favorable to Washington’s
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interests, is not new to how the US deals with Lebanon. There is something to be said
about making the same hopeful choices with little to show for it.
Third, the quality of US assistance will continue to be determined by pre-existing core
US interests. Chief among them is the US commitment to maintaining Israel’s qualitative
edge. What this means in the real-world is that US security assistance professionals
understand that the only way they can “stand up” the LAF is by turning it into a force that
the Shi’a can respect and that can dissuade Israel from future military confrontations.
They also understand, however, that such an effort would create an untenable policy
paradox as far as US regional interests are concerned.
Lastly, the US Congress is playing a growing role. Administration arguments in favor of
continued support to the LAF are increasingly falling on deaf ears. This reflects a
deepening domestic political polarization in the lead-up to the 2012 presidential elections
and the frustration of a congressional body with a country that continues to be a source of
difficulty for US policy in the Levant. The fact that aid to Lebanon has done little to shift
the balance of forces in favor of the US against Iran in the Levant is another core driver.
However, how the US can suspend military aid to Lebanon without handing over the
country to Syria and Iran remains unclear.
The Lebanese and the LAF also present challenges in maximizing their bilateral military
relationship with the US. First, there is often a disconnect in the way the LAF and the US
interpret the military’s mission priorities. While the US has often considered demarcating
the Lebanese-Syrian border a unilateral Lebanese issue, the LAF has traditionally
consider it a Lebanese-Syrian bilateral issue. While keen to be the dominant security
actor in Lebanon, the LAF cannot easily meet congressional expectations that it should
do more to confront Hezbollah without risking sectarian divisions and all-out civil strife.
Instead, the LAF, which considers Hezbollah a legitimate political-sectarian actor in
Lebanese politics, focuses more on dealing a decisive blow to Sunni Lebanese and
Palestinian militants – a position that is palatable to the country’s Shi’a community and
many Christians – while it tries to build up its capabilities and insulate itself from
sectarian politics. As for the matter of the LAF’s national defense role, the US considers
only Syria to be a threat to Lebanon. In contrast, the LAF finds that in the absence of
meaningful Israeli-Lebanese and Israeli-Syrian peace efforts, the LAF should be ready to
address potential security risks from both Israel and Syria.
Second, the LAF deliberately avoids dealing with the key failures in Lebanon’s
dysfunctional civil-military effort and chooses to focus more on its own frustration with
US demands for a clearly articulated national defense strategy. The LAF expected that
US security assistance would be far more accommodating of Lebanon’s civil-military
paralysis and lead to far more coordinated military-to-military mentorship.165
Lastly, the LAF and the Lebanese, while cognizant of the US commitments to Israel’s
QME and comfort with friendly ruling alliances like the March 14 Alliance, expect the
US effort to benefit the country as a whole. In light of a change in the political balance of
power in early 2011, this would include working vigorously with the Lebanese
government under Prime Minister Mikati to ensure that Lebanon does not become yet
another source of regional instability – potentially to the benefit of Iran and its regional
allies.

Iran VIII: U.S.-Iranian Competition in the Levant – II

10.1.13

66

The risk of escalation along the Blue Line has intensified in the wake of continued
instability in Syria, In mid-2011, Hezbollah assured the LAF that it would send minders
to prevent Palestinian protests commemorating the Nakba (“catastrophe”) and the Naksa
(“the setback”) from reaching the Blue Line of demarcation between Israel and Lebanon.
However, given the absence of Hezbollah minders during the May 2011 Nakba protests,
LAF troops in South Lebanon were instrumental in containing Palestinian protestors
trying to enter Israel, averting a major cross-border incident. Given that some 11
Palestinians were killed during the May 2011 incident, the LAF, supported by UNIFIL,
would go on to declare the area along the Blue Line a closed military zone, preventing
any Naksa protesters from approaching Israel at all. While some in the LAF reported that
the move upset Hezbollah, there was little the group could ultimately do, and the military
seemed keen to minimize spillover effects that could impact security politics along the
Blue Line.166 With continued tension in Syria and an Iran hard pressed to reshape
regional events in its favor, the LAF may still have an important role to play as a regional
stabilizer.
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Figure VIII.12: The Impact of U.S. Military Assistance to Lebanon
2004 to 2013
(In thousands of current U.S. Dollars)
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Source: Adapted by Aram Nerguizian from Congressional Budget Justification for Foreign Operations, various fiscal
years, the DSCA Historical Facts Book 2007, Nina M. Sorafino, “Section 1206 of the National Defense Authorization
Act for FY 2006,” CRS Report for Congress, RS22855, May 15, 2008 and discussions with U.S. government Experts.
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Figure VIII.13: Breaking Down “Section 1206” Assistance to the LAF
2006-2010
(In millions of current U.S. Dollars)
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Figure VIII.14: LAF Personnel Receiving U.S. Training 1998-2011
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Figure VIII.15: LAF Ground Force Deployment in August 2012
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Source: Adapted by Aram Nerguizian from discussions with Lebanese Armed Forces and U.S. government Experts.
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Lessons from Iran’s Military Support for Hezbollah
The previous sections in this report have summarized depth and breadth of Hezbollah’s
importance to Iranian geopolitical aspirations in the Levant. However, the Iranian model
of “security assistance” also bears important lessons for any future US engagement with
Lebanon – particularly in the context of the problems in US efforts to build up the LAF:


First, the US is invested in Lebanon as part of a broader multifaceted effort to shape stability
and outcomes from the Mediterranean to Afghanistan. Meanwhile, Iran looks at Lebanon and
Hezbollah as central to its prerogatives, not only in the Levant but also the broader Arab
Muslim Middle East. Prior strategic commitments and policy choices make it difficult for the
US to bring its tremendous national resources to bear effectively. The US is concerned with
maintaining Israel’s military edge and ensuring that no regional player poses an imminent
threat to its regional ally. Iranian policy towards Lebanon is not burdened by competing
geopolitical priorities, which means unlike the US, it can provide its allies with as much
assistance as they need.



Second, despite its revolutionary rhetoric, Iran recognizes that Lebanon’s sectarian system is
to Hezbollah’s advantage, given the group’s level of organization, its unique military
capabilities, and unrivaled intelligence gathering capabilities. Iran does not need to “capture
the state” or build a “state within a state” in Lebanon in order to further its interests. The same
goes for Hezbollah as well, which has increasingly accepted the benefits of the autonomy
granted by eschewing the fragile and hollow post-war Lebanese state structure.
In contrast, the US continues to focus on trying to rehabilitate Lebanese state institutions that,
by virtue of the primacy of sectarian politics in the post-Syria period, are very resistant to
change or reform. The US also continues to face difficulties in dealing with sectarian and
feudal rather than true reform-minded national leaders. Pursuing US policies predicated on
dealing with Lebanon for what it is will allow the US to recalibrate its reform agenda to find
more meaningful avenues for future reform.



Lastly, time is a critical factor in building up truly capable regional allies. Iran has spent the
past 25 years building up Hezbollah and it has done so without any qualitative reservations
and without the burden of a transparent bureaucratic interagency process. The US has been
conducting security assistance to the LAF for 6 years under the watchful eye of an often
cumbersome and ill-directed interagency effort. The US, as was mentioned above, is largely
unable or unwilling to provide the LAF with capabilities and training that could change the
balance of force between it and Hezbollah.

Is it unclear how well and how many of these lessons can be integrated in future US
efforts in Lebanon or elsewhere to build up and support local allies. What is clear is that
the Iranian approach has been successful while the US effort has been defined more by
good intentions than measurable geopolitical outcomes.
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The Hariri Assassination and the Special Tribunal for
Lebanon
The Special Tribunal for Lebanon (STL) investigating the assassination of former Prime
Minister Rafik Hariri has also become a key arena for US-Iranian competition in
Lebanon. Established in 2007 with the expectation that Damascus would be found
culpable in the assassination, the US and France hoped that the Tribunal would
undermine Syria’s regional role and strengthen the position of Lebanese allies in
Beirut.167
On June 30, 2011, the STL issued indictments against four members of Hezbollah in
connection to the assassination.168 The prospect that members of Lebanon’s leading Shi’a
political force had a potential hand in the killing of Lebanon’s leading Sunni political
figure served to further aggravate Sunni-Shi’a tensions that have been growing in
intensity since the 2006 Israeli-Hezbollah war.
It is difficult to rely on Lebanese public opinion polling, let alone polling in the broader
Levant. Sectarian politics can heavily color results, while ambiguities and obstacles in
polling methodology can also serve to complicate an already challenging political
landscape. That some 60% of Lebanese were claimed to support the STL in one 2010
poll,169 versus another claiming the exact opposite months later170 is reason enough to be
wary of any polling data on the STL – or anything else in Lebanon.
What is clear is that one prevailing pattern continues to hold: most Sunnis support the
STL while most Shi’a and many Christians oppose or distrust it. 171 The US has been a
strong proponent of the STL, going so far as linking future bilateral ties (at least in part)
to whether current and future Lebanese government chose to honor financial
commitments to the UN-backed court. By contrast, Iran has publicly criticized the STL as
a political tool of the US and its allies in an effort to defend Hezbollah.
It is unclear how far the US can go in using the STL as a means of winning ground in the
US-Iranian competition in Lebanon. First, the US has pushed ahead with its support for
the Tribunal at a time when it has become increasingly difficult to disentangle discrete
Lebanese Shi’a interests in post-war Lebanon from the interests of those supporting
Hezbollah in the wake of Syria’s 2005 withdrawal. Consequently, the US position on the
Tribunal will continue to make it difficult to “win over” Lebanon’s Shi’a – the country’s
best organized and, by some estimates, most numerous community.
Another challenge to the STL’s utility in competing with Iran is the intersection of
politics and untested judicial processes. Local and regional opponents of the STL have
repeatedly criticized it as politicized in favor the US and its regional allies, a message that
has hurt the Tribunal’s credibility at home and abroad.172 Meanwhile, the Tribunal’s
unique character – predicated on prosecuting one politically motivated assassination in
Lebanon and not others – has been another source of contention by critics and supporters
alike.173
A third obstacle is that turmoil in Syria and across the Middle East has taken much of the
US policy focus away from Lebanon and the STL. This is not to say that the STL is no
longer important to US policy in the long-term, and should the al-Assad regime
destabilize further in a way that does undermine regional stability, the Tribunal’s future
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role could still be important. However, the prospects of civil strife in Syria and security
spillover effects in Lebanon continue to dominate much of the focus and concern of US
policy planners.
Iran’s allies and legal counsel have privately welcomed the opportunity to discredit the
Tribunal, either in the media or through future court proceedings.174 However, Iran also
faces challenges in how it and its ally Hezbollah handle the STL. Mirroring the US’s
problems, Iran also cannot “win over” a majority of Lebanon’s Sunni community. Iran’s
approach to the STL can be further aggravated by declining perceptions of Iran. Tehran
has been losing support in a largely Sunni Arab Middle East during a period of unrest
where Iran is increasingly linked to Shi’a unrest in Bahrain and the repression of Sunnis
in Syria.

Lebanese Dividing Lines on Syria
There is no current way to determine how power and politics will evolve in Syria, let
alone whether or not the Assad regime could find the means to survive. That has not
stopped pro- and anti-Syrian forces in Lebanon from maneuvering in a bid to reshape the
internal balance of power or from playing an emerging role in the Syria crisis. What
remains unclear is how much or how quickly Lebanon will be destabilized by what could
be a long-term internal battle for power in Damascus.
The anti-Syrian and pro-Western March 14 forces – a cross-sectarian grouping of
Lebanese political actors that included the majority of the country’s Sunni representatives
and part of the country’s Christians – were pushed to the margins in early 2011 with the
collapse of the government of Saad Hariri. However, the growing cycle of unrest and
international isolation of Syria has prompted members of the collation to push for a
reversal of their political fortunes.
The March 14 forces have since shown an increasing willingness to capitalize on Syrian
instability. There were indications in 2011 that the predominantly Sunni Future
Movement was keen to streamline its foreign policy orientation in line with the broader
Sunni Arab regional order centered on Saudi Arabia and Qatar, in the expectation that the
Assad regime will eventually fall.
By contrast, members of the pro-Syrian March 8 alliance – another cross-sectarian
coalition led by the majority of the country’s main Shi’ite factions, including Hezbollah,
and part of the country’s Christians – have largely remained strong supporters of the
Assad regime. While there are concerns that Assad might not survive the current cycle of
unrest, there are many that continue to believe that the Alawite-led regime – aided by Iran
at the regional level and Russia and China at the international level – will weather the
storm and rebuff both internal and external challenges to its autonomy and ability to rule
Syria.
Meanwhile, the country’s depleted Christian political forces – divided between the two
coalitions – and the Druze led by Walid Jumblatt are wary of any Lebanese intervention
in Syria’s internal conflict. This is in part due to the reality that the political tug-of-war in
Beirut, the struggle for Syria, and broader regional competition between Saudi Arabia
and Iran all straddle Sunni-Shi’ite dividing lines.
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Hezbollah’s Christian allies are uneasy about the group’s evolving and increasingly
aggressive role in supporting the Assad regime. Christians in the March 14 alliance are
not faring much better: Lebanon’s northern districts – a hotbed for Free Syrian Army
(FSA) and other militant cross-border activity – and the growing stature of the country’s
Sunni Salafists have made them similarly uncomfortable. The Druze and other minority
sects also find themselves in a similarly untenable position between a proverbial Sunni
rock and a Shi’ite hard place.

Playing With Fire: Lebanese Sunni-Shi’ite Competition
Beyond positions on either side of the struggle for power in Syria, there is growing
evidence that Lebanon’s Sunni and Shi’ite political forces are now actively embroiled in
shaping the final outcome in the struggle to control Syria.
There have been growing accusations of involvement by Sunni political figures with ties
to the March 14 forces in helping to arm and finance Syrian insurgent groups. There have
also been increasing reports of Lebanese Sunni militants and Islamist fighters crossing
into Syria to join the battle against Assad. The country has experienced a resurgence of
Sunni-Alawite violence in the northern city of Tripoli. Meanwhile, Sunnis in northern
Lebanon have grown increasingly sympathetic to the cause of predominantly Sunni
Syrian opposition forces.
Assuming that Syria’s crisis would be short-lived, in June 2011 Hezbollah sought to
mobilize the country’s Palestinian refugee population in an effort to escalate tensions on
the UN Blue Line between Lebanon and Israel as a means of shifting attention from
Syria. These efforts were thwarted in part by the LAF, which preempted any major flareup along the demarcation line. While initially minimizing its footprint to avoid escalating
Lebanese Sunni-Shi’a tensions over Syria, there is growing evidence that Hezbollah is far
more active in the Syria conflict, at least in an advisory role in training and equipping the
country’s Alawite sect and other Assad loyalists and, at most, engaging in active combat
against mainly Sunni Syrian insurgents.
Despite a growing willingness by elements within both the March 14 and March 8
coalitions to compete actively in Syria, neither has shown large-scale support for an
irreversible Lebanese role in the Syria crisis. Furthermore, neither grouping has taken the
dangerous next step of trying to actively redraw the internal balance of power of
Lebanon.
However, this does not mean that neither side is exposing Lebanon to risks. The
assumption that Assad’s rule may be finite and the role Hezbollah is believed to be
playing in support of that rule has led to growing calls for Hezbollah’s disarmament, a de
facto call for shifting the internal political and security balance of power in Lebanon. By
contrast, the Sunni community’s emerging role in the Syria conflict has been interpreted
by Damascus as a de facto declaration of war on the Assad regime.
Both Lebanon’s Sunnis and Shi’as have yet to definitively come to what might be a very
bitter lesson in dealing with instability in the Levant: that the Lebanese tail cannot safely
and successfully wag the Syrian dog.
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Managing Syria’s Slow-Motion Tsunami
An aggressive LAF security response to regional unrest and strong international support
gave the Mikati government some much needed breathing room and political legitimacy
to try and insulate Lebanon from the corrosive effects of Syria’s increasingly violent civil
war. However, neither solves the underlying pressures, the reality that Hezbollah will
remain nothing short of Lebanon’s Sparta, or that the scale of unrest in Syria poses real
questions about the future stability of Lebanon regardless of the internal balance of
power.
Even if the Assad regime were to fall, Hezbollah would still remain nothing short of
Lebanon’s Sparta. It is – and will likely remain – Lebanon’s best organized and most
disciplined political force. The logic that Hezbollah is weakened because Syria is
unstable is largely incorrect, and should the group’s opponents seek to confront its armed
status unilaterally, there is a clear precedent for Hezbollah to undertake possibly violent
preemptive action – in May 2008, Hezbollah responded to the government of Prime
Minister Fouad Saniora’s efforts to close down the group’s private communications and
fiber-optic network by engaging in running battles in predominantly Sunni West Beirut
with Lebanese Sunni fighters. Fighting quickly spread to the Chouf Mountain – the
traditional bastion of the Druze community – and to Tripoli in the North.
There is every reason to assume that another May 2008-type event is likely should
Hezbollah perceive an imminent threat from its local opponents in Lebanon. Given the
Levant has grown far more polarized along Sunni-Shi’ite and pro and anti-Iranian lines, it
is also difficult to predict the scale of any internal conflict, the ability of regional states to
broker successful de-escalation, or any guarantee that the conflict will remain largely
localized and not spread into all-out civil war.
In the end, the choices thus far of Lebanon’s leading Sunni and Shi’ite factions attest to
the stark reality that Lebanon’s opposing political forces cannot escape the negative
effects of competing on either side of Syria’s civil conflict. Syria and Lebanon are tied
together by geography, demographics, unstable regional alignments, and deepening
Sunni-Shi’a regional tensions. In addition, competing local political forces have yet to
succeed and win outright in successive struggles for power in Lebanon. Any scenario
where the country’s leading Sunni and Shi’a political forces miscalculate at home or in
Syria is likely to have catastrophic consequences for the future stability of Lebanon and
the broader Levant.
Despite the scale of polarization in Lebanon, there are still forces in both coalitions that
favor stability, even if it is precarious and uncertain. These include members of leading
Sunni, Shi’a, Druze, and Christian factions who recognize that any sitting government
would have to try to distance the country from the Syria conflict. Lebanon’s competing
factions must remain focused on the reality that none of them can win decisively and that
finding ways to insulate Lebanon from Syrian instability is the sectarian equivalent of
discretion as the better part of valor.
Ultimately, Lebanon’s future hinges on how events in Syria take shape in the coming
months if not years. Despite UN and Arab League efforts toward a short-term cease-fire,
there is every reason to expect continued hostilities and long-term instability in the
conflict, with as yet no tangible signs of a lasting resolution. The longer Syria’s crisis
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persists, the more critical it will become for Lebanon and the international community,
led by the United States, to minimize future spillover effects from what may be years of
instability in the Levant.
Supporting Lebanon’s military and security forces will prove to be especially important.
The LAF in particular has and will continue to play a critical role in terms of internal
security, safeguarding borders, and insulating Lebanon from regional instability. Lebanon
will need help in planning to bolster the resources and capabilities of the LAF to secure
Lebanon from regional instability. While it remains unclear how recent unrest will impact
the effort, that any sitting government in Lebanon would endorse such a move is a
testament to how destabilizing the Syria crisis has become.

Persistent & Emerging Challenges
In a year marked by upheavals and regional uncertainty, there are many other questions
that remain about what direction US-Iranian competition in the Levant will take. The
future will be shaped by both persistent and emerging challenges alike. Some do not
directly affect US and Iranian competition, but would have important indirect effects.
Others, like those involving Syria, could play a critical and more direct role.

The Teetering Balance Along the Blue Line
Almost any deterioration along the UN Blue Line of demarcation between Lebanon and
Israel could benefit Iran: given regional public opinion, it would be easy for conflict
between the IDF, Hezbollah, or the LAF to help justify Hezbollah’s continued armed
status. More importantly, however, there is no guarantee that instability could not
escalate into a war involving Israel, Syria, and their respective regional allies.
Iran (and Syria) can potentially exploit the continued risk of conflict between Israel and
Hezbollah. Both have learned important lessons from the last round of open confrontation
in 2006 and there are few chances of an internationally backed consortium, like the nowdefunct Israel Lebanon Monitoring group, in no small part because key players such as
Syria are increasingly unstable. Even if Syria were not mired by protests, there is little
appetite in Washington or Tel Aviv to resurrect the old monitoring structure.
Both Israel and Hezbollah have continued to upgrade their tactics and capabilities over
the course of the past five years, and both sides are confident that their strategy in a future
war will succeed and feel that they can predict the operational, tactical, and strategic
choices of the other in a future conflict. However, despite this high level of confidence,
there is strong evidence to suggest that neither side wants to start a war, and both sides
continues to rely on the other to sustain the militarization of both Jews and Shi’a across
the UN Blue Line.
One might argue in favor of stability based on the prediction that both Israel and
Hezbollah are fundamentally rational and have too much to lose and too little to gain
from another round of conflict. However, asymmetric balances, let alone other forms of
brinksmanship where few channels of communication exist, are inherently unstable. One
major example of this includes a confrontation between the IDF and the LAF in August,
2010 that could have degenerated in a major conflict. More recently, Palestinian and
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Lebanese protestors’ efforts to cross the Blue Line in May and June 2011 could have also
escalated into a major cross-border incident.
If Hezbollah (and Iran and/or Syria) do not actively exploit this issue, an important tool
has emerged as a critical component in management the risks associated with an
uncertain asymmetric balance since 2006: regular meetings between the LAF and the IDF
as part of a tripartite framework under the auspices of UNIFIL at its Naqoura
headquarters just north of the Blue Line of demarcation between Israel and Lebanon.
The “Naqoura framework” is not in and of itself decisive. What does give it an ability to
manage security politics along the Blue Line is that Hezbollah and other leading political
forces have given the LAF their tacit support in the framework. In short, the LAF has the
support of all the country’s major communities when it comes to ensuring that stability
reigns in the South. The IDF was also reported to favor the framework.175
The Naqoura Framework bolsters the role of the LAF in Lebanese security politics and is
an important source of stability and predictability for a US that is increasingly focusing
on managing expectations rather than shaping outcomes in the Middle East. In contrast it
is at least partially detrimental to Iran’s aspirations to inflame Blue Line security politics
in support of its regional prerogatives.

Energy Security & the Risk of War
While the full range of energy reserves in the Levant remain an unknown quantity, they
have already become a source of tension and conflict between Israel and Lebanon – as
well as between Israel and the Palestinians after another set of offshore gas fields have
not been developed because of Israeli and Palestinian tensions over Gaza.
Recent Israeli tenders for offshore exploration have led to heightening rhetoric on
managing access to potential regional energy reserves. Both Israel and Lebanon have
submitted competing maritime borders to the UN and the issue has the potential to
become the “new Sheb’a Farms” insofar as it will drive and justify the militarization of
society and politics on both sides of the Blue Line.
•

Figure VIII.16 shows recently discovered Israeli natural gas fields – Tamar, Dalit and Leviathan
– which are projected to begin development at the end of 2012 with extraction and transmission
infrastructure to be operational by the end of the decade. 176 Both Israel and Hezbollah have made
their positions clear: each considers it their right to protect potential offshore resources and to use
lethal force should the need arise.

•

Figure VIII.17, meanwhile, shows a Lebanese map of the maritime border between Israel and
Lebanon wherein the countries differ about where the maritime frontier is or should be.

•

To the north-east of the Nile Delta, preliminary USGS findings seem to indicate similarly
significant energy reserves in the Levant Basin. Covering a smaller area of some 83,000 square
kilometers, the Levant Basin is expected to have a mean volume of 1, MMBO, with a range
spanning from 483 MMBO to 3759 MMBO depending on the confidence intervals. With regards
to LNG, the Basin is expected to have a mean volume of 122,378 bcf of gas with a range from
50,087 to 227,430 bcf of gas. 177

•

Figure VIII.18 shows a map of the Levant Basin survey area and details of the resource
assessment.
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It is possible that energy insecurity could lead to conflict in the Levant. Arguably, Iran
would benefit from yet another arena wherein it can antagonize or harass Israeli interests,
be it through Hezbollah or other regional players. Energy reserves do not have to
automatically lead to conflict. Managing the maritime border region and trying to find a
compromise is a valid alternative.
If pragmatists are given the opportunity, there is no reason why Israel and Lebanon
cannot have their cakes and eat them too. How Israel and Lebanon manage the maritime
issue could be an important confidence building measure and regional stabilizer. The
opposite, defined crisis and open military confrontation, is no less of a plausible outcome.
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Figure VIII.16: Israel’s Growing Natural Gas Sector

Note: Depicts regional geologic basins.

Source: Adapted from Michael Ratner, “Israel’s Offshore Natural Gas Discoveries Enhance Its Economic and Energy
Outlook,” Congressional Research Service, RL41617, January 31, 2011, p. 2, Library of Congress Cartography.
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Figure VIII.17: The Israeli-Lebanese Maritime Frontier: A conflict in
the Making?

: Area of contention between Lebanon and Israel

Source: Adapted by Aram Nerguizian from Wissam Zahabi, “Hydrocarbon Exploration Offshore Lebanon: Current
Status and Way Forward,” presented at the Levant Energy Form 2011, June 23, 2011, available at:
http://www.thegulfintelligence.com/uploads/Oil%20and%20gas%20presentation%20Lebanon.pdf
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2010
Location of Four Assessment Units in the Nile Delta Province

Levant Basin Province Results

Source: The United States Geological Survey.
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The Economic and Aid Response to Arab Protests
The previous analysis has shown that popular protests, regime change and the search for
stability will be one of the most important and long-term challenges facing the region.
They also present both opportunities and obstacles for both the US and Iran as they try to
find news to pursue and secure their respective interests.
The US is now more committed to security aid and dealing with the political issues in the
region, than its underlying economic and demographic problems. However, current cycle
of popular unrest in the Middle East is in large part a byproduct of decades of economic
neglect by regional states undergoing deep internal changes. As a result, the US is caught
between trying to massively cut federal expenditures and the fact it cannot afford to give
Iran a free “win” by failing to address the economic ramifications of regional upheaval.
The recent protests across the Arab world have prompted the Obama Administration to
assure the Middle East that the US will be a partner in the long term effort to manage the
economic costs of social upheaval in the region.
Figure VIII.19 illustrates just how important these issues are to the US, as is reflected in
the full transcript of President Obama’s May 19, 2011 address. It should be noted that US
policy has since been much stronger on rhetoric than actual action and funding, and there
is strong US political resistance to providing large amounts of aid.
However, the President’s May 2011 statement provides little detail about the steps
Washington can or will take in terms of economic aid in the wake of Arab protests. On
the one hand, it is clear from the economic impact of the protests on countries such as
Egypt and Tunisia that the long standing pressures on the economies of the nations
caught up in unrest will be sharply downgraded by their dependence on depleted
revenues from tourism and outside investment and trade. If the US hopes to ensure a
stable regional environment and mitigate both economic and regional risk, it will have to
play an important role in ensuring that the economic drivers that led to protests do not
lead to a cycle of regional violence and further instability.
On the other hand, the US will have to do this at a time of economic crisis and a striking
lack of domestic support for foreign aid.
Iran has little to offer a region in flux short of rhetoric. It has neither the national
resources nor the economic health to play a leading role in steering the outcome of Arab
protests. However, Iran has shown time and again its ability to co-opt regional militant
groups and to capitalize on instability and misery. In the end, this Arab world in flux is
the US’s to lose.
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Figure VIII.19: U.S. Economic Support for the Middle East & Africa
The revolutions in the Middle East and North Africa (MENA) provide an historic opportunity to
meet the aspirations of a people long denied political freedom and economic opportunity.
Economic modernization is key to building a stronger foundation for prosperity and showing
people the fruits of democratic change. The people of the region will choose their own paths to
democracy and prosperity, with policies and programs that suit their circumstances. That process
may take years, as was the case in the transitions of Central and Eastern Europe. From the
beginning of this process and along the way, the United States will offer its support for economic
modernization and development to those making the transition to democracy.
The countries of the Middle East and North Africa are diverse societies with diverse
characteristics and economies. The region of over 400 million people contains a group of
countries that export 18 million barrels a day of oil as well as a group that is dependent on oil
imports from their neighbors. Saudi Arabia’s $440 billion economy is more than 14 times that of
Yemen. What these countries share is untapped potential, that if unlocked could provide broader
economic opportunities for their people.
Oil and gas revenues have enriched several countries and enabled them to fund ambitious
infrastructure programs. Some of the non-oil exporters attracted more foreign direct investment
and achieved an acceleration of economic growth. The pace of economic reform in the region,
however, has been uneven and corruption has been a widespread challenge. Despite an abundance
of natural resources and impressive potential human capital, economic growth in the region has
not been as rapid as in the fast-growing emerging market world, nor have its benefits been widely
distributed.
With the majority of the population under the age of 30, and more than 4 million people entering
the labor force annually, the demographics of the Middle East and North Africa pose challenges.
Unemployment rates are high across the region, particularly among the burgeoning youth
population. In Egypt, youth unemployment is estimated at over 30 percent. The ability to address
the growing demand for jobs – which was one of the drivers behind the revolution – will require
significant structural changes and economic reform.
From the beginning of the transitions, representatives of the U.S. government have consulted with
the people of the region to better understand the significant challenges they are facing. Given the
nature of change in the region – the nature of our support is also evolving. The President outlined
a new economic vision to support nations that commit to transition to democracy, and announced
a series of initiatives that are geared toward supporting a broadening of economic opportunity.
These initiatives are designed to meet short term economic stabilization requirements as well as
longer term economic modernization needs. These two objectives are not mutually exclusive –
The U.S. will direct support now to help meet the needs of future generations. Our approach is
based around four key pillars – support for better economic management, support for economic
stability, support for economic modernization, and the development of a framework for trade
integration and investment.
Support for better economic management
We will offer concrete support to foster improved economic policy formulation and
management. We will do so alongside our democratization efforts. We will focus not only on
promoting economic fundamentals, but also transparency and the prevention of corruption. We
will use our bilateral programs to support economic reform preparations, including outreach and
technical assistance from our governments, universities, and think tanks to regional governments
that have embraced reform, individuals, and NGOs. We will mobilize the knowledge and
expertise of international financial institutions to support home grown reforms that increase
accountability.
Support for economic stability
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Egypt and Tunisia have begun their transitions. Their economic outlooks were positive before
recent events, but they are now facing a series of economic dislocations. Growth forecasts have
been revised downward to 1 percent or less. International reserves have decreased and budget
deficits are widening. The tourism sector, which is an important employer and source of revenue,
has been idled and foreign direct investment will significantly decrease this year. Egypt is
projecting a fiscal gap of 10 percent of GDP over the next 12 months, and Tunisia is projecting a
deficit of 5 percent of GDP. If we implement the right initiatives to offer stabilization support, the
long term outlook for these countries can be positive. Absent action, we run the risk of allowing
economic instability to undermine the political transition.
The United States has designed initiatives to support the stabilization process and to lay the
foundation for longer term prosperity. We are galvanizing financial support from international
financial institutions and Egypt and Tunisia’s neighbors to help meet near term financial
needs. We strongly welcome Egypt and Tunisia’s engagement with the IMF and are looking
forward to seeing the joint action plan that multilateral development banks are working on for the
G8 summit.
We will also help bilaterally. In response to numerous requests from the Egyptian government
and the Egyptian people, the United States will relieve Egypt of up to $1 billion in debt by
designing a debt swap arrangement, and swap it in a way that allows Egypt to invest these
resources in creating jobs and fostering entrepreneurship. As another part of our effort to help
Egypt invest in its people and regain access to global capital markets, we will lend or guarantee up
to $1 billion in borrowing needed to finance infrastructure and support job creation. We will do
this via our Overseas Private Investment Corporation (OPIC).
Support for economic modernization
We realize that the modernization of the MENA economies will require a stronger private
sector. To address that, we are committed to working with our international counterparts to
support a reorientation of the European Bank for Reconstruction and Development to support
countries in the region. That Bank played a crucial role in the democratization and economic
transition in Central and Eastern Europe and can make a great contribution in MENA as well. The
International Financial Corporation will scale up its investments to strengthen the private sector in
transition countries. We also seek to establish Egyptian-American and Tunisian-American
Enterprise Funds to stimulate private sector investment, to promote projects and procedures that
support competitive markets, and to encourage public/private partnerships. And as Secretary
Clinton announced in Cairo, the Overseas Private Investment Corporation will provide up to $2
billion dollars in financial support for private sectors throughout the MENA region.
Develop a framework for trade integration and investment
If you take out oil exports, the MENA region of nearly 400 million people exports about the same
amount of goods as does Switzerland, with less than 8 million people. Moreover, regional trade
structures are poorly integrated, as MENA sourced just 13 percent of their imports from other
countries in the region. Developing Asian countries, in contrast, sourced over 25 percent of their
imports from regional partners. The United States will launch a comprehensive Trade and
Investment Partnership Initiative in the Middle East and North Africa. We will work with the
European Union as we launch step-by-step initiatives that will facilitate more robust trade within
the region, build on existing agreements to promote greater integration with U.S. and European
markets, and open the door for those countries who adopt high standards of reform and trade
liberalization to construct a regional trade arrangement.
Background: The Economic Situation in Egypt and Tunisia
Egypt’s economy grew by more than 5 percent on average over the last 15 years. However, these
gains did not translate into improved opportunity for the Egyptian people. Egypt is a lower middle
income country, with per capita GDP at about $2,800. Inflation levels are well above regional
averages, and Egypt is plagued by chronic structural problems, including high levels of youth
unemployment (34 percent) and long-term unemployment for first time job-seekers.
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Egypt is now facing a series of economic dislocations associated with the transition, which has
raised its financial vulnerability. Before recent unrest, GDP growth was projected at 5.5 percent
and the fiscal deficit was estimated at 8.4 percent. Due to a slump in tourism, which accounts for
over 5 percent of GDP and employs more than 10 percent of the labor force, as well as a decline in
foreign direct investment, growth forecasts have been revised downward to about 1percent and the
deficit is expected to widen to over 10 percent of GDP. Decreased tourism revenues and foreign
direct investment will also have an adverse impact on employment.
Tunisia, which is wealthier than Egypt on a per capita basis ($4400), also had a positive economic
outlook before the revolution. However, the revolution is expected to put pressure on the
economy in the short term. GDP growth will be close to zero this year, and reserves have declined
by about a billion since unrest broke out. After running relatively small fiscal deficits the past few
years, Tunisia’s fiscal position is expected to widen this year to about 5 percent of GDP (up from
3 percent in 2010). Much like in Egypt, tourism revenues and foreign direct investment, coupled
with labor protests and increased social spending, are adversely impacting the near-term economic
outlook. A failure to help stabilize these economies could undermine democratization efforts.
Source: “Factsheet: Economic Support for the Middle East and North Africa,” Office of the Press Secretary, the White
House, May 18, 2011.

Implications for US Policy
The US faces a sustained level of instability in the Levant, and the rest of the Middle East
and North Africa, that affects every aspect of its competition with Iran. At present, no one
can predict the outcome in any given case. Even the short-term impact of changes in
regimes is not predictable, nor is how those changes will affect the underlying drivers of
regional tensions. It is particularly dangerous to ignore the risk of replacing one form of
failed governance with another one, and the prospect of years of further political
instability or upheavals.
Deep socio-economic, political and sectarian cleavages, the pervasiveness of the ArabIsraeli conflict and a cycle of popular protests combined to make the Levant and Egypt a
growing challenge to the in shaping its regional struggle with Iran. There are six core
theaters in this region of US and Iranian competition: Syria, Lebanon, Israel, the
Occupied Palestinian Territories, Egypt, and Jordan. The US must choose the best way to
advance their interests in each are as well as consider the enduring and emerging regional
challenges and wild cards that may to shape and influence US-Iranian interests and
competition in the Levant in the years to come.
Syria
While Syria has been a challenge for US policy-makers for decades, the current round of
instability is unprecedented and the situation in Syria is not predictable enough for the US
to be able to develop a sustainable strategy in the short term. The US and key regional
allies have steadily sought to increase pressure on the Assad regime and provide different
levels of support to anti-Assad political and insurgent forces, pursuing several aims, not
the least of which is to weaken Iran’s sole major state ally as well as Iran’s influence over
Iraq, Lebanon, and the Palestinians. This makes Syria the key local prize for both the US
and its allies and for Iran.


Despite the continued militarization of the opposition and tactical successes against Assad’s forces
in an increasingly sectarian civil war, there is no clear US response to this increasingly dangerous
phase of instability in Syria. Providing more material support to opposition forces will likely
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justify a harsher crackdown and the forces buttressing the regime will continue to close ranks. US
or Western covert and overt assistance could also further deepen already negative responses from
Russia, China and other members of the UN Security Council who do not want to see a repeat of
steps taken in Libya.


The US cannot ignore the regional spillover effects should Syria destabilize further and it needs to
adopt a strategy based on containing Syrian instability. How events do and do not play out in Syria
will have deep and unforeseen consequences on the precarious sectarian balance in Lebanon, the
security of Israel along its northern and eastern flanks, the stability of Jordan at a time of increased
internal unrest, and pressure along Turkey’s southern flank as Ankara tries to contain increasingly
assertive Syrian and Iraqi Kurdish groups. A collapse in Syria – controlled or otherwise – may
hold the promise of breaking Iran’s umbilical cord to Levant, but it also promises to expose both
budding and strategic US allies to waves of uncertainty for years to come.



While the US may have reasons to support and grant recognition to opposition forces that are
democratic or more representative of popular forces in Syria, that may not translate into a more
stable Syria at peace with its neighbors in either the short or long term. There is no real world
basis on which to make the argument that a post-Assad Syria will make peace with Israel,
renounce claims to the Golan Heights, or stop providing assistance to Palestinian elements
operating in and outside the Occupied Palestinian Territories.



Despite growing pressure in 2012, there is only very limited support in the US, Europe, and the
Arab world for direct intervention in Syria. Syria is not Libya. Syria has a population that is more
than three times larger than Libya’s, has almost 30 times the latter’s population density and a
much larger and far more capable military overall. Syria also enjoys strong political, financial and
military support from Iran and Russia. These factors complicate any calculus on military
intervention in Syria, whether in terms of the level of potential military opposition, or with regards
to the risk of high civilian casualties.



There still are reasons why the US might directly (or indirectly) take the lead in such efforts. The
withdrawal of US troops from Iraq has left many unanswered questions about the future role and
influence of the US, especially in the context of strategic competition with Iran. Instability in Syria
presents Washington with the opportunity to undermine Iran’s regional posture, weaken or change
the leadership of one of its key regional allies, and potentially downgrade the Islamic Republic’s
role in the Arab-Israeli conflict through Hezbollah.



Some analysts have proposed trying to separate Syria’s security establishment and the Alawite
community away from the Assad regime. While the approach is sound in principle, the US may
need to accept that the chances of doing so are slim. The passage of time and the level of
bloodshed have made it more difficult to conceive of a post-Assad Syria devoid of retaliatory
measures against the Alawite community. While many Alawites may not like or support Assad,
the potential loss of their political and economic autonomy is a key barrier to defections. Even in a
scenario where a dominant opposition proved magnanimous in victory, there is little sign that
Assad’s base – and the other minorities that support the regime – is betting on such a favorable
outcome.



While events in Syria are challenging to Iran, the strategic choices of the Islamic Republic and its
chief ally in the region Hezbollah are evolving in an effort to deal with events in Syria and
potential shifts in the regional balance of power. While “Plan A” is to try and maintain Assad in
power and fend of his local and regional opponents, “Plan B” in the event Assad falls seems to be
the prevention of the emergence of a stable Syria under Sunni rule in Damascus. There is growing
evidence in 2012 that the IRGC’s Quds Forces, aided by Hezbollah are actively training and
equipping mainly Alawite and Shi’a irregular forces into what could be a deeply ideological Jaysh
al-Shaab or “People’s Army” meant to take pressure off Syrian regular forces and fight for the
interests of the Alawite community and other allied factions in Syria.



As the corrosion and decay of Syria’s state and national security structures continues to grow, the
militarization of the struggle for Syria all but ensures that militia economics and warlordism will a
dominant feature in Syria for years to come. The Syrian military is already undergoing a process
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whereby it is being stripped down to its most loyal –and predominantly Alawite – core. If the
military does not survive institutionally in the long term, or if it does not regain some semblance
of national legitimacy, the prospects for demobilizing Syria’s growing archipelago of militias and
fighting groups will be extremely slim.


Syria’s insurgent groups – which are far more likely to have influence in Syria than either external
or local political opposition forces – are poor vehicles to socialize, advance, and consolidate
external (principally Western) efforts to secure pluralism and stable politics in Syria. Again, while
many insurgent groups include Army defectors, many if not most insurgent groups in Syria still
remain local militias in what has become a national struggle. Neither they nor the many more
civilians-turned-guerilla-fighters are anywhere near ready to internalize and implement any form
of lasting transition plan in Syria. This in turn will also further complicate a lasting cessation of
hostilities, the creation of a stable and credible government in Damascus, or a Syria that will
actively protect it minority groups.



The rise of jihadi and militant Islamist factions and fighting groups in Syria with ties to Al-Qaeda.
While the Syrian armed opposition remains deeply fragmented despite its growing size, Islamist
and jihadi units have better access to weapons, are attracting recruits frustrated by the uneven pace
of the conflict, and are moving far quicker to consolidate their forces. The presence of ideological
and radical forces in Syria’s civil war was always going to be a challenge so long as more
moderate factions were unable to overcome their internal divisions and gain access to more
military resources.



The already important role of external actors will grow more critical as Syria’s civil war continues
to evolve. Countries like Saudi Arabia, Qatar, and Turkey have been active supporters of the
armed insurgency against Assad while the US and European states have been important sources of
external pressure and coalition-building against the regime in Damascus. Meanwhile, Russia, Iran,
and China continue to wield influence with Assad. There is significant daylight between the
competing nations supporting either side of Syria’s civil war. However, as with other similar
conflicts – such as Lebanon’s 15-year civil war – external support by competing external actors
will be critical to any effort to legitimize a new political order in Syria.



At best, the Assad regime would be replaced by a democratic Sunni-dominated leadership that is
more favorable to the foreign policies of the United States and the Gulf states led by Saudi Arabia.
This could include a degradation of ties to Iran with effects on the flow of Iranian weapons and
support to Hezbollah. At worst, Syria would remain unstable and could deteriorate into a deeper
sectarian civil war, a conflict that could in turn draw its neighbors – especially Saudi Arabia and
Iran – into a cycle of regional proxy warfare. What is certain, however, is that in any scenario,
Syria’s regional role has been severely weakened by a year of unrest.



Continued political upheaval and civil war mean that Syria’s economic outlook will only continue
to decline. Even in a scenario where the merchant class put their full weight against the Assad
regime, there was still no clear sense of an end state in December 2012 either on where Syria was
going or which players could and would be at the helm. It is also difficult to measure the impact of
lost tourism revenue and the potentially long-term disruption of trade between Syria and its
leading economic partners, to say nothing of a civil war and a war economy that could last for
years.

None of the dynamics now shaping Syria’s future are simple, definitive or predictable.
All illustrate how Syria’s internal battle for power is tied to broader regional Sunni-Shi’a
fault lines that neither the Sunni Gulf states, Iran, nor the US can easily ignore. The
longer Syria lingers caught in civil war and political uncertainty, the more likely it seems
the country will emerge as a continuing arena for proxy competition.
However, even with Arab and Turkish support, any US-led intervention would have to
take stock of the scale of Sunni-Shi’ite regional polarization and the level of acrimony
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between the Southern Gulf states and Iran to determine the benefits and potentials costs
of deeper US involvement in the Levant.
Both the armed opposition and the regime and its supporters are undergoing a rapid
process of political Darwinism and it is not possible to clearly determine who the key
players in Syria will be months from now, let alone in 2013 and beyond. What is certain,
however, is that regardless of if or when Assad falls or is replaced, Syria will struggle
with the militarization of society and the expansion of Islamist and radical forces for
years to come. The US would then face increasing difficulty in both staying out of and
competing with Iran in Syria.
Israel
Israel will be a key factor in US-Iranian competition and the recent cycle of instability
will remain critical to how both countries develop their bilateral relationship and security
ties.


A ring of growing instability now exists around Israel. The US must continue to provide Israel
with both political and military security guarantees to bolster the strategic partnership. The US and
Israel must also continue to coordinate their efforts to minimize and curtail Iranian influence in the
broader Levant.



At the same time, the growing cycle of regional unrest has accelerated the need to bring IsraeliPalestinian negotiations on a two-state solution to fruition. Popular sentiment across the Arab
world, US preferences, the need for a lasting peace, and the recent Palestinian UN bid for
statehood, and the longer-term strategic interests of Israel, and the Palestinians are argue for such
an initiative. It is true that there is a vast gulf of mistrust between Israel and the Palestinians, and
no certainty that any efforts will succeed. At the same time, the failure to even try may put an end
to the Arab League peace initiative, force Egypt and Jordan to distance themselves from their
peace agreements, strengthen Iran’s efforts to spoil peace efforts, undermine the US role in a
changing the Arab world, and further radicalize the Palestinians at a time when rational minds
should prevail.

The Palestinians
The US cannot take risks with Israel’s security but it must take account of the fact
Palestinians play an important role in US competition with Iran and in dealing with the
Arab and Muslim worlds.


Suspending aid to the Palestinians can do little to strengthen the US position in the Levant in
general and in the Arab-Israeli conflict in particular. The UN bid for statehood and subsequently
recognition as a UN non-member observer state did upset many in Washington. In the end, any
alliance is only as strong as the sum of its parts, and the Palestinian bid provided a much needed
boost to the ailing presidency of Mahmoud Abbas, a key regional ally. Censuring the Palestinian
Authority will strengthen the hand of pro-Syrian and pro-Iranian Palestinian factions and
undermine perceptions of the US in the Levant. The US should continue to nurture its relationship
with the PA and make good on its aid commitments.



As with Israel, the US needs to work hard to bring the PA back to negotiations on a two-state
solution. The PA’s UN bid has done much to buoy the position of President Abbas, however, this
effect will degrade with time unless parties to negotiations can capitalize on it. The Quartet, led by
the US, must push ahead with peace efforts. The alternative is a degeneration of the Palestinian
position to a point that strengthens Palestinian opponents of the West and invigorates Iran’s
spoiler role in the Arab-Israeli conflict.



The Palestinian Islamist wildcard has proven crucial to projecting Iranian influence in the Levant
as a means of impacting the Arab-Israeli conflict. Relying on groups like Hamas was also an
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important means of shoring up much needed Sunni support for Iran in the region. A very public
break between Syria and Hamas is a setback for Iran, but the Islamic Republic continues to
cultivate ties with Palestinian Islamist groups. So far, Tehran has also rejected a deeper isolation
of Hamas for siding against the Assad regime, going so far as to invite Prime Minister Haniya to
Tehran in early February 2012 for consultations.178


The US should work to capitalize on rifts between Syria and Hamas. While reservations remain,
US engagement with the Egyptian Muslim Brotherhood has continued to advance; in contrast, it
will prove far more difficult for the US to build bridges with an Islamist group the US government
considers to be a terrorist organization. Meanwhile, given Iran’s unwavering support for the
minority-led Assad regime in Syria, it is unclear how successfully and for how long Iran can
sustain its policy of supporting such groups. What is certain is that unlike the US, the Islamic
Republic has shown it is flexible enough to at least try and recalibrate to shifts on the Palestinian
political scene.



While US and Iranian competition does play a role in shaping Palestinian politics, internal
Palestinian and broader regional dynamics will be far more critical. Fatah is trying to roll back the
growing preeminence of Hamas in Palestinian politics and the Arab-Israeli conflict. It also
continues to struggle against a backdrop of corporate interests, internal corruption, and the
perception the current leadership is too close to the US and too dependent upon Israel. Both
patterns are uphill battles for Fatah and both work to Iran’s advantage in Arab-Israeli politics.



Despite these gains, Syrian unrest has forced Hamas to choose between its regional credentials as
a Sunni Islamist movement and its long-time regional partners Iran and Syria. So far Hamas has
managed to recalibrate ties with Tehran and recent military “non-failures” against Israel have
offset the effects of regional unrest and the loss of ties to Damascus. However, none of this
changes the fact that Hamas and all Palestinian factions much deal with worsening socioeconomic realities, a region that will be unstable for years and continued Israeli responses to
efforts by Hamas and Hezbollah to sharpen their asymmetric military capabilities.



Meanwhile, Israel has few viable options in a region undergoing generational change and
instability. Siding with opposition forces in Syria could help Iran and its allies link regional
developments to accusations of so-called US and Israeli plots to reshape regional politics. In
addition, recent advances in missile defense complicate Palestinian and Hezbollah rocket and
missile asymmetric capabilities but it is unclear that these solutions can be made cost-effective in
the short term, let alone change the reality that both the Israeli and Palestinian political landscapes
continue to shift to the right in ways that could permanently scuttle efforts towards a stable twostate solution.



The US may still try to capitalize on the UN vote and Israel’s perceived military success in
November 2012 against Palestinian militants in Gaza to think about ways to restart talks between
Israelis and Palestinians. However, it is as unclear as ever that either Israel or the Palestinians
really see the other as a viable peace partner or that the US can maneuver Israel and the
Palestinians to a political position that can allow the US to decisively endorse a move to
Palestinian statehood. It also remains to be seen how effectively Iran can move to foil US and
other states’ peace efforts at a time when Iran faces a more cohesive Gulf Arab position and
continued instability in Syria.
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Egypt
US policy towards Egypt and Jordan should focus on aiding their stability and
development. Iranian influence and interference can only take hold if Egypt and Jordan
fail to develop their own path toward stability, and if the US fails to support them in these
efforts. It may take them take each state a decade or more to achieve the level of stability
and development their peoples need, and the US must show the strategic patience to work
with both states in what may often be periods of unrest and turmoil.


President Mubarak’s exit from power means that Egypt will go through a prolonged cycle of
instability as it reconciles itself with the role of the military in and out of politics, of the Muslim
Brotherhood and other Islamist political forces, and of the other political and reform movements
working to shape post-Mubarak Egypt. The US government and Congress must both remain
flexible as it tries to sustain ties with the “new” Egypt – a move that is crucial to ensuring stability
across the Levant and the broader Middle East and North Africa



Military aid from the US, and financial assistance from the Gulf states, are crucial to stabilizing
post-Mubarak Egypt. The US must continue to nurture its military-to-military relationship while
recognizing that Egypt’s economic needs must also be addressed. While funding from the Gulf
can help sustain investment and macroeconomic indicators, only the US and other Western
democracies can provide the sort of socio-economic aid that can bolster governance and state
accountability in the long term.



Uncertainty about bilateral ties with Israel is likely to increase as the Egyptian military comes to
terms with the country’s Islamic political forces. The threat of suspending military aid to Egypt is
no more effective than proposed cuts to Lebanon and the Palestinians. If nothing else, the
implications could be far more damaging to regional stability and Israeli security. That being said,
the US must balance aid with Egypt’s continued adherence to Egyptian-Israeli peace and more
efforts to stabilize an increasingly unmanaged Sinai Peninsula.



While Egypt will face challenges in the years ahead, a post-Mubarak Egypt has an opportunity to
re-capture much of the authenticity and prestige it lost over the course of the past three decades.
While this could lead to an Egypt that is less sensitive to US and Israeli national security and
foreign policy prerogatives, it is also clear that a more important role for Egypt in Arab politics
could come at the expense of Shi’a Iran.



The ratcheting up of sectarian tensions between Egyptian Muslims and Coptic Christians presents
a serious risk. The continued deterioration of communal ties will likely have an increasingly
negative effect on the country’s internal stability. While accounting for 10% of the Egyptian
populations, at some 10 million strong the Copts remains the largest Christian community in the
Levant. With the rise of sectarian tensions in Syria, continued sectarian recrimination in Lebanon,
and the depletion of Christians in Iraq and the Palestinian Territories, the US and Egypt must both
do more to prevent the communal and primordial politics from becoming yet another source of
instability in a region in a deep state of flux.



The internal upheavals that have overthrown the Mubarak regime in Egypt will continue to create
serious new uncertainties about its ties to the US, Egyptian willingness to put pressure on Iran,
support for the peace process and tolerance of Israel’s security efforts, and Egypt’s ties to the
Palestinians and the Southern Gulf states. No one can take Egypt for granted, regardless of the
trajectory of politics and governance in Cairo. It may be far more stable than Syria in terms of
internal violence, but Egyptian security is relative.



Political unrest and instability in Egypt have also led to greater militancy and armed activity in the
Sinai Peninsula with implications not only for security there but also for the future stability of
Egyptian-Israeli bilateral ties. Post-Mubarak Egypt has seen escalating violence between the
Egyptian security forces and militants, smugglers, and Bedouin tribes. Whether or not the
Egyptian authorities can impose order there could also impact stability and non-state armed
activity in neighboring Gaza as well.
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Jordan
As with Egypt, Jordan is too important to the US and its Gulf allies not to make every
effort to help it avoid prolonged instability.


Here too, the US needs to continue to support security and economic assistance programs to the
Hashemite Kingdom, while supporting peaceful democratic reforms as well. It should also
continue to support Gulf efforts to integrate Jordan into the Gulf Cooperation Council as one
measure to limit regional instability and bolster the Kingdom’s security.



Events in Syria also have potential indirect effects on other regional actors. Jordan’s King
Abdullah was among the first regional leaders to openly call for Assad to step down. However,
more than 20 months of Syrian unrest have left Jordan struggling to insulate the kingdom from the
corrosive effects of Syria’s increasingly divisive civil war.



The Hashemite monarchy, a key US regional ally, is likely to come under growing pressure from
both hardline Islamist and more mainstream opposition groups to do more to intercede in Syria at
a time when the Kingdom is struggling to cope with systemic micro and macro-economic
challenges, a growing budget deficit, a ballooning Syrian refugee population, and the growing
penetration of Salafi and jihadi groups into the broader Levant.

Lebanon
While Lebanon has been relatively stable during the current period of upheavals, there
are serious risks of instability, as well as opportunities to for managing security politics in
the Levant that the US should not ignore.


The US should not take sides or ideological positions in Lebanon; US policy should remain
focused on the fact that Lebanon will remain the problem child of US foreign policy. This entails a
pragmatic policy that seeks to minimize Lebanon’s geopolitical profile and contain the risks posed
by Hezbollah and other forces hostile to US interests in the Levant. The US must continue to
capitalize on the fact that Iran’s relationship is with Hezbollah while its own relationships can be
with a broader range of Lebanese institutions and political forces.



The collapse of the March 14-led government of Saad Hariri in January 2011 has raised concerns
in Washington of a Hezbollah-led constitutional coup and the growing strength of forces hostile to
the US and close to Iran and Syria. The cycle of regional instability and prolonged unrest in Syria
have done much to dampen the effects of these changes in Beirut. The US should not miss the
current opportunity to build bridges with forces that, while enjoying ties to Syria and the Assad
regime, are viewed with growing distrust by Hezbollah. Prime Minister Najib Mikati was never
Hezbollah’s choice for the post he now occupies. Meanwhile, his government continues to honor
Lebanese international commitments and seems keen to nurture ties with the US to try and insulate
Lebanon from the prospect of further Sunni-Shi’a sectarian escalation. The US does not need
further instability in Lebanon and must work with existing allies and potential new ones to contain
and manage Lebanese instability.



The US should continue to support UNFIL and the LAF based on their real world impact on
security politics along the Blue Line. This means accepting first that the UN force’s role as a
regional punching bag for both the Israelis and the Lebanese is conducive to stability along
Israel’s northern flank. It also means accepting that while the LAF is not the non-sectarian military
force that many in the US hoped it would be, it remains critical to keeping a lid on Lebanese
instability.



Unlike the US with the LAF, Iran has had 25 years to build up Hezbollah. Given the weaknesses
of Lebanese political allies and the limits of US policy in Lebanon, long term military diplomacy
remains crucial to maintaining US influence in Lebanon and sustaining the US’s place in security
politics in the Levant. The US Congress lifting a hold on the limited lethal military aid the LAF
has requested is a step in the right direction. The State Department, with the support of Congress,
should also continue to provide some $75 million per year over the FY2012-FY2014 timeframe
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for Lebanon to avoid the real prospect that US security assistance and cooperation programs will
run out of unallocated funds before the start of 2013.


The US should seek to support the UN Special Tribunal for Lebanon in ways that will not
reinforce negative perceptions of the US as well. Given the depth of divisions in Lebanon, the US
will not score points in its competition with Iran if the Tribunal cannot eject perceptions that it is a
Western political tool meant solely to undermine Syria and Iran in the Levant.



Syria’s civil conflict could impact how the US and Iran compete in Lebanon. The potential loss or
destabilization of the Assad regime could weaken Iran’s ability to project influence and support to
Hezbollah to the potential advantage of factions aligned with the West and regional allies,
including Saudi Arabia. The conflict could just as easily trigger a dangerous cycle of Sunni-Shi’ite
competition that could spiral out of control and return Lebanon to a pattern of sectarian violence
where no one can win in measurable ways.



Hezbollah is likely to continue supporting the Assad regime and Iranian interests in Syria in early
2013. However, these efforts will likely continue to focus on five core objectives. These include:
protecting the Sayyidah Zaynab shrine on the outskirts of Damascus; providing over-watch in
patrolling the Beirut to Damascus highway against opposition IED attacks; protecting the Assad
regime’s western flank through military operations in Zabadani between Damascus and the
Lebanese border; protecting Shi’a villages east of the Bekaa Valley; and actively training Alawite
and Shi’ite militiamen loyal to President Assad.



Lebanon may also see the proliferation of other armed groups. The predominantly Sunni northern
Akkar governorate has struggled with a legacy of socio-economic neglect by successive
governments in Beirut, high levels of illiteracy and extreme poverty, a limited state security and
military presence and growing popular frustration with the perceived growth of Shi’a influence in
the north and Lebanon more broadly. All of these factors have facilitated the recruitment of
northern Lebanese Sunnis eager to battle Assad and contest Hezbollah’s power in Lebanon by
emerging militant and Islamist groups.



Lebanon’s Sunni and Shi’ite political forces are likely to continue actively working to shape the
final outcome in the struggle to control Syria. However, a growing willingness by elements within
both the March 14 and March 8 coalitions to compete actively in Syria has yet to translate into an
irreversible Lebanese role in the Syria crisis. Furthermore, neither grouping has taken the
dangerous next step of trying to actively redraw the internal balance of power of Lebanon.



Even low levels of Lebanese competition in Syria will entail significant risks. The assumption that
Assad’s rule may be finite and the role Hezbollah is believed to be playing in support of that rule
have led to growing calls for Hezbollah’s disarmament, a de facto call for shifting the internal
political and security balance of power in Lebanon. By contrast, the Sunni community’s emerging
role in the Syria conflict has been interpreted by Damascus as a de facto declaration of war on the
Assad regime.



Even if the Assad regime were to fall, Hezbollah would still remain nothing short of Lebanon’s
Sparta. It is – and is likely to remain – Lebanon’s best organized and most disciplined political
force. There is also every reason to assume that another May 2008-type event is likely should
Hezbollah perceive an imminent threat from its local opponents in Lebanon.



In the end, the choices thus far of Lebanon’s leading Sunni and Shi’ite factions attest to the stark
reality that Lebanon’s opposing political forces cannot escape the negative effects of competing on
either side of Syria’s civil conflict. Syria and Lebanon are tied together by geography,
demographics, unstable regional alignments, and deepening Sunni-Shi’a regional tensions. Neither
Lebanon’s Sunnis nor its Shi’as have yet to definitively come to what might be a very bitter lesson
in dealing with instability in the Levant: that the Lebanese tail cannot safely and successfully wag
the Syrian dog.
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