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ABSTRACT

SECONDARY SANCTIONS AND THEIR IMPACT ON THE EUROPEAN
UNION: THE CASE OF IRAN

KOZHABEKOVA, Altynay
M.S., The Department of European Studies
Supervisor: Assist. Prof. Dr. Derya GOCER

December 2021, 136 pages

Sanctions are widely used as a response to foreign crises.The US is one of the in-
ternational actors that has been imposing sanctions for a long time, but it became
a particularly prominent foreign policy tool under Obama and Trump's administra-
tions. Especially secondary sanctions, the sanction type affects the third party,

which is not subject to the official sanction policy.

This work tries to shed light on how the EU's business and economy has been af-
fected by the US sanctions imposed on Iran primarily, and the cases of secondary
sanctions under other sanctions policies would be used as supplementary material.
EU is not a direct party in those sanction programs and is willing to keep business
ties with these countries. However, despite the EU's encouragement, EU-based
companies willingly refused any economic actions towards the sanctioned coun-

tries, fearing that the US would impose secondary sanctions. This behavior has

v



been explained through the new concept self-sanctioning. Moreover, the EU has
been trying to overcome this issue by suggesting several mechanisms to provide a
stable ground for the economic ties with sanctioned countries. This is an issue that
has economic repercussions and sits within the wider context of not only state to
state but state to business relations. From this wider context, this thesis will focus
on this primary research question: How did the US's sanctions, within the scope of
the Islamic Republic of Iranian sanctions policy, affected the economic environ-

ment of the European Union under Obama and Trump's administration?

Keywords: Secondary Sanctions; Self-Sanctioning; European Union;



0z

IKINCIL YAPTIRIMLAR VE BU YAPTIRIMLARIN AVRUPA BIRLIGI UZ-
ERINDEKI ETKILERI: IRAN VAKASI

KOZHABEKOVA, Altynay
Yiiksek Lisans, Avrupa Calismalar1 Boliimii

Tez Yoneticisi: Dr. Ogr. Uyesi Derya GOCER

Aralik 2021, 136 sayfa

Yaptirimlar, dis ililkelerde meydana gelen krizlere yanit olarak yaygin olarak kul-
lanilmaktadir. ABD, yaptirimlari uzun siire uygulayan aktorlerden biri olsa da
Obama ve Trump yOnetimlerinde bu siire¢ 6zellikle 6ne ¢ikan 6nemli bir dis poli-
tika araci haline gelmistir. Bu noktada géze ¢arpan da, resmi yaptirima dahil ol-

mayan li¢lincii taraflarin etkilendigi, ikincil yaptirimlar olmustur.

Bu ¢alisma 6ncelikle, ABD'nin Iran'a uyguladigi yaptirimlardan AB'nin is ve
ekonomisinin nasil etkilendigine 151k tutmaya ¢alismaktadir. Bu siirecte diger yap-
tirnm politikalar1 kapsamindaki ikincil yaptirimlarin vakalar1 biitiinleyici veri
olarak kullanilmisir. AB, bu yaptirim programlarinda dogrudan taraf olmamakla
beraber yaptirim yapilan iilkelerle de ticari baglar siirdiirmeyi istemektedir. An-
cak, AB'nin tegvikine ragmen, AB merkezli sirketler, ABD'nin ikincil yaptirimlar

uygulayacagindan korkarak yaptirim uygulanan iilkelere yonelik herhangi bir
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ekonomik eylemi kendileri reddetmektedir. Bu davranis, kendi kendini (6z) yap-
tirmlama adli yeni bir kavramla agiklanmistir. Bununla birlikte AB, yaptirim
uygulanan iilkelerle ekonomik baglarina istikrarli bir zemin saglamak i¢in gesitli
mekanizmalar Onererek bu sorunu agmaya ¢aligmaktadir. Bu durum, ekonomik
yansimalari olan ve yalnizca devletten devlete degil, devletten is iliskilerine yan-
styan ve daha genis bir baglamda oturan bir konudur. Bu genis baglamdan hareke-
tle bu tez, Obama ve Trump dénemlerindeki ABD'nin yaptirimlari, iran islam
Cumhuriyeti’ne yapilan yaptirim politikas1 kapsami altinda Avrupa Birligi'nin

ekonomik ortamini nasil etkiledi? sorusuna odaklanacaktir.

Anahtar kelimeler: ikilcil Yaptirrmlar; Oz-Yaptirim; Avrupa Birligi;
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CHAPTER 1

INTRODUCTION

The US has been imposing sanctions for a long time, but it became a prominent
foreign policy tool under Obama and Trump's administrations. The initial idea of
this research work is to analyze how effective sanctions are in the globalized
world and how the actors involved in the "sanctions war," including the third-par-

ty ones, are affected by these policies.

Despite being present for a long time, sanctions are somewhat a new trend in in-
ternational politics. Integration of countries into the global market has made it
possible to cut off the targeted state, especially if that country is heavily relying on
the export of natural resources. Sanctions have been imposed massively by the US
in the last few decades. This work will try to shed light on how the European Uni-
on's business and economy have been affected by the US sanctions imposed on
the Islamic Republic of Iran. The cases of secondary sanctions under the sanctions
policy of Syria and other targeted countries would be used as supplementary ma-
terial; the US is imposing the sanctions while the Islamic Republic of Iran, Syria,
and others are the target states. European Union is not a direct party in those sanc-
tion programs and is willing to keep business ties with those countries. However,
despite the European Union's encouragement, EU-based companies willingly re-
fused any economic actions fearing that the US would impose secondary sanc-

tions.



European Union has been trying to overcome this issue by suggesting to create
several mechanisms to provide a stable ground for the economic ties between the
EU and Sanctioned countries. It is also essential to see the contextual background
of the EU-Iran relations to investigate whether US sanctions have been the leading
cause for the policy shift. The definition, mechanisms and impact of the secondary
sanctions are crucial to understand this three legged issue between US, EU and
Iran, that runs across not only states but also, crucially, private companies. The
primary research question is as follows: How did the US's sanctions, within the
scope of the Islamic Republic of Iranian sanctions policy, affected the economic

environment of the European Union under Obama and Trump's administration?

Thus, this thesis will focus on the case of the Islamic Republic of Iranian Sanc-
tions imposed by the US and how the European Union is getting affected econo-
mically due to the secondary sanctions despite being a third party. It will focus
more on the behavior of the European Union vis-a-vis sanctions and the impact

sanctions have on EU.

Existing literature covers secondary sanctions and their interaction with EU- the
Islamic Republic of Iran relations only partially. Some studies deal with the Is-
lamic Republic of Iranian Sanctions, and others cover the general outcome of the
sanctions policy on the European Union as a trade partner of Iran. However, there
i1s a gap regarding the secondary sanctions usage and the iterating phenomena
where EU companies refuse to deal with the Islamic Republic of Iran despite EU’s

giving them a free pass.

This thesis aims to make an up-to-date categorization and classification of sanc-
tions; to demonstrate how a powerful actor, such as the US, can impose secondary
sanctions on third party states, it will also try to conceptualize the behavior of pri-

vate entities in these settings under the concept, self-sanctioning; and discuss sug-



gested solutions to overcome the sanctions by the EU. It may be essential to note
what this work is not designed to do. This work is not aiming to cover every as-
pect of the sanction policies, neither it covers the ethical side of the implementa-
tion process. There will no be discussions on the efficiency of sanctions generally
since it is one of the most popular topics in the literature already. There are plenty
of works aiming to answer whether sanctions do work or not, and under which
conditions sanctions work, and there are works on the impact of sanctions on the
targeted and targeting states. This work will try to categorize and discuss the ef-
fects on the third party rather than the targeted state. The study will be conducted

through the qualitative research, secondary-desk research in particular.

The research is designed to explore secondary and primary sources, databases,
articles, policy papers, books, think-tank reports to gain more insights on the is-
sue. Primary sources of the quantitative data are in fact the open-access data bases
by the US Department Of The Treasury, Civil Penalties and Enforcement Informa-
tion-OFAC Enforcement Actions By Year, Specially Designated Nationals and
Blocked Persons list ("SDN List”) Sanctions List Search, Eurostat data-base that
provides Official European Statistics, Data provided by the European Commis-
sion, International Monetary Fund data base (IMF DATA access to macro-
economic and financial data). Secondary sources are the US congressional reports,
European Commission reports, books and think-thank reports on the theory of

sanctions, secondary sanctions and other related matters.

This thesis is organized as follows:

Chapter two will cover the theoretical framework for this work. Define the sanc-
tions, trace the evolution of different types of sanctions, and provide a general
classification of up-to-date sanction types that exist. The classification would be
followed by the new concept of self- sanctioning, which is conceptualized for this

work and is involved in the very core of the answer to the research question.



However, in this particular part, the concept would be explained through the theo-
retical perspective. It would be introduced as a concept and used in the analysis

part in chapter five.

Chapter three is designed to shed light on the contextual background of the EU
relations with a targeted state, which is the Islamic Republic of Iran. This work
will try to cover the EU- the Islamic Republic of Iran relations overall. Timewise
it will focus only on the last decade to narrow down the scope. The general aim is
to provide contextual background and see how these countries are linked and why
the US targets the EU and its private entities within these sanction policies. This
chapter will also include the topic of The EU soft power in the Middle East in ge-
neral in order to see if there was a general trend of shifting relations that are not
affected by the US sanctions; to show the scale of economic relations between EU
and the Islamic Republic of Iran prior to and after the sanctions, and cover why

the Middle East as a whole is important to the EU.

Chapter four is designed to cover the US sanctions policy towards the Islamic
Republic of Iran, providing historical background to the sanctions. The motiva-
tions, methods, aims and techniques of this particular sanctions policy will be
covered. This chapter will provide the relevant data on imposed sanctions in the
Islamic Republic of Iran's case in an organized manner. The demands of the US

and the reasons behind the selection of sectors that are sanctioned will be covered.

Chapter five, analysis, will cover the impact of the US-imposed Iranian sanctions
on the European Union. The general data and cases of the implementation of the
secondary sanctions would be shown and discussed within the scope of this chap-
ter. First of all, the number of secondary sanctions cases on EU companies and
entities within the scope of the sanctions imposed on the Islamic Republic of Iran

would be provided, followed by these sanction cases within the other US sanction



policies. These would include the cases of secondary sanctions designed under the
scope of Russian, Syrian, Cuban, and other sanction policies. Based on all this
data, we will try to identify the impact of the secondary sanctions on the European
Union's economy and possible policies/mechanisms which EU can implement to
overcome sanctions (SWIFT, etc.). Overall, this chapter will deal with the prima-
ry questions of this thesis on the way secondary sanctions are imposed, elaborat-
ing on the reasoning, existing cases, possible targets, and the response of the Eu-

ropean Union.

To answer these questions there would be an analysis of the data gathered around
various reports by the US Congress, sanction reports, and other sources. First of
all, there would be the search of the secondary sanctions imposed and their impli-
cations. Second of all, there would be an investigation of the general trend that
can be traced throughout the secondary sanctions part, where companies (non-US
based) chose to cut the ties with the Islamic Republic of Iran and Syria despite
the significant economic loss. I will conceptualize this phenomenon using "Self-
sanctioning" concept. An analysis of several companies that self-sanctioned them-
selves due to the sanction policies in the Islamic Republic of Iran, Syria, Russia,
and others will be included. There will be an attempt to make a full conceptual
background on how it works and why companies tend to do so, which companies
might be falling under this category (for example, US-based companies cannot be
considered). Followed by the part designed to check the bias shedding the light on
other possible reasons for the EU as a whole and private entities loosening their

ties with the Islamic Republic of Iran.

The final chapter, chapter six, is going to be the concluding part which would in-
clude the recap of the main ideas and the findings, discussion of the limitations of

this study, some general remarks on the situation, discussion of the new concept,



self-sanctioning that was introduced in the thesis and the applicability and rele-

vancy of the study.



CHAPTER 2

THEORETICAL FRAMEWORK

To provide a ground for this research, we have to define what sanction is. Accord-
ing to Haass (1998), sanctions-economic/political/military are penalties targeting
a state or other entity to reshape and transform its political or other behavior, em-
ployed for a wide range of purposes (Galtung 1967; Wallensteen 1968, 2000;
Doxey 1983; Hutbauer, Schott&Elliott 1990; Gary 2007). Sanctions are effective
one-third of the time based on the seminal study of Hufbauer, Schott, and Elliott
(1990) on economic sanctions. Some argue that economic sanctions are useless in
changing the policy of the targeted state (Galtung, 1967; Wallensteen 1968, 2000;
Doxey, 1971; Knorr 1975; Barber, 1979; Olson, 1979; Renwick, 1981; Kaempfer
&Lowenburg, 1988, 1992; Pape, 1997; Haass, 1998; Askari et al. 2003). LaFalce
(1990, p.3) describes sanctions as the tool to force a target state to follow the im-
posing state's demands through the threat of causing colossal economic damage.
The sanction's success or failure is seen by achieving the desired change by the
targeted state( LaFalce,1990; Haass, 1998). The impact is related directly to the
"sending" state's capacity to create considerable economic damage through vari-

ous restrictions ( LaFalce,1990; Haass, 1998).

There are three elements in the sanctions: a sender, a target, and a goal
(LaFalce, 1990, p.6). The state which is imposing and designing the sanctions is
referred to as the sender; the object which is about to be sanctioned (might be a
state or states) is called the target; the goal is seen as the aim of the sending state

to change the undesired policies of the target state. (Galtung, LaFalce 1990) Sanc-



tions may be imposed by one state (unilateral), by many (multilateral), or by the
entire global system (universal) against the target (Galtung 1967; Wallensteen
1968, 2000; Doxey 1971; Knorr 1975; Barber 1979; Olson 1979; Renwick 1981;
Kaempfer& Lowenburg 1988, 1992; Pape 1997; Haass 1998; Askari et al. 2003;
Lektzian, Souva 2007; Forrer, 2017)

2.1 Evolution and Classification of sanctions

Over the years, sanctions have gone through various changes, and new types
evolved due to globalization, ethical considerations, and effectiveness. There are
various sanction types based on the areas they target and the way implemented by
the sending state. This part will try to organize sanction types and provide a classi-

fication.

2.1.1 Diplomatic/Political Sanctions

Diplomatic sanctions are among the oldest sanctions, dated back to 1917, accord-
ing to Old Dominion University United Nations Society (2020, p.3). Generally,
this type of sanction aims to show the targeted state that the sending state is not
pleased with its actions and policies. Thus it would cut diplomatic ties. In other
words, these sanctions undermine that sending state would reduce or eliminate
embassies/consulates and cancel high-level meetings with this government (Haass
1998; Cortright& David 2000; Hufbauer, Gary 2007; ODUMUNC 2020). For ex-
ample, back in the 1917 Bolshevik revolution in Russia, many states imposed
diplomatic sanctions on USSR. Sender states withdrew their recognition of Russia
as a state and pulled their diplomats out of the state. There were no diplomats or
any other diplomatic officials in the USSR from the US for around two decades as
a part of its "non-recognition" policy (Schweisfurth& Theodor 1991; ODUMUNC
2020)



2.1.2 Military Sanctions

Military sanctions are not as "popular" as economic ones and are imposed/de-
signed only in some extraordinary cases. This type of sanctions undermines the
involvement of some kind of armed intervention but can vary between arms em-
bargoes and some targeted strikes. Arms embargoes are quite a general option
within the military sanction's scope. This embargo results in the prohibition of any
arms transfers and is quite a compelling tool used by the international community.
Military sanctions are usually imposed on countries that violated international law
by attacking other countries, own citizens, or violating human rights. These sanc-
tions do not affect citizens yet help control the "lawless" administration thus are
welcomed by the international community. South Sudan, Central African Republic
are the countries that currently have active arms embargoes imposed on them. Is-
rael- Palestine, Myanmar, Sudan, Russia, and Syria would be possible targets.
However, they have been "saved" from this "destiny" by the veto power of the
five permanent members of the UN Security Council, which prevented/s such ac-
tion (ODUMUNC, 2020). Military sanctions must be collective; otherwise, it

would make no significant impact on the "violating" state.

2.1.3 Sport sanctions

As it is evident from the title, these sanctions prevent the state's sports teams/ath-
letes from officially participating in international sports events. These were de-
signed to grasp international attention on punished states and weaken the spirit
and morals of people who reside in those countries. Sports sanctions can be
named as a part of psychological warfare. One example of sports sanctions as part
of the international sanctions is the Federal Republic of Yugoslavia, enacted by
UN Security Council 1992—-1995. Another one worthy of being mentioned is the
case of South Africa's sport sanctions "boycott" imposed by the Commonwealth

of Nations back in 1977 (Nauright, John; Parrish& Charles 2012). There are the



recent sanctions against Russian athletes that include Olympics of 2020/21, Tokyo
and other global sports (not touching continental championships) for the four
years (WADA, 2019). This sanctions were imposed by World Anti Doping
Agency due to alleged state-led doping program that was taking place in Russia
for an extended period (including 2014 and 2018 olympic games) (WADA, 2019).
However, Russia denies all the allegations. Putin has stated at after the outbreak of
all the allegations that the decision is political which is against the ethics of sport
rules where politics must not be playing any role in Olympics (Nechepurenko,

2016, para. 1).

2.1.4 Cyber Sanctions

Cyber sanctions were established back in 2015 by President Obama through the
executive order (US department of state: Executive Order 13694, 2015). As it is
evident from the title, cyber sanctions deal with cyberspace. These sanctions tar-
get individuals/entities that can threaten the national security, foreign policy, eco-
nomic health, or financial stability of the United States through cyberspace (US
department of state: Executive Order 13694, 2015). Cyber sanctions are designed
to deter the entities/individuals that profit by creating cyber attacks to collect se-
cret information/data/trade secrets, which may harm the US's economy or any
other conditions. The recent case of the Cyber sanction imposition is related to
Russia; the US specifically blames Russia's foreign intelligence service, the SVR,
for the SolarWinds attack, which gave cyber-criminals potential access to 18,000
government and private computer networks and also the case of the Russian inter-

vention in the US elections in 2016.

2.1.5 Economic Sanctions

Economic sanctions refer to the partial or total impedance of trade relations be-

tween target and sender for an avowed purpose or goal (Hufbauer& Schott;

10



LaFalce 1990). Economic sanctions may include limiting, or rupturing, imports
from the target, exports to the target, and financial relations between sender and
target (Hufbauer& Schott; LaFalce 1990). Economic sanctions are imposed to
raise the costs of the undesired policy pursued by the sanctioned country (Lektz-
ian& Souva 2007). Targeting a leader's winning coalition has been proven to be
effective in nondemocratic states; it is "easier" to shake nondemocratic states due
to few individual targets, whereas democratic state's leaders are more accountable
to the public. This difference leads to different behavior and outcomes, especially
when it comes to the economic pressure (Kaempfer& Lowenburg 1988, 1992;
Pape 1997; Haass 1998; Askari et al. 2003; Lektzian& Souva 2007). Poorly de-
signed sanctions may cause collateral damage; it would affect the general popula-
tion but not the leader and elite; thus, it must be thought through well ( Lektzian&
Souva 2007; Forrer, 2017). Ensuring economic sanctions are properly designed
requires a sophisticated understanding of global economic markets, global supply
chains, and global business (O'Sullivan 2003; Lektzian& Souva 2007; Forrer,

2017). Economic sanctions may be conventional or targeted.

Conventional Economic Sanctions

Conventional Economic sanctions are designed to sanction the country as a
whole; as was mentioned above, this would lead to the partial or total impedance
of trade relations between target and sender for an avowed purpose or goal (Huf-
bauer, Schott; LaFalce 1990). Economic sanctions may include limiting, or ruptur-
ing, imports from the target, exports to the target, and financial relations between
sender and target as a whole (Hufbauer& Schott 1990; LaFalce 1990; Lektzian&
Souva 2007 ). For example, the US sanctioning the Islamic Republic of Iran and

banning any trade between these countries.

Conventional sanctions can be described as a "pain-gain" structure, where ordi-

nary people suffer the most and then pressure the administration to change their

11



policy (Tostensen& Bull, 2002). This scenario would work in the countries which
already have internal problems and strong opposition. Otherwise, people are just
bound to suffer. This side is criticized the most by the international community,

which considers that citizens must not be collateral damage and should not suffer.

Targeted Economic sanctions

Targeted Sanctions or "smart" sanctions are designed to target specific groups of
people or individuals within the target state (Tostensen& Bull, 2002). We are tal-
king about elite groups here. Tostensen and Bull (2002) argue that there are two
features of smart/targeted sanctions. First, smart sanctions target the people be-
hind undesired policies and actions, making it an efficient tool to punish responsi-
ble people (Tostensen& Bull, 2002). Second, smart/targeted sanctions are not im-
posed on a whole country as a Conventional one. Thus this eliminates the expo-

sure of innocent civilians to the sanctions.

In comparison, smart sanctions target the elite directly and eliminate side effects
from conventional economic sanctions. However, designing smart sanctions is
extremely difficult. It requires detailed information on the internal situation and
elites, information on economic, military, and political support groups that shape

the target regime (Cundu, 2017).

2.1.6 Financial sanctions

Financial sanction is like a subbranch of an economic sanction implemented mas-
sively in the last decades. It is a result of a so-called "evolution" of economic
sanction. In the last one and a half-decade, thanks to globalization and "financial-
ization," economic sanctions have been implemented primarily through the use of
financial channels (Cundu, 2017). In other words, economic sanctions trans-

formed and have taken a new form of financial sanctions. Modern times require
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modern solutions. States and non-state actors can be subject to these sanctions.
The whole point is to cut the targeted state/actor out of the global financial sys-
tem, which is similar to cutting oxygen for people. In the age of globalization, this
results in massive destruction of the economy; the state will have no capital flow,
which is essential for trade and various investments. Aside from cutting access,
financial sanctions also include freezing of assets of a targeted state. Several stud-
ies examine the cases of North Korea, the Islamic Republic of Iran, and Russia
( Torbat, 2005; Kwak& Joo, 2007; Brewer, 2016; Carter& Farha, 2013; Orlova,
2016; Gurvich& Prilepskiy, 2016). A study conducted analyses financial sanctions
imposed on the Islamic Republic of Iran by the US through the essential financial
mechanisms and payment systems such as Fedwire, CHIPS, and SWIFT (Carter
& Farha, 2013). Denied access to these systems has resulted in a catastrophic out-
come for the Persian economy. For example, none of the students here can get any
money transfers from their country (family or any other entity) because their

banks cannot use the SWIFT system.

Financial sanctions can also be conventional or smart/targeted. Conventional ones
eliminate the access to the financial system of the state as a whole and freezing
the assets of the same state, whereas the targeted/smart ones target specific people
and groups of people (elite groups) this may be freezing of their personal assets
abroad and denial of access to the financial system for the entities owned by the

sanctioned person and his/her family.

2.1.7 Primary Sanctions

There are several ways of how and on whom sanctions may be imposed.
Primary sanctions refer to the sanctions that are imposed on the targeted country/
organization/individual and have some key characteristics. (O’Sullivan, 2003;

Geranmayeh& Rapnouil, 2019). Globalization has changed many things, includ-

13



ing the effectiveness of the traditional economic sanctions, which led to the "re-
formulation" of the ways the sanctions are imposed (Geranmayeh& Rapnouil,
2019). Within the scope of the primary sanctions, individuals and the sanctioning
country's companies are prohibited from engaging in any economic activities with
the targeted country. If the US is the sanctioning country, it has the jurisdiction to
prohibit US persons, companies based on the US territory and abroad from mak-
ing any transactions with the sanctioned country (O'Sulliva 2003; Geranmayeh &

Rapnouil, 2019)

2.1.8 Secondary Sanctions

Secondary sanctions refer to the "sending" country sanctions that can prohibit
third parties such as individuals and firms from doing any economic activities
with the targeted country by cutting them off from its own market (Geranmayeh&
Rapnouil, 2019). i.e., the US can cut off business people and companies from
making transactions in the US market (Geranmayeh& Rapnouil, 2019).

Secondary sanctions are not imposed on foreign subsidiaries directly. Instead, the
US prohibits its own companies and People from having any economic ties with
these entities, which is entirely within the state's rights (Forrer 2018; Geran-
mayeh& Rapnouil, 2019). This type of sanctions is applied to pressure other coun-
tries to join the sanctioning country. Foreign countries have to choose: to keep
good economic ties with the US and follow their sanction policies or be cut off
from the US market, lose access to the financial market. (Forrer, 2018; Geran-

mayeh &Rapnouil, 2019).
Failure to adhere to economic sanctions by the third parties means denied com-

mercial relations with the sanctioning country (Forrer 2018, p.3). Secondary sanc-

tions extend a sanctioning country's capacity to cause economic harm in the sanc-
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tioned country. However, they add risk by introducing the possibility of incurring
conflicts with allies or adversaries (Forrer 2018, p.7). The US has a capacity to cut
entities from the financial market, freeze the assets, and restrict them from the
market in general. Thus it can impose secondary sanctions successfully; However,
not all states have the same amount of economic/political power, which limits

their actions (Forrer 2018, p.10).

Secondary Sanctions: A First Glance

How Secondary Sanctions Work

Primary sanctions to cease
activities of bad actors

Sanctioning V Sanctioned
Country ) Country

Secondary
sanctions to
amplify impact of
primary sanctions

A

Cease significant
activity with
primary sanctions
target, including
. routine commercial

country Third Party transactions

Target

Threat of
restricting access
to sanctioning

Figure 1
(Forrer, 2018, p.4)

Secondary sanctions may be confused with the extraterritorial sanctions; these are
not the same. In the second case, the sanctioning country extends its economic
sanctions policy and applies it to the foreign-based company outside of its juris-
diction(considered illegal). In the first case, the sanctioning state prohibits its own

companies from doing business.
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2.1.9 Extraterritorial sanctions

Extraterritorial sanctions are generally confused with secondary sanctions since
both "target" third-party countries which are not US-owned, but there is a differ-
ence. In the case of secondary sanctions sending state is cutting the third party
from any access to itself. If the US is the one sanctioning the Islamic Republic of
Iran, then the companies outside US jurisdiction that decided to keep ties with the
Islamic Republic of Iran would not have access to the US economy anymore, be it
the financial market or US-based companies. These parties would be subject to
the SDN list. Whereas through the extraterritorial sanctions sanctioning country
can expand its sanctions to foreign-based, third party companies. Basically, in the
first case (SC) the US is applying its jurisdiction to its entities to stop any transac-
tions with the foreign-based company, while in the second case (extraterritorial
sanctions) the US is sanctioning the foreign-based company itself. Helms-Burton
Act, back in 1996 (Pub.L. 104114, 110 Stat. 785, 22 U.S.C. §§ 6021-6091;), is
one of the examples of extraterritorial sanctions imposed by President Bill Clinton
on foreign companies that engaged in the "wrongful trafficking in property con-
fiscated by the Castro regime" through trade with and investment in Cuba (US
Congress, Pub.L. 104-114, 110 Stat. 785, 22 U.S.C. §§ 6021-6091; 1996). The
Helms-Burton Act undermined that US-based multinational corporations must
direct and affect foreign-based subsidiary companies. This has sparked various
protests against this act and called these actions illegal. The act was met with
protests from countries where the foreign subsidiaries were located, which argued
that these acts were illegal. This is one of the reasons why the US relies on Sec-
ondary Sanctions more than on extraterritorial sanctions, which are considered

illegal according to International Law.

Another case of extraterritorial sanctions application was in 1982. President Rea-

gan imposed extraterritorial sanctions that prohibited foreign subsidiaries of US
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companies from providing parts and services to construct a pipeline linking the

Soviet Union to Western European customers (Egan & Jeydel, 2017).

European countries have objected to extraterritorial sanctions and tagged them
"illegal" under international law because they were improperly "extraterritorial."
European countries initiated WTO proceeding on the US imposed extraterritorial
sanctions, and together with Canada, they passed "blocking" statutes that prohibit-
ed their companies from complying with the US sanctions on Cuba (Egan& Jey-
del, 2017). The WTO dispute was resolved in 1998, with both parties agreeing at

the time.

Afterward, the US found a way to overcome these issues and changed how they
dealt with these foreign companies and no longer applied these prohibitions to

foreign subsidiaries of US firms (Egan& Jeydel, 2017).

It is essential to distinguish these two types since extraterritorial sanctions are il-
legal and can be "disputed," whereas Secondary sanctions are considered legal. In
the case of secondary sanctions sending state is prohibiting its own firms and in-
dividuals from conducting any commercial relations/transactions; prohibiting own

entities is within the jurisdiction and is entirely legal under the International Law.

2.1.10 Sectoral Sanctions

Sectoral sanctions are relatively new and were introduced by the OFAC aftermath
of the Ukrainian crisis and sanctions related to the issue. The US so far had sec-
ondary sanctions, sanctions based on specific lists, country-based sanctions, and

now has sectoral sanctions.

The main difference is that the entities subject to sectoral sanctions are not subject

to "blanket prohibitions"; instead, US-based individuals/entities are not allowed to
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engage with these entities in specific sectors (military, financial, energy, etc.) The
Russian sectoral sanctions imposed aftermath of the Ukrainian crisis are targeting
financial and energy sectors specifically. (OFAC sanctions attorney, n.d). Specific
types of transactions, such as financial and energy-related transactions, are prohib-
ited for US persons. Like the Venezuelan sanctions, the OFAC 50 percent rule is
strictly enforced in Ukraine-related sectoral sanctions (OFAC sanctions attorney,

n.d).

On December 22, 2015, the United States Department of Treasury explicitly listed
all entities and their subsidiaries on the sectoral sanctions identifications list using

a human-readable search (US Treasury, 2015).
The table down below has been done in order to show the differences between the

primary, secondary and sectoral sanctions. This table provides main characteristics

of these three sanction types and clarifies on whom and how the sanctions work.
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-US citizens & per-
manent residents

-Individuals physical-
ly present in the US
(not citizens)

-Entities owned/con-
trolled by a US person

-Entities under the US
laws

-US citizens & per-
manent residents

-Individuals physical-
ly present in the US
(not citizens)

-Entities owned/con-
trolled by a US person
-Entities under the US
laws

-US citizens & per-
manent residents

-Individuals physical-
ly present in the US

(not citizens)

-Entities owned/con-
trolled by a US person

-Entities under the US
laws
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-Deals in which a
sanctioned indi-
vidual/country has
any interest, direct
or indirect.

-Export, re-export,
trade of goods/ser-
vices/, direct or
indirect

-Discreet, specific
transactions or
activities

-Knowledge and
materiality re-
quired

-Narrowly defined
transactions or
activities within
specific sector

-Transactions
linked to specifi-
cally identified
person or entity
within specific
sector

Table 1. The differences between the primary, secondary and sectoral sanctions

-Country,
or any individual/
entity

-Specially Desig-
nated National
(SDN list)

-Designated third
country entity/in-
dividual

-Specially Desig-
nated National
(individual or enti-

ty)

-Identified sector
of the economy

-Sectoral Sanction
Identification
(SST)

individual or entity



2.2 Self-Sanctioning

Self-sanctioning is a concept developed here in order to explain the actions of the
third-party-based companies within the given sanctioning program. In the data
collection and analysis processes, I have encountered behaviour from the EU
based companies that did not fit to the sanctioning conceptualization presented
above. So, in this particular research, self-sanctioning is a concept which outlines
the behavior of the European Union (and other states) based companies that self-
sanctioned themselves and cut any ties with the targeted state entities (the Islamic
Republic of Iran) in order to protect themselves from the sender state (the US).
The sender state, which has the capacity and power to sanction a targeted state
unilaterally, also can influence third-party-based companies despite them being
separate entities. The US can impose sanctions due to its political and economic
power. The dollar is the main international currency that helps the US control the
world’s financial market , along with the fact that International financial institu-
tions are either US based or under its influence, and the fact that the US has a vast
market. Third-party entities/companies prefer to stay away from the sanctioned
state’s economy and cut any ties with the targeted state despite losses since the
implications of secondary sanctions are way more severe than the loss they face
due to the cutting of ties. We witnessed a wave of companies ending the deals
with the Islamic Republic of Iran’s entities after the US announced the withdrawal
from the deal and imposed sanctions. Basis and explanation of this concept will
be outlined in chapter five. Examples and evidence will be provided to give a full
picture of self-sanctioning behavior. The current theoretical tool set does not cover
this phenomenon and this work will delve into the data to understand this be-

haviour.
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CHAPTER 3

BACKGROUND OF EU-IRAN RELATIONS

3.1 The European Union’s soft power in the Middle East

Nye introduced the concept of soft power back in 1980 and defined it as an ability
to achieve goals and persuade others without any force and coercion. On the con-
trary, hard power refers to the coercive approach utilized by countries to influence
others and achieve the goals mainly through the use of hard military power. Nye
(1980) argued that states need both soft and hard power in order to be successful
and accomplish their long and short-term foreign policy goals. The EU has been
using soft power for its foreign policy objectives in the Middle East in general,
whereas the US is known for using harsher policies. There are various debates on
the reasons behind each respective state’s policies. It is generally accepted among
academics that the EU uses soft power policies in order to attract new members
and partners/allies through the promotion of European values and identity and us-
ing the absence of the EU army as a symbol of promoting peace and human rights

(Beitler, 2006).

The current relations between the EU and the Middle East undoubtedly were af-
fected by the history and the interactions between the regions back then. The
Middle East had played a land-based trade route to the Far East for the European
Colonial powers for centuries before the sea routes were discovered (Beitler,
2006, p.118). The decline of the Ottoman Empire and the rise in the production of

military technologies and goods by the European powers opened the gates into the
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Middle Eastern region (Anderson, Seidbert & Wagner, 1998; Beitler, 2006). Ger-
many maintained good ties with the Ottoman Empire, while Britain and France
used the region as a hegemony muscle-flexing ground (Beitler, 2006, p.118). Dur-
ing the first world war, Britain and France were negotiating on the post-war Mid-
dle Eastern region division, in other words having a discussion on which power
would control which area in the Middle East. The well-known Sykes-Picot
agreement, which defined the areas, was ratified in May 1916 (Smith,1988; An-
derson, Seidbert & Wagner, 1998; Beitler, 2006).

The Middle East has always been important for European peace due to its geopo-
litical position as a crossroad/bridge function between three different continents
(Chryssochoou&Xenakis, 2003; Beitler, 2006). The fact that the region is also a
neighboring one with the Europe multiples its significance since any instability in
the region would affect the European states in various ways, including the mas-
sive inflow of refugees and the loss of access to the crude oil supplies (Chrysso-
choou&Xenakis, 2003; Beitler, 2006). Beitler (2006, p.120) explains that aside
from the geopolitical reasons, the other factor that shapes Europe’s policies to-
wards the Middle East is the European idea/perception that the integration and
cooperation would lead to positive changes and bring long-awaited stability in the
region, increasing the human security. 1957 Treaty of Rome demonstrates the Eu-
ropean views on settling and resolving the conflicts through diplomatic negotia-
tions rather than the implementation of coercive power (Miller, 2004, p.124). The
rule of law, commitment to the shared institution, and interdependencies have
been based on the EU’s ideas and raison d’étre (Miller, 2004, p.124). The EU has
an “idealistic” view while shaping its policies towards the Middle East, whereas

the US has been seen as the one following the realpolitik using coercive power.

Saleh (1999) emphasized that the European approach to the Middle East from

1970 to 2000 included several segments such as Euro—Arab dialogue, Euro—
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Mediterranean Partnership (EMP), and broadening of relations with the Gulf Co-
operation Council (GCC). The Euro-Arab dialogue was an attempt to bolster eco-
nomic cooperation (Hopwood, 1983). The Euro—Mediterranean Partnership was
initiated after the Barcelona Conference in 1995 and formalized the relations be-
tween the EU and twelve Mediterranean states (Cyprus, Israel, Egypt, Algeria,
Turkey, Tunisia, Syria, Malta, Jordan, Lebanon, Morocco, and Palestinian Author-
ity) (Hopwood, 1983; Saleh, 1999; Chryssochoou, Xenakis, 2003; Beitler, 2006).
The Euro—Mediterranean Partnership was established in order to coordinate pre-
vious unharmonized and chaotic bilateral policies establishing clear rules of the
relations through the common principles and norms as well as the arrangement of
the “new” security framework based on cooperation going beyond traditional col-
lective security (Chryssochoou, Xenakis, 2003, p. 48). European behavior was
shaped by its belief that the Mediterranean did not present any military security
problems but rather was a source for the socio-economic problems, which can be
resolved through the intensification of economic relations with its states (Youngs,
2003, p.414). It was also widely believed that the economic development in the
region would boost the creation or development of already existent civil societies,
which would inevitably lead to democratization (Otte, 2004). Then, the EU tried
to establish close relations with the Gulf Cooperation Council in order to deepen

the relations with the Gulf states.

All of these developments and policies indicate one thing, European states pre-
ferred a different approach from the one US imposed in the Middle East and re-
jected the use of military power because Europeans considered institutional link-
ages more effective in building and promoting stability in the region. Thus, this
was, among other reasons, behind the EU’s establishing and further deepening the
links between various economic and political institutions, which can be seen as

soft power tools in the long term.
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European States did not necessarily agree with the US’s actions in the Middle East
and were assured that the hard power would not change much. For example, dur-
ing the 1970-80s, European states, primarily Italy, were against the United States’
attempt to isolate Syrian and Libyan governments (Hoffman, 1999, p. 74). Anoth-
er case of the EU being against the use of hard power in the region was the Libya-
supported terrorist bombing of a disco in West Berlin, which resulted in the Amer-
ican soldier casualties (Hoffman, 1999, p. 74). The US retaliated and bombed
Libya, France and Spain disagreed with the US actions and did not allow the us-
age of its air space by American forces for the attack/raid (Hoffman, 1999, p. 74).
European media later commented on the US’s actions and voiced its concerns
over the possible increase of terrorism and violence in the region due to the Amer-
ican retaliation (Hoffman, 1999, p. 74). Hoffman (1999,p. 74) indicates that Eu-
ropean states tried to oppose the US’s sanction plans but failed to do so and even-

tually implemented Libya's sanctions.

Despite the same objective of establishing stability in the region and democratiza-
tion, European states do not demand rapid change prior to negotiations (Beitler,
2006, p.120). In contrast, the US demands the regime change prior to any negotia-
tions and agreements, as in the case of the Palestinian Authority when US Presi-
dent George W. Bush’s insisted on democratization before any peace process talks
(Beitler, 2006, p.120). Yasser Arafat was declared a non grata person and was sub-
ject to “isolation” by the US and Israel post 9/11 terroristic attack (Beitler, 2006,
p.120). However, the EU kept in touch with Arafat since they believed that it is
better to make regime changes gradually for the regional security since careful
transition would be established better than the regime imposed from the out facing

the internal opposition and alienation.

Looking at the contemporary approach utilized by the EU in the wider Middle
East (the Maghreb and the Mashreq together with Israel and the Islamic Republic
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of Iran), it can be noted that the EU does not have any single overarching policy
which defines its relations with Middle Eastern and North African states (Hollis,
2011). The policies are divided into various sub-units and parts categorized by the
sub-regions or issues. For example, the EU has policies and agreements related to
Mediterranean states in the form of EMP-Euro—Mediterranean Partnership,
MEPP-Middle East Peace Process, dialogue with Gulf Cooperation Council
(GCC), and separate policies for the Islamic Republic of Iran and Iraq and other
sub-part/state policies (Hollis, 2011). According to Commission, external relations
are developed by Union as separate initiatives for different geographic areas cate-
gorizing through the division of regions like Mediterranean, Gulf and/or singling
out some states like the Islamic Republic of Iran and Iraq, as well as the conflict
between Israel and Arabs (Hollis, 2011). This categorization has been done due to
various factors such as historical ties, economic condition, the presence or ab-
sence of the US and geopolitical position, etc. Over time aside from the US, other
states have become increasingly present in the region like China, Russia, India.
Generally, European Union tries to keep the Middle East in its periphery through
the “European Neighbourhood Policy” enacted in 2004 (Beitler, 2006).

Overall, it can be noted that the EU takes two main factors into account while
shaping its policies towards the Middle East. The first one is migration, the insta-
bilities in the region result in a massive wave of people migrating to the European
Union seeking asylum, challenging/shaking its domestic position and creating
various problems such as terrorism, increasing crime rates, the clash between the
local citizens and refugees, unemployment rates and many more. Another prom-
inent factor is the stable access to the energy markets of the Middle Eastern states
since they act as both the land route for the oil from the Gulf and also the very
source of the energy resources. The instabilities and conflicts in the region threat-

en the energy security of the EU, which is trying to diversify its markets.
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Touching upon the differences in the foreign policy approaches of the EU and the
US, it can be noted down that despite having the same goal (democratization of
Iran), their actions can be marked on the different ends of the spectrum. Due to its
values and beliefs, European Union shapes its policies with Iran in a way that
would help it transform in the long term. The core idea behind the soft power usa-
ge of the EU is that the development of economic conditions in Iran would inevi-
tably lead to further transformations not only in the region but also within the sta-
te itself. The economic development would promote stability and peace in the re-
gion resulting in a gradual shift towards democracy. EU shapes its policies that try
to pave the way for this economic development and deal with Iran subtly while

cooperating with Iranian authorities.

Although the US has the same interests and wishes to promote democracy in Iran,
it acts differently. It tries to pressure the Iranian government to get the required
results, while the EU tries to work with it to influence the difference from within.
In other words, the US tries to isolate and pressure the state to achieve the desired
result (case of full pressure sanctions, for example), whereas the EU believes that
isolation is not the answer. European way suggests that integration and increased
economic/institutional links would push for change and transformation. Economic
stability would spill over to other aspects. These are the reasons behind the Eu-
ropean Union’s push for the nuclear deal and why it is still trying to bring the US
back to the deal while trying to contain Iran committed to the deal by trying to

overcome the sanctions to decrease the economic impact of the US program.

3.2 The EU Relations with the Islamic Republic of Iran

Abrahamian (1982) has stated that the US became Iran’s main political partner
aftermath the European powers’ decline during the Cold War; underlining that

there was a shift in the relations leaning towards the economy away from the po-
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litical sphere between European countries and Iran (Abrahamian, 1982). This has
been the case until the 1979 Islamic revolution in the Islamic Republic of Iran,
resulting in the deterioration of the political and economic relations with Europe

and the full “cutting” of ties with the US.

Despite the decline in relations between the European states and the Islamic Re-
public of Iran, European countries did not stop diplomatic relations like the US.
Academics agree that the economic and political relations between the two were
revived after 1980-1988 the Islamic Republic of Iran-Iraq war and faced another
wave of decline after the massive controversy over the Islamic Republic of Iran’s
nuclear program in 2003 (Beitler, 2006, p.126). The issue of 2003 was controver-
sial and shocking for the international community since the Islamic Republic of
Iran ratified the Treaty on the Non-Proliferation of Nuclear Weapons (entered into
force on the 5th of March 1970) and assured the world that it would not develop
nuclear weapons and would use nuclear power/energy for the peaceful purposes
such as supplying with the energy, etc. International Atomic Energy Agency
(IAEA) reported in 2003 that the Islamic Republic of Iran has been conducting
some secret activities with nuclear radioactive materials. There has been a request
by the United Nations Security Council, which demanded the Islamic Republic of
Iran to report on its programs and activities. The Islamic Republic of Iran refused
to cooperate with International Atomic Energy Agency on the issue. Around the
same period, France, Germany, and the UK, the so-called E3, were a driving force
behind the negotiations with the Islamic Republic of Iran and international society
to solve Iran’s nuclear program problems. The EU High Representative has joined
the E3 in 2004, which undermines the support of all the EU member states in

these negotiations (Geranmayeh, 2015, p.6)

The EU members argue that thanks to the European soft power Iran, rather than

the US’s hardline stance, Iran agreed to open up for the nuclear inspection in 2004
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(Beitler, 2006, p.126). Black (2003, para.9) reported the words of a European
diplomat who stated that Iran chose to comply with the request for the check not
due to the fear of the EU military capabilities or the US, it is rather due to their
desire to keep economic ties and good relations with the European states. Tarock
(1999, p.41) explained that Iran perceives European Union as a counterweight to
the United States post-Iranian Revolution in 1979; it was a power that could help
to neutralize the various US pressuring policies and sanctions. This explains the
Iranian perception towards Europeans and does explain to a certain extent its ac-

tions.

There were two extensive proposals presented by the E3 and High Representative
(in 2005 and 2006) to promote the peaceful nuclear energy programs to the Islam-
ic Republic of Iran’s authorities throughout negotiations. Despite these proposals
being supported by Russia, China, and the US, the Islamic Republic of Iran did
not agree to comply with the International Atomic Energy Agency’s requests and
chose to follow the same path, as a result of the Islamic Republic of Iran’s non-
compliance United Nations Security Council made four resolutions N 1696, 1737,
1747 and 1803 calling for the suspension of Uranium-235 enrichment as well as
any other related activities along with the imposed restriction for the purchase of
any nuclear or ballistic materials by the Islamic Republic of Iran (Davenport,

2021). The policies were renewed in 2008 by the European Union.

The situation got even more complicated during the populist Mahmoud Ah-
madinejad (2005-2013) presidency and the mass protests after the 2009 elections,
which caused great controversy and debates, protests were harshly suppressed
(Adebahr, 2015). The EU has called out the Islamic Republic of the Iranian gov-
ernment for the human rights violations of its own citizens, causing diplomatic
tensions. The EU started supporting the multilateral sanction programs outlined

by the UN against the Islamic Republic of Iran and later on designed its unilateral
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sanctions against the Islamic Republic of Iranian government in 2010, which has
resulted in the significant economic decline of the Islamic Republic of Iranian

economy (Adebahr, 2015).

The attempts by E3 were ongoing and became more or less productive when Has-
san Rouhani, known as a “moderate-minded,” became the president of the Islamic
Republic of Iran in 2013. Negotiations progressed over the course of two years,
starting as a Joint Plan of Action in 2013, which evolved into the July 2015 Joint
Comprehensive Plan of Action (also referred to as an Islamic Republic of Iran nu-
clear deal) enacted in Vienna between the Islamic Republic of Iran and the P 5+1
which included China, France, UK, Russia, the US (permanent members of the
UN Security Council) and Germany, along with the European Union (Davenport,
2021). Another notable agreement is the “Roadmap agreement” enacted together
with the Joint Comprehensive Plan of Action between the Islamic Republic of
Iran and the International Atomic Energy Agency (Davenport, 2021). The nuclear
deal included 159 pages and five annexes. According to the US government re-
ports, the Islamic Republic of Iran’s uranium stockpiles were supposed to be re-
duced to 300 kilograms for 15 years which is a reduction by 98 percent for the

Islamic Republic of Iran (Joint Comprehensive Plan of Action, 2015).

Moreover, the level of enrichment of uranium must be 3.67 percent at maximum,
and only 6104 out of 20 000 centrifuges the Islamic Republic of Iran owns can be
retained (Joint Comprehensive Plan of Action, 2015). Overall this plan dictated
the limitations for the Islamic Republic of Iran’s nuclear program in return for the
relief of economic sanctions imposed. The signing of The Joint Comprehensive
Plan of Action by the Islamic Republic of Iran terminated all the nuclear-related
European Union sanctions and reshaped the EU- the Islamic Republic of Iran rela-

tions from the confrontation to cooperation.
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Touching upon the economic side of the relations between the EU and the Islamic
Republic of Iran, according to International Monetary Fund data (data.imf.org,
2021) before the 2010 sanctions, the EU was the Islamic Republic of Iran’s top
trading partner, making up more than a quarter of the Islamic Republic of Iran’s
goods trade. With the sanctions, the EU’s position dropped to eight percent, and
China became the biggest trading partner of the Islamic Republic of Iran with 25
percent, followed by the UAE, which made up 17 percent, and Turkey with 10
percent (Cimino-Isaacs& Katzman, 2017, para. 2). The situation was “fixed” after
adopting The Joint Comprehensive Plan of Action, and EU imports from the Is-
lamic Republic of Iran skyrocketed with 347 percent growth compared to pre-deal
conditions before 2015 (Cimino-Isaacs& Katzman, 2017, para. 2). This resulted
from the resumed imports of fuel and mining products. However, it still did not
reach the initial pre-sanctions trade levels. EU exports to the Islamic Republic of
Iran increased by 28 percent, mainly goods related to machinery, chemicals, and
transport equipment (Eurostat, 2017). In 2017 the Islamic Republic of Iran had

shipped its largest monthly shipment of crude oil to the EU since 2011.

National Iranian Oil Company (NIOC) was rising after the lifting of sanctions
and was planning to reclaim the European market shares; 31 percent of oil exports
of National the Islamic Republic of Iranian Oil Company were to the European
energy market in 2016, this number increased to 34 percents in 2017 (Cimino-

Isaacs&Katzman, 2017, para. 3).
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Figure 2; EU-Iran Goods Trade (Eurostat, 2017)!

There is a drastic decline in trade due to European Union Sanctions Against the
Islamic Republic of Iran as of 26 July 2010 across various sectors; the gradual rise
is observed post-Iran nuclear deal. Based on the European Commission’s report,
the trade picture of 2020 between the EU and the Islamic Republic of Iran is as

follows.

The EU is the second biggest trade partner of the Islamic Republic of Iran, 17.5
percent of the Islamic Republic of Iran’s imports are coming from the European
Union, and 5.1 percent of the exports went to the European Union in 2020. Before
the current US sanctions regime, the EU used to the biggest and the most impor-
tant trade partner of the Islamic Republic of Iran. The total amount of trade be-
tween the two countries in 2020 is €4.5 billion, €0.7 billion worth the EU imports
from and €3.8 billion exports to the Islamic Republic of Iran in goods and €1.5

billion two-way service trades in 2019 with EU imports worth up to €0.7 billion

1 This chart has been compiled from the data provided by the Eurostat on EU-Iran goods/
services trade 2010-2016
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and €0.8 billion of exports (Data by European Commission, Countries and Re-
gions: Iran, 2021). The charts and table below overview the trade flows and bal-

ance between the Islamic Republic of Iran and the EU from 2010 to 2020.
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Figure 3. European Union, Trade with Iran 2010-2020; (Eurostat, 2020)

Pre-sanctions level of trade is not reached yet despite the EU’s attempts to nor-
malize it; in fact, we see a gradual increase post the Islamic Republic of Iran nu-
clear deal and a drastic fall after the US withdrew from the agreement and re-im-
posed all of the sanctions on the Islamic Republic of Iran. Despite the sanctions
being imposed unilaterally by the US, which means that the EU is not a party to
this sanction program, the EU- Iran trade has declined due to the US’s capabili-

ties.
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Total goods: EU Trade flows and balance Source Eurostat Comex
Period Imports Exports Balance
Value Mio € % Growth % Extra-EU Value Mio € % Growth % Extra-EU Value Mio €|
2010 14,310 1.0 10,991 08 3,319
2011 16,909 18.2 1.0 10,294 -6.4 0.6 6,615
2012 5,515 674 03 7,260 -29.5 04 1,745
2013 751 -86.4 0.0 5,356 -26.2 0.3 4,606
2014 1,118 489 0.1 6,316 179 04 5,198
2015 1,221 9.2 0.1 6,348 0.5 0.3 5,126
2016 5,461 3472 03 8,060 270 04 2,599
2017 10,099 849 06 10,570 311 05 472
2018 9,425 6.7 05 8,711 -17.6 04 714
2019 680 928 0.0 4398 -49.5 0.2 3,718
2020 713 48 0.0 3,750 -14.7 0.2 3,087

% Growth: relative variation between current and previous period

% Extra-EU: imports/exports as % of all EU partners i.e. excluding trade between EU Member States

Figure 4. EU, Trade with Iran 2010-2020; (Eurostat, 2020)2

However, it is worth noting that the relations between the EU and Iran deepened

post-JCPOA nuclear deal. High-ranking politics had visits and meetings; trade

grew substantially, tourism increased, etc (European Commission, 2018). The EU

has a different position than the US (which withdrew from the deal) and opposed

the impositions of the sanctions. Moreover, the European Union states have start-

ed planning on the special ways of by-passing the US sanction in order to keep the

economic tries.

2 This chart has been compiled from the data provided by the Eurostat EU- Goods Trade.
Annual data 2010-2020
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CHAPTER 4

UNITED STATES SANCTIONS POLICY: THE CASE OF IRAN

4.1 Background on the sanctions of Iran

Iran has been subject to sanctions by the US since the 1979 Islamic Revolution
that overthrew the Shah of Iran (Katzman, 2021). Shah used to be a close ally of
the United States, the revolution disrupted relations and gave a start to the long-
lasting sanctions that were imposed, updated, and redesigned for decades. The
sanctions imposed between 1980-the 90s were mainly designed for demanding the
cutting of ties of The Islamic Republic of Iran with terrorist activities and limit
Iran’s power in the Middle East in general. Despite the majority of the US sanc-
tions being imposed to restrain and stop Iran’s nuclear program, there are multiple
other “threats” taken into consideration in those sanction policies, such as the link

to terrorism, human rights abuses, etc. (Rennack, 2014).

Despite the longevity of the sanction programs imposed, those “initiatives” were
not supported by the international community until 2006, primarily linked to
Iran’s nuclear program due to the International Atomic Energy Agency’s report
back in 2003 with the check-ups later in 2004 (Kerr, 2014). Based on Katzman’s
2021 report for Congress (RS20871) it is evident that despite Iran being the sub-
ject to sanctions since 1979, those sanctions were designed by the US as a retalia-
tion to the 1979 hostage crisis of US officials in Iran and were not broadly wel-
comed by other actors and international institutions who preferred to keep the ties

with Iran for various economic and political reasons. The objectives behind the
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US sanctions on Iran developed and evolved over time. US aims can be traced
within distinctive periods. First, sanctions were imposed post-Islamic revolution
and hostage crisis and were designed as a means to stop Iranian authorities from
having ties and sponsoring terrorist groups. Thus 1980s sanctions were the means
to limit terrorism and to restrain the rise of Iran in the Middle East. In the
mid-1990s, there is a shift in the US perception, and the main threat from Iran’s
side was the development of a nuclear arsenal and various missile programs that
may bring instability in the region and worldwide. For these reasons, the US was

trying to reduce/decrease Iran’s military capacity.

Up till 2006, the sanctions were primarily unilateral by the US only with not much
support from the international community. Since 2006, primarily in 2010, the in-
ternational community agreed with the need to sanction Iran due to its covert nu-
clear program and risks it may impose on the world; United Nations designed
multilateral sanctions on Iran, with the support of the US and the EU, which later
in the same year imposed its own sanctions on Iran (Katzman, 2021, p.37). This
period was noted by the imposition of comprehensive trade sanctions by the US,
the EU, and multilateral sanctions by the UN. The driving force behind this joint
initiative was Iran’s secret nuclear program despite its ratification of the Treaty on

the Non-Proliferation of Nuclear Weapons.

The next period was a period of “detente” after the Joint Comprehensive Plan of
Action was enacted and Iran agreed on the conditions demanded by the In-
ternational society. Katzman (2021,p.50) argued that Iran’s decision to enter into
this agreement was primarily the effects of the sanctions imposed on Iran due to
its nuclear program. In between 2011 and 2015, Iran’s economy was in downfall
due to the massive decrease in oil exports, the oil exports fell by 50 percent, and
Iran was unable to access its foreign assets abroad as a result of unilateral and

multilateral sanctions imposed by the US, the EU, and the UN (Katzman
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2021,p.50). Iran entered the deal and agreed upon the regulation on its nuclear de-
velopments for peaceful purposes only.

The deal was that Iran would decrease its uranium enrichment to 3,67 percent,
uranium stockpile in general, and use only 5,060 centrifuges (old first-generation
ones) to ensure that nuclear activities in Iran are done only for the peaceful use of
nuclear power. This was all supposed to be ensured by the regular IAEA checkups
in return for lifting some sanctions. As a result of this agreement, Obama Admin-
istration lifted some sanctions which were imposed on Iran’s oil, finance and
banking sectors due to the nuclear program; in other words, only the sanctions
imposed for this specific reason were partially loosened or lifted up; the sanctions
imposed back in 1980-1990s were still in place since they were imposed due to
other matters such as terrorism, human rights violations and Iran’s efforts to ac-
quire advanced missiles and conventional military technology (Katzman; 2021,
pp.40-41). United Nations Security Council Resolution 2231 was about keeping
in place an existing ban on Iran to import and export arms up until October 18,
2020, and non-binding restrictions on the buildup and advancement of ballistic
missiles that are nuclear-capable, which is in place up until October 18, 2023

(Katzman, 2021, p.37).

The ease of the sanctions allowed Iran to enable its economic growth after the
long downfall after the deal was done and approved a couple of business delega-
tions from the EU member states’ headed to Iran to conduct business talks and
meet Iran’s business actors (Katzman, 2014). Despite the lifting of some sanctions
on the oil export of Iran, the limitations were still there under the JPA period. Iran
could not export more than one million barrels per day, compared to the 2.5 mil-
lion barrels per day back in 2011; in other words, under these regulations, oil cus-
tomers could not increase or decrease their oil purchases significantly due to im-
posed limitations. Moreover, most oil purchasers decreased the amount of oil pur-

chased to play safe and be under the stated regulated amount to avoid any penal-
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ties possible. After the deal, the US created special waivers which allow Iran’s
National Oil Company to have transactions with other entities, and the EU permit-
ted the application of insurance for the ships that carry crude oil from Iran (Katz-
man, 2014, p.7). Central Bank of Iran and Iranian financial institutions were also
permitted to regain access to the SWIFT system; Moreover, it became possible to
get financial assistance to trade with Iran as well as the possibilities of obtaining

advantageous loans and other financial support for Iran (Katzman, 2014, p.7).

Iran agreed to have its nuclear program for peaceful purposes only, and JCPA was
excepted to “contribute to regional and international peace and security.” Under
this deal the UNSC resolutions (1696 (2006), 1737 (2006), 1747 (2007), 1803
(2008), 1835 (2008), 1929 (2010), 2224 (2015)) related to Iran’s nuclear program
were terminated (JCPoA, 2015).

The next sanctions period after the “detente” can be referred to as post-JCPA, and
it is still ongoing. Trump was the one who initiated this period characterized by
the reimposition of nuclear-related sanctions on Iran after opting out of the deal.
May 8 of 2018 has been noted down in history as the day when the US, under the
Trump administration, ended participation in the JCPOA, followed by the reimpo-
sition of all sanctions by November 2018. Trump has designed the “maximum
pressure” policy on Iran, which was aimed to promote the US interests beyond
nuclear programs within the “redesigned” JCPOA. The maximum pressure policy
undermined the reimposition of previous sanctions and the addition of new ones
in order to maximize the pressure on Iran. The imposition of all the US sanctions

affected Iran’s economy negatively and pushed it into recession.
Trump’s administration sanctioned various Iranian officials as well as some other

pro-Iranian fractions and militias in the region. Despite this maximized pressure,

the Iranian government proceeded with the development of its missile capabilities
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and arms. Moreover, Iran continued its support of the armed groups in the Middle
East, rejecting the possibility of the negotiations on the expanded JCPOA (Katz-
man, 2021). While the US was acting this way, the EU members were hoping to
keep Iran within the agreement through the economic benefits and trade in return
for the slowing down of the nuclear program. Despite these actions from both the
EU and the US, Iran did not change its course and continued to support provoca-
tive actions in the Persian Gulf and Iraq as outlined above, while diminishing the
amenability of the nuclear agreement directives. They were followed by some rad-

ical actions by the Trump administration prior to the US presidential elections.

4.2 The Sanctions Imposed on Iran

The following part is designed to shed light on the sanctions imposed on Iran over
time by the US, unilaterally and/or as a party to multilateral sanctions, in chrono-
logical order, elaborating on the causes and the type of the sanctions and general

development.
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Table 2. Sanctions imposed on Iran

1979 » Hostage crisis * banned the imports of
Trade Expan- Iranian oil and exports
sion Act of various goods to Iran

* Ban on military as-
International sistance or aids to [ran.
Emergency * $12 billion worth of
Economics Iranian assets (properties
Power Act and accounts in the US-
based banks) were
blocked by the adminis-
tration.
* Bans excluded food and
medicine-related goods.

1981-1982  Algiers Ac- * After the negotia- * Lifting of the sanctions
cords of 1981 tions, Iran and the US in 1982

made an agreement in
Algeria, which led to
the lifting of the sanc-
tions in 1982.

1983-1984 Export Ad- * The bombing of the  « foreign aid, credits/
ministration US barracks in Beirut loans, grants, aircraft
Act. by Islamic radical equipment/ammunition;

groups based in the aid on the arms sale
Lebanese Hezbollah to Iran.

* The declaration of
Iran as a “state spon-
sor of terrorism’ in
1984

39

Restrictions on the US-
based companies' sales
of dual-use items.

The US required its rep-
resentatives to vote to
oppose any multilateral
lending to any country
identified as a terrorism
supporter.

US declared it would
stop any foreign assis-
tants/fundings to the
countries/organizations
that continue to provide
financial assistance to
Iran.



Table 2 (continued)

1987 Foreign As- + control over various ¢ banned from any finan-
sistance Act drugs, illegal money cial aid by Ex- Im Banks
of 1961 transfers, and money and Overseas Private

laundering. Investment corporations.
International < Iran’s support of the The US representatives
Security and terrorist groups and in the international
Development their activities, also banks voted against Iran
Cooperation taking down US flag while making decisions
Act of 1985 vessels. on giving credits, loans,
* Iran’s adverse and and financial assistance.
negative position The ban of Iranian
throughout the Iran- goods and services im-
Iraq peace process. port, including crude oil,
excluding petroleum
products.
Strict restrictions on the
export of various goods
to Iran due to

1989-1991 * The US intelligence ban to export any crucial

found evidence on chemical elements in-
Iranian capabilities to volved in creating bio-
produce weapons of logical and chemical
mass destruction weapons to Iran.

1990 Iraq Sanc- * non-proliferation The act undermines the
tions Act ban of any dual-use item

exports to Iran.

1992 Iran-Iraq * non-proliferation Restriction on foreign
Arms Non- entities from selling
proliferation e Iran increased the weapons of mass de-
Act amount of its high- struction other weapons

tech military equip- that can potentially
National De- ment which triggered destabilize the numbers
fense Autho- a response from the and other advanced con-
rization Act US ventional types of
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weapons.

strengthened the ban on
the export of dual-use
items to Iran.



Table 2 (continued)

1995 International e« Iranian actions
Emergency against the Middle
Economic East peace process as
Power Act well as the support of
terrorism and military
Executive proliferation of
Order 12959, weapons of mass de-
12957 struction.
1996 Iran Sanc- * Iran’s support of ter-
tions Act L
(ISA)
1997 Executive * The US consolidated
Order 13059 and clarified previous
sanction orders im-
posed.
2000 Iran Nonpro- * Nonproliferation
liferation Act
38
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* Trade and Investment
sanctions

* The act was done to
prevent investments in
the energy sector of
Iran.

**This act is significant
due to the fact that it in-
cluded the feature of ex-
tra-territorial sanctions. In
other words, these sanc-
tions outlined the punish-
ment of the third countries

too. “Ancestor” of sec-
ondary sanctions.

» Under these clarifica-
tions, the US administra-
tion banned US-based

companies’ export to
any third party state,
which later incorporates
those products for the
goods sold to Iran.

* sanctions targeted for-
eign individuals and
other entities/corpora-
tions (not other states or
governments) that aided/
sold/traded/helped Iran
obtain weapons of mass
destruction.



Table 2 (continued)

2001 Executive » War on terror, e The 9/11 attack caused
Order 13324  » Harshened all the ex- the US administration’s
1sting sanctions on designation of sanctions
entities and states that aim to freeze all the
linked to terrorism, US-based assets of enti-
Iran included. ties that are by any
* Most of the restric- means connected to ter-
tions were aimed at rorism
targeting Al Qaeda

entities, but some
Iranian entities were
included in the list of
designated terrorist
entities.

George W. Bush ad-
ministration contin-
ued war on terror and
labeled Iran as an “an
axis of evil” in 2002.

2005 Executive * Nonproliferation * to freeze all the assets
Order (bank accounts, proper-
13382 :Block ties, etc., based in the
ing Property US) owned by the sup-
of Weapons ported and suppliers of
of Mass De- the mass destruction
struction Pro- weapons.
liferators and * Any transactions within
Their Sup- the US by any US-based
porters person/entity with those

suppliers identified on
the list are prohibited
and subjected to sanc-
tions.
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Table 2 (continued)

2006 UN Security ¢ The resolution was * impede the ongoing

2006

Council Res-
olution 1737

Iran Freedom
Support Act
(US)

made due to Iran’s
confirmed uranium
enrichment program
after the 2002-2003
IAEA warning about
unauthorized nuclear
developments in Iran.

» promotion of Democ-
racy in Iran.

* This act of congress
enabled the use of

construction of a heavy
water reactor in Arak,
Iran;

ratify the IAEA Safe-

guards Agreement “addi-
tional protocol”;

freeze all the assets of
the specially designated
entities in the resolution,
this also includes travel
ban;

prohibit the sell of any
types of equipment re-
lated to the production
of nuclear/missile pro-
grams.

Amendments were made
in the sanctions about
Iran’s nuclear program:
the US eliminated the

$10 million dollars by ¢ ondition of having an
the President of the “actual knowledee”
US to fund the initia- 2o ud kKhowledge re-
tives of the pro- la‘Feﬁi Ito entities relations
th Iran.

democracy groups with . .

g : Additional sanctions if

he I S

opposing the franian person/entity aids/funds

government.

* act declared that the
US would pursue its
policies based on the
promotion of democ-
racy and human
rights in Iran.
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Iran’s development of
weapons of mass de-
struction/conventional
weapons.

broadening the scope of
the entities listed in the
sanctions included. US
investments (govern-
ment or private) in Iran
were banned.



Table 2 (continued)

2007 UN Security ¢ Iranian nuclear pro- * the freezing of assets of
Council Res- gram and prolifera- listed entities;
olution 1747 tion of weapons of * travel ban;

mass destruction. * amultilateral ban on
exports of arms and
mass destruction
weapons to Iran by any
entities/states;

* restrictions on the sale
of pieces of equipment
for the nuclear and mis-
sile program;

2007 Executive e related to Iran’s links * The order aimed to en-
Order 13438 to the International force sanctions on Iran
the US terrorism and regional that was allegedly sup-

activities. porting terrorist Shiite
groups with military
arms in Iraq and some
Qods Force Officers.
2008 UN Security ¢ Iranian nuclear pro- » UN security council res-

Council Res-
olution 1803

gram and prolifera-
tion of weapons of
mass destruction.

44

olution was designed to
limit/stop the Iranian
R&D uranium enrich-
ment program in regards
to centrifuges and urani-
um enrichment.

the US froze the assets

of Iran’s Central Bank in
Citigroup account.



Table 2 (continued)

2010 UN Security « [ran’s uranium en- * The assets freeze
Council Res- richment program. * travel ban;
olution 1929 * Restrictions to stop de-

velopments of Iran’s
nuclear program as well
as ballistic missiles pro-
gram;

Withhold any Iran’s in-
vestments in foreign
programs/projects min-
ing uranium; imposing
restrictions for any
transactions with [ranian
banks;

* Ban of any financial aids
to Iran by states or other
entities as a form of
loans/credits/invest-
ments/aids etc.;
restrictions on trade with
Iran (or any other ship-
ping and cargo activi-

ties)

2010 Comprehen-  + nonproliferation, + full import ban on any
sive Iran * human rights, Iranian goods
Sanctions, * terrorism, * Export ban to Iran
Accountabili- * money laundering ** except the goods relat-
ty, and Di- ed to the export of food,
vestment Act medicine/medical pieces
(CISADA) of equipment, information
The US. technology, civilian air-

craft, and other goods re-
lated to promoting democ-
racy in the region and Iran
in particular.

2011 Executive * [ranian government's ¢ sanctioned Iranian Qods
Order 13572 human rights abuses Force Officers
* the repression of the ¢ and Qods Forces in
Syrian people. general.

45



Table 2 (continued)

2012 Executive * Anti-laundering act ¢ Iran’s Central Bank and
Order 13599 ¢ Iran’s illegal money other parties/entities
Implemented laundering actions involved in the “illegal”
1245 section impose substantial actions and the Iranian
of the risks to the In- government were sanc-
FY2012 Na- ternational financial tioned.
tional De- system  US financial institutions
fense Autho- seized Iran Central Bank
rization Act and some other related
(P.L. 112-81). entities’ assets based in

the US.

* US citizens prohibited
from making any deals
with Iran and related
entities;

* Financial institutions
banned/rejected any type
of transactions with the
Iranian government and
related entities.

* FY2012 National De-
fense Authorization Act
authorizes the use of
secondary sanctions by
the US

* 38 entities and listed
them under Iranian enti-
ty titled “Execution of
Imam Khomeini’s Or-
der”.

» EIKO was characterized
as a massive tool to con-
trol the extensive “off-
the-books investments”

by The Department of
the Treasury
2012 Executive » mainly persons linked < The act blocked multiple
Order 13606 to human rights abuse  Iranian properties and
through the various suspended the entry of
information tech- certain listed individuals
nologies two the United States.
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Table 2 (continued)

2012

2012

2012

* This order granted the
US Treasury Depart-
ment the power to
sanction and desig-
nate any foreign enti-
ties linked to the Iran-
ian government and
other entities that aid/
help Syria or Iran to
evade overcome in-
ternational sanctions.

Executive
Order 13608

Executive * Human rights viola-
Order 13622 tions,
e terrorism,
Iran Threat * UN compliance, and
Reduction or nuclear program.
Syria Human
Rights act.
an addition to
the National
Defense Au-
thorization
Act for the
2012 fiscal
year.

 Sanctions Account-
ability
* Human Rights

The Iran
Sanctions,
Accountabili-
ty, and Hu-
man Rights
Act 0f 2012
(H.R. 1905)

47

sanctioned various pri-
vate and public entities
that made transactions
with Iran despite having
the information about
the existing ban on the
purchase of Iranian
crude oil.

[ran was unable to attain
any hard currency
earned by transactions
that were exempted.

targeted the companies/
entities that conducted

business with Iran’s
prominent national oil
companies and tanker
fleets, predominantly
entities related to the
insurance and the com-
panies that act as ship-
pers.



Table 2 (continued)

2012 Executive * Additional sanctions ¢ implemented some sanc-
Order 13628 under the Executive tions set onward the

Order 13622 sanctions imposed under
the Executive Order

13622 and imposed var-

1ous additional sanctions
on Iran on top of the
existing ones.

2012 The EU sanc- < EU imposed unilater- ¢ Banned exports of gas
tions al sanctions on Iran and oil from Iran instead
due to its unautho- of other multilateral
rized nuclear pro- sanctions already im-
gram. posed on Iran.
* Denied access to
SWIFT.
2013 Executive * 38 Iranian entities/com-
Order 13645 panies added to the SDN

list (companies dealing
with oil, petrochemicals,
and investments)

* Prohibited specific

transactions with Iran’s
entities/companies in the
automotive sector as
well as with private enti-
ties/persons that were
listed on the Specially
Designated Nationals
and Blocked Persons list
by the US Treasury De-
partment, as well as the
entities/persons that got
their properties blocked/
frozen under the order
and the Executive Order
13599.
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Table 2 (continued)

2014

2014

2014

Sanctions
related to the
anti-Weapons
of Mass De-
struction ac-
tions under
Executive
Order 13382
(2005).

* Weapons of Mass
Destruction

Additional
sanctions
within the
scope of the
energy-relat-
ed designa-
tions (Execu-
tive Order
13645)

* energy-related desig-
nations Executive
Order 13645

Related to
Executive
Order 13622

» for Material Support
to the Central Bank of
Iran or the Purchase
or Acquisition of the
US Dollar Bank
Notes by the Gov-
ernment of Iran
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Various entities/individ-
uals were sanctioned,
including:

Organization of Defen-
sive Innovation and Re-
search; Nuclear Science
and Technology Re-
search Institute; Jahan
Tech Rooyan Pars;
Mandegar Baspar
Kimiya Company.
Muhammad Javad
Imanirad, Arman Imani-
rad, Sazeh Morakab, Ali
Gholami, and Marzieh
Bozorg etc.

Abdelhak Kaddouri
(NICO and Swiss Man-
agement Services Sarl);
Muzzafer Polat (Petro
Royal FZE); Seyedeh
Hanieh Seyed Nasser
Mohammad Seyyedi
(daughter of sanctioned
Seyed Seyyedi, Faylaca

Petroleum’s Managing
Director).

Entities listed: Faylaca
Petroleum, Lissome Ma-
rine Services LLC.

Asia Bank, Khavarmi-
aneh Bank, Ghavamin
Bank, Gharzolhasaneh
Resalat Bank, Kish In-
ternational Bank, Kafo-
latbank. Meraj Air,
Caspian Air, and Yas Air
Alias: Pouya Air airlines
were also subjected to
those sanctions for non-
compliance.



Table 2 (continued)

2014 Executive * listing of new entities e listing of new entities
Order 13608, related to these EOs related to these EOs
Executive
Order 13382,

Executive
Order 13224;
Executive
Order 13382,
Executive
Order 13645.

2015-2016 Joint Com-

Adopted prehensive

on 18 Oc-  Plan of Ac-

tober 2015  tion;

and im-

plemented

on January

16, 2016.

2016 US president ¢ The order about the  The certificate given
Obama lifted lifting of the sanc- allowed Iran to benefit
nuclear-relat- tions by the US was from the easing of the
ed sanctions implemented after the nuclear-related sanctions
on Iran UN “watchdog” con- imposed on Iran by the
through an firmed and certificat- USand UN;
executive ed the accomplish- However, sanctions im-
order. ment of the require- posed for other issues

e Tl the T such as terrorism, hu-

clear agreement by man rights abuse, and

T missile activities re-
mained active since the
JCPA agreement was
related to the nuclear
program of Iran only.

2016 Iran Sanc- » The extension allows
tions Exten- the US to reinstate the
sion Act sanctions (initially
passed by the passed in 1996) in
Senate and case Iran breaks the
President nuclear deal and con-

Obama. tinues its undesired

nuclear program.
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Table 2 (continued)

2017 * Despite the lifting of ¢ Thirteen individuals and
the nuclear-related twelve entities were
sanctions, the rest of added to the sanctions
the sanction programs  list due to the connec-
remained in place. tions to Iran’s ballistic

* OFAC commented missile program and its
that Iran continues to Islamic Revolutionary

support terrorism and Guard Corps (IRGC).
keeps developing its

Ballistic missile pro-
gram, which poses a
massive threat
worldwide, be it on
the regional scale or
more.

* Sanctions were im-
posed right after the
news that Tehran
started testing the
medium-range ballis-
tic missiles.

2017 * terrorism » The US sanctioned two
Bahrainis due to their
affiliation with Iran for
the support of terrorism.
One of the sanctioned
individuals was linked
to the al Ashtar
Brigades, which re-
ceived various support
(funds etc.) from the
Iranian government and
later made terrorist at-
tacks on Bahrain.
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Table 2 (continued)

2017 North Korea, ¢ Washington declared < Eleven additional enti-
Syria, and the Iranian Ballistic ties and individuals were
Iran Nonpro- program as a primary added to the sanctions
liferation Act.  regional threat along list for the export of
with terrorism. items/goods that were
* Since the trial tests, sensate and could possi-
the US imposed se- bly be used for the bal-
vere additional sanc- listic program by Iran.

tions on the entities/
individuals that are
somehow linked to
Iran and its ballistic
missile program.

» These measures were

a part of broader
moves by the US un-
der the North Korea,
Syria, and Iran Non-
proliferation Act.

2017 » Together with the * Three individuals and
Treasury Department,  four entities got sanc-
State Department re- tioned by the Treasury
leased a report on Department (including
human rights by the some networks based in
Iranian government to ~ China) as a punishment
inform Congress. for the support of Iran’s

* At the same time, ballistic missile pro-
President Trump gram.

made a statement that
the US is not plan-
ning on reducing

Iran’s sale of oil,
committing to the
previous decision and
commitments under
the nuclear deal.
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Table 2 (continued)

2017 * Iran’s ballistic pro- * Additional 18 entities/
gram as well as due individuals were sub-
to the support of jected.
Iran’s military pro- * Moreover, the Treasury
¢ P Department designated
cure,rnen ) five personas and seven
* I.ran s Islamic Revolu-  companies/entities for
tll(l){lgrg Guard Corps the engagement in Iran’s
. '('an Irazl based military procurement
. .. d Islamic Revolution-
transnational criminal :?y Gsuzfél(é ore[:]so alrll (110n
orggrilzgtlon and f S criminal organizations
sociated persons. e oned.
2017 Trump signed < this act enables and * This bill imposed sanc-

a bipartisan
bill.

directs the US presi-
dent to impose sanc-
tions against Iranian
missile and weapons
of mass destruction
programs.
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tions on Iran and Russia.
The bill also increased
the power of the US
president (Trump at the
time) to sanction indi-
viduals that had a link to
North Korea—counter-

ing America’s Adver-
saries Through Sanc-
tions Act that includes
the provisions to counter
Iran too. The act is also
known as Countering

Iran’s Destabilizing Ac-
tivities Act of 2017.
Limitations were re-
stricted on the trade/
transfer of any military
types of equipment or
other related technical/
financial aids to Iran the
Islamic Revolutionary
Guard Corps (IRGC) by
any parties/entities



Table 2 (continued)

2017 * Iran’s Revolutionary ~ * Treasury Department of
Guard Corps or any the US sanctioned
e e e e around eleven individu-
responsible for cyber- als and entities that sup-
attacks against the US ~ port Iran’s Revolution-
financial institutions. ary Guard Corps or any

networks that were re-
sponsible for cyber-at-
tacks against the US
financial institutions.

* The sanctioning of the
entities happened the
same day when the US
administration extended
sanction waivers on Iran
under the agreements of
the Nuclear Deal.

2017 * Iran’s Islamic Revolu- * The U.S. Treasury De-

tionary Guards Corps ~ Partment sanctioned

Qods Force (financial ~ humerous individuals

aids and etc.) and entities for the links
and support of Iran’s
Islamic Revolutionary
Guards Corps Qods
Force (financial aids and
etc.)

* Qods Force was labeled
as a destabilizing entity
engaging in various
states' affairs while sup-
porting terrorism in
them.
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Table 2 (continued)

2018 Executive

* this order was a fol- » This order reinstated all

2019

2019

2020

Order 13846

Executive
Order 13871

Executive
Order 13876

Executive
Order 13902

low-up after Trump

the sanctions on Iran

decided to withdraw that were lifted by the
from the Joint Com- US previously within
prehensive Plan of the scope of the 2015

Action, stating that
Iran broke the agree-
ments.

* Trump decided to re-
impose all the sanc-
tions previously lifted
and encouraged the
same from an in-
ternational communi-

ty.

* Non-proliferation

* Promotion of Democ-
racy

* Non-proliferation
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nuclear deal or Joint
Comprehensive Plan of
Action (JCPOA).

bans on any transactions
with Iran’s metals sec-
tors (iron, steel, alu-
minum, and copper).

sanctions designed to

restrict and “attack” the
supreme leader of Iran,
Ayatollah Ali Khamenei.
Moreover, this order
enabled the US Treasury
Department to sanction
any officials/individuals
appointed by the
supreme leader, includ-
ing individuals and enti-
ties that by any means
support his office.

blocked any transactions
with and entry to the US
financial system for any
entity/individual with a
link and operated in the
manufacturing, mining,
construction, and tex-
tiles sectors of Iran.



Table 2 (continued)

2020 Executive  Authorized the impo- < Third-party entities
Order 13949 sition of secondary

sanctions on individ-
uals/entities that sup-
port Iranian nuclear
program or/and sup-
ports Iran’s missile
and conventional
arms-related activi-
ties/programs.

3 Data compiled from the following resources: Ale-Rassol (1993), Alikhani (2000), Torbat
(2005), Kerr (2014), Rennack (2014), Kaya (2017), Katzman (2018), Katzman (2021),
US Department of the Treasury (2021), US State Department-Executive Orders
(1989-2021), UN Security Council Resolution 1929, UN Security Council Resolution
1803 (2021)
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CHAPTER 5

DATA ON EU ENTITIES AND ANALYSIS

5.1 Secondary Sanctions on the EU entities/companies

Most of the existing literature mainly covers the effects of economic sanctions on
the target states while either completely ignoring third-party states/entities or
slightly touching upon them. In the era of globalization, nothing can be isolated,
especially if sanctions are extraterritorial. In fact, the more the target state is inte-
grated into the global economy, the more is the impact on third-party states/enti-
ties. Based on the Directorate-General for External Policies of the Union (2020),
sanctions imposed on states that have been well integrated into the global econo-
my chains would inevitably result in the spillover effects onto third party states
while leading to some knock-off regionally and internationally. This means that
the impact on third parties is directly dependent on the integration level of the tar-
get state before the sanctions. Basically, the impact on the third-party state can be
estimated by the economic/trade relations that the target state has with the third-

party state and its status.

The case of European Union in this sanctions programs is more than just a matter
of political economy. In fact, this situations goes to the very core of the In-
ternational Relations and shows how multipolar system works. The decreasing
political capacity of the US pushes it to resort to economic capacity it still holds
due to the nature of global financial system. It has been using the sanctions as an

effective economic tool to achieve political goals. This can also explain the stance
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of the EU which is trying to divide its economic and political relations with the

US in the face of this developments.

This study aims to fill in the gap in the existing academic literature through the

investigation of the EU’s case as a third party within the Iranian sanctions.

European Union has been an unwilling party to the US sanctions as a subject to
secondary sanctions. Before, when the US imposed extraterritorial sanctions, the
EU could complain and call those illegal since EU-based companies are outside
US jurisdiction. However, secondary sanctions overcame these issues. As outlined
in chapter two, secondary sanctions are not imposed directly on the third-party
state and its entities. Rather, the US prohibits and sanctions its own entities from
doing any business with the secondary sanctioned entities. Thus, since the US re-
stricts its entities, secondary sanctions are completely within the state's rights. In
the face of such sanctions, the EU-based companies and entities had to choose
whether to keep their economic ties with the US and its entities or continue trade
with sanctioned states and, as a result, be cut off from the US market lose access
to the financial market. (Forrer, 2018, Geranmayeh&Rapnouil, 2019). Secondary
sanctions became a severe problem for the European Union generally since the
EU is not necessarily supporting the US sanctions and is willing to keep economic
ties with some of the sanctioned states. Numerous European Union-based compa-
nies and entities were subjected to multiple secondary sanctions, whereas some

EU-based companies preferred self-sanction and kept good relations with the US.

5.1.1 Current Data on Sanctions

Based on the data published by the US treasury department (Civil Penalties and
Enforcement Information, 2021), there were 201 cases of sanctions violations by

the companies and individuals in the period between 2009-2019. One hundred
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ninety-one entities that made violations were the companies, while the other 10
were individuals. These 201 cases were sanctioned in the form of fines. The US
department of treasury received a total of $5.6 billion, necessary to mention that
this is the amount paid to the treasury department only; the total amount is much
higher since, in some cases, the companies were fined by the Department of Jus-
tice or the Department of Commerce (Timofeev, 2019, para. 16). Based on the
data provided by the Department of Treasury 133 cases (out of 201) were imposed
on US-owned companies or US individuals (Timofeev, 2019, para. 16). Thus,
secondary sanctions for the violations of the sanctions were mainly imposed on
the US entities, Americans themselves. 68 cases out of those 201 were started due
to the sanction violations by all the foreign individuals and entities, and the major-
ity of those are EU based. 40 cases out of 68 accounts the fines imposed on the
EU entities. Those 40 consists of 15 British entities, five German firms, five
French companies, and five Netherland-based companies (Timofeev, 2019, para.
17). Sweden has paid fines three times previously; Italians paid two, while Bel-
gium, Austria, and Danes-based firms paid the fines once. A Luxembourg-based
firm was fined once as well (Timofeev, 2019, para. 18). Timofeev (2019, para.19)
reports that the European companies paid 83% of $5.6 billion worth of fines. In
other words, EU firms have paid $4.6 billion worth of fines out of $5.6 billion.
Based on the data provided by the Department of the Treasury, US companies
(that account for 133 cases out of 201) paid 3% of the total fine amount only,
which is $177.2 million Timofeev (2019, para.19). So the most significant share
of payments was completed by the smallest group, while the biggest group report-
edly paid the least fine. The speculation whether it was done deliberately or a co-
incidence is ongoing, and I do not have enough expertise to make any statements

on how the US administration has made such a decision.
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5.1.2 Financial Sector: Banks

If we delve more into this case, we can see that 22 cases out of 40 reported about
the EU-based firms are actually banks (Department of Treasury, Civil Penalties
and Enforcement Information, 2021). European Banks paid more than $4.5 billion
between 2009 and 2019. BNP Paribas has paid the biggest bulk, the settlement
amount with the Department of Treasury was $963 million (Department of Trea-
sury, Civil Penalties and Enforcement Information, 2021); BNP Paribas was sub-
ject to probation for five years after the court in the US ruled its action unlawful
and ordered it to forfeit $8,9 billion and $140 million fine, $963 millions out of
these were transferred to the Department of the Treasury as mentioned above (De-
partment of Treasury, Civil Penalties and Enforcement Information, 2021). British
Standard Chartered Bank was fined for over $650 million, UniCredit Bank was
also found to be guilty of unlawful transactions, specifically its German, Italian
and Austrian Branches (Department of Treasury, Civil Penalties and Enforcement
Information, 2021). ING Bank of Dutch origin was pledged guilty and had to pay
$619 million in 2012 (Department of Treasury, Civil Penalties and Enforcement
Information, 2021). HSBS British bank was also fined $375 million in 2012.
Based on most of the fines, the average amount paid by banks in Europe to the US
is above $200 million (Timofeev, 2019). This is due to the fact that some of the
fines were not as massive as the ones listed above. For example, Royal Bank of

Scotland was fined for $33 million in 2013.

The most recent case of the fines imposed on the European banks is the sanction-
ing of Union de Banques Arabes et Francaises (“UBAF”). The French bank en-
tered into a settlement with OFAC and agreed to pay $8 million for illegal transac-
tions that violated the US sanctions restrictions (Department of Treasury, Civil
Penalties and Enforcement Information, 2021). As it is evident, banks are the pri-

mary targets sanctioned and fined for transactions; Timofeev (2019, para.23) ar-
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gues that there are subjective and objective reasons behind the targeting of the

banks.

Sometimes banks deliberately and knowingly chose not to abide the US restric-
tions. Moreover, many banks try to hide/not include/lie in their reports about the
transactions to escape punishment (Timofeev, 2019, para.24). The cases when
banks that deliberately tried to hide/correct information about various transactions
and preferred to break the restrictions for massive profits are labeled as “egre-
gious”. If bank management does not report the illegal resections and deals, the
banks are considered “caught.” Being “caught” worsens the cases since the size of
the fines is proportional to the intent of the violator. If the act was done on pur-
pose, with willful intent, and the entity was caught (did not report themselves),
then those violators would get the biggest fines possible since all those factors are

considered to be aggravating circumstances (Timofeev, 2019, para.24).

Objective reasons stem from the way banks operate. Banks generally do a vast
number of transactions every day and almost every minute; this makes it quite
complicated to control who is doing what (Timofeev, 2019). In other words, it is
challenging to monitor every transaction due to the fact that a bank may have bil-
lions of transactions/deals around the same period, which makes it almost impos-
sible to check every transaction in different branches. There are various monitor-
ing systems made and being constantly improved, yet those can also commit er-
rors (Timofeev, 2019, para.25). Moreover, banks usually violate multiple sanction
programs (around four-five) while other companies violate one-two (Department
of Treasury, Civil Penalties and Enforcement Information, 2021). This explains

the massive difference in the settlement amounts that must be paid to the US trea-

sury.
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As mentioned above, fines are generally calculated based on the number of un-
lawful transactions completed, but it is not the only indicator (Timofeev, 2019).
The amount/volume of the transaction also determines the amount that must be
paid (Department of Treasury, Civil Penalties and Enforcement Information,
2021). These two factors play a vital role in the determination of the settlement
amount and explain why firms pay significantly less than banks. Nevertheless,
they may also get fine reductions due to the fact that it is impossible to track every
transaction that a bank and its subsidiaries make. Human error should also be tak-
en into account. Bank managers are not computers and may let the transaction
happen without knowing that it is unlawful, or bank subsidiaries may complete
transaction without a report to the main branch; in these cases, the banks self-re-
port that illegal transaction took a place which helps to reduce the amount of the
fines that must be paid. Based on the data provided by the treasury department,
European banks paid on average around $3,4 million for the “non-egregious” vio-
lations (the ones done unknowingly and reported by the bank itself) while fines
for the transaction made on purpose/not reported averaged to $303 million, 100
times more for an “egregious” act that violated the sanctions (Department of Trea-

sury, Civil Penalties and Enforcement Information, 2021).

Noteworthy, most banks that made an unlawful transaction are often willing to
cooperate with the US throughout the investigations (Timofeev, 2019). Along
with doing so, the banks also try to convince the authorities that nothing like this
would happen in the future. Banks also hire some staff, fund various auditing ac-
tivities and help as much as possible to the US investigators Timofeev (2019,
para.25). Generally, European banks understand the severity of the issue and pre-
fer to work with the authorities to reduce the costs of the fine and avoid any pos-
sibility of further investigations at any time. It is difficult to find repeat offenders

among the European banks since they prefer to stay away from everything after
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the first time. Timofeev (2019, para.26) has stated that usually, there are almost no

cases of the banks/companies being fined twice in a row within five years.

5.1.3 Other Sectors: Companies

Despite the fact that most entities sanctioned are from the financial sector (banks),
firms from other industries/sectors are also being affected. Indeed, the financial
sector seems to be the primary target of the US sanction in Europe; other sectors
do not stand out as much. There are cases of sanctions, but not as widespread. The
US sanctioned 31 EU-based entities/companies from 2009 to 2021 (Department
of Treasury, Civil Penalties and Enforcement Information, 2021). Those 31 firms
were operating in logistics, telecommunications, engineering, construction, chem-
ical, oilfield servicing, aerospace, and financial sector (Timofeev, 2019, para.27).
The amount of money paid by these firms is substantially less than the general
amounts paid by the European banks (Timofeev, 2019, para.27). A total of $90
million was paid to the US Treasury by 18 European companies (Timofeev, 2019,
para.27). Twelve companies paid the settlements under $1 million; the other four
of them were charged under $100,000 (Timofeev, 2019, para.27). Five remaining
companies were not as lucky due to being labeled as “egregious,” the amount
charged was maximized. The largest amount was paid by a Dutch company
named Fokker Services. Fokker Services had to pay $50.9 million to the US Trea-
sury in 2014 for willingly breaking the US sanctions and selling aircraft parts to
the sanctioned state through the mediator (Department of Treasury, Civil Penalties
and Enforcement Information, 2021). The act was found “egregious,” the US offi-
cials stated that the company was fully aware of the unlawful actions and know-
ingly violated sanctions which led to the fine significantly bigger than the ones
received by other European companies (Department of Treasury, Civil Penalties

and Enforcement Information, 2021).
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Interestingly ten violator companies were American companies’ subsidiaries (De-
partment of Treasury, Civil Penalties and Enforcement Information, 2021). In
such cases, the US-based “parent” company is usually the one reporting the viola-
tions made by the “daughter” company. A vivid example is a case of the German
AplliChem GmbH company being reported by the American parent company Illi-
nois Tool Works (Timofeev, 2019, para.27). The German subsidiary was fined
$5.5 million for violating the US sanctions (Department of Treasury, Civil Penal-
ties and Enforcement Information, 2021). Even though the violation was deliber-
ate and classified as “egregious,” the voluntary reporting by the parent company
reduced the fine amount; if that did not take place, the company would have end-
ed paying around $20 million (Timofeev, 2019, para.27). Touching upon sub-
sidiaries, it is essential to note that a foreign subsidiary is considered independent
from its parent company and operates by itself (Chen, 2020, para.3). The sub-
sidiary is responsible for its assets and liabilities and is, in fact, a separate legal
entity that is subject to the taxation and regulation laws of the country where it is

located (Chen, 2020, para.3).

As in the case with banks, the companies from other sectors become accommodat-
ing to the US’s requests during the investigation to decrease the amount of the
fine. Important to note that the most common sanction violation by the companies
is Iran-related. Then come Cuba, Sudan, and other sanction programs. Among the
very unusual cases, back in 2018, the US sanctioned Zoltek (pharmaceutical com-
pany) for $7.7 million for violations of Belarus because the subsidiary of Zoltek
bought raw materials from Naftan, which is a Belarusian company (Timofeev,

2019, para.28).
European companies did not pay any fines when it comes to the sanction viola-

tions related to Russia (Department of Treasury, Civil Penalties and Enforcement

Information, 2021). This situation occurred mainly because investigations gener-
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ally happen for many years, sometimes even ten years (Timofeev, 2019, para.28).
To be clear, the decisions on the fines then came around 2020 might be dating
back to 209-2008 year violations, which means that fines related to Russia might

take place later (Timofeev, 2019, para.28).

Up till now, there are few cases of US companies being fined for sanction viola-
tions related to Russia (Timofeev, 2019, para.29). Haverly Systems was fined
$590,200 in 2019 (related to Rosneft); Cobham firm was fined $87,500 for sup-
plying Almaz-Antey (a Russian company), and the most considerable fine related
to the Russian sanctions is $2 million, ExxonMobil was charged this amount in
2017 for the connections and work with Rosneft’s management (Department of
Treasury, Civil Penalties and Enforcement Information, 2021). ExxonMobil ob-
jected to the accusations since Rosneft is subject to sector-specific sanctions only
and is not included in the Specially Designated List; Thus, the fine is unreason-
able (Timofeev, 2019, para.29). A $2 million fine is not much for all the violations
that were charged on ExxonMobil, yet it is the biggest fine imposed by the US
authorities since they charged the maximum possible fine on the company, despite
the fact that other companies paid way less for the same violations committed
(Timofeev, 2019, para.29). The act can be mainly seen as a showcase by the US
authorities that the restrictions imposed on Russia are serious, and they will not let
any other entities violate it. The US treasury is uncompromising and will, in fact,

investigate any minor violations if any occur.

5.1.4 Under the Islamic Republic of Iran Sanction Policies

European Union and its entities have faced various problems after the US decision
led by Trump to reimpose all the nuclear-related sanctions on Iran. Moreover, this

time the sanctions became more restrictive, and the US was going hardline order
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to pressure Tehran onto giving up its nuclear and missile programs. The with-
drawal of the US from the deal and the reimposition of sanctions have sparked
concerns within the EU-based companies that were having trade relations with
Iran. European companies had to weigh their decision to continue trade with Iran
while being fined by the US and be cut off from its economy or stop trade with
Iran despite the financial losses to preserve good relations with the US (Modrall,
2016, pp.38-42). European companies and banks, in particular, were more cau-
tious this time due to the fines they have faced pre-deal sanctions period. In the
pre-nuclear deal, the US administration imposed severe penalties on the European
Banks to preserve transactions with Iran. One of the vivid samples, BNP Paribas
bank, was fined 9 billion US dollars in 2014 for violating the US sanctions on
Iran. The banks cannot ignore these fines and continue the business as usual be-
cause of the way they are integrated to the international financial system. Banks
need to acquire US dollars for various transactions, which is not possible if the US
puts you on the specially designated list for the secondary sanctions. Moreover,
banks and other entities would have different bonds/investments abroad for vari-
ous reasons; some would keep big amounts of money in the US-based banks for
safety or other reasons, which means that if they get sanctioned, the US adminis-
tration would freeze all those assets within the US and deduct the certain amount
specified as a fine for the violation of its sanction policies (Modrall, 2016,
pp-38-42). In such an instance, third-party-based entities prefer to stop relations
with a target state despite financial losses due to the absence of any protection of

their investments against the US administration’s policies.

In order to punish the “violators,” the US administration lists companies/individu-
als in the SDN list, which means that these entities would be treated as if they are
subject to primary sanctions. This can be considered as one of the most destruc-
tive and severe actions for third-party based companies and individuals. They are

practically sanctioned like Iran. Another tool implemented under the secondary
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sanctions is the fines. Like in the case outlined above, BNP Paribas bank was
fined for a massive amount of money. Fines may be less destructive and threaten-
ing than being included in the list and not restraining economic activities. Howev-
er, the amount of the fine can be horrifying for both small and large-scale compa-
nies. Fines are considered to be an effective tool of secondary sanctions by OFAC
(2021). The rationale behind them is to warn the violator of the further connec-
tions and trade deals with the targeted state; in other words, fines work like a de-
terrent. Fines do work quite well and are considered to be successful secondary
sanction tools. Notably, based on various data, it seems that European companies
are the ones that suffer the most from the secondary sanctions and fines in particu-

lar.

The impact of secondary sanctions and sanctions, in general, is quite complicated
to track, and there is no vast literature attempting to calculate the impact/losses of
the European Union exclusively. In order to shed light on some aspects of the
reimpositions of the sanctions by the US, Directorate-General for External Poli-
cies (2020) attempted to examine the available amount of canceled orders and var-
ious disruptions that European companies faced after the re-activation of all the
lifted sanctions before the nuclear deal. I will try to cover the secondary sanctions
imposed on the EU companies before the nuclear deal and after the US withdraw-

al (throughout Obama and Trump’s presidency).
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Table 3. The Secondary Sanctions Imposed On The Eu Companies (Iranian Sanc-

tions) 4

2009 UK-based » multiple sanction programs, * $217 million
Lloyds TSB including the sanctions on Iran. bank agreed on the
Bank * 31 CFR Part 560 to be precise. settlement

2009 UK based * The violations of the Iranian * $176 million to
bank- Barclays Sanctions the US Treasury
Bank PLC « failed to self-report &willfully

violated the sanctions ;
» Used SWIFT to hide the in-
formation.

2010 Dutch Aviation e« Violated §§ 560.203 and * Led to the fine of
Services In- 560.204 of the Iranian Transac- $750,000
ternational, BV tions Regulations & the In-

(known as ternational Emergency Eco-

Delta Logistics, =~ nomic Powers Act

BV) » Exported aircraft parts and
other goods without any li-
cense from the US side in the
period between 2005-2007
through a third state/entity.

2010  Balli Group ¢ Iranian Transactions Regula- * the settlement of
PLC and Balli tions (§§ 560.203 and 560.204)  $15 million
Aviation, Ltd.  * The Export Administration
(collectively, Regulations
“Balli”’), Lon-  * Exported of multiple commer-
don, the UK, cial airlines to the Iranian air-

lines, Mahan from the United
States. Moreover, Balli later
tried to export additional air-
lines to Mahan Airlines

2012 HSBC Hold- * Cuban Assets Control Regula- < the settlement of
ings plc, UK tions (CACR), $375 million
based firm, * the Burmese Sanctions Regula-

tions,

the Sudanese Sanctions Regu-
lations,

the now-repealed Libyan Sanc-
tions Regulations (LSR)

the Iranian Transactions Regu-
lations (ITR), 31 CFR part 560

4 Data compiled from the following resources: US Department of the Treasury: Civil
Penalties and Enforcement Information (2009-2021), Katzman (2021).
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Table 3 (Continued)

2012 Standard Char- < violated the Burmese Sanc- * $132 million.
tered Bank tions Regulations, 31 CFR part
537,

¢ the Iranian Transactions Regu-
lations, 31 CFR part 560;

* the now-repealed Libyan Sanc-
tions Regulations, 31 CFR part
550;

* the Sudanese Sanctions Regu-
lations, 31 CFR part 538;

* the Foreign Narcotics Kingpin
Sanctions Regulations, 31 CFR
part 598

2012 ING Bank NV« Cuban Assets Control Regula-  $619 million;
of Netherlands tions, 31 CFR part 515;

* the Burmese Sanctions Regula-
tions ,31 CFR part 537;

* the Sudanese Sanctions Regu-
lations, 31 CFR part 538;

* the now-repealed Libyan Sanc-
tions Regulations, 31 CFR part
550;

* the Iranian Transactions Regu-
lations, 31 CFR part 560.

2013 Royal Bank of « Cuban Assets Control Regula- < obliged to pay
Scotland tions, 31 CFR part 515; $33,122,307
* the Burmese Sanctions Regula-
tions , 31 CFR part 537,
* Executive Order 13448 of Oc-
tober 18, 2007, and/or the Tom
Lantos Block Burmese JADE
(Junta’s Anti-Democratic Ef-
forts)
* Act 0of 2008 (Pub. L. 110-286)
(“JADE Act”);
* the Sudanese Sanctions Regu-
lations, 31 CFR part 538;
* the Iranian Transactions Regu-
lations,1 31 CFR part 560
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Table 3 (Continued)

2013  Weatherford * Cuban Assets Control Regula- ¢ $91 million set-
International tions, 31 CFR part 515; tlement
Ltd., a UK- * the Iranian Transactions and
based firm. Sanctions Regulations,1 31
subsidiaries CFR part 560;
&affiliates:Wea < the Sudanese Sanctions Regu-
therford Oil lations , 31 CFR part 538,
Tool Middle
East Ltd.,

Weatherford
Production Op-
timisation (UK)
Ltd.,
eProduction
Solutions, LLC,
Precision Ener-
gy Services
ULC,

Precision Ener-
gy Services
Colombia Ltd.

2013  Swedish com- e« The Iranian Transactions and * settled and agreed
pany, KMT Sanctions Regulations in 2013. to pay a fine of
Group AB, * the violations committed by its $125,000

subsidiaries KMT Aqua-Dyne,

Inc. (“KMT AD”’) and KMT * The fine amount

GmbH. seems significant-
ly less—KMT AD
is a U.S.-based
subsidiary of this
Swedish company
that violated the
sanctions along
with the German-

based KMT
GmbH.

2013 Intesa Sanpaolo e the Cuban Assets Control Reg- < $2,949,030 set-
S.p.A., also ulations, 31 CFR part 515; tlement due to its
referred to as * the Sudanese Sanctions Regu- apparent viola-
Intesa, Italy. lations, 31 CFR part 538; tions.

* the Iranian Transactions Regu-
lations, 31 CFR part 560.1
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Table 3 (Continued)

2014  French bank

* BNP Paribas completed around ¢ has paid the big-

BNP Paribas 3,897 illegal transactions gest bulk, the set-

SA. which violated multiple sanc- tlement amount
tions programs. with the Depart-

** The most the Sudanese Sanctions Regu- ment of Treasury

significant fine

to date

2014  Fokker Ser-
vices BV
("FSBV"),

Hoofddorp, The

lations, 31 CFR part 538;

the Iranian Transactions and
Sanctions Regulations,1 31
CFR part 560;

the Cuban Assets Control Reg-
ulations, 31 CFR part 515;

the Burmese Sanctions Regula-
tions, 31 CFR part 537.

did not self-report

1,112 violations of Iranian
sanctions

41 violations of Sudanese
sanctions, ITSR, 31 CFR part

was $963 million;
subject to proba-
tion for five years
US court ordered
it to forfeit $8,9
billion and $140
million fine.

ruled to pay a $50
million fine for the
Iranian and Su-
danese sanctions

Netherlands, 560, violations.
and SSR 31C.F.R. part 538, Fokker Services
respectively. had to pay $10.5
The case was labeled egre- million to OFAC

2015  Crédit Agricole
Corporate and

gious,

4,297 illegal transactions that
violated

and BIS, another
$10.5 million to
the USAO within
the scope of DFA,
and other related
payments.

$329,593,585 for
the violations of

Investment Sudanese,; SSR 31 CFR part multiple sanctions
Bank 538 programs.
(CA-CIB) Cuban, CACR 31 CFR part

515,

Burmese, BSR 31 CFR part
537,

and Iranian Sanctions Regula-
tions, ITSR 31 CFR part
560.1.

* The case was labeled as egre-

gious
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Table 3 (Continued)

2015 Commerzbank < 1,596 illegal operations with * has to pay

AG based in sanctioned countries/entities/ $258,660,796 to
Germany individuals. the US authorities
* violated Iranian, ITSR, 31 CFR  and various de-
part 560, partments as well
* Sudanese, SSR 31C.F.R. part as accept all the
538, conditions stated
* Burmese, BSR 31 CFR part with the verdict.
537,
e Cuban sanctions, CACR 31
CFR part 515.

» executive order 13382,

“Blocking Property of
Weapons of Mass Destruction
Proliferators and Their Sup-
porters.” EO 13382, 31 CFR
WMDPSR part 544,

» failed to self-report

2018  Société * 1,077 illegal actions * was bound to pay
Générale S.A. * Cuban, CACR 31 CFR part a $53,966,916.
French finan- 515. * $101,630,490.80
cial institution. ¢ Iranian TSR, 31 CFR part was the base
560, penalty for these
* Sudanese Sanctions SSR violations.

31C.E.R. part 538.

* Notably, the company did self-
report its violations, but the
violations were labeled egre-
gious since the firm conducted
them willfully.
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Table 3 (Continued)

2019 UniCredit Bank < 2,158 illegal transactions/oper- ¢ $553,380,759 to

AG and Uni- ations that violated settle those viola-
Credit Group WMDPSR , 31 CFR Part 544; tions
based in Ger- * Burmese Sanctions 31 CFR * The whole amount
many Part 537; paid by the Uni-

» Cuban Assets Control Regula- Credit Bank AG is

UniCredit Bank
Austria AG

UniCredit
S.p.A., based in
Italy,

tions 31 CFR Part 515;

Sudanese Sanctions 31 CFR

Part 538;

* Syrian Sanctions 31 CFR Part

542;

Iranian sanctions 31 CFR Part

560;

* Libyan Sanctions 31 CFR Part
570;

 Global Terrorism Sanctions
Regulations, 31 CFR Part 594.

for 127 violations of the sanc-
tions listed above.

due to 612 illegal transactions
linked to the same sanctions
violations.

All three cases were labeled as
egregious, and OFAC noted
that the bank failed to self-re-
port the violations

$611,023,421,

¢ including sub-
sidiaries viola-
tions.

» was fined
$20,326,340

» was fined
$37,316,322

 The fines of these
three branches
brought
$611,023,421 total
to the US authori-
ties.

2019 UK based * Burmese, BSR 31 CFR part » $657,040,033 fine
Standard Char- 537,
tered Bank e Cuban, CACR 31 CFR Part

515;

Iranian, ITSR 31 CFR Part

560;

* Sudanese,SSR 31C.F.R. part
538.

* Syrian sanctions, SySR 31
CFR Part 542 or Executive
Order 13582
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Table 3 (Continued)

2020  Whitford * kept trade relations with Iran » $824,314 for the
Worldwide US-based head
Company, in company
Italy and Whit-
ford Yuzey
Kaplamalari
Sanayi ve
Ticaret Limited
Sirketi

2021 SAP SE,Ger- * 190 violations that involved $2,132,174
man company the export/transfer of software

and other services from the US
to Iran through a third-party
**(software, firm.
cloud services, e« self-reported the violations,
and associated
maintenance)
2021 Nordgas S.r.l.,  « Exported 27 air pressure $950,000

Italy

switches shipments from the
US company to ten entities/
individuals in Iran, which
cause the indirect export of the

However, after the
various discus-
sions, various in-
dividual circum-

US product to Iran. stances, and the
* The violations were labeled as company’s finan-
cgregious, ) cial situation
* Failed to self-report the viola- OFAC agreed to
tions. reduce the settle-
ment to $650,000
thanks to the close
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These are the cases of various European entities violating the US sanctions and, as
a result, being forced to pay fines determined by the US in order to avoid being
added to the SDN list and being subject to full secondary sanctions. In these ca-
ses, the firms were being subject to secondary sanctions with the use of fines as a

primary tool.

The statutory amount for each cases are calculated based on the set of various
variables such as the number of violations, sanctioning program, whether or not
the company self-reported the case, if the violations were egregious or non-egre-
gious, the degree/severity of violations etc. The fine amount may also change

based on the level of cooperation with the US investigation etc.

For example, French bank Crédit Agricole Corporate and Investment Bank (2015
case) was outlined to pay $ 1,464,860,377 for its various violations, however the
fine amount was decreased to $329,593,585 ( $1billion difference). The fine im-
posed is four times less than the possible amount, which explains the statements
made previously that banks try their best to cooperate and spend money on exter-
nal auditing and hire staff to reduce the amount of the fees imposed. Important to
note that the bank did not self-report the cases, if it did, there is a possibility the

fine amount would be even less.

Another thing to note is that there are no cases of secondary sanctions through the
use of fines in 2016 and 2017 due to the lifting of sanctions thanks to the Joint
Comprehensive Plan of Action, a.k.a nuclear deal. After Trump decided to with-
draw from the Joint Comprehensive Plan of Action in 2018, all the sanctions lifted
previously were reimposed, which means that the secondary sanctions were back

in force too.
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In 2020 there were no many European entities that got fined, partially because the
previous cases were quite effective in showcasing the US capabilities and because
many cases take years until the investigation 1s over and the court gives some rul-
ings. The only European related case in 2020 was the violations committed by the
foreign subsidiary of Whitford Worldwide Company, Whitford S.r.l. in Italy and
Whitford Yuzey Kaplamalari Sanayi ve Ticaret Limited Sirketi kept trade relations
with the US, which resulted in a fine of $824,314 for the US-based head
company. The “less lucky” companies that either refused to settle or did not even

have such an option were added to the specially designated SDN list.

Based on this research through the OFAC’s SDN sanctions list, there are 88 “Eu-
ropean” entities listed in the SDN list due to Iranian sanctions. The search in a
database was conducted by investigating the list with the presence of entities reg-
istered in any of the European Union member states. Based on the research, Croa-
tia has one entity listed, Cyprus has 19, France four, the absolute “record” number
of entities listed in the SDN holds Germany with 38 companies; followed by two
entities of Greece, three from Italy, one from Luxembourg, 15 from Malta and one
from the Netherlands. Europeans were in quotes in the first sentence of this para-
graph because more than half of those entities are subsidiaries of Iranian banks/
companies or Iran-owned companies abroad that were banned all over the world.
The cases of European entities being fined as a secondary sanction are much more

widespread than the actual listing in the SDN.
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Table 4. EU Entities In SDN List

Croatia Cylinder System LTD

Cyprus Arash Shipping Enterprises Limited; Arta Shipping Enterprises Lim-
ited; Caspian Maritime Limited; Danesh Shipping Company Limited;
Davar Shipping Co Ltd;

Hadi Shipping Company Limited; Haraz Shipping Company Limited;
Hatef Shipping Company Limited; Hirmand Shipping Company Lim-
ited; Hoda Shipping Company Limited;

Homa Shipping Company Limited; Honar Shipping Company Limit-
ed; Mehran Shipping Company Limited; Mersad Shipping Company
Limited;

Minab Shipping Company Limited; Persian Gulf Shipping Lines Ltd;
Proton Petrochemicals Shipping Limited;

Saman Shipping Company Limited; Tc Shipping Company Limited
**All Of These Companies Are Linked To: National Iranian Tanker
Company

France Bank Melli Iran; Bank Saderat Iran; Bank Sepah;
Bank Tejarat;

Malta Asan Shipping Enterprise Limited;Biis Maritime Limited; Bushehr
Shipping Company Limited; Isi Maritime Limited;Isim Atr Limited;
Isim Atr Limited; Isim Sinin Limited; Isim Taj Mahal Limited; Ker-
man Shipping Company Limited;Maraner Holdings Limited;
Marble Shipping Ltd; Monsoon Shipping Ltd; Sarv Shipping Compa-
ny Limited; Sima Shipping Company Limited;Sepid Shipping Com-
pany Limited; Sina Shipping Company Limited

Nether- N.LT.C. Representative Office

lands
Greece Bank Saderat Iran
Impire Shipping Company
Italy Bank Sepah; Irasco S.R.L. All Offices Worldwide

Irasco Italy; Ge 348075 Subject To Secondary Sanctions
Irital Shipping Lines Company

Luxem- Metal & Mineral Trade S.A.R.L.
bourg B 59411
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Table 4 (continued)

Germany Ascotec Holding Gmbh; Ahwaz Steel Commercial & Technical Ser-
vice Gmbh Ascotec; Ahwaz Steel Commercial And Technical Service
Gmbh Ascotec; All Offices Worldwide
Id Hrb 26136
Ascotec Mineral & Machinery Gmbh Or Breyeller Kaltband Gmbh;
Ascotec Science & Technology Gmbh; Ascotec Steel Trading Gmbh
Bank Melli Iran All Offices Worldwide ; Bank Saderat Iran; Bank
Sepah;

Breyeller Stahl Technology Gmbh & Co. Kg;

Aliases: Roetzel-Stahl Gmbh & Co. Kg;

Breyeller Stahl Technology Gmbh And Co. Kg;

Roetzel-Stahl Gmbh And Co. Kg;

Darya Capital Administration Gmbh; Eighth Ocean Gmbh & Co. Kg;
Eleventh Ocean Administration Gmbh; Eleventh Ocean Gmbh & Co.
Kg; Europaisch-Iranische Handelsbank Ag; Fifteenth Ocean Gmbh &
Co. Kg; First Ocean Administration Gmbh; First Ocean Gmbh & Co
Kg; Fourteenth Ocean Gmbh & Co. Kg

Forent Technik Gmbh; Gmi Projects Hamburg Gmbh. Linked To:
Middle East Mines And Mineral Industries Development Holding
Company

Id Hrb115564 Registered In Germany ; Htts Hanseatic Trade Trust &
Shipping Gmbh; Ific Holding Ag,

Id Hrb 48032: All Offices Worldwide; Thag Trading Gmbh, Id Hrb
37918; International Trade And Industrial Technology Itritec Gmbh
Hrb 59494 Linked To: Kaveh Pars Mining Industries Development
Company; Intra Chem Trading Gmbh

Iris] Europe Gmbh, Hrb 81573, Mcs Engineering;

Mcs International Gmbh, Mines And Metals Engineering Gmbh; Nari
Shipping And Chartering Gmbh & Co. Kg; Ninth Ocean Gmbh & Co.
Kg; Ocean Capital Administration Gmbh; Reyco Gmbh.Tara Steel
Trading Gmbh

40227B33411Linked To: Esfahan's Mobarakeh Steel Company;
Triliance Petrochemical Co. Ltd.

Linked To: National Iranian Oil Company

Twelfth Ocean Administration Gmbh; Twelfth Ocean Gmbh & Co.
Kg

Data compiled from the following resources: Office of Foreign Assets Control,
Specially Designated Nationals and Blocked Persons list ("SDN List”), Sanctions
List Search.

78



Notably, the only entity listed in SDN in Croatia to violate Iranian sanctions is the
Cylinder System LTD, a Croatia-based firm that designs and produces cylinders to
store gas. The company is, in fact, under the control of Iran through the EIKO-
Execution of Imam Khomeini's Order financial network and acts in the interests
of the Iranian Government. For these very reasons, this company and any other

related entities worldwide are subjected to secondary sanctions.

Nineteen firms from Cyprus are listed in the SDN and are subject to secondary
sanctions for links to Iranian companies or subsidiaries. All of the companies are
the ones specializing in shipping and are being marked in the list as being linked

to the National Iranian Tanker company.

Four entities listed from France are the branches of Iranian banks, such as Bank
Melli, Saderat, Sepah, and Tejarat. The same scenario is more or less followed
with the firms in the list based in Germany; most of them are either subsidiaries or
foreign entities controlled by the Iranian government through special financial
networks like in the case of Croatia. For example, one of the entities listed is the
Ascot Holding GmbH Germany-based company “wholly-owned” (term used for
subsidiaries) by the Iranian Mines and Mining Industries Development and Reno-
vation Organization, controlled by the Iranian Mines and Mining Industries De-
velopment and Renovation Organization by Iran's Ministry of Industries and
Mines. Ascot Holding GmbH owns various foreign firms listed in SDN and is
subjected to secondary sanctions with the special tag “all offices worldwide.” This
is the case for almost all of the cases of various firms being listed from European
member states. Basically, the Iranian government controls these foreign entities
directly or through other firms and special financial networks. Remarkably, most
of the firms are registered abroad as local international companies and have regis-
tration IDs of the states they are located in. This might have been an attempt to

hide the origins of the companies and the owners since they have been listed as,
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for example, German entities or Italian, French, or any other in order to identify
these companies US Treasury had to make some investigation and then posted the
list of foreign companies that the Iranian government controls despite being based
abroad. The same goes for almost all the entities listed from Greece, Italy, Lux-
embourg, Malta, and the Netherlands. All of the companies listed are provided in

the table shown in the appendix.

5.1.5 Under Other Sanction Policies By The US

Most of the sanctions violations listed in the section above were the cases when
firms/entities were violating multiple sanctions programs, including the Iranian
one. In this section, the cases given would show the EU companies that were sec-
ondary sanctioned in the form of fines or listed in the SDN for the violations of

other sanctions programs.

Table 5

The Secondary Sanctions Imposed On The EU Companies (Other than Iran)

2014

CWT BV,
Netherlands,

* the Cuban Assets Con-
trol Regulations 31
CFR part 515

* The firm provided its
services to 44,430 per-
sons and assisted them
with traveling or pur-
chasing properties from
2006 to 2012.

* in 2006 the Nether-
lands-based company
became majority-owned
by the US person,
which made it subject
to the US jurisdiction
“according to the Trad-
ing With the Enemy
Act, 50 USC App. §§ 1-
44 and the CACR”.
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+ $5,990,490

** Taking into consid-
eration all the circum-
stances and the change
of the owner, OFAC
stated that the company
self-reported the cases
and that most of the
violations occurred
before the change and
very few after the US
person became the
owner. These factors
decreased the fee
amount from the possi-
ble $11,093,500 to
$5,990,490.



Table 5 (continued)

2016

2017

2018

CGG Services
SA, and Its Affil-
iated Companies
(France)

BCC Corporate
SA, Belgium

**(firm that is-
sues credit cards
and other possi-
ble payment
products to Eu-
ropean-based
customers.)

Ericsson, Inc.
and Ericsson AB.
Ericsson AB, lo-
cated in Sweden,

and Ericsson, Inc.

(subsidiaries of
Telefonaktiebo-
laget LM Erics-
son)

* violated the Cuban

* $614,250
sanctions and the Cuban
Assets Control Regula-
tions violations, 31

CFR part 515.

The firm and its sub-
sidiaries were providing
service/goods/parts/
equipment for oil/gas
exploration to Cuba;
spare parts and other
pieces of equipment
they exported to Cuba
were US-produced.

1,818 violations of the
Cuban Assets Control
Regulations.

it was a subsidiary of
Alpha Card Group
(wholly owned), which
was 50 percent owned
by American Express
Company, a financial
institution of the US.
AMEX agreed to pay
the settlement for the

* agreed to pay a set-
tlement of $204,277

reportedly violated Su- e« agreed to pay
danese, 31 CFR part $145,893 to the US.
538 (SSR).

International Emer-
gency Economic Pow-
ers Act (IEEPA)

The case was labeled as
egregious, but Ericsson
self-reported the viola-
tions, which helped re-
duce the fine from
$360,230, an additional
$180,115 to $145,893.
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Table 5 (continued)

2019 British Arab « for the violations of the ¢ $4,000,000 fine.
Commercial Sudanese sanctions. * OFAC was on the
Bank plc 72 illegal transactions verge of imposing a
worth $190,700,000. $228,840,000 fine.
¢ the bank had no ca-
pacity to pay off such
a penalty.
* After the consulta-
tions with the UK's
Prudential Regula-
tion Authority, it was
agreed that OFAC
would reduce the
penalty amount to
four million dollars.
¢ the penalty amount
was reduced, and it
had to comply with
all the other condi-
tions listed by OFAC.
2019 Acteon Group e UK-based firm and its * fined $227,500.
Ltd., and 2H Oft- subsidiary violated the
shore Engineer- Cuban Assets Control
ing Ltd. UK- Regulations, 31 CFR
based firm part 515
2019 AppliChem 304 illegal acts violat-  * $5,512,564 settle-

GmbH, Germany,

ing the Cuban Assets

Control Regulations, 31

CFR part 515, in the
period between May
2012 and February
2016.
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Table 5 (continued)

2021 Union de Ban- * the violations of Syria- ¢ The French bank
ques Arabes et Related Sanctions. agreed to pay
Francaises  Total:127 violations in $8,572,500

(UBAF), France

the period between
2011 and 2013,

» UBAFcreated and oper-
ated USD dollar ac-
counts for sanctioned
Syrian financial institu-

**UBAF self-reported
all the violations,
which helped it to re-
duce the amount of the
fine.

tions and conducted US
dollar business for these
institutions through US
financial systems. There
were fund transfers
through the US banks
and the purchase of US
dollars, which is not
allowed for the sanc-
tioned Syrian entities.

Based on the data, there were only eight cases of sanctions violations by European
entities throughout the years related to other sanction programs. Considering the
data analyzed previously on the violations that include Iranian sanction programs,
it can be outlined that Iran was and is indeed quite an important economic/politi-
cal partner for the European Union. Another thing to note is that European com-
panies/banks willingly or unwillingly tend to violate multiple sanctions. This may
be related to the uncertainty around the US sanctions, which practically forces

them to operate blindfolded.

5.2 Impact of sanctions on the EU

It is pretty ambitious to name this part as an “impact of sanctions on the European
Union” since the impact of secondary sanctions and sanctions, in general, is quite

complicated to track, and there is no comprehensive literature attempting to calcu-
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late the impact/losses of the European Union exclusively. In order to shed light on
some aspects of the reimpositions of the sanctions by the US, Directorate-General
for External Policies of the European Union (2020) attempted to examine the
available amount of canceled orders and various disruptions that European com-
panies faced after the re-activation of all the lifted sanctions prior the nuclear deal.
The same approach would be utilized here to identify the possible outcomes led
by the Iranian sanctions and secondary sanctions on the European entities in gen-

eral.

Trade and economic relations between the European Union and Iran before the
deal and throughout the deal were examined in chapter 3, part 2. There was a
drastic decline in trade relations with Iran after the imposition of nuclear-related
sanctions by the US, the EU, and United Nations, then we see a small increase
and attempts to normalize economic relations after the nuclear deal, and again
drastic decline after the US withdrew from the deal and reimposed all the sanc-

tion.

Microeconomic effects are easily shown in charts/figures as trade between the EU
and Iran fell drastically after Trump’s withdrawal. The 347% jump in trade rela-
tions after the nuclear deal (in 2016) and a further rise of 85% were doomed after
the US’s decision. Based on the data given by the EU, imports to the EU from
Iran dropped 92.8% in 2019, and exports to Iran dropped to over 50% (Direc-
torate-General for External Policies, 2020). The import of mineral products from
Iran dropped by 99.7% and 95.5% fall for the general industrial goods while the
estimated loss due to ceased exports is around 6.165 billion EUR (estimated from
the number of exports in 2017 and then the fall in 2019). Moreover, it is indicated

that the amount lost is likely to be more based on the lost future revenues.
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Figure 5

EU-Iran Goods Trade. Annual data 2010-2020.5

Interestingly, the EU member states did not reimpose prior lifted sanctions, this
was done by the US only, but the fall in the economic relations between the EU
and Iran was immediate. After the withdrawal from JCPOA by Trump, most of the
European and non-European companies preferred to cease any deals/transactions

and relations with Iran and exited its market completely.

For example, big industrial companies like Renault and Citroen (French firms)
deferred the one billion dollar investments made into two Iranian firms that were

aimed to develop its industry and boost car production in Iran (Congressional Re-

search Service, 2020).

5 This chart has been compiled from the data provided by the Eurostat (Eurostat, 2020)
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Mercedes Benz, Daimler announced that it is stopping all of its business in Iran
and exists its market. Scania, a Swedish company, owned by Volkswagen, finished
its project of manufacturing buses in Iran (1350 buses were planned initially) and
stopped any activities on its manufactory (Congressional Research Service, 2020).
Moreover, Volvo also halted all of its business in Iran and stopped the assembly
of trucks. Siemens, the German giant, announced that it would not continue any
business in Iran and also exited the market. Italian industrial conglomerates such
as Danieli and Gruppo Ventura also decided to leave the Iranian market in order to
avoid any clashes with the US in the future(Congressional Research Service,

2020). These cases occurred in the industrial sector.

Touching upon the financial sector, post-JCPOA US withdrawal, major banks
such as German DZ and Allianz banks, Austrian Oberbank, French Banque
Wormser Freres exited the Iranian market (Congressional Research Service,

2020).

Moreover, the US requested the German central bank, Deutsche Bundesbank to
change its policies/rules in a way that would block $400 million in cash that Iran
was planning to withdraw from Europaische-Iranische Handlesbank (EIH), half
Iran owned entity that worked with Bundesbank as a business partner in various
deals and transactions (Directorate-General for External Policies, 2020). The other
issue that concerned the US was that Europaische-Iranische Handlesbank did not
stop from conducting foreign currency conversions for Iran to move the money
around despite the sanctions the US reimposed, including the prohibition of using/
obtaining any USD by the Iranian government or other related entities. The US
delisted Europaische-Iranische Handlesbank from various sanctions during the
nuclear deal and re-activated all of them on November 5, 2018, after exiting the
deal (Congressional Research Service, 2020). Bundesbank changed the policies in

compliance with the US requests and stopped the cash flow to Tehran.
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Another sector that has been impacted and is crucial for the European Union, in
general, is the energy sector. Despite the encouragement of its entities from the
EU side to continue economic relations with Iran, most companies preferred to
stay away. The US reimposed energy sanctions on Iran which resulted in a situa-
tion where no EU member state bought Iranian oil after 2018 till 2020, according
to Congressional Research Service’s report in 2020. A $5 billion energy invest-
ment in Iran was abandoned by Total SA, interested in exploring the South Pars
gas field. To be exact, Total SA made a deal with the Chinese National Petroleum
Corporation and transferred its share (Congressional Research Service, 2020).
OMYV of Austria stopped its activities in Iran and exited the market. Some of the
active ongoing projects in Iran are the $3 billion deal by Norway’s Saga Energy
that aims to build solar power plants/fields, notably Norway is not the EU mem-
ber state, and the deal between Iran and Italian firm FS for $1.4 billion that aims

to build an infrastructure (high-speed railways).

European shipping companies also preferred to stay safe and stopped shipping to
Iran; among those firms are the German Hapag-Lloyd and Denmark’s AP Moller-
Maersk shipping companies. The EU companies are alarmed that even companies
related to telecommunications stopped any business with Iran. For example,

Deutsche Telekom stopped any business with Iran officially in 2018.

Some entities are allowed to operate only if they obtain a special license from the
US authorities; for example, the Rhum gas field (North Sea) kept operation de-
spite being partially owned by Iranian Oil Company. It is primarily related to the
fact that the gas from this field supplies around 5% of the UK’s demand for gas.
BP and Serica Energy companies got their license renewed after the US with-

drawal from the nuclear deal to keep providing necessary service to the field

(Reuters, 2018).
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Another interesting aspect to note is that despite the air service sector not being
sanctioned by the US, Air France and British Air canceled their services to Iran
due to “small demand” in September 2018 (Congressional Research Service,
2020). They were later followed by the suspension of flights due to a pandemic in
2020. This is a good example of the ‘self-sanctioning’ since these cuts in relations

with Iran were not prompted by targeted sanctions.
Although the EU attempts to overcome the sanctions, the impact that it has had so

far is already significant and is set to continue since many EU firms prefer to keep

good ties with the US and exit the Iranian market.

B US M China Russia M Iran

Figure 6. EU trade in goods and services 2016 (€ billion)¢

Nevertheless, on the bigger scale, the impact of sanctions are not as significant
and “deadly” for the EU economy; it is problematic and hurts some selected
firms/sectors yet since the pre-sanctions levels (before the nuclear deal and before
the EU imposed its sanctions on Iran) were not reached other states filled the void
left by Iran. If the US decides to sanction Russia or China in the same way as Iran,

among the most important trade partners, the EU economy will face far more seri-

6 This chart has been compiled from the data provided by the Eurostat (ext_It maineu).
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ous troubles. But it may be about the time the US decides to make such a move,
which means that the EU has to create secure ways to overcome these sanctions,

which would help protect its companies and economy in general.
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Figure 7. Extra EU Trade In Goods With Main Trading Partners,
2010 And 2020 (Billion EUR)?

Moreover, it raises another concern for the EU, the dependency of its market on
few states that are having a “monopoly” over some of its sectors, like Russia in its
energy sector. The US takes up the biggest market for EU good exports (2016),
which makes the risk of being cut off from its market through the secondary sanc-
tions severe. Thus the EU needs to diversify its markets and create mechanisms to

overcome its sanctions.

7 This chart has been compiled from the data provided by the Eurostat (ext It maineu).
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However, foreseeing future can be quite challenging, especially when the Eu-
ropean Union itself joined the US sanctions and for the first time in three decades
imposed individual sanctions against four selected Chinese officials that are al-
legedly linked to the human rights violations in Xinjiang autonomous region

(Emmott, 2021). This may be an indicator of the shift in the multipolar system.

5.3 Policies/Mechanisms to Overcome Sanctions

The academic and non-academic field is flooded with various suggestions on
overcoming secondary sanctions and decreasing their impact. Most of the solu-
tions are supposed to work in theory, but it is not easy to test them since those op-

tions need a long-term development/foundation, etc.

First and foremost, European Union itself has no sufficient capacity and power to
use sanctions effectively. The EU fails to impose and track the following of its
imposed sanctions mainly due to the fact that it has a different political structure
than the one in the US and the enforcement and punishment are in the hands of
member states (Geranmayeh&Rapnouil, 2019, p.7). This uncoordinated manner in
handling such issues makes the imposition and control of the sanctions insuffi-
cient. The US official stated multiple times that the EU is relatively weak when it
comes to enforcing the sanctions (Geranmayeh&Rapnouil, 2019, pp.7-9). More-
over, the European Union cannot adequately oversee the imposition of secondary
sanctions on its entities since it cannot even track its sanctions
(Geranmayeh&Rapnouil, 2019, pp 7-9). This credibility problem creates an envi-
ronment where European entities prefer to accomplish the US requests over if
specific points are unclear rather than break the sanctions program since they do

not have a credible entity to track whatever is happening.
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Geranmayeh and Rapnouil (2019) argue that creating organizations such as OFAC
in the European Union would help resolve many problems related to secondary
sanctions and sanctions in general. The EU-based organization would control the
enforcement of sanctions by the EU and on the EU entities (p.7). It would be
OFAC’s interrogator on the issue related to the secondary sanctions. This works
well in theory, yet it would be quite complicated to create such an organization in
European Union due to its unique political structure. Since the EU has a sub-
sidiary principle, member state governments are the ones that are responsible for
the enforcement and oversight of sanctions, which means that in order for the EU
to create such a body, member states should agree to pass the authority to the EU
level or give the authority to the Commission so it can better coordinate the issues
related to sanctions among the member states. Such an initiative may help Eu-
ropean companies since it would help to clarify the uncertain measures and dis-
cuss/appeal to the OFAC in instances needed. Moreover, coordinated actions
would boost the credibility of the EU side while pushing the US to change some
policies/measures. A similar approach was implemented when the Trump adminis-
tration was pushed to lift the sanctions on Rusal (a Russian company that was

sanctioned).

Second of all, aside from creating the institution that will control the enforcement
of sanctions, the EU also needs to establish and develop various financial mecha-
nisms that would help overcome sanctions or reduce their impact. The first mech-
anism, INSTEX's so-called “Instrument In Support Of Trade Exchanges,” was
registered after the Trump administration decided to leave the nuclear deal (ins-
tex-europe.com, 2021). It took months of discussions and negations before
France, UK, and Germany launched this system that the EU supports to help
overcome sanctions imposed by the US. INSTEX was designed to help Iran and
the European entities to keep the economic ties despite the US sanctions (instex-

europe.com, 2021). Generally speaking, it is a mechanism for trade with Iran that
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was created by the EU member states in order to overcome all the limitations im-
posed by the United States. INSTEX is designed to work as a euro-dominated fi-
nancial system that works as a barter arrangement. It was designed in order to
trade non sanctioned essential goods that serve as humanitarian or medical aid as
well as farm products, ignoring the oil and gas-related sector. In other words, IN-
STEX is an alternative trading system that helps to bypass the traditional US sys-
tem in order to avoid sanctions (instex-europe.com, 2021). However, since it is a
relatively new system in order to operate properly, it needs numerous European
banks to agree to cooperate in order to transfer funds within the EU and also
needs the willingness of the European firms to commit to this system with our any
hesitation that the US would sanction which is less likely since most of the firms
know the possible outcome. EU could force its companies to engage in the sys-
tem, yet it prefers to give them choice and freedom while creating the possible
tunnels to overcome secondary sanctions. Nice move from the ethical perspective,
but a horrible option for the development of the system. Since the system is not
well established, it was designed to include non sanctioned sectors in order to
avoid it being listed in SDN by the US. INSTEX would work within the few sec-
tors until it establishes itself as a stable mechanism that can help overcome the US
sanctions. The US officials are well aware of the system, which means that the EU
has to be ready for any possible “attacks” that may follow when INSTEX starts
expanding the sectors in which it operates. The impact of such an action can be
diminished if the European member states fully join the system making it credible
internationally. In that instance, other states worldwide may join the system to by-
pass the US sanctions and trade with the sanctioned states. Only France, Germany,
The UK and Northern Ireland, Belgium, Denmark, Netherlands, Norway, Finland,
Spain, and Sweden joined INSTEX and are in the system as of 2021. Most of the
European member states are still staying away, which significantly weakens the

mechanism.
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Another mechanism/system required to overcome US power is the new financial
system. As discussed previously, one of the reasons American sanctions are so ef-
fective is that the whole world is using a financial system controlled by the US.
European banks oppose the deals with Iran despite the support from the EU due to
fears of being cut off from the US capital markets. European Investment Bank,
French Bpifrance, and other European banks expressed concerns over the possi-
bility of being denied access to the American financial market if they followed the
EU proposed path to keep the business ties with Iran (Geranmayeh&Rapnouil
,2019, p.9). Notably, Bpifrance was willing to help to establish such a system at
the very beginning but refused later, explaining that it would be externe challeng-
ing to keep such a system properly functioning, plus the US can still deny them
and the companies involved in transaction any access to the US financial markets

and impose various penalties (Geranmayeh&Rapnouil ,2019, p.9).

On the other hand, Chinese succeeded more on the same issue and developed a
dual banking system that helps them work with the US and sanctioned entities at
the same time (Geranmayeh& Rapnouil ,2019, p.9). The system is created in a
way that one set of banks work with the US while the other group is dealing with
the sanctioned state’s entities. However, even Chinese entities and firms are still
cautious while using such systems and are trying to play safely in order to avoid

any problems related to the sanction violation (Geranmayeh& Rapnouil ,2019,

p.9).

Other issue to note is the need to establish non-US payment systems/channels that
would help the European Union work out mechanisms such as INSTEX even
without creating the dual banking systems as in China. For example, Visa and
MasterCard payment systems are both US-based, which prevents many banks
from violating US sanctions since those payment systems are crucial for their ex-

istence. The inclusion of European entities on the SDN list cuts off those entities
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from the use of any services provided by Visa and MasterCard (or other US-based
electronic payment methods like PayPal etc.). Thus, the importance of financial
payment systems cannot be over-exaggerated; establishing a stable international
non-US-based system would strengthen INSTEX and protect individuals/firms
from the US secondary sanctions. Generally, the US has all the leverage to affect
European companies due to the fact that the international financial market is pret-
ty much operated by the US-led payment systems (both card and electronic pay-
ment systems), as well as the fact that USD is the main foreign exchange curren-
cy. Thus, decreasing the dependency on such US systems would inevitably weak-

en the US secondary sanctions.

Important to note that Europe has SWIFT - the Society for Worldwide Interbank
Financial Telecommunication that is based in Belgium and provides a secure
channel to send/receive information by financial institutions around the globe
about financial transactions. In fact, some banks or other European entities tried to
use SWIFT in order to overcome secondary sanctions and got fined by the US af-

ter being exposed, as it was showcased in the analysis part above.

SWIFT became crucial in the financial system instantly and got so integrated that
being cut off from it can seriously harm financial institutions, but the problem is
that despite being European based SWIFT is pretty much under the influence of
the US, as it was evident in the case of Iran, the US administration mainly con-
trols SWIFT board members and staff (Geranmayeh& Rapnouil, 2019, p.8) This
sparked the discussion in the EU that maybe it is possible to create an independent
European alternative to SWIFT that will be backed by the EU as INSTEX and
would straighten INSTEX while providing a secure independent financial messag-
ing system to trade with sanctioned entities without the involvement of the US.
The creation of the SWIFT replica sounds well on paper, yet creating such a sys-

tem is a lengthy process that requires a lot of work and international effort (states
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willing to back it, join and use it); thus, the other option is to try to protect exist-
ing SWIFT from the American influence and straighten its position as a European
based entity (Directorate General for External Policies of the Union, 2020).
SWIFT expelled Iranian banks from its system in 2018 to avoid any possible pres-
sure and penalties from the US. In order to avoid such problems, SWIFT has to
become independent; one of the possible ways to reach some degree of autonomy
is to appeal to the International Monetary Fund to make an agreement between all
the member states indicating that financial institution as SWIFT must be fully in-
dependent and politically neutral when giving services all over the world (Geran-
mayeh& Rapnouil, 2019, p.8). The importance of the SWIFT can play the role of
a valid reason behind its protection from being bound to any unilateral measures
imposed by various actors, including the US, despite its statements about its “na-
tional security” (Geranmayeh& Rapnouil, 2019, p.8). The only notable cases
might be the ones related to the banks that are related to UN Security Council

sanctions

Another possible option introduced by various sources is the expansion of the Eu-
ropean central bank’s role/scope. In other words, it means that the European banks
can be connected to the Iranian entities directly, without the use of a financial sys-

tem in between (Geranmayeh& Rapnouil, 2019, p.9).

Once again, it may seem like a “good” solution on paper, yet no European bank is
willing to make such a step first. In order for this to work, they have to change the
very way the banks operate and create special transaction accounts that can be
used by the entities that got secondary sanctioned. Also, it was suggested that
there should not be the direct transaction of funds which would make it more
complicated for the US to track what is happening (Geranmayeh& Rapnouil,
2019, p.9). One of the suggestions was to get funds from the sanctioned entity

and, instead of making a transaction to the receiving entity, deduct the debts to the
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government that the receiving entity has, like tax or social security, that this entity
has to pay to the government (Geranmayeh& Rapnouil, 2019, p.9). In a simplified
way, let us say entity A is sanctioned and decided to use the European central bank
to make a transaction, it gives the funds to the bank, and the bank takes and allo-
cates it in its own account. Entity B that is doing business with entity A will not
get that fund through the transfer of money to its account. Instead, Central Bank
would deduct the sum entity B has to receive from the debts it has to pay to the
bank/government. If B has to pay 100$ in taxes and has to receive 50$ from entity
A, then Central bank will deduct $50 from the owed 100$. Entity B will pay only
50% to the central bank instead of 100$. They are basically receiving those 50$

without any physical transaction of any funds.

Cryptocurrencies became a hot topic in the last couple of years; one important as-
pect of it that makes it attractive for the sanctioned entities is the fact that cryp-
tocurrencies are extremely difficult to track (one of the reasons why black markets
rely on bitcoins as well as different fraud and scams). Iran has been using some
cryptocurrencies in order to make some transactions after being sanctioned. It
seems to be a good solution, yet it is pretty complicated for the states to obtain
hard currency through cryptocurrencies in many instances. Thus, the development
of such an electronic system with the further backing of it by the EU and other
states may make it easier for the sanctioned and EU entities to do business and do
transactions without fear of being exposed by the US (Geranmayeh& Rapnouil,
2019, p.9). Nevertheless, once again, the use of cryptocurrencies on the back mar-
ket for illegal acts makes it quite uneasy to determine from where and to where
the crypto is flowing (Geranmayeh& Rapnouil, 2019, p.9). EU states are con-
cerned that the system may be used for money laundering and etc.

Touching upon currencies, the strengthening of the Euro in the International fi-
nancial system may also help to reduce the impact of secondary sanctions (Ger-

anmayeh& Rapnouil, 2019, p.9). US has been a gatekeeper of the global financial
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system partially due to the USD’s role as a foreign exchange currency. Moreover,
if the development of the cryptocurrencies will be accepted, the Euro's straighten-
ing would be required to use it as the primary exchange currency for the crypto.
Benoit Ceeuré (2019), a member of the EU central bank, once stated that the US’s
economic power is a direct result of int being the issuer of the worldwide reserve
currency. This enables the US to weaponize its position and control access to the

various financial systems and institutions.

Among other solutions, the EU can mirror the US secondary sanctions and use its
markets as a weapon. If the US threatens European entities by cutting them off
from the US markets, the EU may analyze and cut the US entities from key Eu-
ropean markets(Geranmayeh& Rapnouil, 2019, p.10). US was the second biggest
importer to the EU market in 2016 and the first in importing its services while the
EU is exporting its goods and services to the US. This interdependence can be
very possibly weaponized the way the US administration did it. If the US keeps
threatening and restricting European entities from doing business with Iran
through secondary sanctions, then the EU can also make its own SDN list and tar-
get American entities. This would worsen transatlantic relations but help the EU

humble the US down with its sanction programs attacking European entities.

Moreover, the last point to note is the EU blocking regulation that was activated in
2018 for the first time since 1996 (European Commission Press Release, 2018).
The blocking statute pretty much pushes European entities from one extreme to
another. It is a law that is directed to block the effects of any extraterritorial sanc-
tions. What happens is that the US sanctions are considered illegal by the EU,
which protects its entities from compiling with the court rulings from the US. In
fact, it actually pressures the European entities not to follow the US sanctions;
otherwise, they will be punished by the EU itself. The blocking statute prohibits

EU entities from following the US sanctions either directly or indirectly, and this
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is considered to provide a legitimate ground for its companies to trade with Iran
despite the US warnings (Deutsche Welle, 2018). In this case, European compa-
nies find themselves in the situation where they are threatened by the US and
would like to avoid any measures imposed and are also threatened by the EU
since they are not supposed to follow whatever the US is requesting. The situation
where they have to find the least harmful way to act in order to avoid problems

with both the US and the EU.

5.4 Self-sanctioning

The concept of self-sanctioning refers to the case when third country-based com-
panies that are not subject to the sanctions directly willingly stop any relations
with the sanctioned state and its entities due to the capacity that the sender state
holds. The US has such a capacity that threatens companies despite the country of
“origin” in this globalized integrated system. To the point that with the majority of
sanctions being mostly just monetary fines, firms are still alarmed since none of
them are willing to become that one rare case cut off from the financial system,
with frozen assets and no right to make international transactions with the US dol-

lar.

The impact of secondary sanctions on the EU economy generally and its business
cannot be overlooked. As a third-party state that is not involved in the sanctions
program in any way, the impact is too significant. As elaborated previously, the
impact on the third state is not something that can be regulated; in the age of glob-
alization where states are integrated into the global economy, any economic
change/ban/sanction, etc., in one state would spill over into another state. In the
case of the European Union, despite being willing to do business with Iran and
encouraging its entities, its own companies are not willing to keep the problematic

ties. In fact, based on the investigation made, it is evident that there are no many
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cases of solely European entities being listed in the SDN list by the US, and most

of the cases of secondary sanctions are actually the US imposing fines.

Almost every entity listed on SDN is either subsidiary of Iranian national compa-
nies or is partially owned by the Iranian government and etc., with only a few cas-
es of European companies being subject to secondary sanctions with the cutting of
ties, denying access to the American financial market and prohibiting the use/pur-
chase of USD. Then comes the reasonable question “why all European companies
are alarmed.” The biggest problem and the weapon used by the US authorities is
uncertainty. The blurred conditions, uncertain explanations, and general state-
ments drastically increased the impact of secondary sanctions; to be precise, it's

not even the secondary sanctions per se.

Rather, the possibility of being exposed to unknown secondary sanctions with un-
known conditions and uncertain interpretations. This leads to the over-compliance
by the firms that are unsure how to depict the measures/conditions and the possi-
ble penalties or other enforcement and how they would work. The EU companies
and banks prefer to self-sanction and self-sensor themselves to avoid becoming
subject to sanctions by the US. European member states requested clarification
from the US and OFAC specifically on the related uncertain matter, and the in-
formation provided was sent either too slow or fragmented and not clarifying at
all (Directorate-General for External Policies, 2020). Directorate-General for Ex-
ternal Policies expressed that OFAC might be doing so deliberately since the un-
certainty boosts the impact of imposed sanctions. The licenses, temporary exemp-
tions, and some waivers to purchase a certain amount of oil from Iran make it
even more complicated for the European entities. This, in return, results in a situa-
tion where companies and banks prefer to exit the Iranian market entirely and stop
any business. In other words, due to the American economic power and uncertain-

ty of the conditions/punishments, companies are thrown into a situation where
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they have to choose either do business with Iran blindfolded and later be subject
to massive penalties or a complete cutting off from the US market, or exit the

Iranian market despite the losses, cancel projects and stop transactions in order to
be safe.
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Figure 8. Cost of the US sanctions for selected European companies.8

8 The illustration has been compiled from the data provided by Geranmayeh,&Rapnouil
(2019); Directorate-General for External Policies, (2020).
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Notably, none of the companies showcased here were sanctioned nor forced to
close down the projects and exit the market. The majority of companies decided to
do so after the US’s withdrawal from the nuclear deal voluntarily in order to avoid

the possible penalties and sanctions in the future.

Self-sanctioning results from deep integration among the European economies
and its financial institutions that leveraged the dominance of the American dollar.
Secondary sanctions are the most impactful and powerful tools used by the US
authorities for the sanctions and restrictions throughout the last decades (Geran-
mayeh&Rapnouil, 2019). Geranmayeh and Rapnouil (2019) explain that sec-
ondary sanctions got significantly stronger after the steps Obama’s administration
implemented. Obama expanded the reach of the secondary sanctions through the
inclusion of financial institutions. According to the executive of the EU based
bank at the very beginning, at the initial stages of the improvement of secondary
sanctions, the US used the error and trial method if the European banks (the cases
mentioned in the previous parts) resisted the US measures secondary sanctions
would not go so far, and American authorities would not be able to target them by
any of the existing means (ECFR interview, 2018). But back then, the EU im-
posed similar sanctions on Iran, so there was no clash of interests. This very “co-
operation” strengthened the US; the use of various financial institutions like
SWIFT and others set an alarming precedent; the US lawmakers later used the
same structures and strategies throughout various sanction policies. European and
American policymakers agree that they would have been more cautious and
thoughtful about opening this pandora’s box if they knew that Trump would be
elected as a president (Geranmayeh& Rapnouil, 2019). After the US withdrawal
from the nuclear deal, US policymakers announced the reimposition of all the
previously lifted sanctions, and the National Security Advisor of the US said
something along the lines of “ it is possible” that the US may target European-

based companies. It was not an official statement, yet European companies took
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the “hint” quite seriously, and the wave of European companies leaving the Iran-
ian market and cutting all business ties started. The US rarely targeted European
entities, and there were only a few cases of the EU companies being listed in SDN
and their assets getting frozen, etc. Based on the investigation completed, almost
all of the listed entities in SDN at the moment are the ones directly related to the
Iranian government, either straight or through other companies. Despite these ten-
dencies and very few cases, European firms preferred to stay safe and self-sanc-
tion in order to avoid any investigations, imposed measures, and asset freezes

with travel bans.

When Trump announced that the US is re-imposing all of the sanctions lifted on
Iran, John Bolton, who served as the US National Security Advisor at the time,
hinted that there is a possibility of the impositions of the secondary sanctions on
third-country based firms, including the EU. This sentence about the “possibility”
of the sanctions was more than enough for the European firms who decided to
close down all the projects, stopped the business, and exited the Iranian market,
basically self-sanctioning themselves without any warnings or other actions by the
US. Secondary sanctions are very powerful as a foreign policy tool. The mere ex-
istence of such a tool creates an environment where companies are willing to self-
sanction and self-censor despite the absence of any official warnings or state-
ments. This means that the US and OFAC, in particular, would keep using it as a
tool to boost the efficiency of sanctions. Moreover, the punishment's uncertainty

would be kept too since it makes the companies “over” follow the rules.

Generally, based on the quantitative data compiled, looking at the number of the
imposed secondary sanctions on the European entities from 2009 till 2021, it can
be noted that the economic impact on the European Union is mainly due to the
choice of the European entities to self-sanction. In other words, it is not the sec-

ondary sanctions that is hurting the EU trade relations with Iran per se, it is rather
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the behavior of the EU based companies that opted to play safe and keep ties with
the US. In fact there are very few entities that were put on SDN list (the compa-
nies based in the EU, not linked/subsidiiaries of Iranian entities) by the US. In
most cases OFAC chose to fine the entity without enforcing any other “punish-
ment”. However, it is not self-sanctioning alone, the mere existence of secondary
sanctions create the conditions in which third-party entities prefer to follow this
particular path of behavior. The conditions in which entities prefer sacrificing
certain economic gain to avoid possible bigger losses, turning this situation into
zero-sum game for themselves. Loosing Iranian market, while winning the access

to the US one.

5.5 Possible Reasons for the EU policy shifts aside from the US sanctions

Based on the analysis made previously, it is quite evident that the EU is quite in-
vested in making this nuclear deal work for both economic and security reasons.
First of all, as it was elaborated in the beginning, the location of the EU plays an
important role in shaping its policies. European Union is more cautious about the
developments in the region due to the fact that it will be directly affected since it
is connected by land. The US, on the other hand, is away and is located on another
continent; changes and instabilities in the region would not massively affect the
migration ad security conditions of the state. This gives it the opportunity to make
a hardline pressuring policy towards Iran while the EU prefers to resolve issues
through diplomacy and economy. The economic development of the region would
make it more stable in return, ensuring the security of the EU. Overall, the EU has

been greatly interested in the nuclear deal for these security reasons.

Another reason for the EU is the need to diversify its energy market, which is

dominated by Russia. Iran and other Middle Eastern states may help to decrease

103



this dependency while also benefiting from the money received from the export of

its resources.

It is obvious that the fall in trade figures between the EU and Iran has not resulted
from anything else than the US sanctions since the EU is the only constantly com-
ing up with different possibilities to overcome the US sanctions in order to keep
business with Iran to the point that it activated the EU blocking statute that pro-
hibits its own entities from complying with the US requests. It established INS-
TEX and is trying to gain control over SWIFT back in order to create stable trans-
action channels for trade with Iran. EU did not reimpose any of its nuclear-related
sanctions and stayed in the nuclear deal despite the US withdrawal. Moreover, it
has been trying to keep Iran committed to the deal too while trying to make a dia-
logue with the US over the necessity of its rejoining the deal. One of the attempts
to reach an agreement with all the parties has been the creation of Vienna talks
that includes six global powers and Iran. This is the attempt to fix the “situation”

after the exit of the US under Trump’s lead back in 2018.

Yet, despite these reasons there is one possible cause for the general fall in the
trade of goods and services between the EU and Iran in 2020 and 2021 which is
covid-19. European Union’s export and imports faced significant fall due to pan-
demic that started in 2020. As it is evident from the charts provided below there is
a sharp decrease of the EU exports and imports in 2020 mainly caused by the

covid-19 outbreak all around Europe.
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Development of EU international trade in goods, 2020

(monthly growth rate compared to same month in 2019)
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Figure 9. Eurostat, (2020)°.

Based on the monthly evaluation of growth in 2019 and 2020, it becomes clear
that the EU trade was hit hardest between March and April. European exports fell
were only 125 billion of euro compared to 176 billion during the same period in
2019. The imports also were impacted by the pandemic, drastic declined from 148
billion of euro to 125 billion euro. The following months follow the trend and
were considerably than the figures in 2019. The slide increase can be noticed in
December, which is mainly related to Brexit. European exports were 2 percent
higher in 2020 compared to 2019 since companies in UK were stockpiling goods
while awaiting uncertain transition period and unclear UK position in the EU

market post-Brexit.

9 Online data code: EXT ST EU27 2020SITC
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EU International Trade in goods (yearly growth rates)
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Figure 10. Eurostat, (2020).10

The effects of pandemic may indeed be among the many reasons why there was a
fall in trade relations between the EU and Iran. However, if we analyze the data
about the trade relation between these two countries in the last few years we can
see that the downfall starts explicitly after the US withdrawal from the nuclear
deal in 2018. We can observe a sharp fall from 2018 to 2019 and a further de-
crease in 2020. Since the hit of pandemic was around March and April of 2020 it
becomes evident that the trade downfall cannot be impacted solely by covid-19
since its effects started in 2020 only. Thus, the sharp fall is the result of the US
withdrawal, while the minor decrease in 2020 might be characterized by both the

US sanctions and the pandemic.

10 Online data code: EXT_ST_EU27 2020SITC
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CHAPTER 6

CONCLUSION

As a relatively new foreign policy tool, sanctions became a prominent instrument
utilized by the US under Obama and Tump’s administrations. The matter of sanc-
tions is a new trend in international politics, and despite being existent for centu-
ries, it was not implemented as massively as now; some may argue it is due to
globalization. Integration of countries into the global market has made it possible
to cut off the targeted state, mainly if that country heavily relies on the export of
natural resources. Sanctions have been imposed massively by the US in the last
few decades. Especially secondary sanctions, the sanction type that affects the

third party, which is not subject to the official sanction policy.

The work tried to shed light on how European Union’s economy was affected by
the US secondary sanctions on the EU-based entities. The European Union is not
a direct party in those sanction programs and is willing to keep business ties.
However, despite the European Union's encouragement, EU-based companies wil-
lingly refused any economic actions fearing that the US would impose secondary
sanctions. European Union has been trying to overcome this issue by suggesting
to create several mechanisms to provide a stable ground for the economic ties

between the EU and Sanctioned countries.
The departure points for this study were as follows: What is a secondary sanction?

Why European and other companies are affected by them? Who can impose

them? It is also essential to see the contextual background of the EU- the Islamic
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Republic of Iran relations to investigate whether US sanctions have been the lea-
ding cause for the policy shift. So, the primary research question was as follows:
How did the US's sanctions, within the scope of the Islamic Republic of Iranian
sanctions policy, affected the economic environment of the European Union under

Obama and Trump's administration?

Based on the various data collected and analyzed to answer these questions, the

findings of these that must be mentioned are as follows.

Secondary sanctions are the type of sanctions imposed by the sender state on the
third-party entities to boost its primary sanctions effectiveness. Practically, the
sender state prohibits third parties such as individuals and firms from doing any
economic activities with the targeted country by cutting them off from its market.
This and many other sanctions were categorized in chapter two, which is signifi-
cant in showing the different types of sanctions and how they are being imple-

mented.

For example, in general, there can be a confusion of secondary sanctions with ex-
traterritorial sanctions. Despite the illusion that sanctions are well known, it is
generally quite challenging to tell the difference between the primary and sec-
ondary sanctions, or secondary and extraterritorial, sectoral and financial sanc-
tions, etc. Thus, this part can work as a small cheating sheet explaining most of
the types of existing sanctions for now. Sanctions are evolving, so claiming that it
is the most up-to-date full explanation would be too ambitious. However, that was

the initial idea behind this chapter.

In order to answer the primary research question on the impact of the US seconda-

ry sanctions on the EU, this work has done an extensive research to identify the

economic and political relations of the EU with Iran. This allowed us to eliminate
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other possible reasons behind the fall of economic relations that, in the long term,
affected the EU economy. Based on the research, we can claim that there are no
other reasons behind the decrease of trade relations between two states aside from
the imposition of secondary sanctions. In fact, European Union is more than wil-
ling to keep good economic relations with Iran and has been fully invested in re-
gulating the problems between Iran and the US. The European Union has been the
driving force behind the nuclear deal and is still pushing for further negotiations
to keep Iran in the deal while maneuvering with the US. The Middle East in gene-
ral and Iran are pretty important to the EU for various reasons, including but not

limited to economic and security matters.

EU neighbors the Middle East, which means that instabilities can spill over to the
EU. Migration from these regions is among the top problems that the Europeans
currently face. The EU believes that the harsh policies implemented by the US are
not effective, and the change in the region must be gradual. Human rights are sup-
posed to be at the very core. Aside from that, Middle East is also quite an im-
portant region for Europe since it acts as both the source and the transit for the

energy resources to the European market.

The main difference between the US and EU foreign policy approaches in the
case of Iran is the way these two respective countries try to meet the end goal. De-
spite having the same interests in the region's democratization for both security
and economic reasons, both states use quite the opposite foreign policy tools. US
has been trying to pressure and isolate Iran in order to achieve the desired changes
(mainly giving up its nuclear and ballistic programs, as well as Iran’s support of
regional terrorism based on the US intelligence), and quit the nuclear deal due to
the fact that it was not as “efficient.” On the other hand, the European Union has
been trying to keep Iran within the deal and is trying to overcome sanctions impo-

sed by the US due to the belief that complete isolation and economic downfall
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would mainly affect ordinary citizens while stagnating the desired changes. The
shift has to be gradual, and it is better to work with the Iranian government in or-
der to be able to influence internal issues through economic and other tools.

Generally, the EU has been trying to keep economic ties with Iran while balancing
the US on the other side. The US has been threatening European entities with se-
condary sanctions, and based on the research, the fall in economic figures shows

that US actions were undoubtedly effective.

The detailed research through the OFAC’s database was done to outline the sanc-
tion violations and the measures taken by the OFAC to punish EU-based compa-
nies. Aside from the cases related to Iran, the research also covered the cases that
emerged due to the violations of Cuban, Syrian, Burmese, and other sanction pro-
grams by the US. Based on all the cases, it was identified that OFAC imposes se-
condary sanctions mainly through fines that deter the European companies from
further violating the sanctions and being listed in SDN. Another interesting note is
that most of the cases are, in fact, related to the banks and the illegal transactions
completed by the banks for the sanctioned entities. Banks are eager to pay milli-
ons of dollars as a fine and work with the investigation to protect their access to

the global financial market.

Self-sanctioning is a behavior that this thesis found, which refers to the case when
third country-based companies that are not subject to the sanctions directly wil-
lingly stop any relations with the sanctioned state and its entities due to the sen-
der's capacity state holds. In this case, the US is the very actor who can threaten
third-country-based entities. To the point that with the majority of sanctions being
mostly just monetary fines, firms are still alarmed since none of them are willing
to become that one rare case cut off from the financial system, with frozen assets

and no right to make international transactions with the US dollar.
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Further analysis was made to identify the cases of the European entities self-sanc-
tioning themselves after the US announcement that it is withdrawing from the nu-
clear deal and planning to re-impose the sanctions previously lifted. This and
other cases were used to explain the impacts of the US sanctions on the EU eco-
nomy. It was shown by the data provided by Eurostat, the trade between Iran and
the EU that was gradually recovering after the nuclear deal was reached got struck
by the US withdrawal. We see the sharp decline in the import and export of both
goods and services from and to the EU aftermath of the reimposition of sanctions.
This happened even though the EU is willing to keep good economic ties with

Iran.

With practically only a few cases of full secondary sanctions being imposed on
the European Entities, self sanctioning is the core problem that has been stopping
the revival of economic relations between the EU and Iran. If we look at the data
closely, the secondary sanctions are effective only because of the uncertainty. As a
result, EU companies prefer to self-sanction in order to protect themselves from
any possible problems even if there is an option of getting sanction waivers from
the US, making this a zero-sum game where the win of one is the loss for the

other.

In order to overcome this challenge European Union is trying to establish various
financial institutions and mechanisms like INSTEX, SWIFT. Some decision-ma-
kers also propose creating OFAC like institutions in the European Union that
would help trace the enforcement of sanctions by the US and resolve the uncer-
tainty that the US administrations use. It is known that uncertainty is the main rea-

son behind the European entities' compliance with the US sanctions.

European Union has been having quite a difficult time trying to overcome this

problem. This issue goes way beyond the political economy. To think of it, the US
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has been using economic tools more frequently and severely due to the fact that it
has less political capacity in this multipolar system. This problem goes to the very
core of the international system’s structure. Multipolar structure in which an actor
has to either gravitate around one pole or stay away altogether. This can be seen as
the reason why, despite these tensions between the EU and the US, the European
Union is still dividing the economy from the political domain. With other actors
as China becoming stronger and stronger, it is about time other actors would be
dragged into the same loophole. Furthermore, the very system is the main pro-
blem behind the ineffective EU counter-actions, which can be seen as half measu-
res.

The next thing to mention is bias. Elimination of bias was necessary to ensure that
the sanctions were the real cause behind the downfall of EU-Iran economic relati-
ons. One of the possible reasons behind the downfall of trade relations is the pan-
demic. Due to covid-19, the general export and import of the EU decreased, which
also means that the trade with Iran also reduced by some percentage. However,
this was the case for 2020 and mainly between March and April, while the down-
fall in the trade relations between Iran and the EU started in 2018 after the US re-
imposed all of its sanctions. Aside from that, there are no other reasons that can be
leading to such an outcome. Moreover, European member states are trying to
come up with various solutions to bypass the American sanctions, which indicates

the willingness of the EU to keep its economic ties with Iran.

Overall, it is fairly straightforward to track the impact of sanctions on Iran since it
is the primary target state. However, it is more complicated to assess the effects of
the sanctions on third states like the European Union. Despite this complication, it
is evident that any state sanctioning will spill over to other states based on the lev-
el of integration of the target state into the global economy. In this globalized
world, the change in the economy of one state would inevitably affect another

country. Nevertheless, it is quite challenging to trace the impact and see how ex-
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actly the state was affected. In the case of the European Union, this work tried to
analyze general trade tendencies with Iran before and after the sanctions, which
helped identify the immediate changes that occurred. However, it would be more
complicated to assess the impact on the EU economy as a whole. Logically speak-
ing, first of all, the EU energy sector may have been affected since the EU was
explicitly interested in diversifying its energy market. Second of all, the EU-based
companies lost massive amounts of money invested in projects with/in Iran,

which indirectly affects the EU economy.

Another point was shown in the analysis part that many European banks were se-
condary sanctioned by the US for the violations of the sanctions. They were obli-
ged to pay millions of dollars to appease OFAC and agreed to stop any transac-
tions with any entities related to the sanctioned countries/entities. Banks pay quite
a considerable amount of taxes in the EU; for example, the fined BNP Paribas
paid 2,812 million EUR tax in 2019 (tax.tracker.EU, 2021). The narrowing down
of the “working” space for it through cutting sanctioned states/entities/individuals
does reduce its profits and taxes (those are correlated). Moreover, cutting access
to the Iranian market means that the EU cannot export its goods and services to

Iran, which also impacts its economy.

The claims are primarily based on quantitative data from the US treasury data ba-
sis. Developing the self-sanctioning concept still requires full-fledged qualitative/
quantitative and empirical studies to prove the point and outline all the possible
conditions. This study was rather suggestive of the concept, which still requires

significant development.
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APPENDICES

A. TURKISH SUMMARY / TURKCE OZET

Bu calisma, ABD'nin Iran'a uyguladig: yaptirimlardan Avrupa Bitligi'nin is ve
ekonomisinin nasil etkilendigine 151k tutmaya calismistir. Suriye ve diger hedef
aliman iilkelere yapilan yaptirnm politikalar1 kapsamindaki ikincil yaptirim

vakalar1 da biitiinleyici veri olarak kullanilmistir;

AB'nin bu yaptirim programlarinda dogrudan bir taraf olmadigini ve bu iilkelerle
ticari baglarini siirdiirmeye istekli oldugunu belirtmek 6nemlidir. Ancak, Avrupa
Birligi'nin tesvikine ragmen, AB merkezli sirketler, ABD'nin ikincil yaptirimlar

uygulayacagi korkusuyla herhangi bir ekonomik hamleyi kendileri reddetmistir.

Ikincil yaptirimlarin tanimi, mekanizmalar1 ve etkisi, ABD, AB ve Iran arasindaki,
yalnizca devletleri degil, ayn1 zamanda ve 6zellikle de 6zel sirketleri de kapsayan

bu ii¢ ayakli meseleyi anlamak i¢in ¢ok onemlidir.

Bu ¢alismanin ¢ikis noktalari: Ikincil yaptirim nedir? Avrupali ve diger sirketler
neden bu yaptirimlardan etkileniyor? Yaptirimlari kim dayatabilir? seklinde
tanimlanmistir. ABD yaptirimlarinin AB’deki politika degisikliginin 6nde gelen
nedeni olup olmadigmi arastirmak igin AB-Iran iliskilerinin baglamsal arka
planin1 gérmek de onemlidir. Dolayisiyla birincil arastirma sorusu: Obama ve
Trump dénemlerindeki ABD'in yaptirimlari, Iran Islam Cumbhuriyeti’ne yapilan
yaptirim politikast kapsami altinda Avrupa Birligi'nin ekonomik ortamini nasil

etkiledi? sorusu sorulmustur.
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Bagka bir deyisle, bu tez ABD tarafindan uygulanan Iran Yaptirrmlari ve Avrupa
Birligi'nin {i¢lincii taraf olmasina ragmen ikincil yaptirimlar nedeniyle ekonomik
olarak nasil etkilendigi konusuna odaklanmaktadir ve daha ¢ok Avrupa Birligi'nin
yaptirimlar karsisindaki davranist ve yaptirimlarin AB iizerindeki etkisine

yonelmistir.

Calismada alt1 boliim bulunmaktadir ve su sekilde diizenlenmistir: 1.Giris. 2.
Teorik Cergeve 3. AB-Iran iliskilerinin arka plani, 4. ABD yaptirim politikalari:

Iran &rnegi 5. AB kuruluslarina iliskin veriler ve analiz 6. Sonug

Genel olarak bu calisma, yaptirimlarin gilincel bir sekilde siniflandirilmasina
yardimci olmayi, literatiirdeki boslugu doldurmay1 ve ikincil yaptirnmlarin Avrupa
Birligi tizerindeki etkisini 6zetlemeyi amaglamistir. Ayrica ¢aligma, {igiincii taraf
0zel kuruluslarin davranislarini kavramsallastirmaya yonelik bir girisimde bulun-

mustur.

Genel olarak, mevcut literatiir ikincil yaptirimlari ve bunlarin AB-iran iliskileriyle
etkilesimini yalnizca kismen ele almaktadir. Baz1 ¢alismalar iran Yaptirimlar ile
ilgilenirken, digerleri Iran'a yonelik yaptirim politikasmnin, Iran’nin bir ticaret or-
tag1 olarak Avrupa Birligi tizerindeki genel sonuglarini ele almaktadir. Fakat, liter-
atiirde ikincil yaptinmlarin kullanimi ve AB sirketlerinin AB'nin kendilerine iyi
olanaklar saglamasma ragmen Iran'la anlasmay1 reddettigi tekrarli durumlarla il-

gili bir bosluk bulunmaktadir.

Calisma, hedeflenen iilkeden ziyade tigiincii taraf lizerindeki etkileri tartismak i¢in
tasarlanmistir. Arastirma nitel arastirma, 6zellikle ikincil veri aragtirmasi yoluyla

yapilmigtir.

Bu ¢alismanin yaptirim politikalarinin her yoniinii kapsamadigini ve uygulanmasi

stirecinin etik olup olmadigini konularina girmeyecegini belirtmek énemlidir. Hal-
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thazirda literatiirde en popiiler konulardan biri oldugu i¢in de, genel olarak yap-

tirrmlarin verimliligi konusunda tartismalar yapilmayacaktir.

Metodoloji ve yontemlere baktigimizda arastirma, ikincil ve birincil kaynaklari,
veri tabanlarini, makaleleri, politika belgelerini, kitaplari, diisiince kurulusu rapor-
larin1 arastirmak ve konuyla ilgili daha fazla bilgi edinmek icin tasarlanmistir. Ni-
cel verilerin birincil kaynaklart acik erisimli veri tabanlar1 olan, ABD Hazine
Bakanligi, Medeni Cezalar ve Infaz Bilgileri- OFAC (Yabanci Varliklarin Kon-
trolii Ofisi) Yillara Gore Icra Eylemleri, Ozel Olarak Belirlenmis Vatandaslar ve
Engellenen Kisiler listesi ( “SDN Listesi”) Yaptirim Listesi Aramasi (Sanctions
List Search), Resmi Avrupa Istatistiklerini saglayan Eurostat veri tabani, Avrupa
Komisyonu tarafindan saglanan veriler, Uluslararas1 Para Fonu veri taban1 (IMF
DATA makroekonomik ve finansal verilere erisim) kullanilirken, ikincil kaynaklar
olarak ABD kongre raporlari, Avrupa Komisyonu raporlari, yaptirim teorisi, ikin-
cil yaptirnmlar ve diger ilgili konular hakkinda yazilan diislince kurulusu raporlari

ve kitaplar kullanilmistir.

ikincil yaptirimlar, yaptirrmi uygulayan devlet tarafindan, birincil yaptirimlarin
etkinligini artirmak icin {i¢lincii taraf kuruluslara uygulanan yaptirim tiiriidiir.
Pratikte yaptirimi yapan devlet, bireyler ve firmalar gibi iiglincii sahislarin yap-
tirirmda hedeflenen {ilke ile herhangi bir ekonomik faaliyette bulunmasini, onlari
kendi pazarindan ¢ikartarak engellemektedir. Bu ve diger bir¢ok yaptirim, farkli
yaptirim tiirlerinin ve bunlarin nasil uygulandiklarinin gosterilmesi agisindan

onemli olan ikinci boliimde siiflandirilmstir.

Ornegin, genel olarak, ikincil yaptirimlar ile iilke dis1 yaptirimlar arasinda bir
karigiklik olabilir. Yaptirimlarin iyi bilindigi yanilsamasina ragmen, birincil ve
ikincil yaptirimlar veya ikincil ve iilke disi, sektorel ve finansal yaptirimlar vb.
arasindaki farki soylemek genellikle olduk¢a zordur. Bu nedenle, bu boliim simdi-

lik cogu seyi agiklayan kiigiik bir kopya kagidi olarak nitelendirilebilir. Yaptirim-
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larin siirekli gelisiyor olmasi sebebiyle de, bu boliimiin en giincel ve kapsaml bil-
gilendirme yeri oldugunu iddia etmekten ziyade, daha yapilandirilmis hale ge-

tirme ¢abasi mevcuttur.

ABD'nin ikincil yaptirimlariin AB tizerindeki etkisine iliskin birincil aragtirma
sorusunu yanitlamak igin bu ¢alisma, AB'in iran ile ekonomik ve siyasi iliski-
lerini belirlemek i¢in kapsamli bir arastirma yapmustir. Bu, uzun vadede AB
ekonomisini etkileyen ekonomik iliskilerin ¢okiisiiniin diger olas1 nedenlerini or-
tadan kaldirmamizi saglamistir. Arastirmaya dayanarak, iki devlet arasindaki ticari
iliskilerin azalmasinin arkasinda ikincil yaptirimlarin uygulanmasindan baska bir
neden olmadigi sdyleyebiliriz. Aslinda, Avrupa Birligi iran ile iyi ekonomik il-
iskileri siirdiirmeye fazlasiyla istekli olup, iran ile ABD arasindaki sorunlarin
diizenlenmesine yonelik biliyiik emek sarfetmektedir. Avrupa Birligi, niikleer an-
lasmanin arkasindaki itici glic olmakla beraber, bu siire¢te ABD ile birlikte
hareket etmesine ragmen Iran'i anlasmada tutmak icin daha fazla miizakere
yapilmasi yoniinde girisim gostermektedir. Genel olarak bakildiginda Orta Dogu
ve Iran, ekonomik ve giivenlik konular1 dahil ancak bunlarla smirli olmamak kay-

diyla bir ¢cok nedenle AB i¢in olduk¢a onemlidir.

Trump'n niikleer anlasmadan ¢ekilmesinin ardindan AB ile Iran arasindaki ticaret
biiyiik 6lciide diistiigiinden, yaptirimlarin iran iizerindeki mikroekonomik etkileri
grafiklerde/rakamlarda kolayca gosterilebilir. Niikleer anlasmadan sonra (2016'da)
ticari iliskilerdeki %347'lik artis ve ardindan tekrar gelen %85'lik biiylime, AB-
D'nin aldig1 kararindan sonra adeta ¢okiis yasadi. AB tarafindan verilen verilere
gdre 2019 yilinda Iran'dan AB'ye yapilan ithalat %92,8 oraninda azalirken, Iran'a
yapilan ihracat ise %50min biraz iizerine kadar geriledi (D1s Politikalar Genel
Miidiirliigii, 2020). Iran'dan maden iiriinleri ithalat1 %99,7 oraninda azalma, genel
sanayi mallart i¢in de %95,5 diisiis gozlemlenirken, ihracatin durdurulmasi ne-
deniyle tahmini kayip 6,165 milyar EUR civarinda (2017 yilindaki ihracat miktar:
ile 2019 yilindaki diististen yola c¢ikilarak tahmin edilmektedir) gergeklesmistir.
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Ayrica, bu kaybedilen miktarin daha ¢ok gelecekteki kayip gelirlere bagli olarak
gerceklesecegi belirtilmektedir.

OFAC'n veri tabanm araciligiyla yapilan ayrintili aragtirma, yaptirim ihlallerini ve
OFAC''n AB merkezli sirketleri cezalandirmak i¢in aldigi onlemleri 6zetlemek
i¢in yapildi. Arastirmada Iran'la ilgili durumlarin yani1 sira ABD'nin Kiiba, Suriye,
Birmanya ve diger yaptirim programlarinin, AB merkezli sirketler tarafindan ihlal

etmesi sebebiyle ortaya ¢ikan vakalar da yer aldu.

Bulundugu iizere, 31 AB merkezli kurulus, bir tiir ikincil yaptirim olarak (Iran ve
diger yaptirim programlar1 kapsaminda) para cezasina ¢arptirildi. Ayrica OFAC'in
SDN yaptirim listesi iizerinden yapilan bu arastirmaya gore, Iran yaptirimlart ne-
deniyle SDN listesinde 88 “Avrupalr” kurulus yer almaktadir. Bu veri tabanindaki
arama, Avrupa Birligi liye {ilkelerinden herhangi birinde kayith varliklarin bulun-
dugu listenin incelenmesiyle gergeklestirilmistir. Hirvatistan'da listelenmis bir
tiizel kisilik bulunmaktadir, Kibris'ta 19, Fransa'da ise bu say1 dort iken SDN'de
listelenen isletmelerin mutlak “rekor” sayisi, 38 sirketle Almanya'da mevcuttur;
Bunu Yunanistan'dan iki, italya'dan ii¢, Liikksemburg'dan bir, Malta'dan 15 ve Hol-
landa'dan bir tiizel kisilik izlemektedir. Bu kuruluslarin ¢ogunlugunun, tim
diinyada yasaklanmis olan iran bankalarinin/sirketlerinin veya yurtdisindaki Iran'a
ait sirketlerin yan kuruluslari oldugunu belirtmek 6nemlidir. Avrupa kurumlarinin
ikincil bir yaptirnm olarak para cezasina carptirilmasi vakalar1 ise, SDN'deki

gercek listeden ¢ok daha yaygindir.

Tiim vakalara dayanarak, OFAC'in esas olarak Avrupali sirketlere, yaptirimlari
daha fazla ihlal etmekten ve SDN'de listelenmekten caydiran para cezalari yoluyla
ikincil yaptirimlar uyguladig tespit edilmistir. Bir bagka ilging not da, vakalarin
cogunun aslinda bankalarla ve bankalarin yaptirima tabi kuruluslar i¢in yaptigi

yasa dist islemlerle ilgili olmasidir. Bankalarinsa, kiiresel finans piyasasina er-
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isimlerini devam ettirmek icin yapilan sorusturmalara destek verme ve para cezasi

olarak milyonlarca dolar 6deme egiliminde oldugu goriilmektedir.

Avrupali kuruluglarin, ABD'nin, niikleer anlagsmadan ¢ekildigini ve daha 6nce kal-
dirilan yaptirimlari yeniden uygulamayi planlayan agiklamasinin ardindan, kendi
kendilerine yaptirim uygulamalar1 durumlarini tanimlamak tizerine de ¢aligsma ya-
pilmistir. Bu ve diger vakalar, ABD yaptirimlarinin AB ekonomisi {izerindeki etki-
lerini acgiklamak igin kullamlmistir. Eurostat'm sagladigi veriler, Iran ile AB
arasindaki niikleer anlasmanin ardindan kademeli olarak toparlanmaya baslayan
ticaretin ABD'nin geri ¢ekilmesiyle bozuldugunu gostermektedir. Yaptirimlarin
yeniden uygulanmasinin ardindan, AB'den ve AB'ye hem mal hem de hizmet itha-
lat1 ile ihracatinda keskin bir diisiis goriilmiistiir. Bu durum, AB'nin Iran'la iyi

ekonomik iligkileri stirdiirmeye istekli olmasina ragmen gerceklesmistir.

Oz-yaptirim, bu tezin arastirmadan sonra buldugu bir davramistir. Oz-yaptirim
kavrami, dogrudan yaptirima tabi olmayan iiciincii iilke merkezli sirketlerin, yap-
tirim1 yapan devletin sahip oldugu kapasite nedeniyle yaptirim uygulanan devlet
ve kurulusglari ile olan iliskisini kendi rizasiyla durdurmasi durumunu ifade etmek-

tedir.

Yaptirimlarin ¢ogunlugunun genellikle para cezalar1 seklinde gergeklesmesine
ragmen, sirketler varolan nadir vakalardaki gibi finansal sistemden kopmus, var-
liklar1 dondurulmus ve Amerikan Dolar ile uluslararasi iglem yapma hakki ol-

mayan firma statiisiine gelmemek i¢in panige kapilmig durumdadirlar.

Aslinda sadece birka¢ Avrupa tiizel kisilerine tam ikincil yaptirimlarin uygulan-
mas1 vakalarma rastlanilmasina ragmen, Oz-yaptirnm, AB ile Iran arasindaki
ekonomik iligkilerin canlanmasini durduran temel sorundur. Verilere yakindan

bakacak oldugumuzda, ikincil yaptirimlar, beraberinde getirdigi belirsizlik ne-
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deniyle etkili olmaktadir. Sonu¢ olarak, AB sirketleri, ABD'den yaptirim
muafiyeti alma segenegi olsa bile, kendilerini olas1 sorunlardan korumak icin 6z
yaptirim yapmay1 tercih etmekte, ki bu da siireci birinin kazanmasinin digerinin

kaybetmesi haline, yani sifir toplamli bir oyuna doniistiirmektedir.

ABD'nin niikleer anlasmadan c¢ekilmesinden sonra AB merkezli sirketlerin
davraniglarin1 ele alan Bolim S'te 6z-yaptirnma iliskin daha ayrintili veriler

saglanmistir.

Bahsedilmesi gereken bir sonraki nokta ise dnyargidir. AB-iran ekonomik iliski-
lerinin ¢Okiisiiniin arkasindaki asil nedenin yaptirimlar oldugundan emin olmak
icin Onyargmin ortadan kaldirilmast gerekmektedir. Ticari iliskilerin ¢okiisiiniin
arkasindaki olas1 sebeplerden biri de pandemiydi. Covid-19 nedeniyle AB'nin ge-
nel olarak ihracat ve ithalat1 azaldi, bu da Iran ile ticaretin de bir miktar azaldig1
anlamina gelmektedir. Ancak bu durum, 2020 i¢in ve 6zel olarak Mart ve Nisan
aylar1 arasinda gecerliyken, iran ile AB arasindaki ticari iliskilerindeki diisiis
2018'de ABD'nin tiim yaptirimlarini yeniden uygulamastyla basladi. Bunun disin-
da, boyle bir sonuca yol agabilecek baska bir sebep bulunmamaktadir. Ayrica,
Avrupa Birligi liye devletlerinin, Amerikan yaptirimlarindan siyrilmak icin gesitli
¢dziimler iiretmeye ¢alismasi, AB'nin Iran'la ekonomik baglarini siirdiirmeye iste-

kli oldugunu gostermektedir.

Genel olarak, birincil hedef devlet oldugu igin yaptirimlarmn iran iizerindeki etk-
isini izlemek oldukga basittir. Ancak yaptirnmlarin Avrupa Birligi gibi {igiincii
taraflar iizerindeki etkilerini degerlendirmek daha karmasiktir. Bu karmasikliga
ragmen hedef devletin, kiiresel ekonomiye entegrasyon diizeyine bagli olarak,
kendisine uygulanacak herhangi bir devlet yaptiriminin diger devletlere de sigray-
acag1 asikardir. Bu kiiresellesmis diinyada, bir devletin ekonomisindeki degisim

kacinilmaz olarak bir bagka iilkeyi de etkileyecektir. Bununla birlikte, etkinin izini
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stirmek ve devletin tam olarak nasil etkilendigini gérmek de olduk¢a zordur.
Avrupa Birligi cercevesinde yapilan bu calisma, iran ile genel ticaret egilim-
lerinde, yaptirnmlardan oncesini ve sonrasini analiz ederek, meydana gelen ani
degisiklikleri belirlemeye calisti. Ancak, bir biitiin olarak AB ekonomisi iizerinde-
ki etkiyi degerlendirmek daha karmasik olacaktir. Mantiken konusursak, her sey-
den once Avrupa Birligi, enerji pazarini ¢esitlendirmekle acik¢a ilgilendiginden,
AB enerji sektorii bu siireten etkilenmis olabilir. Ikincisi, AB merkezli sirket-
lerin, Iran'la/iran'daki yapmis olduklari projelerine yatirdiklar1 biiyiik miktarda
paray1 kaybetmeleri ilizerine de AB’nin ekonomisi dolayli olarak etkilenmistir

oldugu soylenebilir.

Yapilan ¢ikarimlar, esas olarak ABD hazine veri tabanindan alinan nicel verilere
dayanmaktadir. Oz-yaptirnm kavraminin gelismesi icin ise daha fazla tam
tesekkiillii nitel/nicel ve deneysel calismalar yapilmali, gercekliginin kanitlan-
mast, bu olusumun gerceklesmesi icin gereken biitiin kosullarin bulunmasi
gerekmektedir. Bu ¢alisma, bdyle bir kavramin varligini 6nerisel olarak one siiren

bir niteliktedir.

Bu caligmanin 6nemine deginecek olursak. Bu arastirma, yaptirnmlarin ii¢lincli
taraflar ve ozellikle AB {izerindeki etkisine iliskin mevcut literatiirdeki boslugu
doldurmakla kalmayip, genel olarak yaptirimlar ile ilgili ¢caligmalara da katki
saglamaktadir. Ayrica bu aragtirma siyasi iktisatin ¢ok Otesine gegmesi nedeniyle
onemlidir. Diisiinlince ABD, bu ¢ok kutuplu sistemde daha az siyasi kapasiteye
sahip olmasi nedeniyle ekonomik araglar1 daha sik ve siddetli bir sekilde kullan-
maktadir. Bu sorun, uluslararasi sistemin yapisinin 6ziine kadar inmektedir.
Ciinkii ¢ok kutuplu yapida aktorler, ya bir kutup etrafinda donmek zorundadir ya
da tamamen o kutuptan uzak durmasi gerekmektedir. Bu durum, AB ile ABD
arasindaki gerilimlere ragmen halen Avrupa Birligi'nin ekonomiyi siyasi alandan
ayirmaya devam etmesinin nedeni olarak goriilebilir. Cin'in giderek gili¢glenmesiyle

birlikte diger aktorlerin de zamanla bu siirece dahil olmasi ve karar almasi1 bek-
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lenmektedir. Ayrica, literatiire bakildiginda, yarim o6nlemler uyguladigi goriilen
Avrupa Birligi’nin bu etkisiz reaksiyonel eylemlerinin arkasindaki ana sorun da

bu sistemin kendisidir
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