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Part I

Persian Gulf in turmoil political and
economic dimensions



Introduction
Hooshang Amirahmadi and Nader Entessar

The Persian Gulf is arguably the most volatile and militarized region in the Third
World. The combination of political volatility and militarization has made the
Gulf susceptible to outside intervention and regional power plays. The eight-year
war between Iran and Iraq, [raq’s invasion and occupation of Kuwait on 2 August
1990 and the US-led war against Iraq in defence of American interests, the Saudi
monarchy and the al-Sabah rule in Kuwait are concrete examples of the
aforementioned reality.

The crisis in the Persian Gulf generated by Iraqi President Saddam Hussein’s
gamble on Kuwait has provided the United States with a window of opportunity
to establish, in the words of one analyst, ‘strategic bridgeheads, secure the Gulf,
and ensure that it retains a virtual monopoly on global violence’.! US troop
deployment in the region under the rubric of Operation Desert Shield, and their
successful use against Iraq in Operation Desert Storm, will test the principles of
the emerging Bush Doctrine. This doctrine envisions a post-Cold War global
arrangement dominated by the United States, with western Europe, Japan and the
former Soviet Union acting as junior partners. As stated more bluntly by Michael
Vlahos, director of the US State Department’s Center for the Study of Foreign
Affairs:

If we marched right into Baghdad, brought Saddam Hussein back in a cage
and paraded him down Pennsylvania Avenue, the world would take notice.
We would have great freedom of action in the world for the next 10 to 20
years,... People would truly respect us, and if we said that we didn’t like
what they did, they’d sit up and take notice.?

Far from creating a world submissive to the will of Washington, this hegemonic
conception of the USA’s re-emerging global role could, in the long run, lead to
lawlessness, chaos and instability. This is especially true in the volatile region of
the Middle East. Therefore, it is imperative that the littoral states of the Persian
Gulf take serious steps to form regional security arrangements to guarantee the
security and territorial integrity of all states in the area, and to obviate the need
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for any future outside military intervention which invariably will lead to
disastrous consquences for the region.

When President George Bush dispatched US troops to Saudi Arabia in August
1990, he identified four goals for US policy in the region:

1 unconditional withdrawal of Iraqi forces from Kuwait

2 restoration of the al-Sabah family as the legitimate government of Kuwait

3 protection of the lives of American citizens in Kuwait and Iraq

4 defence of Saudi Arabia and a commitment to the security and stability of
the Persian Gulf region.’

Along with other US officials, he also spoke of Saddam’s danger to world peace
and ‘American way of life’.

It is the Persian Gulf security objective that may have farreaching and
unpredictable implications for regional stability. As President Bush has made it
clear, the United States plan to use its military victory in the Persian Gulf to
justify establishing a long-term and permanent military presence in the region.
Thus, the first among the four objectives he outlined for the post-war Middle East
was ‘to create shared security arrangements in the region’, which in President
Bush’s word means ‘American participation in joint exercises involving both air
and ground forces’, and ‘maintaining a capable US naval presence in the region’.
The other three objectives included ‘to control the proliferation of weapons of
mass destruction and the missiles used to deliver them’, ‘to create new
opportunities for peace and stability in the Middle East by ending the Arab-
Israeli conflict and solving the Palestinian problem based on the United Nations
Security Council Resolutions 242 and 338 and the principle of territory for peace’,
and to ‘foster economic development for the sake of peace and progress and
economic freedom and prosperity for all people of the region’.*

Whatever the form and contents of the regional security system, the players in
the Persian Gulf will have to include such countries as Iran, Iraq and the Gulf Co-
operation Council (GCC) states. However, the initial proposals for the Persian
Gulf security system did not envision any role for Iran or Iraq. While Iraq may
not be an important player for the immediate future, Iran has emerged stronger
from the crisis as its old nemesis became militarily neutralized. Additionally,
Iran is a country with significant resources and potentials, including a large
population of 57 million, a sizeable military force, the longest coastline with the
Persian Gulf than any single state in the area and a unique geographic position in
the strategic Strait of Hormuz. If past experience is of any indication, Iran will
continue to preserve its national security interests in the area. Thus, it is likely
that Iran will re-emerge as a pivotal country in shaping the contours of regional
politics in the twenty-first century. It is for these reasons that this book has an
Iran-centred approach to the issues of regional diplomacy and post-war economic
recovery.
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The book focuses on four major themes: Islam and revolution, economic
destruction and reconstruction, Iranian-Arab relations and the superpowers and
Iran. The contributors have presented differing perspectives to analyse these
issues and indicate possible future developments. The following conclusions
emerge: first, influence of the Iranian Revolution has gone well beyond Iran to
effect internal developments in other nations in the region; such influence,
however, has not produced any significant permanent political-economic change
in the region. Second, despite its economic decline in the post-revolutionary
period, Iran may emerge as a regional economic power in the near future as it
changes its policies toward a more outward-looking strategy. Third, Iranian
posture vis-a-vis the littoral states of the Persian Gulf has had little consistency in
the past; more recently, however, elements of pragmatism have begun to
dominate Iranian regional policy. Fourth, the Iranian foreign policy principle of
‘Neither East Nor West’ had the effect of antagonizing both superpowers,
although in practical terms it had a limited application. In short, gaps have
existed between the actual performance and the potential in the realm of
economics as well as between policy pronouncements and the practice of
regional diplomacy in the Islamic Republic. The resulting contradictions have
become major causes for the recent changes in Iran toward more pragmatism and
conventionalism in both economic and foreign policy arenas.

In Part II of the book, the role of Islam and the significance of

Iran’s Islamic Revolution are examined. Nikki Keddie identifies historical
reasons for the emergence and continuation of revolutionary thought and action
in modern Iran and treats Iranian Revolution in historical perspective. Keddie’s
chapter also provides a succinct overview of the historical role of the ulama
(Muslim clerical scholars) in opposing foreign domination of the country. The
1890-2 Tobacco Revolt is illustrative of how the Shi’a clerics led a mass-based
rebellion against Nasser ed-din Shah’s tobacco concessions to the British. The
1978-9 Islamic Revolution against the Pahlavi monarchy should not be
interpreted as an isolated case but as the logical continuation of mass-based
revolts against oppression and the foreign domination of Iran for much of the
twentieth century.

Among the political ulama in contemporary Iran, Ayatollah Khomeini
occupies a very special place: he was not only the leader of the Islamic
Revolution in Iran but also the ideologue of the Islamic Republic. George
Linabury’s chapter examines Ayatollah Khomeini’s legacy and the impact of his
teachings on Islamic resurgence throughout the Middle East. Externally,
Khomeini’s legacy continues to be felt in the Islamic world through word of
mouth, journals and periodicals, and Islamic groups of diverse political make-up
and ideological orientation. As Linabury notes, Khomeini’s Shi’ism did not
diminish the relevance of the Iranian Revolution for the Sunni Arabs. This was
so because the significance of Iran’s Islamic Revolution did not lie in
Khomeini’s religious exegesis but in the political message of the Revolution
conveyed to the Arab masses: that Islam can be used as an effective tool by the
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mostazafin (the oppressed) against the mostakbarin (the oppressors). However,
the potency of this message may be diminishing as his successors in Iran move
increasingly away from the ideology toward conventional policies and attempt to
reintegrate Iran into western capitalism.

A second important legacy of Ayatollah Khomeini has been the
institutionalization of velayat-e faqih (government of just jurisprudence). This
institution, either in its one-man dominant format or in any future collective
format, has till now defined the raison d’étre of the Islamic Republic. Its major
effect is to subordinate the wisdom of a whole nation to the wisdom of a single
person or a small collective. Even when the Ayatollah was alive, some religious
authorities took issue with the institution and questioned its validity in Islam.
Even its defenders had at times defined it differently from the Ayatollah.
Whether the institution will survive in its present form for any long period of
time remains to be seen; as the government closes its gaps with the west and the
secular Iranians, pressure for some kind of modification in the institution has
increased.

Perhaps no single Arab country has been more influenced by Ayatollah
Khomeini’s teaching and the Islamic Revolution than Lebanon. Augustus
Richard Norton’s chapter analyses the impact of Iran’s Islamic revival on the
Shi’a community of Lebanon. As Norton argues, the Shi’a community, the single
largest group in Lebanon, had been ignored by most western observers of that
country until the victory of the Iranian Revolution. The awakening of Lebanon’s
Shi’a community catapulted its members from an ignored religious and ethnic
minority into an object of sensational reporting. In the west, the Shi’a also became
synonymous with terrorism. Norton sets out to rebuke a number of myths
associated with popular reporting about and perception of the Shi’a in the west.
He traces the development of the political ideology of Shi’ism in its Lebanese
context. The role of the traditional zu’ama (political bosses) and the subsequent
decline of their influence among the Shi’a masses paved the way for the
establishment of two non-traditional Shi’a political groupings—AMAL and Hizb
Allah (Party of God).

Both of these organizations started with Iranian assistance and leadership, but
Hizb Allah is today more closely aligned than AMAL with Iran’s foreign policy
objectives in the Middle East. Although the Iranian Revolution galvanized the
Shi’a community, Israel’s invasion of Lebanon in 1982 had a great impact on the
politicization and radicalization of Lebanese Shi’as. This was particularly true in
the case of the Shi’as of Southern Lebanon where their livelihood and communal
life were totally disrupted by the Israeli attacks and periodic raids on the Shi’a
villages. Despite sacrifices, the Lebanese Shi’as are no better off in the early
1990s than they were back in, say, 1980; as Iran changes its foreign policy
direction, they will become increasingly isolated in Lebanon and in the Middle
East.

A major consequence of the Islamic Revolution in Iran was the Iran-Iraq War,
which left a devastating impact on the Iranian and Iraqi economies. In Part III
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Iran’s economic problems, impact of the Iran-Iraq war, and the country’s
reconstruction plan are examined. Inclusion of similar chapters on Iraq became
undesirable as the impact of the subsequent US-led war against Iraq makes the
Iraqi losses from the previous war look insignificant. According to a United
Nations’ report prepared by Martti Ahtisaari, the Under-Secretary-General:

The recent conflict has wrought near apocalyptic results upon the
economic infrastructure of what had been, until January 1991, a rather
urbanized and mechanized society. Now, most means of modern life support
have been destroyed or rendered tenuous. Iraq has, for some time to come,
been relegated to a pre-industrial age, but with all the disabilities of post-
industrial dependency on an intensive use of energy and technology.’

The Iran-Iraq War was ‘demonstrably different from other intra-Third World
wars in terms of its destructiveness and its unique alliance formations’.® Iraq,
supported by the pro-western Arab states, particularly Saudi Arabia, Egypt and
Kuwait, portrayed its war against Iran as a ‘historic defense of Arab sovereignty
and rights against the marauding Persians’.” Iran, on the other hand, justified the
continuation of the war in terms of defending the homeland, punishing the
aggressor, and replacing the Ba’athi regime of Saddam Hussein. When the guns
finally fell silent, neither country was able to achieve its stated goals. In human
terms, more than 600,000 people died or were severely injured and maimed as a
result of the war. Millions were also displaced, made homeless or lost their jobs
and sources of livelihood. In economic terms, damage to each country’s
infrastructures, plants, and other means of production have been staggering.?

The war, which started with Iraq’s simultaneous air and land attacks against
Iranian economic and military targets on 22 September 1980, ended on 20
August 1988 with Iran’s acceptance of a UN sponsored cease-fire (Security
Council Resolution 598). While a formal peace treaty has not been signed
between the two countries, tension between them has declined despite a
resurgence of hostility at the end of the US-led war against Iraq and the
subsequent short-lived Iraqi civil war. They established diplomatic ties in
October 1990 following Iraq’s acceptance of Iran’s principal demands, including
the principle of a thalweg line for Shatt al-Arab (mid-channel of the river as the
boundary demarcation between the two countries). This change in Iraq’s position
occurred after Saddam invaded and then annexed Kuwait and decided to secure
Iraq’s borders with Iran.’

Hooshang Amirahmadi’s chapter on the Iranian economy begins with an
analysis of the war destruction which also had far-reaching implications for the
country’s oil revenue, Iran’s economic life blood. The officially estimated total
economic damage (direct and indirect) is given at about $870,000 million (at
official exchange rate of Rls 75/US$; free market rates for most of the post-
revolutionary period has been above Rls 1,000/US$). To compare, over the 1979—
89 period, Iran made less than $145,000 million in oil revenues. Amirahmadi
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also provides a preliminary assessment of the damage wrecked on the economy
by the June 1990 earthquake. In the final part he focuses on eight sets of
imbalances from which the economy suffers the most. As Amirahmadi
demonstrates, the post-revolutionary Iranian economy has experienced significant
turbulence and decline and needs a considerable injection of money and material
to return to normal and then start to grow again. In addition to the war, he blames
fluctuations in oil revenue, western economic embargoes, the Shah’s economic
legacy, domestic political factionalism, and erratic economic policies for the
performance of the economy.

In Chapter 5 Amirahmadi focuses on the First Five-Year Economic, Social
and Cultural Development Plan of the Islamic Republic of Iran (1989-93). The
plan intends to stabilize the economy and structurally adjust its imbalances in the
hope of normalizing the war economy and then leading it toward a growth path.
An account of policy changes in the wake of the Persian Gulf crisis is also given.
Initially, the plan had envisioned an import-substitution industrialization based
on maximum utilization of the existing capacities and completion of unfinished
projects. This was changed into an export-promotion industrialization based on
extended co-operation with the west and the states in the region. The chapter is
concluded with an assessment of prospects for economic growth in Iran. While
Iran is a resource-rich country with proven potential for growth and economic
leadership in the Middle East, the success of the pragmatists will depend on a set
of conditions in foreign policy, foreign exchange, human capital, domestic
politics and structural bottlenecks.

The Islamic Revolution and the Iran-Iraq War also led to a complete
restructuring of Iran’s regional diplomacy and of its relations with Arab
countries.' Thus, Part IV focuses on regional diplomacy and explores various
security dimensions of Iranian-Arab and inter-Arab regional relations.
Anoushiravan Ehteshami’s Chapter 6 details Iran’s foreign policy towards the
Arab states. As he notes, two major interrelated themes dominated Arab-Iranian
relations during the Shah’s reign: the Shah’s de facto recognition of the newly-
created state of Israel, and the intense rivalry between the Pahlavi monarch and
Egyptian President Gamal Abdul Nasser for influence in the Middle East, in
general, and the Persian Gulf, in particular.!! Acrimonious ties between Tehran
and Cairo gave way to the development of closer relations between Iran and
Egypt after Anwar al-Sadat’s accession to power in 1970. Sadat’s abandonment
of Nasser’s policies of pan-Arabism and non-alignment in favour of an
American-oriented and accommodationist foreign policy eventually led to the
establishment of a Tehran-Cairo-Tel Aviv axis.

The foundation of this western ‘pillar of stability’ was shattered when the
Shah was overthrown in 1979. Notwithstanding the strident rhetoric of the
Islamic Republic’s foreign policy, post-revolutionary Iranian foreign policy has
displayed both pragmatic and ideological dimensions. For example, Iran’s
accommodationist policies towards Turkey, Pakistan and the lower Gulf states
reflect Tehran’s pragmatism in dealing with some of its neighbours.!> However,
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Iran’s opposition to Saudi Arabia and Egypt until recently highlighted the
ideological aspects of the Islamic Republic’s foreign policy.

The balance between the pragmatic and ideological dimensions of Iran’s
foreign policy has been attained through the complex interplay of external and
internal factors that have shaped political dynamics in post-revolutionary Iran.
With the strengthening of President Hashemi Rafsanjani’s coalition and the re-
establishment of diplomatic relations between Tehran and many of its erstwhile
enemies, pragmatism seems to have become a more important factor than
ideological considerations in shaping the contours of Iran’s emerging foreign
policy. The Kuwaiti crisis was without doubt a major turning-point: as
Amirahmadi has shown, the leadership in Tehran used the crisis as an
opportunity to close gaps not only with its Arab neighbours but also with the
west. This was accomplished by a policy largely in accord with that of the anti-
Iraq coalition. In particular, Iran supported all UN resolutions against Iraq
including the one authorizing the possible use of military force, demanded Iraq’s
total and unconditional withdrawal from Kuwait and continued to recognize the
legitimacy of the al-Sabah family rule in Kuwait. Iran also remained
neutral during the war and rejected the call by the radical Islamic movements for
a ‘holy war’. At the end of the war, Iran also supported the anti-Saddam
uprisings by the Iraqi Shi’as and the Kurds."3

M.E.Ahrari’s Chapter 7 examines the role of the Gulf Cooperation Council
(GCC) in Gulf security. The GCC, which was established in 1981 by the pro-
western conservative regimes of Saudi Arabia, Kuwait, the United Arab
Emirates, Oman, Bahrain and Qatar, was intended inter alia to shield its member
states from the spill-over effects of the Iran-Iraq War.'# Because of the GCC’s
heavy reliance on the west in general and the United States in particular, the
organization was viewed by Tehran as a scheme to isolate and contain the
Islamic Republic. The GCC’s pro-Iraqi posture throughout the Iran-Iraq War
further enhanced Iran’s suspicion of the ultimate policy objectives of this
organization. From the outset, Saudi Arabi’s domination of the GCC and
Riyadh’s hegemonic ambitions turned this organization into an extension of
Saudi Arabia’s foreign policy in the region, thereby exacerbating growing
tensions between Tehran and Riyadh. The GCC’s inability to defend the member
states became apparent when Iraq invaded Kuwait. While the organization has
survived the crisis because of the Allied intervention on its behalf, its viability as
a defensive system is now universally questioned. The GCC now looks on to the
west and Iran for a shared security arrangement for the Persian Gulf, a
development Iran has widely welcomed.

Nader Entessar’s Chapter 8 analyses the destabilizing effects of the military
asymmetry between Iran and the Arab countries of the Persian Gulf. He proposes
three specific ways through which regional stability can be enhanced:

1 building a comprehensive regional common security system
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2 reducing offensive capabilities of the countries of the region while
enhancing their defensive capabilities
3 enhancing the peacekeeping role of the United Nations

Clearly, regardless of which form is selected and followed, regional security
would have to be ultimately tied to domestic conditions in the states of the
region. Often, regional conflicts have been rooted in domestic inadequacies and
difficulties of the regimes to cope with them. Intra- and inter-state inequalities
and lack of political democracy have often played a major destabilizing role in
the Middle East.

Superpowers and external interventions have also played significant roles in
regional conflicts and instability. Part V discusses the policies of the two
superpowers towards Iran and examines the impact of these policies on regional
stability. Mohsen Milani’s Chapter 9 analyses the USA’s confrontation with
Iran’s Islamic Revolution. As Milani contends, active animosity towards
revolutions has been one of the most enduring characteristics of US foreign
policy in the Third World. Washington’s obsession with reversing the course of
events in Iran was in line with the antirevolutionary and status quo orientation of
US foreign policy.”” TIronically, this policy, Milani indicates, led to
institutionalization of radicalism in the country; a different course, he implies,
would have been more helpful to the moderates and the liberals.

In a broader sense, Washington’s sabre-rattling and confrontational policies
towards Iran reflected a ‘new mood of alarm and anger’ towards Third World
revolutionary regimes.'¢ The concrete manifestation of this bellicose mood has
been the alarming neglect of the art of diplomacy in favour of ‘quick fix’ military
solutions to Third World crises. The USA’s combined strategy of military
strength and political weakness has led to Washington’s ‘regular need to resort to
violence’ when it intervenes in Third World areas.!” As Milani states, short of
military solutions, the USA’s foreign policy institutions have yet to develop any
coherent mechanisms for dealing with revolutionary societies.

US-Iranian relations continue to be suspended at the start of 1992. Twelve
years after the hostage crisis and three years after the ‘tankers war’ in the Persian
Gulf, the two governments continue to suspect each other. The US hostages in
Lebanon (eventually released in December 1991) and the Iranian frozen assets in
the USA were the remaining sticky issues. On balance, however, and as
Amirahmadi writes in Chapter 5 on reconstruction, ‘relations improved as the
two governments’ views converged during the Kuwaiti crisis’. Some Iranian
government officials have even called for a ‘marriage of convenience’ between
the two countries.'® While the USA has remained cool to such invitations, the
Bush administration is expected to be more responsive in the future as the
leadership in Tehran repudiates many of its past anti-United States policies and
develops a free market economy open to the capitalist world market.

In the final chapter, Mohiaddin Mesbahi examines change and continuity in
Soviet-Iranian relations within the context of the Soviet Union’s diverse interests
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in the Persian Gulf and the Indian Ocean. Historically, Soviet-Iranian relations
have been influenced by a set of complex factors that have included ‘Russian
proximity to Iran, great power politics, the state of international politics, and
domestic conditions in both Russia and Iran’.!® Furthermore, Russian foreign
policy behaviour towards Iran has displayed two characteristics, the ‘maximalist
goal of dominating Iran and the minimalist goal of preventing its domination by
a rival power, or at least securing a share for itself’.20

Iraq’s attack on Iran in September 1980 and the resulting eight-year war
between these two countries greatly complicated Soviet policies in the region as
reflected in Moscow’s shifting behaviour during the Gulf War. As Mesbahi
observes, the period 1980-2 was marked by ‘strict neutrality’ in Soviet
behaviour towards the two belligerent states. Moscow had hoped that Iran’s
success in repelling the Iraqis from Iranian territory would lead to a peaceful
political settlement of the conflict. When Iran refused to accept Iraq’s peace
offers, the Soviet’s stance shifted to one of ‘active neutrality’. From 1982 to
1986 the Soviet Union urged both sides to terminate hostilities while at the same
time Moscow embarked upon a policy of strengthening Iraq’s military
capabilities to prevent its collapse. From 1986 to 1988 the Soviets tilted heavily
towards Irag as Moscow became convinced that only Iraqi victories on the
battlefield would force Iran to accept a cease-fire.”!

In the post-cease-fire period, the Soviets sought, albeit unsuccessfully, to
mediate between Iran and Iraq and offer their good offices. The Soviet Union’s
policy was predicated on the premise that Iran would help Gorbachev extricate
himself from the Afghanistan quagmire. Moreover, Moscow had toyed with the
idea of creating a ‘common Central Asian home’ whereby the Soviet Union
would strengthen its political and economic links with the Gulf countries. This
idea seems to have been dropped for the time being as Moscow struggles with its
myriad of domestic upheavals and as the Gulf region tries to adjust to the
vagaries of the Gulf crisis.

The increasing role of Islam and Islamic revivalism, coupled with secessionist
movements in Central Asia and the Caucasus also had an unsettling impact on
long-range Soviet policies towards the Gulf region. As the uprisings in Soviet
Azerbaijan demonstrated, Moscow became extremely uneasy about the prospects
of sustained contacts between Soviet and Iranian Azeris. While it was true that
both Tehran and Moscow shared common aims in maintaining stability along their
shared borders, the secessionist tendencies among the Soviet Azeris were
substantially stronger than they were among their Iranian counterparts.
Consequently, the Soviets were reluctant to allow unhindered contacts between
the Iranian and Soviet Azeris. After two months of negotiations with Iranian
authorities, in November 1990 Moscow signed an agreement allowing the
establishment of permanent border openings near Astara city in north-west Iran
and permitting visits lasting no more than fifteen days between Iran and Soviet
Azerbaijan.??
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Finally, the repercussions of Iraq’s invasion of Kuwait, the changing regional
balance of power, the presence of US troops so close to Soviet borders, and the
still-evolving post-Cold War international order will continue to shape the
contours of Moscow’s Gulf policies. Although the Soviet Union supported the
United States’ posture towards Saddam Hussein, many Soviet officials expressed
grave concern about the ultimate aim of US military objectives in the region.”?
How the Russians manage to balance their desire to maintain good relations with
the United States while maximizing their long-term interests in the Gulf will
largely determine Moscow’s foreign policy posture in the region.

To sum up, this book demonstrates the complex intricacies of Iran’s domestic
problems and policies as well as its external relations. The post-revolutionary
period in Iran has witnessed an extraordinary turn of events, most of them
unfavourable for Iran’s long-term development and standing among the
community of nations. The Revolution has also had significant impact on the
neighbouring states but such influences have not produced any lasting positive
results in the region. The move away from ideology and radicalism and towards
a more pragmatic and conventional domestic and foreign policy is hoped to
reverse these unfavourable results for better. Iran is a resource-rich nation with
great prospects for economic growth and potential for political leadership in the
Middle East. Whether the nation will be able to fully materialize its potential
under the present pragmatist leadership will largely depend on a complex of
factors that originate from domestic and international politics and the economic
reconstruction plan. Meaningful reforms in both of these areas are preconditions
for a better future for Iran and, by extension, its neighbours.
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Part 11

Islam and Revolution



Chapter 1
Why has Iran been revolutionary?
Nikki R.Keddie

In a 1983 article I compared Iran’s revolutions with other great world
revolutions, and also compared and contrasted the Iranian constitutional
revolution of 1905-11 with its Islamic Revolution of 1979.! Here I wish to look
in a different way at the history of revolts and revolutions in Iran since 1890, and
pose the question of why Iran has, overall, been so revolutionary, having more
revolutions and rebellions than other Muslim countries, and more than all but
one or two Third World countries. The comparison in this chapter is not with
western revolutions or between Iranian revolutions but rather a comparison of
Iran with other Muslim and other Third World countries.

First, as to the factual nature of this comparison (which I first made in a
conference paper delivered before the autumn of 1978, when Iran’s revolutionary
nature was not so clear): Iran, alone among Muslim countries, has had a series of
large and at least temporarily successful movements involving large numbers of
urban-dwellers in mass political activity. Two of these, that of 1906 and that of
1979, involved a forceful change in the form of government, and hence are
generally called revolutions. Two others were nation-wide mass movements that
forced the powers that be to retreat significantly: the tobacco protest of 1891-2
and the Mosaddeq oil nationalization movement that took power in 1951-3. In
addition, there were a number of regional social movements, especially in the
north, that can be called revolts, and often scored temporary victories. No
Muslim country besides Iran has such a string of modern revolts and revolutions.
Outside Iran major governmental changes have generally been achieved by
military coups. When these coups have represented new social ideas and forces
and have thrown out monarchies they are often called revolutions: as in the case
of Naguib and Nasser in Egypt in 1952; Qassem in Iraq in 1958; Qaddhafi in
Libya in 1969, but, whatever their mass ideological support, they did not come
into power on the basis of a large mass movement. Nor are there earlier
successful movements in these countries to compare with the Iranian tobacco
movement and constitutional revolution. The closest thing to a change in power
base via a mass movement probably occurred in Turkey after the First World
War, where the movement to retake Turkish territory from the Allies, though
primarily a military one, had the character of a mass military movement
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supported by a civilian population, not of a coup. The end of the sultanate and
the Ottoman system followed.

If there is a Third World country with an equally rebellious and revolutionary
modern history it is not to be found in the Muslim world but is probably China.
The massive Taiping peasant revolt of the mid-nineteenth century was crushed
with western help, but at the beginning of the twentieth century revolts
reappeared with the so-called Boxer Rebellion, whose main feature was anti-
foreign. Then ensued the 1912 revolution which overthrew the Manchu Dynasty
and, in theory, established a constitutional government. This was followed by
not only ‘warlord’ divisions, but also the rise of a nationalist plus communist
coalition in the Kuomintang movement of the 1920s. Later there was created an
autonomous communist region in China from the 1930s, culminating in the 1949
communist victory. Can we find any hints about Iran’s special status as a
revolutionary nation in looking, as I have never seen done, at what Iran and
China may share that less revolutionary nations do not? This will certainly not
answer the entire question of why Iran is revolutionary, but it may provide a
start.

First, we must grant that Iran is very different from China in a number of
important ways. Iran is very arid, which largely accounts for its large pastoral
nomadic population, and, outside two northern provinces with heavy rainfall, it
lacks a densely populated and organized peasantry. Chinese Neo-Confucianism
and popular religion are nothing like Iranian Shi’i Islam, so that the most
obvious aspects of the two cultures are very different. There is, however, a
cultural similarity that lacks a label—a sense of national cultural cohesion and
history that precedes, though it feeds into, modern nationalism. China and Iran
are both countries with a long cultural identity within approximately similar
borders, and though the Iranian identity has sometimes been seen in Shi’i
religious terms, more than in national terms, it was still strongly felt. Such a
recent phenomenon as the widespread tendency of illiterates to recite long
passages of classical Persian poetry is but one part of this. In relation to the Middle
East one may say that Iranian nationalism was the least ‘artificial’ of all the local
nationalisms, as it reached back to the two great Iranian pre-Islamic empires,
mainly via the written version of the Persian epic, the Shahnameh, which was
widely known to and recited by illiterates.

Long cultural identities do not of themselves encourage revolution, but they
can do so when they are combined with a heavy western imperialist presence,
which is seen as an attack on the strongly held identity. It is significant that both
China and Iran remained formally independent in modern times, but that both
had a maximum of western imperialist penetration and manipulation. Iran was
central to the British-Russian struggle for influence in the east until 1917, and
since 1945 the USA has become the third, and usually predominant, power,
vying for control and profit. In China to these countries were added Japan and
Germany. It seems likely that this type of intensive and competitive manipulation
for influence encourages protest and revolutionary movements, directed largely
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against foreigners. This is particularly the case in countries with a strong sense of
their own cultural unity and worth, like China and Iran. Every Iranian revolt had
a strong anti-foreign cultural and political content, and so too, sometimes to a
lesser degree, but very strongly in the Boxer Rebellion, did the Chinese
movements. A strong sense of identity and the worth of one’s own culture helped
make both countries more than usually ‘anti-foreign’.

An important point about Iran and China is that both had more than one
foreign power heavily engaged in trying to control them at the same time. This
differentiated them from, say, Egypt and Turkey through most of their modern
history. Indeed in Egypt during the period when the British and French were
vying for influence there ensued the rebellious Urabi movement. Once a single
country takes over, whether or not formal independence is kept, the country is
generally more thoroughly controlled, and only in the final stages of an anti-
colonial movement does a revolt sometimes appear. The destabilizing potential of
foreign rivalry in one country is indicated in Iran’s tobacco movement, where
the Russians actively backed the protestors against the British, and in the
constitutional revolution, where the British helped the revolutionaries in the early
and anti-Russian stages of their revolt. Hence, the existence of a stage of heavy
foreign intervention (intermediary between direct colonial occupation and
insignificant western penetration), plus the heavy presence and rivalry of more
than one western power can be seen as encouraging revolt, particularly in
countries with strong cultural identities, which makes them more than usually
hostile to large-scale western penetration.

A second factor in Iran’s history of mass revolutions would appear to be the
nature of Iranians’ cultural identity, as contrasted to that of other Muslim
peoples. This is treacherous ground to travel, as it is not quantifiable or exactly
definable. None the less, certain themes from the past appear repeatedly in
Iranians’ political movements even when different political and religious ideas
are being expressed. One of these may be called the good-evil dualism, whose
roots may go back as far as Zoroastrianism, Manicheanism, and a series of good-
evil popular heresies. Its latest manifestation is the great Satan ideology. It is
most often expressed in Shi’i terms, centring on the paradigm of the virtuous
third Imam Husain being killed on the orders of the evil Umayyad caliph.
Comparison of the shahs with the Umayyads occurred periodically in nineteenth-
century anti-Qajar movements, and reappear in the movements against
Mohammad Reza Shah. This categorization of everything in the world into the
good and the evil does not make for constant revolution, but it produces a
mentality that will relatively easily move to revolutionary actions. The world is
not generally seen in terms of grey or compromise, but rather as a usually bad
environment, which may be redeemed for the good by quasi-messianic leaders
who represent good as against evil. In the absence of such leaders and their
movements nothing much can be done politically, and most people may be
resigned or cynical about politics, but when a good charismatic leader appears,
then people will be moved to back him—as with Mosaddeq and Khomeini—and
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will see him as the great fighter against oppressors, in both cases significantly
against foreign oppressors primarily. Many people will then become willing to
sacrifice even their lives, who formerly showed no such inclination. The so-
called Shi’i ‘martyr complex’, in so far as it is anything more than a common
human willingness to fight for one’s beliefs, is in fact limited in modern Iran to a
few political circumstances, most of which are tied to revolt or rebellion. In
modern times the good-evil dichotomy usually comprises evil foreigners who
oppress Iran and it is not always religious, as seen in the secular Mosaddeq
movement. Parallel to the good-evil dichotomy is that of justice and injustice,
‘adl and zulm, which has roots in Shi’i Mu’tazilite theology.’

A third factor making Iran especially revolutionary is tied to the above
cultural one, and concerns the special role of the Iranian Shi’i ulama (clergy),
who have been importantly involved in most of the revolts and revolutions in
modern Iran. I have written elsewhere about the ulama’s special evolution, and
here will summarize, noting that they had more institutional and financial
independence than any Sunni clergy. Also, they developed a hierarchical role and
a properly clerical one, being seen, unlike Sunni wulama as necessary
intermediaries between believers and God. They also made use of the territorial
location of their main leaders outside Iranian territory and the control of the
shahs.

Despite the ulama’s prominence in the tobacco movement, the constitutional
revolution and the Islamic Revolution, a number of authors within and outside
Iran have recently downplayed their importance in these movements.> These
authors are a useful corrective to exaggerations of the clergy’s role, but they
often seem to go too far in deprecating the ulama’s important and independent role
in these movements. Even if one grants, as some of them argue, that the ulama in
the tobacco movement or the constitutional revolution were largely brought into
active politics by merchants or intellectuals who were more committed than
they, but needed the names of ulama for mass legitimacy, this is still something
that could not have occurred in any Sunni country. First, no Sunni leading ulama
groups would have allowed themselves to be talked into rebellious or
revolutionary anti-government acts. In Sunni countries nearly all leading ulama
were either apolitical or apologists for the government. Second, Sunni ulama did
not have the degree of financial or cultural power that the Shi’i ulama did, so
that rebels in Sunni countries rarely even tried to appeal to leading ulama to join
their movements. Not only would such an appeal have been useless, but also,
even if it had been successful, it would not have had the impact that it did in
Iran. It is impossible to imagine a top Sunni alim issuing (or confirming) a fatwa
against smoking, as happened in the tobacco protest, and just as impossible to
suppose that nearly everyone would have followed the fatwa, as happened in
Iran. Hence the argument about the role of the ulama, based largely on an
understandable aversion by secularists to granting that the clergy could do
anything positive and important, falls down not in its details, which may in part
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be correct, but in a broader comparison of the unique political role of the Iranian
Shi’i ulama as compared with any other ulama.

Those who deny the importance of the ulama have not made any such
comparative argument, but have tried to show how many of the ulama were
against revolution, constitutionalism or social progress in any given situation,
and how even the ulama associated with revolution or social protest were largely
brought into action by non-ulama groups and individuals, and often acted for
selfish or very limited goals. A great deal of this is true, but even granting the
most extreme case that these scholars can make, the Iranian ulama in the tobacco
protest, the constitutional revolution and the Islamic Revolution have members
with an important prorevolutionary role that does not begin to be matched by
major sections of the ulama in any other Muslim country. The ulama had their
own reasons for being against royal absolutism, and not all of them were against
it, but their total role in enlisting a large part of the urban population in anti-
royalist causes in the course of the past century is unique, and it helps explain the
frequent mobilization of large sections of the population in rebellious or
revolutionary movements. The hierarchy and organization of the Iranian ulama
helped in this mobilization, and had there been a Sunni-type ulama in Iran it is
hard to believe that rebellious movements would have been much more
successful or organized than they were in most Sunni countries. What is to be
explained is not any fictitious unanimity of the ulama in Iran for or against revolt
or revolution: what is special about Iran in the Muslim world is that in each
revolt and rebellion, with the exception of Mosaddeq’s, significant sections of
the ulama chose to speak in favour of the revolt or rebellion, however much they
may have been brought to that decision by non-ulama rebels. Although
Mosaddeq succeeded temporarily with little ulama support, it is doubtful that he
could have set up a new constitutional order without it.

Naturally, there are numerous other political, economic and cultural causes for
Iran’s revolts and revolutions, but many of these are points that are repeated in
other countries that were not rebellious, while I have been seeking out points not
repeated in other Muslim countries. The points that exist elsewhere deserve some
mention, however, as they contributed to Iran’s movements, even though they do
not explain Iran’s uniqueness.

A factor that is probably not unique to Iran, but may have been stronger in Iran
than anywhere else, is the heavy reliance of Iran’s rulers on outside powers and
income, which made them unusually blind to the interests of their own people,
and even of powerful groups like the bazaar classes. Under the Qajars this
reliance was on the British and Russians, and Iranian rulers did not even
undertake the elementary self-strengthening and bureaucratization that
characterized most Middle Eastern governments. Internal security was somewhat
tightened under Naser ad-Din Shah (1848-96) but there were never serious
military reforms which would have given Iran a modernized army. The unspoken
assumption was that the British and Russians would keep one another from
menacing Iranian territory. This lack of a modern military meant, however, that
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in neither the tobacco protest nor the constitutional revolution did the shahs have
enough armed force available to discourage or put down revolt, and so rebellion
spread and the shahs had to make major concessions. In this sense the relative
‘backwardness’ and lack of modernization in Iran, as compared to the Ottoman
Empire or Egypt, encouraged revolts to form and win concessions. This lack of
armed force obviously did not prevail when Mosaddeq took over or in the
Islamic Revolution, but even then there were strong traces of dependence on
outside powers as a deterrent to using military force internally. Both in the
Mosaddeq period and during the Islamic Revolution Mohammad Reza Shah was
very subject to foreign advice, and would agree to using a lot of force against his
internal enemies only when, as in 1953, a foreign power took the initiative.

A second aspect of Iranian dependence on foreign powers as a key to regime
indifference to its own dominant classes is the history of regime maltreatment of
the crucial bazaar classes. These include the very important traditional merchants
and manufacturers. A special feature in Iranian life, as compared to that of the
rest of the Middle East, is the survival and even flourishing of an important
Muslim merchant class not subservient to westerners through the nineteenth and
twentieth century: such a Muslim class was less important in Egypt and Turkey.
This class was very important in every rebellious and revolutionary movement.
It deserves discussion in its own right, but here the main relevant point is how
much the royalist regimes of Iran have been willing at key points to ignore the
interests of this group. The tobacco concession of 1890 to a Briton hit the
material interests of numerous merchants involved in the tobacco trade, yet the
regime seems not to have given that any thought. Before the constitutional
revolution merchants were up in arms over the Belgian in charge of Iranian
customs, who was accused of discriminating against Iranian merchants in favour
of foreigners. There were also a host of other merchant grievances, and it is
significant that the revolution is usually dated from December 1905, when sugar
merchants were accused of overcharging and were bastinadoed.

Traditional merchants occupied a smaller place in the economy under the
modernizing Pahlavis, but their cavalier mistreatment in the years just before the
Islamic Revolution certainly helped precipitate that revolution and give it
strength. The Shah’s campaign against so-called ‘profiteers’ fell
disproportionately on traditional and bazaar entrepreneurs. The bazaar was also
seen as too loyal to ulama opposed to the regime and a potential centre of
sedition. Hence, in part, one can explain such moves as the clearing out of the
bazaar around the shrine at Mashad and its dispersal to distant parts of the city,
and the threatened running of a highway through the Tehran bazaar. The
Pahlavis felt that they could ride roughshod over ‘old-fashioned’ groups like the
ulama, the nomads and bazaaris, and the rulers could believe this because of
support by the USA and by oil money, which financed internal and external
security forces. In fact, however, these ‘traditional’ groups were remarkably
organized and resistant, and moves against them in the end aroused their
opposition rather than cowing them.
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It seems likely that a comparative study of Iranian bazaaris as compared to
similar classes elsewhere in the Middle East would support the hypothesis that
Muslim merchants flourished more in Iran than elsewhere, and that they were
more independent of the government and more tied to the ulama than elsewhere.
Also, it may be that royal regimes in Iran have been more inclined to ignore the
interests of powerful classes like the merchants and ulama than they have been
elsewhere in the Middle East. Partly they have done this because they believed
that outsiders, or more recently oil money, would save them in the end, and so
they did not have to safeguard internal Iranian interests.

Some of the immediate causes of Iran’s revolutions are clearly equally to be
found in other countries, and hence form necessary but not sufficient causes of
revolution. Only where some features unique to Iran, such as those noted above,
are found, can one say that such factors explain Iran’s greater proneness.to
revolution. Non-unique factors in Iran’s revolutions include the economic ones,
which operated in nearly all movements. In the constitutional revolution Iranians
were partly reacting to the economic effects of several foreign loans, which
brought increased taxation and were not spent productively. Heavy court
spending could be temporarily defrayed by such loans, but the people had to pay.
Merchants resented foreign competition, and especially the Belgian customs
director, who was accused of favouring foreigners. The Russo-Japanese War and
the Russian Revolution also brought inflation. The economy was in increasing
crisis in the years up to 1905. Merchants were heavily involved in the tobacco
movement and the constitutional revolution, and many of their grievances were
economic or politico-economic, aimed against foreign competition and control.

In the Islamic Revolution not only did many in the traditional and modern
middle classes have grievances, but so also did many uprooted agriculturists and
workers. In addition there was the typical inverted U-curve pre-revolutionary
phenomenon of an economic upswing followed by a downturn.* These and other
economic forces were important in bringing on the Revolution, but it is
important not to see them as the keys, as they were in fact more than replicated
elsewhere in the Middle East.> The other big oil producers have had a more
violent U-curve than Iran, with a really major upswing in income followed
recently by a really major downswing, and yet none of them has experienced
revolution or rebellion. The economic factors may, in light of comparative study,
be considered necessary but not sufficient causes of revolution.

In the Revolution of 1978-9 a number of major factors, some unique to Iran,
and some found in other times and places, came together in a special conjuncture.
Not mentioned yet was the importance of the Shah’s estimate of US President
Carter’s Human Rights Programme, which greatly exaggerated its importance
and, along with the late Shah’s knowledge of his own illness, led him to ease
censorship and other restrictions. This resulted in a sudden growth of
publications and organizations, and the expression of pent-up sentiments against
the secret police, curbs on human rights abuses, and the like. The intellectually-
led phase of late 1977 was soon superseded by the clerically-led phase of
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mass demonstrations in 1978, which was only possible with an Iranian-type
clerical organization led by the charismatic Ayatollah Khomeini. While non-
clericals remained extremely important in leading the Revolution through its
1979 victory, it is impossible to imagine its ultimate success in overturning the
regime completely without its clerical component. In this it resembles 1891-2
and 1906. The grievances expressed in 1978-9 were multi-class, as was much of
the leadership, but neither the various leftist groups nor the liberal nationalists
had anything like the number of followers that Khomeini did. This does not
mean that Shi’i politics are a permanent feature of Iran’s future: they may, in
fact, in time be discredited. (Mosaddeq was able to be both popular and
secularist.) It does mean that Iran’s revolutions cannot be understood without a
good understanding of Iran’s popular and religious culture.

In addition to the points mentioned above, there are factors in the period of the
Islamic Revolution, which in a few cases existed also during earlier revolts, that
seem to have inclined Iranians to be more revolutionary than other Muslims. One
of these was the degree of popular alienation from the powers that be. Already
strong in regard to the widely disliked Qajars, it became much stronger under
Mohammad Reza Shah. Its greater strength than similar sentiments in other
Muslim countries is suggested by the major anti-Shah activism in the 1960s and
1970s of Iranian students abroad particularly, although not exclusively, in the
International Confederation of Iranian Students. The Iranian student movement
abroad was by far the largest and most oppositional of any such student
movement, and this was due not only to its superior numbers, but also to its
political commitment. Although other Near Eastern monarchs, as in Morocco,
Saudi Arabia and Jordan, might not be popular with students, there were no
significant parallel movements. Also, Iranian students abroad essentially
reflected the views of their counterparts in Iran. Through the 1960s and 1970s
Iranian universities were the scenes of frequent strikes and protests, aimed
directly or indirectly against the government. Many Iranian students at home as
well as abroad held a variety of Marxist views, while others in both categories
belonged to the radical Islamic opposition. Both groups were important in the
background and unfolding of the Revolution. Khomeini’s liberal Islamic advisers
—Bani Sadr, Yazdi and Qotbzadeh—all had a background in student politics
abroad, as did many less famous participants in the Revolution.

Another group whose contribution to the Islamic Revolution has been
insufficiently written about are those who called themselves ‘urban guerrillas’ or
believers in armed struggle, while others often called them terrorists. These were
essentially the left-Islamic Mojahedin-e Khalq, still an important force, and the
Marxist Fedayan-e Khalq. Their killings of US military men and others appeared
at the time counterproductive, but some have argued that at a time when no open
opposition was permitted, these people showed it was still possible to struggle.
Perhaps more important, they reduced the options for the Shah’s regime, forcing
it either to opt for major liberalization or to increase the reign of terror in the last
years before the Revolution. The regime opted for the latter, with increased and



22 ISLAM AND REVOLUTION

well-known stress on SAVAK surveillance and jailings, and return to a one-party
system, with the new twist that nearly everyone the regime wanted to have could
be pressured into joining. Increased government pressures, which were in part
due to the rise in acts of individual violence, made the Shah more unpopular than
ever and backfired during the Revolution.

There was, before the Revolution, a rise in organized opposition: among
students abroad, among guerrilla groups at home, and among the ulama,
increasingly attracted to the message of Khomeini, whom many visited and
others listened to on tape. The Iranian bazaar classes and working classes had
their own grievances against increased government interference in their lives and
livelihoods, and these were often expressed in strikes and protests in the years
before the Revolution.

Thus far we have been talking about groups alienated by the regime’s
activities and organizing against the regime. To say why there was so much
alienation and organization in Iran, as compared to other countries, we must ask
if and how Iran in the 1960s and 1970s gave rise to such alienation and
opposition. Others have pointed to a major factor, which was the disjuncture
between the rapid development of the non-political modernized spheres, the
economy, education and life-styles on the one hand, and the lack of evolution
toward political participation on the other. In addition, even in the spheres that
saw rapid development, it was dramatically class-differentiated, so that those in
the middle and upper-class westernized sector were in a different economy, got a
different education, and followed a different life-style from the rural and urban
masses or even the bazaar classes. Rapid modern-ization, encourgaged by oil
money, increased both the cultural and the income-distribution gaps. Although
many on both sides of the ‘two culture’ demarcation were anti-regime, clearly
the alienation of those on the ‘traditional’ or ‘Islamic’ side was much greater,
and this helped mobilize them into participation in the Revolution. The
conviction that the Shah had sold Iran to foreigners (which was also important in
earlier revolts) was now buttressed by a conviction that the regime was attacking
Islam and tradition, partly through encouraging immodest dress, films and
theatre, an anti-Islamic culture, and an aping of western ways in all spheres. Such
ideas are not unknown elsewhere in the Muslim world, but nowhere else has the
two-culture divide and the mass alienation from rulers, even before the
Revolution, gone so far.

Revolution has often been interpreted as a response to economic change, or
specificially to a more rapid development of the mode of production than of the
superstructure that should express that mode, that is a disjunction between an
economic base and politics. Unquestionably this disjunction existed before both
of Iran’s twentieth-century revolutions, but it is hard to say whether the
disjunction was greater than anywhere else. Before the tobacco movement and
the constitutional revolution, the most distinctive economic feature in Iran was
probably the existence and growth of an indigenous Muslim merchant class,
involved in the internal and external production and trade of items like opium,
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carpets, tobacco, cotton, fruits and nuts, and others. The demands of this class
were important in the tobacco movement and the constitutional revolution, and
they centred on keeping the regime of the Shah, who was not oriented toward
them, from selling control of Iran’s resources to powerful foreigners, which
would cut into their economic position. It is possible that the role of indigenous
merchants in combination with the role of the ulama is important in explaining
Iran’s priority in Muslim world revolutions.

In 1979 the economic issue was more complex, as in addition to the traditional
classes there were many new ones. A crucial point, already beginning in the 1891
and 1906 periods but now gaining more strength, was the increasingly
autonomous position of the Shah in relation to the local economy. In the early
period this was expressed in loans from and concessions to foreigners (which
have their counterparts outside Iran) and in foreign control of the customs and
other key economic institutions. Under Mohammad Reza, the Shah’s separation
from the economy was largely due to rising oil income, which enabled the Shah
to spend vast amounts for armaments, creating high inflation and unbalancing the
economy. In Iran’s oil boom, as is usual, income distribution gaps increased
rapidly. Although the general results were similar in other oil countries, Iran had
the largest oil income of any Middle Eastern country with a significant
population (that is excluding low-population Saudi Arabia and Libya). This
meant that Iran’s economy was subject to more disruption than were the
economies of the other populous nations of the Middle East, and the Shah’s
grandiose policies ensured that these disruptions were exaggerated, not
contained.

Economics also played a role in what is usually cited as a political fact: the
failure to develop political institutions in accord with the increased education,
wealth and urbanization of Iran’s population. There seems little doubt that oil
riches gave the Shah and those around him the illusion that they were free to act
as they wished; on a short-term basis they sometimes were. There was a general
supposition that oil income would continue to grow and that almost any
programme could be carried out without any need for political consultation and
participation. When I was living in Iran 1973-4, among the schemes seriously
undertaken by the government was one to reduce the villages from 40,000 to 10,
000 ‘poles’ of development: clearly the planners had no idea of how Iran’s
fragile water supply necessitated the continued scattering of the population
according to water availability. Another plan adopted was to do most village
teaching, especially in remote areas, by television satellite: again a modernistic
fix dreamed up without a base in reality. These ideas were typical of a
technocratic bias, shared by some foreign-educated administrators, which thought
that anything could be done with money and technology, and avoided serious
discussion, much less participation, by those who would be involved in any such
schemes.

Looking for unique features among those just mentioned, which stress the
1979 Revolution, we may say that first, Iran had a regime more autonomous from
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the economy and a larger impact of oil income than other populous Middle Eastern
countries, which affected income distribution, dictatorship and planning. Second,
key oppositional groups besides the ulama and bazaar and working classes
included unusually important Iranian students, at home and abroad, and urban
guerrillas. Third, Iran’s two-culture split was more extreme and alienating than it
was in any other Muslim country.

Hence, in addition to the cultural features stressed at the beginning of this
chapter, Iran’s economy and politics also contained unique features that help
explain Iran’s revolutionary history.
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Chapter 2
Ayatollah Khomeini’s Islamic legacy
George Linabury

The Ayatollah Ruhollah Khomeini was successful in institutionalizing the
Islamic Revolution in Iran and it appears certain that clerical leadership is
sufficiently entrenched to survive for some time to come. Moreover, many of the
world’s 900 million Muslims have drawn inspiration from the resurgence of
political Islam in Iran making it their primary ideology. Political Islam demands
revisions in the political, social and economic spheres compatible with the
teachings of their religious faith. Islam, of course, has always been a vibrant
force since the Prophet Muhammad’s call in the seventh century and has been
deeply fused into the psyche of all Muslims, but the political influence of Islam,
as opposed to its religious, social and cultural attraction, has been episodic.

Although most Muslim rulers have endeavoured to separate mosque and state,
traditional Islam has much blurred the confluence of these two concepts. While
Christianity enjoined ‘Render therefore unto Caesar the things that are Caesar’s,
and unto God the things that are God’s’ (Luke 20:25), thus separating church and
state, Islam forged an undivided hierarchy, ‘O believers, obey God, and obey the
Messenger [Muhammad] and those in authority among you’ (Holy Koran, 4:
62).! From the Muslims’ viewpoint nationalism, socialism, communism and
capitalism, all western imports, have been tried and found wanting; political
Islam, indigenous and comprehensible to the masses, literate and illiterate, was
shown by the Ayatollah Khomeini to be a viable belief system even when
opposed by a militarily formidable monarch supported by a superpower. That the
Ayatollah belonged to the minority Shiite sect of Islam did not diminish his
accomplishment one iota among the world’s majority Sunnites even though
many of the latter rejected the exact Iranian paradigm.

It would be wrong, however, to ascribe to all Muslims the kind of
fundamentalism that resides in Iran. Essentially, the resurgence is a political
expression against a perceived oppression in the political, economic and cultural
lives of the Muslim peoples. The overemphasis on materialism as a way of life
can be counteracted only by a return to more traditional values. The way this is
expressed by Muslims runs the gamut from the conservative to the militant. The
latter generally agrees in identifying its foreign enemies as western capitalist
imperialism, Marxist communism and Zionism and combats them by the use of
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force. The former may identify the same enemies but prefers to operate within
the secular governmental system to bring about changes gradually.

The Islamic resurgence has spread throughout the Muslim world. In this
context it is important to note that there are more Muslims by far living outside
the Middle East than in it. The Islamic resurgence has manifested itself since the
early 1980s in either its conservative or militant forms in the Soviet Union,
China, Nigeria, India, Indonesia, the Philippines, Malaysia and even more
recently in Trinidad. Within the Middle East it has taken on renewed emphasis in
Egypt, Tunisia, Algeria, Saudi Arabia, Jordan and even in secular Turkey.

It is impossible to determine the degree of influence that Khomeini’s Islamic
Revolution has had in fomenting the renewed interest in political Islam, but it is
reasonable to suppose that it has been and will continue to be a factor in many of
them.

The Iranian succession problem was adroitly resolved upon Khomeini’s death
in June 1989.7 Instead of the chaos and turmoil predicted by the world’s
analysts, Hojatolislam (a title one step below that of an ayatollah) Ali Khamenei
was elected to be the new spritual leader by the eighty-member Assembly of
Experts. Although clearly the charisma was gone, Khomeini’s novel concept of
the veliyat-e faqih (rule by a high religious leader)® was passed on intact,
although diluted as we shall see.

Presidential elections were held soon after and not surprisingly Hojatolislam Ali
Akbar Hashemi-Rafsanjani became the new president in an office that through
constitutional changes was now a significant one challengeable only by that of
the new spiritual leader, Khamenei. However, it cost Rafsanjani the post of
commander-in-chief of the military which he resigned and which was assumed
by Khamenei who, in the mean-time, seems to be now acknowledged to be an
ayatollah.*

Rafasanjani is generally regarded as a moderate although perhaps pragmatist
would be a better label. Unlike the militants, he places economics ahead of
ideology, supports private enterprise and has stated on numerous occasions that
his country must improve relations with the west and end its political isolation;
he has remarked from time to time that eventually and under the appropriate
conditions relations must be restored with the United States still referred to by
the radicals as the Great Satan. Clearly, the Khomeini legacy has had its limits.

The radicals also insist on a more revolutionary interpretation of Islam than
Rafsanjani, that is, a more rigid application of the Islamic moral code, a state-
controlled economy, the adherence to an anti-USA position and against expanded
relations with the west but for better relations with the Soviet Union. There was
also disagreement on the value of retaining the US hostages in Lebanon with
Rafsanjani arguing that they should be released; the last US hostage was released
in December 1991.

During Khomeini’s lifetime, when factional disputes arose, he would step in to
settle the matter. No one dared to contradict his decision. Now, with the ultimate
arbiter gone, controversies may have to be resolved in less stabilizing ways.
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In a speech before an international conference on the Gulf region in November
1989, Rafsanjani made the unprecedented announcement (at least for an Iranian
leader) that Iran ruled out being the police-officer of the Gulf region.’ In the
same speech he rejected any foreign presence in the Persian Gulf, a reference to
the western naval presence, especially that of the United States, to ensure the
safe passage of oil. He rejected also seeking protection from foreigners, and
observed that a Soviet threat under Gorbachev in the Gulf is nonexistent.
Reassuringly, he added “We have no territorial ambitions toward any of our
neighbours’. He also affirmed that the 1975 Algiers Accord with Iraq was still
firm and binding.®

Khomeini’s legacy does not include the one-man rule that he enjoyed. Both
Rafsanjani (age 56) and Khamenei (age 50) have powerful positions.’
Rafsanjani, as president, is chief of state and very popular among the people.
Khamenei, as supreme spiritual guide, also has powers beyond what his title
implies. He controls the military and has considerable influence over the
government-controlled radio and television. The two clerics were able to agree
on a difficult foreign policy question, to accept humanitarian aid from the United
States to aid victims of the earthquake in northern Iran in June 1990. However,
Khamenei reorganized the Security Council to include well-known rivals of the
president, such as Ahmad Khomeini, the late Ayatollah’s son. His assertion of
influence over the media startled some in view of the fact that the Iranian
broadcasting system is run by Rafsanjani’s brother, Muhammad Hashemi.
Another area of potential disagreement between the two is Khamenei’s past
support for a planned economy and the nationalization of important Iranian
industries, both antithetical to Rafsanjani’s thinking.

Their differences may reflect family backgrounds. Rafsanjani is from a family
of bazaar merchants; Khamenei from a family of religious scholars. Unconfirmed
reports of friction between the two have already surfaced. Whether the two
clerics can work together harmoniously is yet to be determined. A legacy of
Khomeini that is liable to haunt the west for some time is the export of the
Iranian Islamic Revolution.® Indeed, Khomeini’s first designated successor,
Ayatollah Muntaziri, had initially been placed in charge of the office for the
exportation of the faith.”?

Although 80-85 per cent of the world’s Muslims are Sunnites, they have been
more impressed with the ‘Islamicness’ of Khomeini’s revolution than the fact
that he was a Shiite. Muslims even have Khomeini’s own words to reassure them.
‘The reasons which led Muslims at one time to become Sunnites and Shiites do
not exist any longer... This is an Islamic Revolution... We are all brothers in
Islam.” Speaking to his people on the occasion of the Iranian New Year in 1980,
he declared:

We should try hard to export our revolution to the world. We should set
aside the thought that we do not export our revolution, because Islam does
not regard various Islamic countries differently and is the supporter of all
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the oppressed peoples of the world. On the other hand, all the superpowers
and all the powers have risen to destroy us. If we remain in an enclosed
environment we shall definitely face defeat.!”

An analysis of this statement demonstrates several important factors. First, the
export of the Iranian model is essential; second, all Islamic communities are the
same, that is no differentiation should be made between Sunnites and Shiites;
third, Islam is the supporter of all oppressed peoples of the world which implies
Iranian assistance to non-Muslims as well; finally, the export of the Revolution is
essential to Iran’s well-being since alone it cannot face successfully the
superpowers but requires the solidarity which can be provided only by other
Muslim lands.

The manner by which the Revolution is to be exported is not so clear. True,
Khomeini did state that the export of ideas by force was unacceptable, and the
Iranian constitution forbids interference in the internal affairs of other countries
except in self-defence. But what constitutes self-defence could be variously
interpreted. For example, Muntaziri described the 1983 bombings in Kuwait as
an Islamic duty.

Khomeini recommended to Iranians travelling abroad that conducting
themselves in an Islamic behaviour is one way to export the Revolution. He also
instructed Iranian diplomatic personnel to spread Islam and its ethics. Khomeini
and Muntaziri suggested to visiting Muslim foreign religious leaders that they
should discuss the Iranian Revolution in their home countries and call upon the
people to rebel as was done in Iran. The dissemination of the Iranian Islamic
message is to be carried out not only by casual word of mouth but also by the
publishing of journals, pictures and publicity campaigns. Iranian foreign policy
also advocates the liberation of Jerusalem and opposition to all states which
support Israel. In 1981 the Saudi government protested about the political
demonstrations against the USA and Israel by Iranian pilgrims in Mecca who
prominently displayed portraits of Khomeini. The Saudi protest received a sharp
rejoinder from Khomeini, who pointed out that Islam makes no distinction
between religion and politics and that the pilgrimage was as much a political
activity as a religious one.!! Several disturbances and a coup plot, although not
linked directly to the Iranian government, have occurred on the Persian Gulf
island of Bahrain. Other examples abound, but one may be examined in more
detail due to its regional and international implications.

Israel’s role as arms supplier to Iran during the Iran-Iraq War presumably
identified Iraq as the Jewish state’s greater enemy.'? Historically, that is true. For
example, one might cite Iraqi participation in some of the Arab-Israeli wars and
Israel’s 1981 attack on the nuclear plant outside Baghdad. By contrast, the Shah
was one of Israel’s major petroleum suppliers. But the resurgence of political
Islam in the West Bank and the Gaza Strip has injected a disquieting factor into
the Intifada (the Palestinian uprising) which could hinder Israeli efforts to
resolve the turmoil and infect Israeli Arabs as well as the Shiites in southern
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Lebanon near Israel’s security zone. Khomeini constantly identified Israel as the
implacable foe of all Muslims. Islam, therefore, may become as formidable a foe
for Israel as Iraq.

The cultural resurgence of Islam within Israel dates from the Six-Day War of
1967; it was converted to political Islam by the Islamic Revolution in Iran in
1979. Initially supporting violence, the Israel-based Family of Holy War
Movement now politically advocates peaceful change after a crackdown by
Israeli authorities. Their literature, however, edited by Sheikh Abdullah Nimr
Darwish from an Israeli Arab village near Tel Aviv, is more strident echoing the
slogans of Palestinian nationalism. Other Islamic groups in the occupied
territories are uniting Israeli Arabs, West Bankers and Gazans through the
common bond of religious faith as well as through their common Palestinian
identities. The political ramifications of this phenomenon could be far
reaching.'?

Furthermore, it is unlikely that Iran’s influence in Lebanon will be
relinquished soon. The Hizbollah (Party of God) and Islamic Jihad (Islamic Holy
War) in Lebanon are believed to be Shiite groups closely influenced by Iran.

A more benign manner of exporting the Revolution is through leaflets,
pamphlets and catalogues sent to American academics by the International
Relations Department of the Islamic Propagation Organization.'* They purport to
explain various aspects of the Islamic religion as well as the Islamic Revolution.

The Iran-Iraq War came to an end in 1988 (at least the shooting part of it);
precious little, however, has been accomplished in agreeing upon the terms of a
peace treaty. The continued purchase of weaponry by both sides brings into
question the safe use of the Strait of Hormuz through which a significant amount
of the free world’s petroleum moves. Does the Khomeini legacy suggest that this
important waterway may some day be blockaded by Iran? This is unlikely under
most conditions.

Tehran has been informed on more than one occasion that such an action
would mean a military confrontation with western nations, especially with the
United States. Furthermore, it is unlikely that the USA would eliminate its naval
presence in the Gulf in spite of the inadvertent Iraqi attack on the USS Stark in
1987 and recent warnings by Rafsanjani. US administrations, both Republican
and Democrat, have supported a naval group in the Gulf since 1949. Although
the United States does not import significant quantities of petroleum products
from the Gulf, the amount probably will increase during the coming decade.
Furthermore, US allies in western Europe and Japan, especially the latter, depend
on Gulf oil to a substantial degree.

This does not mean that the United States need not worry about Iran
blockading Hormuz: US verbal responses to Iranian statements on this sensitive
question seem to imply that the USA fears that Tehran is liable to carry out some
irrational, irresponsible action concerning the Strait. This is not the case: it is
time that western politicians learn that they are usually dealing with rather astute
politicians in Tehran. President Rafsanjani (at the time he was Speaker of the
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Parliament), no doubt with Khomeini’s concurrence, made it clear in October
1983, during a Friday sermon, under what conditions Iran would close off the
vital ‘chokepoint’:

We will block the Strait of Hormuz when we cannot export oil. Even if
they [the Iraqis] hit half our oil, it will not be in our interest to block the
Strait of Hormuz. When we do not have oil, when we are unable to export
oil, the Persian Gulf will be of no use to us since we will have no money,
and the Strait of Hormuz will be of no use to us. That is when we will enter
the arena and do what we like, although I consider such an eventuality to
be very unlikely."

In other words, the active prosecution of the war with Iraq until mid-1988 as
well as the maintenance of internal stability demand that Iran ship its oil to
market. Unlike Iraq and Saudi Arabia, the two other major Gulf petroleum
producers, Iran gets its oil to market exclusively through the Strait of Hormuz.
By contrast, during the war, Iraq depended exclusively on lengthy pipelines
through Turkey and Saudi Arabia and truck haulage through Jordan to get its oil
to market. For Iraq, the Persian Gulf was completely shut down until the end of
the war. For Saudi Arabia, the Gulf is still essential, but at least Saudi Arabia can
pump significant quantities across the peninsula to its Red Sea ports.

When Rafsanjani said that his country will block the Strait of Hormuz at the
moment that Iran can no longer export oil, he meant that if Iraq, probably
through repeated air bombardment, destroyed Iran’s oil export terminals, then
Iran will block Hormuz. At that point Iran would have nothing to lose. Iran
would have no money to buy arms or food and the Strait would no longer be of
any use to it. Rafsanjani’s message, especially to the United States and Saudi
Arabia, was make sure that Iraq does not destroy our ability to export oil. The
west may again have to exert pressure on the Iraqi president. Stability in the Gulf
means peace in the Gulf which translates into the free flow of oil.

Any overreaction, however, by the USA in the form of insisting that the Gulf
states provide air bases on their soil for US planes to facilitate protecting
Hormuz could be counterproductive.'® It would help to undermine friendly ruling
regimes by providing fertile ground for Iranian, as well as Arab, propaganda
decrying the military presence of an imperialist power. Non-regional, foreign
bases conjure up in Arab and Iranian minds a sordid history dating back well over
a century of western interference in the internal affairs of their countries. True or
not (and there is much truth therein), it is the kind of propaganda that is highly
appealing and comprehensible to the masses. It can fire up passions and lead to
more problems than the bases were meant to counter. It is no wonder that most
Arab Gulf states prefer the United States to provide an ‘over the horizon’
capability to protect them, that is a fleet located out of sight but close enough
that US aircraft would be minutes away if needed.
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The Ayatollah’s legacy in the economic sphere is dismal and is liable to be the
most persistent deterrent to stability in the post-Khomeini period. The Islamic
Revolution spoke with great concern about the oppressed masses under the Shah,
a time when modernization benefited the upper classes and provided the lower
classes with a monstrous inflation, overcrowded cities, shortages of energy,
housing and food as well as a rising unemployment rate. This was all to be
rectified, but the facts are quite different. By 1983 inflation in consumer goods
(meat, clothes, houses) was four to seven times higher than at the beginning of
the Revolution. Incomes for small farmers also had been eroded by inflation.
Even farmers with substantial landholdings found that the Revolution left much
to be desired. Spare parts for their farm machinery and even pesticides were not
readily available. Aggravating the lowering food supply is a marked increase in
the population growth rate estimated at 4 per cent, one of the highest rates in the
world. By mid-1990 rampant inflation had soared to 25 per cent due, to a
considerable extent, to the debilitating war with Iraq; the unemployment rate had
risen to more than 30 per cent. The bill to pay for food imports was $3 billion in
1988, one-third of oil revenues for that year.

As if human-made problems were not enough, nature intruded with a
devastating earthquake in June 1990, the first anniversary of Khomeini’s death.
An estimated 35,000—40,000 Iranians died and tens of thousands of homes and
businesses were reduced to rubble in northern Iran. Rafsanjani, who toured the
disaster areas, remarked that the effort to rebuild was akin to ‘rebuilding a small
nation’.!”

Ironically, it is in the area of the economy and the havoc wrought by the
earthquake that the way may be opened for contacts with the United States. The
USA has the agricultural expertise, equipment and financial resources which will
be needed to rejuvenate the Iranian economy. It should become clear to Tehran
that whereas clergymen may be proficient in theology, perhaps even in politics,
the effective running of an economy in the modern age requires abilities which
they do not have. At the appropriate time, the United States, acting in co-
operation with other western governments, may begin the re-establishment of
business and commercial relations with Iran, followed eventually by diplomatic
ties.

This will, however, require a difficult policy decision for Washington. While
US hostages were being held in Lebanon by pro-Iranian groups, a US Congress,
as well as President George Bush, would have found it impossible to consider
taking steps to improve the Iranian economy even if Iran had asked for such aid.

Movement in the direction of an Iran-US rapprochement, however, has taken a
few tentative steps. First, the United States offered to pay compensation for the
death of 290 passengers aboard an Iran Air airbus shot down accidentally by the
USS Vincennes. Although never accepted, the offer is still available as an
eventual opening gambit to future talks. Second, Washington’s reaction to the
death sentence imposed by Khomeini on Salman Rushdie over his book, The
Satanic Verses, which allegedly blasphemed Islam, was relatively moderate.
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Third, Washington offered earthquake aid which was accepted. Even private
American groups are supplying aid. More opportunities will have to be
recognized and taken advantage of by both governments before ties are re-
established. For example, at the appropriate time the USA might consider
supporting Iran’s unfettered use of the Shatt al-Arab waterway, a major reason
for the Iran-Iraq War. From the American point of view this would be easier to
accomplish in view of the present strained relations with Iraq. A card yet to be
played by the USA is the release of Iranian financial assets sequestered as a
result of the hostage crisis of 1979.

For Iran, there is a glimmer of hope on the economic horizon. Iraq’s invasion
of Kuwait in August 1990 gave a substantial boost to oil prices but for how long
is uncertain. Iran and Iraq depend heavily on oil revenues and both require
billions of dollars to rebuild their war-torn economies.

These small areas of optimism, however, should not obscure the fact that
Iran’s road to economic recovery will probably be a long one. However
pragmatic Rafsanjani is, he will have to balance his pragmatism against the
anything but weak militants; Rafsanjani will need to show sufficient positive
results before his impatient rivals decide to try other means.

Internally, Ayatollah Khomeini has clearly left behind a legacy of
institutionalized Islam in Iran although his clerical successors will undoubtedly
place their own interpretation on what Islam means when practically applied in
the fields of politics, economics and culture. That Islam is firmly embedded in
Iran seems assured for the foreseeable future. What appears far less clear is how
its leaders will adapt it to modern industrial conditions, technological education,
women in the workforce and the development of modern international financial
institutions.

Externally, Khomeini’s legacy has left behind throughout the Muslim world a
new pride in being a Muslim and the conviction that the solution to the ills of
society can be found solely within the teachings of Islam. It is quite likely that
the west will be involved to some extent in both endeavours. The as yet
unanswerable question is how Islamic and western societies will cope with that
legacy.

NOTES

1 See for example, E. Mortimer, Faith and Power: The Politics of Islam (New York:
Vintage Books, 1982), ch. 1. Mortimer is the Foreign and Middle East specialist
for the London Times.

2 The succession problem, while Khomeini was still alive, is discussed in S.Akhavi,
‘Elite Factionalism in the Islamic Republic of Iran’, Middle East Journal, Spring
1987:194-201. Akhavi is professor of political science, University of South
Carolina. Compare with S.T.Hunter, ‘Post-Khomeini Iran’, Foreign Affairs, Winter
1989-90:133-49. Hunter is Deputy Director of the Middle East Program at the
Center for Strategic and International Studies in Washington, DC.
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Chapter 3
A countersensational perspective on the Shi’a
of Lebanon
Augustus Richard Norton

We all create images of things we fear or glorify. These images
never remain abstractions: we understand them as real-world
entities. We assign them labels that serve to set them apart from
ourselves. We create ‘stereotypes’.!

After long decades of political irrelevance and scholarly indifference, it now
seems impossible to escape the Lebanese Shi’a whose seemingly bizarre exploits
are widely, if superficially, chronicled. For many policy-makers and academic
specialists, the emergence of the Shi’i community of Lebanon as a major political
force came as a rude surprise. Only a handful of scholars or decision-makers
anticipated that an assertive community of Shi’a would come to enjoy a decisive
voice in shaping politics in Lebanon, including an effective veto over plans that
failed to take the interests of the Shi’a into account.
Little noticed before the 1980s, the Shi’a of Lebanon are now regular fare on the
network news, in glossy magazines and on the speakers’ circuit. Observers who
scarcely acknowledged the existence of the Shi’a just a few years ago, now
mechanistically described them as ‘downtrodden’, ‘long ignored’,
‘underprivileged’, ‘quiescent’, all terms that are often used without very much
reflection upon the processes and factors that explain why the Shi’a— while still
downtrodden and underprivileged—are neither quiescent nor ignored any longer.

It is remarkable that a people whose existence was scarcely acknowledged
before the Israeli invasion of Lebanon in 1982 have so succeeded in captivating
headline writers, National Security Council staff members, Israeli Cabinet
ministers, US and French presidents, and television viewers around the world.
Not that all this attention is particularly enviable, given the popular association
of the Shi’a with terrorism, violence and gruesome bloodshed. Indeed for many,
the stereotypical Shi’i is something between a crazed fanatic bent on martyrdom
and a cruel and vindictive thug. Given this image, it is hardly surprising that
most people find it difficult to empathize with the Shi’a.

In fact, the western view of the Shi’a is a selective, skewed one, and has
missed the point. Instead of assuming that the Shi’i Muslims are comprehensible
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political actors, the west has dehumanized them, denied the legitimacy of their
claims, and assumed that they are people driven by their religion in a way that
renders them almost automatons. Rather than trying to understand the meaning
or the roots of Shi’i activism, the west has typically focused on the epiphenomena
—terrorism, hostage-taking and savagery. Of course, there are crazed, fanatical,
cruel and vindictive Lebanese Shi’a, but there is good reason to doubt that they
represent the modal category, any more than extremists of any cultural
background represent much more than the fringes of their society. The question
unanswered is what do western images of the Shi’a tell us about our views of
Arabs, Iranians, Muslims, Lebanese and other ‘strange’ social types? The answer
lies in a tendency to fall back on a pantheon of moral stereotypes that reveal
more about a culture’s biases than about the people under discussion. There is no
excuse for ignoring morally outrageous behaviour, but to reduce a culture to a
terroristic essence is an obnoxious form of reductionism.

SHI’'I MUSLIMS, NOT SHI’ISM, IN POLITICS

In some circles, it has become popular to depict the Shi’i phenomenon in
Lebanon as an exotic derivative of the Islamic Revolution of Iran where an
inscrutable religion has been enlivened and exploited by charismatic clerics like
Ayatollah Ruhollah Khomeini. In this chapter it is argued that a focus on Islam
explains only some aspects of Shi’i activism, not the central ones.

Doubtlessly, the rich and evocative symbols of Shi’ism have proven to be very
successful instruments for raising cultural consciousness and political awareness.
Few would deny that the martyrdom of Husain has served as a stirring myth with
which to mobilize Shi’i action. It is clear that the overthrow of the Shah of Iran—
commonly described as miraculous—has inspired the Shi’a in Lebanon and
elsewhere. Moreover, the Islamic Repubic of Iran has poured a considerable
store of human, material and financial resources into Lebanon, especially since
1982, for the express purpose of promoting those elements that seek to establish
Islamic rule in Lebanon. None of these facts is new or disputatious. However,
any complete understanding of Shi’i activism in Lebanon must recognize that
while contemporary Shi’ism has given shape and direction to the political
activities of many Lebanese adherents, it is the milieu of Lebanon that has been
decisive in determining both the ambitions and the organization forms shared by
the majority of the Lebanese Shi’a.

It is a key fact that the mainline Shi’i movement in Lebanon, AMAL, is
decidedly not a religious movement. Given its populistic appeal, its emphasis on
the overlapping political identity of the Lebanese Shi’a and their countrymen, its
rejection of the old power-brokers (but not power-brokerage), and the social
bases of its leadership, AMAL arguably shares more with the (predominantly
Maronite Christian) Lebanese Forces than with the more ardent followers of
Ayatollah Khomeini.
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Finally, contemporary Shi’i activism should be viewed in the shadow of the
social and economic changes that have characterized this Lebanese community
for several decades. Although the bloodshed and general disorder have attracted
much of our attention, the fact is that the modernization process has had
profoundly significant effects in Lebanon.

THE SHI’A AT CHANGE

The Shi’a are found in three areas of Lebanon: the northern Biga’ Valley, the
Beirut area and the south. It is the south that is the key locale for understanding
the community. Southern Lebanon is not only the residential locus for about half
a million Shi’i Muslims, but also the cultural heartland for Shi’ism in Lebanon.
The southern coastal city of Tyre is the only Lebanese city in which the Shi’a
comprise a clear majority of the population. In fact, though the south is defined
administratively as one of Lebanon’s five provinces (it is called ‘al-Janub’,
literally the South), its core is known to the Shi’a as Jabal ‘Amil, a region that
earned distinction as a venerable centre of Shi’i scholarship, and a geographic
compartment of Shi’ism that has played a central role in the history of the sect. It
was from Jabal’ Amil that Safavid Iran recruited most of the Shi’i religious
scholars who facilitated the installation of Shi’ism in Iran. The towns of Jabal’
Amil include Nabatiyya, the centre for Shi’i religious scholarship, until it was
supplanted by Najaf (Iraq) in the nineteenth century.

Until relatively recently it was almost a meaningless abstraction to speak of
the Shi’a as a community with a developed sense of communal identity. For
centuries the Shi’a were socially fragmented, economically impoverished and
politically inert. Politics were the domain of landed ruling cliques centred on six
major Shi’i families, who maintained their control through the manipulation of
patronage and more than a modicum of coercion. The zu’ama (political bosses)
had a stake in the underdevelopment of the Shi’a, since a poorly educated and
destitute community was more easily controlled than a modernized and
politically demanding one.?

The patronage institution is not limited to the Shi’a, of course, but is
characteristic of Lebanon’s very personalistic style of politics. It is noteworthy
that one result of the many changes that occurred in Lebanon in recent years is
the decline in the influence of the zu’ama across sects. This does not mean that
patronage is waning however. To the contrary, patron-client relationships are the
culturally authenticated structure for getting things done, and no political leader,
whether established za’im or anti-establishment challenger, would think
otherwise. In the personalistic political culture of Lebanon a leader establishes
and maintains his position through the active provision of favours, services and
influence.

At this point, a brief digression on the very notion that there is a Shi’i
community may be in order. Discussing the Shi’a as if the community were
today a unified whole is a deceptive simplification, even if it is arguably
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defensible at a moment when communal or confessional identity is particularly
salient in Lebanon, and when secular ideologies seem to have lost much of their
appeal. There is no design in this chapter to reify the Shi’a gua community so
that the very significant divisions that mark the community should be overlooked.
In fact, intra-communal divisions are discussed and explained below. To say that
a group of individuals share a communal identity, or, in other words, are
members of a residual social category does not imply that all those individuals
want the same thing, engage in the same forms of political action, or value
various political objectives by the same gauge. What it does mean is that while
people may act, for instance, as Shi’a, their political means and organizational
affiliations may vary widely. Obviously, not all politically active Shi’a are
members of the same movements or organizations, and not all Shi’a are
politically active. Although organizations like AMAL or Hizb Allah (Party of
God) account for the loyalties of many of the Shi’a, by no means do they validly
speak for all of the members of the community.

THE EMERGENCE OF THE SHI’A

Some observers, including key political decision-makers in Israel, have
expressed their wonderment that the Shi’a appeared genielike in 1984, after they
were agitated by the Israeli occupation of Lebanon. Yet this is not an accurate
claim. The Shi’a did not suddenly erupt from their quietude during the last four or
five years. In fact, the modernization of the Shi’a has been underway since the
late 1940s, and by the eve of the civil war that began in 1975, it was clear to
anyone who cared to notice that the Shi’a were shaking loose from the dusty
imprints of inertia and quiescence.

While they lagged behind their non-Shi’i countrymen, the Shi’a were very
much affected by the processes of modernization that have marked Lebanon
since independence in 1943. Access to education produced a growing pool of
individuals who were no longer content to confine their horizons to subsistence
farming. Improved transportation eroded the geographic isolation of the
community. A rapidly growing communications network, both within and
without Lebanon, brought the outside world—with its political ideologies and its
‘modern’ ideas and technologies—into even the most remote village.

The traditional occupation of the Shi’a was farming, but a number of factors,
in addition to natural population growth, combined to push the people off the
land. Major factors were the artificially low prices dictated by the state tobacco
monopoly in the south and the extraordinarily modest amounts of credit available
to small-scale farmers. The modernization of the agricultural sector, with an
increasing emphasis on cash crops, especially citrus, as well as the ready
availability of a pool of cheap labour in the form of the Palestinian refugee
population, served to produce an underemployed and unemployed mass that was
forced to look elsewhere for subsistence.
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Migration produced an impressive array of changes: Shi’i migrants from the
south and from the Biga’ Valley swelled Beirut, Lebanon’s capital, where they
struggled to make ends, meet by filling petty positions in the services sector. The
Shi’a served as labourers, shoe-shine-men and hod-carriers. Many of the
migrants were young people with marginal skills, lofty ambitions and plenty of
time on their hands. These migrants comprised a fertile recruiting pool for an
array of political organizations which could tap their frustrations and promise
solutions to their problems.

While internal migration was swelling Beirut’s suburbs, an equally important
external migration was taking place, beginning in the 1950s. The dearth of
economic opportunities within Lebanon prompted the movement of many Shi’i
men overseas, where the rich opportunities of the Gulf, and especially West
Africa, provided a clear means with which to fulfil ambitions and break the
bonds of poverty. Indeed, the fruits of West African labours are readily
observable today in southern towns such as Jwayya and Shaqrah, where
impressive homes stand as testimony to the money that has been earned in
Abijan, Freetown and other African locales. Later, the money earned by Shi’i
migrants would play an important role in financing the growth of Shi’i political
activism within Lebanon.

The impoverishment of the Shi’i community is a well-established fact, but the
community’s mean level of economic development should not be allowed to
mask the fact that there are very significant pockets of wealth, much of it
recently amassed. Well-to-do Shi’i merchants, traders and citrus growers have
contributed respectable sums to finance political movements such as AMAL.
External migrants, in West Africa especially, have been an important source of
funding, and leaders like Mufti Muhammad Mahdi Shams al-Din (Vice
Chairman of the Supreme Islamic Shi’i Council) and Nabih Berri (head of
AMAL) have raised millions of dollars on fund-raising visits to overseas
Lebanese communities in Africa. The prime beneficiary of the new wealth is
AMAL, which authentically represents many of the nouveaux riches who want a
Lebanon where they play a larger role, a role which they were denied by the old
political guard.

As the Shi’a began to break the bindings of underdevelopment, their demands
—increasingly complex and numerous—became ever more difficult for the
traditional political bosses to meet. For that matter, there was little incentive for
the za’im (singular of zu’ama) to facilitate the modernization of his formerly
pliant clients. Thus the 1950s, and especially the 1960s and 1970s, saw a growth
in alternative social, political and economic organizations. Government-chartered
family associations organized for business purposes grew at a disproportionately
high rate among the Shi’a.® The ‘Amiliyah Islamic Benevolent Society,
mimicking the Maqassid Benevolent Society of the Sunni Muslims, sponsored
schools in the Beirut area. After being grossly underrepresented in the
bureaucracy for decades, the Shi’a began to receive a larger share of senior civil
service appointments as the Lebanese government began to respond to their
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demands, especially during the forward-looking presidency of Fuad Chehab
(1958-64). (In 1946 only 1 of 31 senior posts were held by Shi’a, but by 1974
they held 29 of 140 such positions).

In the political realm, the increasingly politicized Shi’a began to participate in
a wide range of secular political parties. Indeed, the 1960s and the early 1970s
were a period marked by a swelling of anti-establishment parties like the Ba’th
and Communist Parties, and the Organization for Communist Labour Action
(OCAL), with Shi’i recruits who were attracted by the appeal of ideologies that
promised radical social, economic and political reform in Lebanon. Even the
predominantly Maronite Kata’ib (or Phalangist) Party attracted a modest number
of Shi’i members. Simultaneously, the Palestinian guerrilla organizations
attracted large numbers of Shi’i recruits who saw in their own plight a parallel
with that of the Palestinians. It is a measure of the level of Shi’i membership in
the revisionist, radical and revolutionary parties (and their militias) that far more
Shi’a fell during the civil war of 1975-6 than members of any other sect. The
Shi’a were the foot soldiers, the cannon fodder of the war.

The young men who died in the fighting were not, in the main, the young of
the established Shi’i neighbourhoods surrounding Beirut, but the offspring of the
rural poor and provincial underclass that had fed the migration to Beirut. In one
survey of Shi’i casualties during the 1975-6 fighting, I found that Shi’a
originally from the south and the Biqa’ Valley accounted for over 90 per cent of
the battle deaths, with the remainder comprised by those born in Africa, Palestine
and Beirut.

THE ROLE OF MUSA AL-SADR

It must be noted that the secular parties did not enjoy a monopoly of Shi’i
members. The zu’ama managed to conserve some of their dwindling followings.
Of greater significance was the movement that emerged around the charismatic
Iranian cleric al-Sayyid Musa al-Sadr. Born in Iran in 1928, al-Sadr returned to his
ancestral home in Jabal ‘Amil in 1959, where he quickly established himself as a
leader of great talent and enormous energy. Within a few years of his arrival, Musa
al-Sadr emerged as the most significant rival to the leading Shi’i za’im, Kamil al-
As’ad, a man who came to symbolize—through his personal life style, his
disdain for his co-religionists and his opportunism—all that was wrong with the
za’im-system.*

Musa al-Sadr did not create the Shi’i awakening, but he made skilful use of a
ripe and rich political environment. By the end of the 1960s he succeeded in
shepherding the creation of the Supreme Islamic Shi’i Council, a body which put
the Shi’a on an equal institutional basis as the Sunni Muslims, and served not
incidentally as an important political base for al-Sadr who was elected as the first
(and, to date, the only) president of the council. In 1970 he was in large measure
responsible for the creation of the Majlis al-Janub (Council of the South), a body
chartered and capitalized to oversee the development of the south.
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(Unfortunately, the Council of the South became just another vehicle of political
corruption and it soon fell under the influence of Kamil al-As’ad.)

As Lebanon moved closer to the carnage that began in 1975, nearly all of
Lebanon’s political movements contained militia components. Thus, al-Sadr’s
Harakat al-Mahrumin (Movement of the Deprived) included a militia component
as well. The militia, which became known publicly in 1975, was called AMAL,
an acronym for Afwaj al-Mugawamah al-Lubnaniya (or the Lebanese Resistance
Detachments). (On the basis of my study of the biographies of a number of the
movement’s martyrs published in the movement’s organ Sawt al-Mahrumin—or
the Voice of the Deprived—it seems that AMAL was created in 1974, if not
earlier.)

There is no question that Musa al-Sadr was one of the most fascinating and
alluring personalities in modern Lebanon’s history, and, in the light of recent
developments, it is seductive to reconstruct the political emergence of the Shi’a
in a way that puts Musa al-Sadr as the centre of the story; however, it is
important to remember that there was nothing deterministic about the emergence
of the Shi’i movements, and the story might have turned out very differently
were it not for a few accidents of history.> (A wise presumption would be that the
path still has a number of unanticipated turns to take.) It is possible to construct
the emergence of the Shi’a retrospectively to make it appear that events moved
monodirectionally, but this would be a deception. Notwithstanding the
enormously appealing attributes of Musa al-Sadr, both to his followers and to
scholars, the story is more complicated and not as neat as some have argued.

AMAL was not an impressive militia in 1975. It contained no more than 1,500
poorly trained members, and it is more widely remembered for its defeats during
this period rather than its victories. In fact, the movement seemed to fade into
insignificance by 1976, as Musa al-Sadr did as well, in large measure because of
al-Sadr’s support for Syria in June 1976 when the Syrian army intervened
against the PLO, and other erstwhile AMAL allies.

AMAL was rescued from obscurity by three developments during 1978 and
1979: the disappearance of Musa al-Sadr, the Iranian Revolution, and the tensions
with the Palestine resistance movement.

THE DISAPPEARANCE OF MUSA AL-SADR

In August 1978 Musa al-Sadr disappeared while on a private visit to Libya. He
has not been heard from since and it is likely he was killed by Muammar al-
Qadhdhafi, or at least by the Libyan leader’s orders. If al-Sadr was a looming
personality in life, he achieved heroic proportions as a martyr who came to
symbolize the plight of the Shi’a in Lebanon. While alive he had enemies aplenty
in Lebanon, but as his visage festooned the walls throughout the Shi’i areas he
became a nearly unassailable symbol. Indeed, the mystery surrounding his
disappearance was richly evocative of the central myths of Shi’ism, the
occultation of the twelfth Imam who is expected to reappear to usher in a reign
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of justice and equity on Earth. Not surprisingly, recent years have seen much
vitriolic debate over just which Shi’i personalities are the legitimate custodians
of Iman Musa’s memory.

THE IRANIAN ISLAMIC REVOLUTION AND THE
SHI’A OF LEBANON

The Islamic Revolution of 1978-9 in Iran also had a profound and widely noted
impact within the Shi’i community. The events of Iran were a significant spur to
action and served to authenticate the bona fides of AMAL, which could claim to
be an authentically Shi’i movement, even as it asserted that it represented all of
the dispossessed of Lebanon. It is popularly thought that Imam Musa (as he had
come to be called by his followers) played an important role in the anti-Shah
campaign. Whatever the merits of the claim, the association of al-Sadr with the
revolution certainly buttressed the legitimacy of AMAL (at least until its
legitimacy was subsequently brought to question by the Islamic Republic of Iran
and its Lebanese subsidiary, Hizb Allah).

However, if the Islamic Revolution was an important spur to action, it was not
a precise model for action. Certainly during the three or four years preceding the
1982 Israeli invasion, AMAL positioned itself as an essentially Lebanese
movement that sought reform in the Lebanese political system rather than the
replacement of the existing system with an Iranian-style Islamic Republic. In this
connection it is germane to note that those who assumed the critical leadership
roles in AMAL were non-clerics drawn largely from the emerging Shi’i middle
class, who saw in AMAL a vehicle for establishing their place in a social and
political system that otherwise was deaf to their claims. Although al-Sadr had
served as the leader of the Supreme Shi’i Council and as the leader of Harakat al-
Mahrumin, following his Libyan ‘occultation’ the two roles were split along
secular-clerical lines. The Mufti Muhammad Mahdi Shams al-Din (in Musa al-
Sadr’s absence the senior Shi’i cleric in Lebanon) assumed the leadership of the
council, and Husain al-Husaini, a parliamentarian and close associate of Musa al-
Sadr, took over AMAL. Al-Husaini was then replaced by the present leader
Nabih Berri in 1960.°

Those that have come to dominate the movement are men in their 30s and
early 40s. Many of the leaders are school teachers, men who were among the
first waves to benefit from the increasing availability of education. The social
origins of AMAL were in the Shi’i laity, not the clergy. Although not always
well-schooled in their religion, these men and their followers are certainly self-
defined adherents of Islam and, particularly, Shi’ism, which is a significant
component of their political identities. Obviously, the revolution in Iran has
helped to enliven and even foster Islam as a locus of identity, but most Lebanese
Shi’a self-consciously draw a line between the Islamic Revolution as an exemplar
for action and as a model of action.
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Although women have not generally played overt public roles in the Shi’i
movement, due to the powerful strictures of public morality associated with this
socially conservative community, it should not be presumed that the role of women
has been insignificant. Some prominent women, like Rabab al-Sadr, the sister of
Musa, have been a forceful presence, both in the heirarchy of AMAL and in
social welfare roles. More generally, women have played leading roles in the
anti-occupation resistance, particularly when many of the able-bodied men had
been incarcerated by the Israelis during the 1985 object lesson known as the
‘Iron Fist’ policy that accompanied the IDF’s evacuation of most of its forces
from south Lebabon. The episode, and especially the resistance roles played by
women, is powerfully portrayed in the memorable 1986 film Zahrat el-Khandoul
(‘Wild Flower’) by Jean Chamoun and Mai Masri.

Some of those who have come to play an important role in the 1980s in
Lebanon were recruited directly by Musa al-Sadr. AMAL officials say that the
style of recruitment was very personalistic. Imam Musa apparently watched the
behaviour of individuals, especially those who regularly visited the mosque, and
after a period of observation, he would invite them to join him in his activities. It
should be noted that al-Sadr was very accepting of wide variations in religiosity,
and several of his senior colleagues have told this writer that he was good-
natured in tolerating associates who enjoyed a ‘night on the town’, or who had an
occasional weakness for arak (the anise-based liquor favoured by many
Lebanese).

One of his more interesting and important recruits was Daoud Sulaiman
Daoud, a Shi’i Muslim who was technically a Palestinian, in that he was born (in
1945) within mandatory Palestine. His northern Galilee village of Tarbikha was
annexed by Israel in 1948 and the young Daoud fled with his family to take
refuge in Lebanon. He attended college in Turkey, where he studied engineering,
and he was employed, at least until 1982, as a school teacher in the Burj al-
Shimali Palestinian refugee camp, near Tyre.

Daoud, an observant but low-key Muslim, was recruited by Musa al-Sadr,
probably in the early 1970s. Subsequently, he became a kind of aide-de-camp to
Imam Musa, accompanying him on his travels in Lebanon. Daoud was a leader of
enormous talent, and his association wih Musa al-Sadr buttressed his
considerable prestige and legitimacy, helping to make him one of the leading
Shi’i politicians in Lebanon. When he was assassinated in the late 1980s he was
the chairman of the movement’s Executive Committee, and was arguably second
only to Nabih Berri in his influence. Like many of his cohorts, Daoud took
inspiration from the Islamic Revolution in Iran, but he demonstrated in both
word and deed that he had no desire to import Iranian solutions into Lebanon.
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TENSIONS WITH THE PALESTINE RESISTANCE
MOVEMENT

The third significant factor which helped to foster the re-emergence of AMAL
was the steadily growing animosity between the Shi’a and the Palestine
Resistance Movement. By the late 1970s the ‘natural alliance’ was coming apart
at the seams. The often capricious and oppressive behaviour of the fida’ iyyun
versus the Shi’a often left much to be desired. In addition, Israeli strikes against
the PLO (Palestinian Liberation Organization) often resulted in Shi’i casualties,
raising tensions in the relationship between the Shi’a and the PLO.

The 1978 Litani Operation was an important watershed, in that it signalled a
much more intensive anti-PLO campaign by Israel, a campaign that persisted
until it was interrupted by the 1981 cease-fire between Israel and the PLO. The
Shi’a had simply had enough and, although the IDF (Israel Defence Force) was
often causing more direct damage than the PLO, it was the PLO that earned the
blame for the destruction wrought by Israeli arms as well as for its own
misdeeds. The reciprocal to the declining relationship of the Shi’a with the PLO
was the emergence of AMAL as a moderately effective and loosely organized
anti-PLO homeguard. In an important sense, AMAL was less an organization
than a motto, a political statement of mind that represented the adamant desire of
many Shi’a to control their own fate, and throw off the increasingly abhorred
presence of the PLO.

In the 1978-82 period there was a persistent pattern of AMALPLO clashes,
the most serious taking place in the five months preceding the June 1982
invasion. It is a fair assertion that the ongoing “War of the Camps’ which erupted
in 1985 in the Beirut area and subsequently in the south is simply the latest
chapter in AMAL-PLO fighting, and a chapter that is closely connected with the
deep animosities that were produced in the period prior to the Israeli invasion of
1982.7 Most Shi’a are today staunchly dedicated to the idea that the Palestinian
‘mini-state’, that existed in Lebanon prior to the 1982 invasion, must not be
allowed to be reerected. The fighting around the Beirut camps which only ended
in 1988 had many facets, including the coincidence of Syrian and AMAL aims,
but it should not be ignored that the AMAL campaign was motivated largely by a
commitment to forestall the re-establishment of an armed PLO presence in the
south. Most, if not all Shi’a, remain absolutely united around that goal.

While the re-emergence of AMAL was the most interesting development of
the 1978-82 period, the Shi’i Islamic street was not monopolized by AMAL. The
Iragi-based Da’wa party (Hizb al-Da’wa), taking much inspiration from the
brilliant writing and teaching of al-Sayyid Muhammad Baqr al-Sadr (Musa al-
Sadr’s cousin, who was a formidable presence in Najaf, Iraq) was active as well.
The connection between Najaf and the Lebanese Shi’i community is a grossly
understudied subject, especially considering the large number of Lebanese Shi’i
clerics who received their theological training there. As early as 1980, al-Da’wa
dissolved itself and began to work closely with the Islamic Revolution in Iran.
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During this same period, Iran seems to have sown the seeds for a number of
relationships with Lebanese Shi’a, and especially clerics. As later events were to
show, the seeds began to germinate in the post-1982 phase.

THE POST-INVASION PERIOD

The political development of the Shi’a and of Shi’i organizations is very much an
inchoate process. If the period up to 1982 was one in which AMAL was steadily
consolidating its role, the same cannot always be said for the period since the
Israeli invasion of 1982. At the level of followers, affiliation with one group or
another is often quite ephemeral, a political emotion, instead of a matter of
formal membership in an organization. As the political fortunes of AMAL have
fluctuated, so has its membership.

The year 1982 was one of great promise, but promise unfulfilled. As the
political moderates of AMAL found that moderation was a declining currency,
they were forced to deduce that political survival (not to mention physical
survival) necessitated a less moderate posture. This dynamic is well illustrated in
the south, where after more than a year of sitting on their hands, AMAL found that
if it did not join the anti-Israeli resistance they would be left behind. Thus, in the
autumn of 1983 after the Nabatiyya incident, AMAL assumed a leading role in
opposing the Israeli occupation forces in Lebanon. The Nabatiyya affair occurred
when an Israeli convoy tried to negotiate the streets of that town during the
annual ’Ashura commemoration which marks the martyrdom of the prophet
Muhammad’s grandson Imam Husain in AD 680. The convoy was stoned, trucks
were overturned, Israeli soldiers fired and several Lebanese died in the process.
Israel amassed great communal resentment for this perceived sacrilege.

The resistance forces challenging Israel’s occupation of the south represented
a wide range of ideological persuasions, and the vanguard of the resistance was
actually the residual components of the Lebanese National Movement (LNM)
that had earlier been aligned with the PLO. Thus, it is inaccurate to depict either
AMAL or Hizb Allah—despite their respective claims—as the initiator or
architect of the resistance. However, by 1984, as the resistance gained its deadly
momentum, AMAL did come to play a major role, sometimes in co-operation
with, and at other times in competition with Hizb Allah.

The combined resistance efforts of the admixture of leftists, AMAL and Hizb
Allah forced Israel to redeploy the bulk of its forces by June 1985, an
extraordinary defeat for Israel by nearly any measure. However, the Israelis did
not depart in toto, but retained control of a so-called security zone, where the
puppet militia of Antoine Lahad operates. They also left behind a cadre of several
hundred Israeli officials, including intelligence agents, Arab affairs officers, and
soldiers, who operate behind the facade formed by the Lahad militia. As the
situation warrants, Israel moves military units in and out of the security zone at
will, just as it conducts forays from the security zone into the United Nations
zone when it pleases.
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The security zone has come to serve as a magnet for attacks. While AMAL
has gone to great and often impressive lengths to delimit the geographic limits of
permissible military actions against Israel and her Lebanese allies, AMAL
recognizes that it constantly runs the risk of being seen as, at best, an objective
ally of Israel. Thus the attacks must continue in the view of the movement’s
leadership. The problem is to calibrate the attacks so that they do not provoke
massive Israeli counter-attacks, and yet to continue them at a level which
encourages Israel to draw the appropriate conclusions and close up shop in its
security zone. In the chaotic circumstances prevailing in Lebanon, the calibration
is a delicate and arduous task. It must be noted, though, that after an extended
period of real clumsiness in handling the Shi’i community in the south, the
Israelis have begun to demonstrate a somewhat keener sensitivity to the nuances
of Shi’i politics. Their military ripostes have, in recent years, been designed to
avoid undermining the AMAL organization. But force is a rough, not a delicate
instrument, and Israeli designs have been known to go awry.

Shi’i clerics in the south have become increasingly active in their respective
towns and villages. In one published manifesto, some five dozen clerics declared
their commitment to the establishment of Islamic rule in Lebanon, and their
fealty to the line of the Iranian-sponsored Hizb Allah. At the same time, the twin
processes of fragmentation and radicalization have marked the Shi’i community.
In short, and as a major understatement, the situation is becoming ever more
difficult to deal with.

Political authority in southern Lebanon has been badly fragmented. There are
few vestiges of governmental legitimacy. Lebanese soldiers and police-officers
confine their activities to the barracks and the office, and while the symbols of the
state are allowed to survive, there is little palpable demonstration that the state is
any more than a flimsy memory. Thus, AMAL has bonded itself to the only
legitimate institution that operates in the south, namely the United Nations
Interim Force in Lebanon (UNIFIL). UNIFIL, since its creation in 1978, has
managed to provide significant degrees of security and prosperity in the south,
while simultaneously frustrating the designs that many Lebanese presume Israel
has upon the south. Although seldom written about, AMAL has found a special
symbiosis in its relationship to UNIFIL, in that it provides some services that
UNIFIL cannot provide for itself, namely intelligence-gathering and the
mobilization of popular support. For its part, Hizb Allah, taking the lead from
Iran, has severely criticized UNIFIL for serving Israeli and western interests.
Both Iranian and Hizb Allah spokesmen rejected United Nations Resolution 425
as an example of ‘superpower arrogance’ that justified the protection of Israel,
not Lebanon. One surmises that the cosy relationship between UNIFIL and
AMAL might also have been an irritant. In August 1986 UNIFIL was subjected
to direct armed attack as a result of such accusations. Fortunately, the public
reaction to these attacks was strongly negative, including a major demonstration
in favour of UNIFIL. The people of the south have lived through some really
cruel and punishing experiences, and they readily recognize that whatever its
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demerits, they are far better off with a United Nations force than without one.
Thus the attacks upon UNIFIL have ceased, for the most part.

Meanwhile, both AMAL and Hizb Allah compete for the same constituency.
It is a constituency characterized by poverty, anger, impatience and pragmatism.
Whatever their organizational loyalties, the Shi’a share a deeply held sense that
they have not been treated fairly. They demand major adjustments in the
parameters of politics in Lebanon, and they are no longer satisfied to play a
subordinate role to either the Sunnis or the Maronites. Indeed, the striking
development over the course of the 1980s was the shift in the Shi’i perspective
on political reform in Lebanon. In 1982 the community would have been
satisfied by modest incremental concessions that recognized their demands and
promised progress toward meeting their claims. Today, the Shi’a are much less
patient.

Few competent observers believe that the majority of the Lebanese Shi’a want
to establish an Islamic Republic in Lebanon. Indeed, for many of the Shi’a the
prospect is not a welcome one. However, Hizb Allah was until recently
handsomely financed by Iran, and in the appalling economic climate that defines
Lebanon, men and women (whatever the essence of their beliefs) will sell their
loyalty to feed their children. Also, Iran has dispatched a cadre of well-trained
organizers and technicians, who do not waste their time making shrill speeches,
but instead provide real and meaningful assistance to people who really need it.
AMAL is profoundly representative of the majority of the Lebanese Shi’a, but its
coffers are not overflowing, and its last few years have not been particularly
creative ones. Thus, a quick end to the AMAL-Hizb Allah struggle for the
political soul of Lebanon is not in sight.

One of the factors that has helped radical Hizb Allah gain adherents has been
the failure of moderation. Hizb Allah offers a radical prescription that is
appealing in the face of obduracy and immobility. Thus, one of the developments
spawned by Hizb Allah has been the growing radicalism of AMAL. Indeed, were
Hizb Allah to be erased today, the political climate left behind would still bear the
imprint of its influences, which has not been salubrious for the reconstruction of
Lebanon.
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Economic destruction and reconstruction



Chapter 4
Economic destruction and imbalances in post-
revolutionary Iran
Hooshang Amirahmadi

The post-revolutionary Iranian economy has experienced significant turbulence
and decline; it needs considerable injections of money and material to return to
normal and then start to grow again. To give an indication of the depth of the
economic crisis, Iran’s real 1988 GDP was almost equal to what it was in 1975
(about Rls 3,000,000 million, at 1974 constant prices) while its real 1988 per
capita GDP had fallen to about Rls 50,000 (at 1974 constant prices) which is
equal to what it was in 1970. In 1989 most industries were operating at about 20—
30 per cent of capacity and there was a ten-year investment backlog in the
economy. Meanwhile, the population, some 57 million in 1990, has been
growing at about 3.7 per cent per annum since the Islamic Revolution (excluding
refugees from Iraq and Afghanistan), adding some 310,000 to the workforce each
year, swelling the pool of unemployed people by about 190,000 a year. The
ballooning double-digit unemployment rate (15.9 per cent in 1988) along with
hyperinflation (at 32.4 per cent in 1988) and a declining GDP (* 1.4 per cent in
1988) has resulted in substantial increase in incident of absolute poverty among
some 65 per cent of the population.'

As I have argued elsewhere, the economic trouble is rooted in a set of
interrelated constraints of varying types, origin, impact and tenaciousness.’
Major among them are the Shah’s economic legacy; the post-revolutionary
political chaos; the Iran-Iraq War; instability in the oil market; dependency on
world capitalism and pressure from the west; foreign exchange and human capital
bottle-necks; and the government’s inability to formulate a consistent and stable
economic policy. Additional problems originated from the Revolution-induced
expectations and the unrealistic promises by the new regime; various
infrastructural, managerial and institutional obstacles; and the state’s inability to
regulate its relations with the domestic opposition and the international
community. Finally, the devastating earthquake in June 1990 came at an
unfortunate moment in the life of the ailing economy when it was just about to
stabilize after the cease-fire in August 1988.

Among these constraining factors, fluctuations in oil revenue, impact of the
war and the earthquake, the government’s erratic economic policies, and the
fractured domestic politics have been the most destructive to the economy. This
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chapter begins with an analysis of the war destruction which also had far-
reaching implications for the oil sector and its revenue. A preliminary
assessment of the damage wrecked on the economy by the earthquake is also
reported. The final part focuses on eight sets of imbalances from which the
economy suffers the most and explains their complex and interrelated causes. In
Chapter 5 I shall give a detailed account of the First Five-Year Economic, Social
and Cultural Development Plan of the Islamic Republic of Iran (1989-93). The
plan intends to stabilize the economy and structurally adjust its imbalances in the
hope of normalizing the war economy and then leading it toward a growth path.
An account of policy changes in the wake of the Persian Gulf crisis is also given.
The chapter is concluded with an assessment of the prospects for economic
growth in Iran.

IMPACT OF THE IRAN-IRAQ WAR

Any realistic assessment of economic performance under the Islamic Republic
must account for the devastating impact of the Iraqi war against Iran. The war
began on 22 September 1980 and lasted until 20 August 1988. Iraq invaded Iran
along a front of 1,325 km and occupied some 14,000 sq km of the Iranian
territory in the five southern and south-western provinces of Khuzestan, Ilam
Bakhtaran, Kurdestan and West Azarbaijan (Figure 4.1). These provinces account
for some 10.8 per cent of the country’s land area and about 17 per cent of its
population. Khuzestan is the oil capital of Iran and home for major economic
establishments including port facilities, steel factories, oil refineries and
petrochemical complexes. Bakhtaran was also among the better developed areas
of Iran and along with the other four, was considered an important centre for
agriculture and traditional indus tries. But the war was not limited to these
provinces only as Iraqi missile attacks and bombardments were extended to
many cities in the central part of Iran.

Before an account of the war economic damage, a few words need to be said
about the nature of the war-damage data and the methods by which they have
been created. Prior to the cease-fire in August 1988, economic damage items
were grouped into four categories of Iraqi prisoners of war (POWs), expelled
Iraqis of Iranian origin, the private sector and the public sector. For the first two,
monetary loss was calculated through multiplying average expenditures per
person by the total number of persons. For the last two, seven economic sectors
were identified and for each from one to nine types of damage in two categories
of ‘direct economic damage’ (DED) and ‘indirect economic damage’ (IED) were
reported. Direct damage included building and installations, machinery and
equipment, and material and goods among other similar national wealth. Indirect
damage included various types of opportunity costs including lost potential GNP
and oil revenue as a result of reduction in capacity, delay in operations and
obstacles emanating because of the war. To arrive at the damage for each sector,
the number of units damaged or lost was multiplied by the unit price (present or
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Figure 4.1 War-damaged and earthquake-damaged areas of Iran, 1990

future). In most cases, however, a percentage was assigned to represent the
degree of damage a unit had sustained and damage of over 50 per cent was
considered total loss.?
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After the cease-fire and when peace negotiation and economic recovery became
important, the government adopted a national income-accounting framework to
report its final economic damage figures. The approach used is value-added.*
While the same DED and IED categories are maintained, only three types of
damage are reported: building and installations (B&I), machinery and equipment
(M&E) and material and goods (M&G). There are seven economic sectors for
which data are available: agriculture, mining, industry, oil, electricity/gas/water,
construction and housing, and services. Data are also given for respective
subsectors and provincial and annual distribution of damage.

The data reported here include economic damage only and exclude damage to
the defence sector and human losses, which are maintained separately. The war’s
military expenditures alone must have amounted to some $105 billion to $110
billion.> There have also been some 300,000 casualties, including 61,000
missing in action and another half a million disabled and maimed.® The data are
‘official’ not only because they are produced by the government but also because
they are produced with a view to possible war reparation.” It is, therefore,
reasonable to assume that the reported data tend to be inflated. The
overestimation problem might have been compounded by inclusion of some
indirectly related items, calculations based on current inflationary prices, and use
of unrealistically high exchange rate (75 rials to a US dollar) and above-market
price for oil to arrive at indirect war damage (opportunity costs) and damage to
the oil sector.®

This tendency for overestimation is, however, checked for by an opposite
tendency for underestimation of the economic damage figures. For example, they
exclude environmental consequences, oil given to Syria as gift or sold to it at
substantial discount, and additional shipping and insurance charges for oil
exports due to re-routing and increased risk in the Persian Gulf. Excluded in the
damage figures are also psychological, political and socio-cultural impact on the
population, war-related inflation and postponement of important development
and educational projects. Increased import of oil by-products, and the cost of
reversing an early policy of maintaining a lower defence spending are also not
included in the calculations of economic damage figures.’

The final government report covering the complete war period, gives Rls 65,
353,749 million (current prices) for total economic damage of the war, of which
47.15 per cent (Rls 30,811,423 million) is counted as DED and the rest as IED.
These numbers indicate the enormous magnitude of the damage caused by the
war compared to the size of the economy and its export-earning capacity. Thus,
as indicated in Table 4.1, the figure for DED is 23.35 per cent of Iran’s current
price GDP for the entire 1980-8 period of Rls 131,981,500 million, and amounts
to twenty years of the country’s oil revenue at the 1983 earning level of $20.5
billion, the highest level of earning from oil in any single year in the post-
revolutionary period (at official exchange rate of Rls 75/ US$). Over the 1979-
89 period Iran made less than $145 billion from oil exports as compared with
$410 billion that it lost in direct economic damage. Figure 4.2 depicts the relative
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magnitude of DED and GDP over the 19808 period and indicates that the war
damage was particularly high in 1982-3 and 1985-6 periods, with this latest year
representing the peak. The 1986 DED amounted to 48 per cent of the year’s
GDP. (Postscript: Using an exchange

Table 4.1 Direct economic damage (DED) of the war, 1980-8, from the beginning to the
cease-fire* (million rials, current prices)

Year Building Machine Material Total Annual  Current  Total
& ry & & goods annual  DED as price annual
installati  equipme DED % of GDP® DED as
ons nts grand % of

total annual

GDP

1980 297,039 236,707 304,400 838,146 2.72 6,758, 12.40
900

1981 343,791 448918 244,507 1,037, 3.37 8,218, 12.62
216 500

1982 50,738 97,654 3,580, 3,728, 12.10 10,621, 35.10
140 532 500

1983 1,021, 1,203, 2,296, 4,521, 14.68 13,471, 33.57
087 698 948 733 300

1984 238,545 1,130, 568,747 1,938, 6.29 14,600, 13.28

960 252 700
1985 558,119 1,056, 2,129, 3,744, 12.15 15,948, 23.48
650 796 565 200

1986 6,671, 960,222 763,890 8,395, 27.25 17,512, 47.94
457 569 600

1987 621,670 1,330, 1,320, 3,273, 10.62 20,605, 15.88

533 906 109 400
1988 125,852 3,086, 121,843 3,334, 10.82 24,244, 1375
606 301 400

Grand 9,928, 9,551, 11,331, 30,811, 100.00 131, 23.35

total 298 948 177 423 981,500

% of 3222 31.00 36.78 100.00

total

Sources: Gozaresh-e Naha’i, pp. 14-18; Gozaresh-e Eqtesadi Va Taraznameh, various
issues, 1980-7; author’s calculations. Note that the total rial figure (30,811,423)
includes 117,123 rials for direct damage assessed in foreign exchange,
calculated at an average official rate of about 75 rials to 1 US dollar. However,
the free market exchange rate over the 19807 period has varied from five to
twenty times the average offical figure.

Notes: * The war began on 22 September 1980 (31 Shahrivar 1359) and ended with the
cease-fire on 20 August 1988 (29 Mordad 1367)

> GDP figure for 1988 is preliminary
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Figure 4.2 Direct economic damage of the war and GDP, 1980-8

Source: Based on Table 4.1

Figure 4.3 Share of each year in total direct economic damage of the war, 1980-8
Source: Based on Table 4.1

Figure 4.4 Share of the three main categories of direct economic damage of the war,
1980-8

Source: Based on Table 4.1

rate of Rls 237 per dollar, the United Nations has put Iran’s direct economic
damage at $97,248 million, or less than one-fourth of Iran’s figure. The
exchange rate is the one used to calculate Iran’s membership payments to the UN
bodies—see UN Security Council, S/23322, December 24, 1991.)

The yearly distribution of the war economic damage is also given in Table 4.1
and depicted in Figure 4.3. As indicated in the table, DED remained relatively
low during the first two years, but gradually increased, reaching a peak of 27.25
per cent of total damage in 1986 when the oil prices declined sharply. Indeed,
Iran’s oil revenue for the year dropped to $5.8 billion from an estimated $15
billion, while its war economic damage increased to Rls 8,395,569 million from
Rls 3,744,565 million for the previous year. These observations indicate that if
the war had stopped when Iraqis were expelled from the city of Khorramshahr in
1982, or oil price had not collapsed in 1986, Iran’s economic loss would have
been substantially lower. While drop in oil revenue reduced Iran’s defence
capability, continuation of the war beyond 1982 encouraged Iraqis to use more
destructive air attacks against Iran’s economic targets.

Table 4.1 also gives distribution of DED in terms of the three major types of
damage, namely damage to B&I, M&E and M&G, which are depicted in
Figure 4.4. The corresponding figures are 32.22, 31.00 and 36.78 per cent. The
larger figure for damage to M&G is indicative of the labour-intensive nature of
the Iran-Iraq War. To get a better picture of the nation’s economic loss from the
war, figures for B&I and M&E have to be considered in combination as they
together stand for capital stocks and other investments and fixed assets. Note
that, as expected, damage to B&I and M&E reached their peak in 1986 when
missile attacks and bombardments were heavy at a time of reduced defence
capability due to decline in oil revenue, while most damage to M&G occurred in
1982 and 1984 when ground war was more intense. Again, if the war had
stopped by 1982 or even by 1984, much of the damage to the nation’s built
environment and capital stocks would have been prevented.

Table 4.2, along with Figure 4.5 and Figure 4.6, gives the sectoral distribution
of DED and I ED, as well as distribution of DED into damage to B&I, M&E and
M&G. The table is organized into six ‘productive’ and five ‘service’ sectors.
Their shares in DED are given at 40.30 and 59.70 per cent respectively.
The higher share for services in DED is due to a significant damage to the
nation’s public services including ministries and defence establishments. Indeed,
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Figure 4.5 Sectoral distribution of direct economic damage of the war, 1980-8

Source: Based on Table 4.2

this sub-sector (public services) alone accounts for 51.18 per cent of DED and
85.74 per cent of damage sustained by the service sector as a whole. Within the
productive sectors, the oil sector has received the most damage, accounting for
23.98 per cent of DED and 59.45 per cent of damage inflicted on the productive
sectors as a whole. Thus oil sector and public services together account for 75.16
per cent of all DED. In sharp contrast, the productive sectors account for 87.16
per cent of IED or 6.8 times the share of the service sectors. While the war
prevented the society from utilizing its productive capacities,

Table 4.2 Sectoral distribution of direct and indirect economic damage of the war, 1980-8
(million rials, current prices)

Sectors Dricet Economic damage Indire Total Share
ct direct of
econo & driect
mic indire dama
dama ct gein
ge dama total

ge dama
ge
(%)

Buildi Mach Materi Total Share

ng inery al & intota

&insta &equi goods [ (%)

llation pment
s s

A Productive 7, 2, 2, 12, 40. 30, 42, 29.
sectors (total) 915, 436, 065, 417, 30 108, 525, 20
822 932 121 875 007 882
1 Agric 644, 557, 581, 1, 579 14, 15, 11.
ulture 544 013 820 783, 173, 957, 18
377 955 332
2 Minin 19, 10, 6, 35, 0.12 23, 59, 60.
g 209 074 507 790 410 200 46
3 Indust 154, 1, 30, 1, 528 851, 2, 65.
ry 597 441, 363 626, 859 478, 63
900 860 719
4 Oil 6, 250, 329, 7, 23. 13, 20, 35.
802, 786 795 382, 96 416, 799, 49
044 625 915 540
5 Electr 115, 175, 1, 1, 426 1, 2, 44.
icity, 013 019 023, 313, 634, 948, 55
gas & 703 735 922 657

water
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2175,
488

18,
393,
548

726,
754

230,
488

141,
330

15,
771,
420
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Figure 4.6 Sectoral distribution of direct and indirect economic damage of the war, 1980—
8

Source: Based on Table 4.3
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particularly in agriculture and oil sectors, its impact on the utilization rate of
services was more or less limited. Moreover, services could be reproduced easier
in wartime than productive capacities.

To get a better picture of the extent of sectoral DED and total economic
damage, one should consider them in association with sectoral value added.
Table 4.3 and Figure 4.7 are constructed to reveal these relations. The electricity,
gas and water sector incurred the heaviest DED relative to its value added,
followed by the oil sector and services. Their DED as per cent of their value
added are about 106, 65 and 25 per cent. However, when the total economic
damage is considered, agriculture leads services by a large margin, indicating the
sector’s huge IED (the relevant figures are about 60 and 31 per cent
respectively). Note also that DED for all sectors equals some 23 per cent of their
1980-8 value added. The corresponding figure for DED and I ED together is 49
per cent.

Among the productive sectors, oil accounts for the highest share in damage to
B&I, at 85.93 per cent, followed by agriculture at 8.14 per cent. The remaining 5.
93 per cent is shared by the other four productive sectors. The situation with the
damage to M&E is a bit different. Here industry accounts for the largest share,
59.17 per cent, followed by agriculture at 22.86 per cent. Damage to M&G is
also differently distributed with electricity, gas and
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Figure 4.7 Sectoral value added, direct and indirect economic damage, 1980-8

Source: Based on Table 4.3

Table 4.3 Sectoral value added, direct and total economic damage 1980-8 (million rials,
current prices)*

Sector [1] [2] [3] [4] [1]as [1]as [2]as [2]as
Direct  Total Total Averag %o of [3] % of[4] % of [3] % of [4]
econom econom value e

ic ic added  annual
damage damage value
added
Agricult 1,783, 15, 26, 2,934, 6.75 60.78  60.43  543.84
ure 377 957, 407, 211
332 900
Mining 35,790 59,200 1,030, 114, 3.47 3126 575 51.71
400 489
Industry 1,626, 2,478, 10, 1,214, 14.88 13396 22.68 204.10
860 719 930, 456
100
Oil 7,382, 20, 11, 1,267, 6472 582.52 18235 1641.
625 799, 406, 356 18
540 200
Electric 1,313, 2,948, 1,234, 137, 106.44 958.00 238.91 2150.
ity, gas 735 657 200 133 22

& water

Constru 275, 282, 9,075, 1,008, 3.04 2732 3.1 28.01
ction & 488 434 600 400

housing
Service 18, 22, 73, 8,128, 25.14 22629 3120 280.84
s 393, 827, 155, 422
548 867 800
Total 30, 65, 133, 14, 23.12  208.12 49.05  441.45

811, 353, 240, 804,
423 749 200 467

Sources: Gozaresh-e Naha’i, pp p. 28-30, 126-7; Salnameh-e Amari, 1983, p. 702;
1987, p. 461; author’s calculations

Note: * Figures for 1988 value added were estimated by the author based on the
assumption that GDP growth rate and sectoral share in 1988 were identical to
those for 1987

water accounting for 49.57 per cent followed by agriculture at 28.17 per cent.
Thus, while damage to the oil sector is largely related to the loss of its B&I,
industries have mainly suffered from the destruction of their capital stock and
electricity, gas and water from loss of their M&G. Incidently, agriculture comes
second for all three types of damage, although its damage is more in the side of
material, goods and capital stocks.
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Provincial distribution of DED into damage to B&I, M&E and M&G is given
in Table 4.4 and Figure 4.8, where the six most-damaged provinces are
distinguished from the rest of the country’s twenty-four provinces. The six
provinces together account for 43.96 per cent of all DED and among them
Khuzestan with 34.27 per cent of all DED ranks far above of the rest. This is
expected as the war was basically fought in this province where almost all
Iranian oil installations and major port facilities are located. Khuzestan is also
home to a good number of Iran’s petrochemical and heavy establishments,
modern agro-businesses and light manufacturing industries. The city of
Khorramshahr and the Abadan Oil Refinery (the largest in the Middle East) in
the province were almost totally destroyed, while the city of Abadan was
damaged by over 50 per cent. Moreover, of the total damage to the province,
some 71 per cent relates to B&I, which may be explained by its proximity to the
front and thus total and continued engagement in the war. A similar observation
is also made when we note that the six provinces in the war zone account for 85
per cent of all damage to B&I in all twenty-four provinces. Again, a direct
correlation between proximity and size of damage to B&I is detected.

The financial and budgetary damage of the war have been equally significant.
The war was the government’s top priority and its budget was always secured
before allocations to other sectors were made. Iran received little if any
significant support from the international community. In a speech in July 1989
President Hashemi Rafsanjani, then Speaker of the Parliament, revealed that
‘during the war some 60 to 70 percent of the country’s income was spent on the
war’.!% Unconfirmed reports have indicated that in the first months of the war as
much as $300 million a month was being spent on the war. According to a
government report, the total war expenditures for the 1981-6 period, amounted
to Rls 3,538,200 million (about $41.6 billion at 84.9 rials to $1), accounting for
16.9 per cent of all public expenditures in the period.

Table 4.4 Provincial distribution of direct economic damage of the war, 1980-8 (million
rials, current prices)

Province Building and ~ Machinery Material and  total % of total

installations  and goods

equipments

Khuzestan 7,523,721 1,449,719 1,585,219 10,558,659 34.27
Lorestan 10,689 1,007,378 34,737 1,052,804 342
ITam 637,761 6,453 82,721 726,935 2.36
Bakhtaran 275,065 36,059 271,764 582,888 1.89
Sistan & 0 315,074 3 315,077 1.02
Baluchestan
W.Azerbaijan 11,113 264,763 31,691 307,567 1.00

Total of the 8,458,349 3,079,446 2,006,135 13,543,930 43.96
SiX most-
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Figure 4.8 Provincial distribution of direct economic damage of the war, 1980-8
Source: Based on Table 4.4

Notes: List of provinces: 1. Khuzestan; 2. Lorestan; 3. llam; 4. Bakhtaran; 5. Sistan &
Baluchestan; 6. W.Azarbaijan; 7. Other provinces

Province Building and ~ Machinery Material and  total % of total
installations  and goods
equipments
damaged
provinces
Other 1,469,949 6,472,502 9,325,041 17,267,493 56.04
provinces?®
Total 9,928,298 9,551,948 11,331,176 30,811,423 100.00
Share of the 85.19 32.24 17.70 43.96
six most-
damaged

provinces in
total damage
(%)

Sources: Gozaresh-e Naha'’i, pp. 22—6; author’s calculations
Note: * Share of any one of the provinces in total DED is less than 1 per cent

Another $12 billion to $15 billion may be added to the total figure (for the
remaining war period to August 1988) to arrive at the grand total of some $53.6
billion to $56.6 billion for the entire war period. About 88.7 per cent of the war-
related spending over the 1981-6 period has gone to direct expenditures, of
which some 91 per cent had been earmarked for the war-related defence
spending. In sharp contrast, reconstruction of the war-damaged areas received
under 9 per cent of the direct spending. Equally meagre was the share of the
indirect costs in the total war expenditures, some 11 per cent, paid to Martyrs
Foundation and to the Foundation for the Affairs of the War Migrants.'! Note
that financial and budgetary damage are also included in the calculation of DED.

Finally, we also have to account for the physical damage of the war, more
specifically, damage to the country’s human settlements. A total of fifty-two
cities have been damaged, six of them completely levelled (Hoveizeh, Qasr-e
Shirin, Musian, Ozgoleh, Khosrawi and Naft Shahr) and another fourteen
sustaining from 30 to 80 per cent damage (Khorramshahr, Nosoud, Dehloran,
Gilan-e Qarb, Abadan, Bostan, Mehran, Susangard, Shush, Dezful, Andimeshk,
Baneh, Sar Pole-e Zohab and Sardasht). Well over 30 per cent of villages in the
war zone (about 4,000 villages) have been destroyed, many totally levelled.
During site visits in 1986 and 1990 I witnessed the war’s enormous physical
destruction. The monetary value of total damage to the country’s human
settlements (urban and rural) was put at about $13 billion for the September 1980
to September 1985 period (of which 54 per cent related to rural destruction).
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Statistics for the remaining war period (to August 1988) are not available. The
most educated guess is that some $5 billion worth of damage may have been
inflicted during this later period, raising the total figure for damage to the human
settlements to around $18 billion.!> Note that this damage is also included in the
government calculation of DED.

IMPACT OF THE EARTHQUAKE

The Iranian plateau is one of the most seismically active region of the world. The
country has frequently suffered from catastrophic earthquakes, eight since the
turn of this century and three since 1970. A total of 160,000 people have lost
their lives and millions have been maimed or disabled, left homeless, and lost
their jobs and properties. Some 25,000 lost their lives in the 1987 Tabas
earthquake alone. Yet the subsequent governments never took any significant
step to minimize the nation’s vulnerability to seismic risk. Lack of pre-disaster
planning, poor construction and absence of building regulations and codes were
major factors in the high degree of damage that these quakes inflicted on Iran.
Such damage would have been even higher if the earthquakes had occurred in
urban centres where population and housing densities are significantly higher
than in rural places and small towns where most of these quakes have occurred.

The most destructive earthquake in modern Iran occurred on 21 June 1990. It
measured 7.3 to 7.6 on the Richter scale and hit the northern part of Iran,
covering some 30,000 sq km of Gilan and Zanjan provinces (see Figure 4.1).
According to the latest government statistics, some 750,000 people lived in the
area which included over 1,600 villages; there were also two provincial centres,
thirteen medium-sized cities and over thirty smaller towns. According to a UN
report, ‘Not since the Tangshan earthquake in China, 1976, has the world seen an
industrializing and agriculturally important region so widely and
comprehensively laid waste’.'® During a site visit in January 1990 I observed the
colossal damage that the quake had inflicted on houses, shops, schools, hospitals
and the various types of infrastructures in the region, and spoke to hundreds who
had lost family members, relatives and properties.

According to government reports, some 37,000 lost their lives and over 300,
000 were injured, disabled or became homeless. The quake destroyed twelve
small cities and towns, a few, like Mangil, Lushan and Roudbar, were almost
totally levelled and others like Taram (Olia and Sofia), Alamout, Qagazan and
Daylamon received damage of varying degree. In addition, 270 villages are
reported to have sustained damage of over 60 per cent (138 villages in one Taram
Olia district in Zanjan alone), while as many as 500 villages have received
damage of varying degrees.'* When I visited the area, most surviving residents
were living in makeshift units, while others had left the area for other places to
seek accommodation with relatives. In most cases, household items, most
destroyed or significantly damaged, were piled under a tent in the open yard.
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The physical destruction has been the most severe in the housing sector. Over
100,000 houses have been destroyed and need to be rebuilt, while as many
received damage of varying degrees and need repair (see Tables 4.5 and 4.6).
Among other destroyed physical structures are 1,329 schools, with 7,391
classrooms and 672,890 sq m of built area (see Table 4.7). Also 216 health
centres were destroyed, including two large hospitals (see Table 4.8). Extensive
damage was inflicted on sixty-eight industrial plants. An unknown amount of
damage has also been inflicted on shops, public places, bridges, highways and
feeder roads, agricultural production and various infrastructures in the area. The
huge and critically important Safidroad Dam in Manjil area was slightly
damaged with far-reaching implications for rice plantations in Gilan Province in
the summer of 1991. The monetary value of the total damage is estimated at $7
billion to $10 billion, or more than two-thirds of Iran’s oil revenue in 1989.
Rebuilding damaged houses alone is estimated to cost some $5,182 million (see
Table 4.5).

Table 4.5 Destroyed residential units

Province/location 9% Damaged Units damaged  Units to be
rebuilt
Gilan
Rural <30 57,119 57,119
Rural >30 17,796 5,932
Urban <30 15,218 15,218
Urban >30 2,946 982
Zanjan
Rural <30 17,795 17,795
Rural >30 9,266 3,089
Urban <30 NA NA
Urban >30 NA NA
Location Units to be rebuilt Cost (million
$US)
Total rural
(Zanjan/Gilan) 83,935 4,016
Total urban
(Zanjan/Gilan) 16,200 1,166
Total rural and urban 100,135 5,182

Source: Mission of Islamic Republic of Iran to the UN, Iran’s Killer Earthquake of June
21, 1990 (New York, n.d.)

Note: In this table, those units damaged over 30% are considered as units to be rebuilt,
while every three houses damaged by less than 30% are considered equivalent
to one unit to be reconstructed
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MAJOR ECONOMIC IMBALANCES

As a result of the various constraining factors including the war, the economy
has developed a number of interrelated and largely tenacious imbalances of
significant magnitude. As we shall see in Chapter 5, these imbalances are the
primary targets of the post-

Table 4.6 Damage to residential units by the June 1990 earthquake

Location Number of damaged hou ses (urban & rural)
Under 30% Over 30%

Rasht 7,512 6,238
Roudbar 500 28,232
Someh Sara 671 3,448
Fowman 2,963 11,462
Hashtpar 757 417
Bandar Anzali 31 10
Roudsar 2,599 6,712
Langeroud 584 1,082
Lahijan 6,240 8,504
Astaneh Ashrafiyeh 1,724 4,644
Zanjan 2,921 5,645
Qazvin 5,411 9,681
Takestan 937 2,469
Total 32,850 88,544

Source: Housing Reconstruction, 1990

war plan for economic recovery, stabilization and structural adjustment. In what
follows, I shall give the most important aspects of eight interrelated imbalances
from which the economy suffers the most; these imbalances are as follows:

1 aggregate demand is far greater than aggregate supply

2 private liquidity is far greater than real GDP

3 demand for foreign exchange is greater than its supply

4 public expenditures are far greater than public income

5 demand for investment in productive sectors is far greater than available
savings for the purpose

6 supply of unskilled labour is expanding at a far greater rate than demand for
labour

7 the state has disproportionate economic responsibility compared to the
private and co-operative sectors

8 the available technology is inappropriate for a growth orientation in the
economy.
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The factors underlying these imbalances will now be discussed.

Table 4.7 Destroyed schools

Region Damaged schools ~ No. of classrooms — Built area (sq m)
Rasht 81 651 55,890
Khomam 14 94 8,540
Khuchesfehan 22 102 9,710
Lasht-e-Nesha 10 52 5,920
Bandar Anzali 6 66 8,240
Roudbar 168 912 109,440
Ammarloo 79 434 24,100
Roudsar 60 360 33,120
Amlash 45 170 15,820
Some-e-Sara 7 21 2,100
Toulemat 7 25 2,500
Massal 3 18 1,650
Fouman 23 69 6,900
Shaft 25 112 10,080
Astaneh Ashrafieh 48 224 16,290
Kia-Shahr 16 72 5,460
Lahijan 87 415 31,510
Siahkal 68 338 22,120
Langeroud 64 292 27,730
Tarem Olia 87 435 39,150
Tarem Sofia 85 425 38,250
Takestan 38 228 20,520
Manjil/Lushana 123 615 55,350
Abhar 72 526 52,300
Qazvin 61 495 44,550
Zanjan 30 240 25,650
Total 1,329 7,391 672,890

Source: Mission of Islamic Republic of Iran to the UN, Iran’s Killer Earthquake of June
21, 1990 (New York, n.d.)

Note: ® The original table lists Roudbar here, but Roudbar is previously listed in the sixth
row of the table; I have assumed that the numbers in this row belong to Manyjil
and Lushan, the two highly destroyed towns not listed in the original.

Aggregate demand is far greater than aggregate supply

Table 4.9 and Figure 4.9 are provided to indicate the supply-demand imbalance
in the post-revolutionary Iran. The country’s gross domestic product declined, in
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real terms, by 0.7 per cent a year over the 1979-87 period. Underutilized existing
capacity was at the root of this decline. Even two years after the ceasefire, most
Iranian industries continued to operate at about 20-30 per cent

Table 4.8 Destroyed health centres

District Health Rural Urban District Behvarz  Hospital Total

House health health health training

centre centre centre centre

Roudbar 54 7 5 1 1 1 69
Lahijan 11 1 - - - - 12
Roudsar 30 2 - - - - 32
Fooman 8 - - - - - 8
Some-e- 2 - - - - -
Sara
Rasht 7 - - - - -
Ashrafieh 4 - - 1 - - 5
Zanjan 16 4 - - - - 20
Ghazvin 49 11 - - - 1 61
Total 181 25 5 2 1 2 216

Source: Mission of Islamic Republic of Iran to the UN, Iran’s Killer Earthquake of June
21, 1990 (New York, n.d.)

of their theoretical capacity. The underutilization problem is in turn caused by a
variety of bottlenecks but most notably by the shortage of foreign exchange, the
lack of skilled workforce and a low level of public development expenditures.
The human capital problem exists at various levels, but most notably for people
who can manage and operate complex organizations and processes. The Islamic
Revolution forced many technocrats into exile and those who remained were
absorbed in the war operations, sent into early retirement, or left productive units
and the public sector for a higher return in various private service activities.
Meanwhile, the country’s educational system was too weak to produce the
needed experts.

The foreign exchange problem is caused by the decline in oil revenue
beginning in 1984 largely because of decline in demand for oil in the
industrialized countries and of Saudi Arabia’s malicious overproduction policy
designed to break the back of the Islamic Republic who insisted at the time in the
continuation of the war. In 1986, for example, a Saudi ‘engineered glut’ reduced
Iran’s oil revenue to a mere $5.8 billion, from a projected $15 billion. The war
also destroyed a good part of Iran’s oil installations and prevented the
government from pumping oil on a regular basis. It also forced the government
to reduce foreign exchange allocations for non-defence-related economic sectors,
further constraining their production. Most industries which did not produce
‘essential goods’ were given no foreign exchange at all; many were even shut
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Figure 4.9 Gross domestic product and use of resources, 1980-9

Source: Based on Table 4.9

down to save foreign exchange for other units. Most Iranian industries depend on
foreign markets for from 65 to over 75 per cent of their inputs. Trade embargoes
and freezing of Iranian assets, led by the United States, further exacerbated the
situation. A March 1981 study by the Central Bank of Iran put the economic and
financial cost of the US hostage episode to Iran at about $10 billion."

Moreover, the war, along with the new revolutionary foundations and the
subsidized markets, led to a significant increase in Iran’s current expenditures
largely at the expense of its development expenditures. By 1987, 82 per cent of
the public budget was being allocated to current expenditures, of which 52 per
cent (Rls 1,700,000 million) was going to the war and 7 per cent (Rls 230,000
million) to various revolutionary foundations. The government subsidies for
necessities (such as fertilizer, sugar, cooking oil, wheat, milk, meat and so on)
also increased, from Rls 37,300 million in 1980 to Rls 103,500 million in 1989, a
277 per cent jump in nine years.'® In the prevailing political chaos, the private
sector also refrained from putting its ballooning liquid assets and savings in fixed
investments and productive uses. Significantly, in the post-war period, the share
of the public sector in fixed investments has increased while that of the private
sector is in decline. Super-profit-making opportunities in the private services
exacerbated the trend. In 1989 only 15 per cent of GDP was being allocated to
fixed capital formation, down from 27.6 per cent in 1978.

As gross domestic production was declining, aggregate demand was steadily
increasing in both absolute and relative terms (relative to GDP). This happened
despite a 50 per cent decline in real per capita income and a significant income
concentration in post-revolutionary Iran. A rapid population growth and
urbanization, coupled with the war and an expanding bureaucracy were among
the major influences. Additional stimuli came from a revolutioninduced rising
public expectation, wage increases in the 1978-80 period, a limited income
distribution in the immediate post-revolutionary period, government welfare
programmes including subsidies for basic needs, and the loan spree by the
government and the so-called interest free loan funds (Sandoughha-ye
Gharzulhasaneh).

Most of the increase in effective demand came from non-productive
consumption and the public sector. This lopsidedness notwithstanding, the
increase in effective demand could have stimulated production if economic
conditions were normal. However, in the war environment and in a dependent
economy facing foreign currency shortage, the supply-demand imbalance led to
a chronic shortage of most commodities, resulting in hyperinflation. Thus,
except for 1985, the inflation rate in post-revolutionary Iran remained in double-
digit range and in 1988 was reported at about 34 per cent. The black market rates
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were much higher, at times approaching 2,000 per cent for some scarce
commodities.

Private liquidity is far greater than real GDP

A major impact of the war on the economy includes creation of super-profit-
making opportunities for a few big intermediaries and traders. The result has
been a significant concentration of income and wealth in the country. Before the
Revolution, 100 families were considered billionaires in Iranian tumans (a tuman
equals 10 rials). By 1988 the number had increased to over 900.!

This wealth was, however, largely kept in liquid form not only because of
political uncertainty but also because liquid assets brought significantly higher
profits in the wartime, service-oriented economy. In 1987 liquidity of the private
sector stood at Rls 12,668,200 million, equal to 61.5 per cent of the year’s current
price GDP and 111.4 per cent of the year’s GDP at 1982 constant prices. By
1989 the private liquidity had reached Rls 17,980,000 million (see Table 4.10
and Figure 4.10).

The primary result has been hyperinflation and uneven sectoral development
in favour of the lucratively profit-making services and trades. The non-
productive orientation of the economy, in turn, has created significant distortions
in the sectoral structure of income and employment and has had a depressing
effect on the wages in the industrial sector and on non-oil exports. Meanwhile,
increase in public deficit has further exacerbated the liquidity problem.

Table 4.9 Gross domestic product and use of resources, 1980-9 (billion rials, current
prices)

1980 1981 1982 1983 1984 1985 1986 1987 1988 1989

Cons 4, 6, 7, 9, 11, 12, 12, 14, 18, 21,
umpti  911. 329. 853. 922. 116. 069. 809. 932. 045. 862.
on 2 0 4 6 4 7 3 8 7 6
expen

diture

S

Gross 1, 1, 1, 2, 3, 2, 2, 2, 2, 4,
dome 407. 574. 820. 878. 097. 840. 605. 658. 996. 048.
stic 0 7 9 5 7 9 9 1 6 5
fixed

capita

1

forma

tion

(GDF

CF)

Total 6, 8, 10 13, 15, 16, 18, 21, 26, 33,

dome 830. 772. 53’8. 992. 197. 570. 507. 410. 464. 873.
stic 5 7 9 7 0 9 4 2 8 3
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Figure 4.10 Liquidity of the private sector, 1980-9
Source: Based on Table 4.10
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Sources: Gozaresh-e Eqtesadi va Taraznameh, various issues, 1980-8; IMF, Islamic
Republic of Iran—Recent Economic Development, 1990

Note: @ Includes consumption expenditures, gross domestic fixed capital formation,
increase in stocks and statistical error

Demand for foreign exchange is greater than its supply

The war led to increased demand for defence-related imports. Meanwhile,
decline in GDP at a time of increased demand, created new pressure for food
imports. Decline in imports of industrial inputs and the government control of



POST-REVOLUTIONARY IRAN 69

the foreign trade helped reduce the imports bill, but it did not check the
increasing need for foreign exchange. As a result, the country’s balance of
payments have been in deficit for most of the post-revolutionary years (see
Table 4.11 and Figure 4.11). The state’s refusal to borrow in long-term capital
markets further exacerbated the foreign exchange imbalance and the trade gap. In
1989 Iran’s long-term debt was less than $1 billion with another $10 billion to
$12 billion in short-term debts, largely import credits.'8

The estimated minimum yearly foreign exchange needs of Iran in the 197988
period has been, approximately, as follows: $7 billion for industrial inputs, $5
billion for food, $4 billion for military and $2 billion for miscellaneous purposes.
This gives a total of $18 billion, a rather low estimate for what the country

Table 4.10 Liquidity of the private sector, 1980-9 (billion rials, current prices)

Outstanding 1980 1981 1982 1983 1984 1985 1986 1987 1988 1989
at the end of
the year

1 Mone 2, 2, 3, 3, 4, 4, 5, 6,

y . . . . . .
M1) 3 5 9 6 6 6 0 8

2 Quasi 2, 2, 2, 3, 3, 4, 4, 5, - -
- 134. 404. 866. 586. 409. 078. 911. 891.
mone 5 2 6 6 3 5 6 4

y
3 Privat 4, 5, 6, 7, 7, 9, 10, 12, 15 17,
e 337. 111. 350. 456. 966. 002. 722. 668. 687. 980.
liquid 8 7 7 2 9 1 6 2 6 0
ity (1)
+2)

Sources: Gozaresh-e Eqtesadi va Taraznameh, various issues, 1980-7; Gozaresh-e
Eqtesadi, vol. 1, 1967, p. 45

Table 4.11 Balance of foreign exchangge, 1980—7 (million dollars)
1980 1981 1982 1983 1984 1985 1986 1987

Current 4, *2, 6,551. 2, «702.8 1,578. 4, o1,
account 5994 7369 8 115.6 4 197.1 4513
(net)
current 14, 14, 21, 22, 17, 15, 7,145. 10,
receipt 214.0  320.3 4558 082.0 9477 0227 4 292.3

S
current 18, 17, * 14, 24, *18, *13, 11, 11,
payme 8134  057.2 904.0 197.6  650.5 4443 3425 7436
nts

Capital *306.6 288.5 5, 2,065. 4213 e<161.1 8023 719.5

account 1840 4

(net)



70 ECONOMIC DESTRUCTION AND RECONSTRUCTION

Figure 4.11 Balance of foreign exchange, 1980-7
Source: Based on Table 4.11

1980 1981 1982 1983 1984 1985 1986 1987
capital  647.8 1,090. 309.0 2,704. 139.1 213.8 1,044. 904.1

receipt 7 8 3
S
capital 9544 802.2 5, ©639.4 +560.4 3749 2420 <184.6
payme 493.0
nts
Total o4, °2, 1,304. 5845 -1, 707.9 3, *483.1
balance 051.0 361.1 6 195.2 742.2

Source: Gozaresh-e Eqtesadi va Taraznameh, various issues, 1981-8; Salnameh-e
Amari, various issues, 1983—-8

can actually absorb. Indeed, Iran earned and spent $20.5 billion in foreign
exchange from oil in 1983. Yet the annual oil earnings over the 1979-88 period,
on the average, was less than $14 billion. Note that oil earnings continue to
account for over 95 per cent of Iran’s foreign exchange earnings. Therefore, Iran
faces a deficit of $40 billion or more in its foreign exchange needs.

Among the major effects have been underutilization of the existing capacities
which depend on foreign markets for most of their inputs, from capital goods to
intermediate inputs and raw materials. The foreign exchange imbalance also led
to a significant depreciation of rial, and the resultant black market in foreign
currencies and gold became effective means for illegal capital transfer from the
country. Various measures to remedy the problems, including introduction of a
multi-tier exchange rate system, has not worked satisfactorily. Realizing the
problem, the government plans to borrow (or attract in other forms) from foreign
markets some $27 billion for various development projects over the First Plan
period.

Public expenditures are far greater than public income

Between 1979 and 1988 public expenditures almost doubled while public income
increased by some 65 per cent only. However, as a percentage of GDP, public
income shows a more than 50 per cent decline, from 21.6 per cent of GDP in
1980 to 9.5 per cent in 1988. The corresponding figures for public spending and
deficit also indicate decline and were 36.3 and 17.5 per cent and * 14.7 and * 8.1
per cent respectively. As a result, budget deficit grew to Rls 2,125,600 million in
1988, equal to some 85 per cent of public income for the year (Figure 4.12). The
deficit has largely been financed by borrowing from the Central Bank and spent
on non-productive uses, contributing to the country’s hyperinflation.
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Figure 4.12 General budgets, 1980-8
Source: Based on Table 4.12

While oil revenues declined from 1984 and its share in the budget dropped to
32 per cent in 1988 (from 68 per cent in 1979) the government’s tax revenues did
not increase, although their share in the budget more than doubled during the
same period, rising to 43 per cent in 1988 (see Table 4.12). In the post-
revolutionary period, only 3.1-6.6 per cent of the country’s GDP went to taxes
(5.1 per cent per year on the average), compared to some 35 per cent in the
United States. The government has found it very difficult to collect taxes on
wealth, occupation and income from private service sector. Indeed, most taxes
are collected from employees on fixed income and productive firms, a rather
limited pool at a time of declining industrial value added and per capita income
and soaring inflation.

Public expenditure has increased although public development spending has
continued to plunge in the post-revolutionary period, particularly beginning in
1984 (Table 4.13). The impact has been the most depressing on the nation’s
production and public revenues. The decline in development spending was more
than upset by a huge increase in operating expenditures as a result of the war, an
expanding bureaucracy and increased welfare transfers. The bureaucracy grew in
size and number as the government created new public institutions to meet new
responsibilities arising from the Revolution and the war. Before the war, too, a
large number of so-called revolutionary foundations had emerged, adding new
budgetary burden on the government. Additional new liability developed as the
government continued to sustain public subsidies for basic necessities and
maintained many money-losing newly nationalized industrial and financial
institutions.

Demand for investment in productive sectors is far greater
than available savings for the purpose

The war forced the government to reduce its development spending gradually
and to use most of the available savings for operating expenditures. Iran’s
development budget declined from 37.2 per cent of its total expenditure in 1977
to some 19.4 per cent in 1988. As a percentage of GDP, development spending
declined by over 50 per cent between 1980 and 1989 (Table 4.12). Even this
declining amount was mostly used for completion, repair, utilization and
expansion of the existing capacities rather than creation of new ones.
Meanwhile, most of the available foreign exchanges went to produce
necessities and defence-related items and to maintain or improve utilization rates
of the existing units. The problem was further exacerbated since the country’s so-
called interest-free banking system failed to attract the private savings. As was
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noted above, in the war environment, most such savings were shifted to
profitable investments in services and trade, or were kept in various

Table 4.12 General budgets, 1980-8 (billion rials, current prices)
1980 1981 1982 1983 1984 1985 1986 1987 1988

Public 1, 1, 2, 2, 2, 2, 1, 2, 2,
revenue® 348.7 7029 391.7 600.2 6452 692.0 782.0 171.5 098.9

Taxes 252 325 257 306 343 384 575 474 470
(%)
Oil 65.9 551 654 610 485 442 234 253 31.8
and
gas
(%)

Public 2 2 3 3 3 3 3 3 4

expenditure  251.8 707.1 1674 6723 377.8 3510 167.0 640.6 2106
b
S

Curre 748 751 71.1 687 739 779 769 80.0 80.6

nt (%)
Budget 903.1 1, 77577 1, 7326 659.0 1, 1, 2,
deficit® 004.2 072.1 385.0 469.1 111.7

Dome 760 78.0 730 650 51.0 840 93.0 936 101.5
stic
loan
(%)

Sources: Gozaresh-e Eqtesadi va Taraznameh, various issues, 1981-8; H. Amirahmadi,
Revolution and Economic Transition, Table 3.6; Gozaresh-e Eqtesadi, vol. 1,
1967, p. 47

Notes: * Other income sources account for the remaining percentage

b Development expenditures account for the remaining percentage

¢ Other sources of financing public deficit account for the remaining percentage

Table 4.13 Public and private consumption expenditures and gross domestic fixed capital
formation (GDFCF), 1980-9 (billion rials, current prices)

1980 1981 1982 1983 1984 1985 1986 1987 1988 1989

Consu 4, 6, 7, 9, 11, 12, 12, 14, 18, 21,
mption  911.  329. 853. 922. 116. 069. 809. 932. 045. 862
2 0 4 6 4 7 3 8 7 6
expenditures

Privat 719 735 757 783 803 797 815 819 826 834
e (%)
Publi 28.1 265 243 21.7 197 203 185 181 174 16.6
¢ (%)

GDFC 1, 1, 1, 2, 3, 2, 2, 2, 2, 4,

F 407.  574. 820. 878. 097. 840. 605. 658. 996. 048.
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Figure 4.13 Gross domestic fixed capital formation (GDFCF) and gross domestic savings
(GDS), 1980-7

Source: Based on Table 4.14

1980 1981 1982 1983 1984 1985 1986 1987 1988 1989
Privat 512 503 419 562 593 61.7 594 608 589 555
e (%)
Publi 48.8 49.7 58.1 438 407 383 406 392 41.1 445
¢ (%)

Sources: IMF, Islamic Republic of Iran—Recent Economic Development, 1990, p. 82;
author’s calculations

liquid forms for speculative purposes. The perceived political instability also
worked against private long-term investment in productive sectors.

Thus gross domestic fixed capital formation declined to about 12.5 per cent of
the GDP in 1987 from almost 21 per cent in 1980. Yet gross domestic savings
had declined less drastically over the same period, dropping to 27.7 per cent in
1987 from 29.4 per cent in 1980 (Table 4.14 and Figure 4.13). In 1989 the
country faced a ten-year backlog of investment in most productive sectors of the
economy. This demand or need for investment is not, however, matched well by
the amount of available capital since competition from the profitable services and
the existing underutilized capacities is significant.

Supply of unskilled labour is expanding at a far greater
rate than demand for labour

Iran’s population grew at an average annual rate of 3.9 per cent over the 1979-89
period (including refugees from Afghanistan and

Table 4.14 Gross domestic fixed capital formation (GDFCF), gross domestic savings (GDS)
and their relations to gross domestic product (GDP), 1980-7 (billion rials, current prices)

1980 1981 1982 1983 1984 1985 1986 1987

Total 1,392, 1,575.  1,887. 2,878. 3,087. 2,840. 2,605. 2,657.
GDFCF 4 3 0 5 7 9 9 1

Share 27.8 33.9 314 30.4 32.1 32.0 25.6 25.1
of

services

(%)

Share 72.2 66.1 68.6 69.6 67.9 68.0 74.4 74.9
of other

sectors
(%)
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Figure 4.14 Population 10 years of age and older; active and employed, 1956, 1966, 1976
and 1986

Source: Based on Table 4.15

1980 1981 1982 1983 1984 1985 1986 1987

Total 1,947.  2,481. 2,099. 3,661. 2,766. 2968. 3,999. 4,.836.
GDS 7 7 2 9 4 9 7 6

GDFCF 21.0 18.9 16.9 20.5 204 17.2 14.4 12.5

as % of
GDP

GDSas 294 29.7 18.8 26.1 18.2 17.9 221 22.7

% of
GDP

Sources: Salnameh-e Amari, 1985, p. 791; 1988, p. 469
Note: * Includes agriculture, oil and gas, industry and mining, water and electricity, and
construction

Iraq). In 1990 the gross natural growth rate was about 3.2 per cent and the
population stood at slightly over 57 million. In 1980 it was 34 million. Some 45
per cent of the population is below 15 years of age. The size of active population
has steadily grown and stood at some 15 million in 1990. Most of this growth is
happening in urban centres where unemployment is already over 20 per cent and
rural migrants tend to go en masse.

On average 310,000 people were added to the job market each year during the
1979-89 period, while only 120,000 jobs were created annually. In 1986 1,784,
000 people were reported as unemployed (see Table 4.15 and Figure 4.14); but
the actual rate is much higher given that a sizeable number are underemployed
(part-timers, lower-than-minimum-wage earners). Thus in 1986 for every
working Iranian, there were seven who were either not working or were
underemployed. Over 70 per cent of unemployed people are under 30 years of
age; in 1989 65 per cent were concentrated in urban areas, where 90 per cent of
the new job entrants live. The public sector has created most of the new jobs in
the post-revolutionary period (80 per cent). Not only has the private sector’s
contribution been negligible, but also it has been almost totally concentrated in
non-productive and low-wage-paying services (Table 4.16).

Table 4.15 Labour force characteristics: active population and population 10 years of age
and older, 1956, 1966, 1976, and 1986 (‘000 persons)

1956 1966 1976 1986

Total active population 6,067 7,842 9,796 12,820
Employed 5,908 7,116 8,799 11,036
Unemployed 159 726 997 1,784

Total non-active population 6,717 9,158 13,206 20,054
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1956 1966 1976 1986

Students 685 1,941 4,443 6,531

Homemakers (‘housewives’) 4964 6,017 7,707 11,170

Unemployed but earning income?® 667 563

Other 1,068 1,200 390 1,791
Total population (10 years of age and older) 12,784 17,000 23,002 32,874
Population employed as per cent of total 46.2 41.9 38.3 33.6
population

Source: Salnameh-e Amari, 1988, p. 57
Note: * Includes retired people and pensioners

Another major problem in the labour market is the lack of a skilled workforce.
Experienced and educated managers are the most scarce. There is also shortage of
college and university graduates in applied fields and technicians in various
crafts. In 1986, for example, there were only 300 graduates in the applied field
per 100,000 population as compared with 5,500 for Japan. The figure for
technicians was even more disappointing: 600 per 100,000 population as
compared with 25,000 for Japan. In addition, the job market is distorted; the non-
productive sectors have attracted most of the skilled workers available, as a
significant number work outside their profession in order to earn more money.
High unemployment, along with underutilization of other resources, has led to
significant poverty. In 1988, for example, some 65 per cent of the population
lived below the poverty line, taking into account both the subsidized markets and
free market prices.

The state has disproportionate economic responsibility
compared to the private and co-operative sectors

The initial extensive nationalization of industries and banks has expanded the
public sector beyond its technical or managerial capabilities. The war was
another important influence. With the growth of imbalances, the government was
forced to intervene and as a result its weight in economic activities further
increased. As indicated in Table 4.16, public employment in 1986 had reached 3,
454,000, about one-third of the country’s total employment, the highest ever. At
the same time, the public sector has crowded out the private sector by investing
in production, administering prices, introducing extensive subsidies and rationing
schemes, and controlling foreign trade. Government subsidies increased to Rls
103,500 million in 1989, from Rl1s 37,300 million in 1980 (Table 4.17). Between
1980 and 1990 the public share in the fixed capital formation, on the average,
was about 50 per cent of all such investments in the country.

The public sector also controls most large-scale industries, many of which are
not profitable. In 1990 large-scale public industries were responsible for some 70
per cent of value added, 60 per cent of investment and 70 per cent of employment
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in all such establishments in the country. What, however, makes the public
sector play godfather in the economic sphere is its total control and ownership of
the oil and gas sector. As a result, the government earns, and controls the
expenditure of, over 95 per cent of the country’s foreign exchange. The
significance of this control over foreign exchange becomes better evident when
we note that the Iranian industrial production depends on foreign markets for a
huge share of it inputs (between 65 and 85 per cent), from raw materials to
capital goods and technology.

All ‘strategic’ projects and activities both in defence and non-defence sectors
are also controlled by the government. These include defence and ‘basic’
industries, mining and infrastructures such as electricity and water,
telecommunication and mail services, air and sea transport and railways. It also
controls almost all institutions of higher education, most health services and
structures, a lion’s share of social and administrative services, and a significant
part of non-residential construction. The only sectors in which the government
maintains a minority position are agri

Table 4.16 Employment by sectors, 1986 (’000 persons)

Total Private Sector Family  Public  Not

employ business sector  identifie

ment es employ d by
ment* sector

Total Manage Self Wage
rs employe earners

Science 1,054 115 14 43 157 1 891 48
and

technolo

gy

Higher 44 20 8 5 7 - 23 1
and

middle

manage

ment

Office 367 49 4 11 33 1 305 13
workers

Sales 762 688 37 554 88 9 52 21
and
trade

Agricult 3,262 3,135 113 2,335 297 391 64 63
b
ure

Transpo 3,648 2,809 138 1,312 1,274 85 691 148
rtation

Unclassi 1,443 153 16 71 57 8 1,136 154
fied
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Total Private Sector Family  Public  Not

employ business sector  identifie

ment es employ d by
ment* sector

Total Manage Self Wage
rs employe earners

Total® 11,036 77,117 341 4,398 1,882 497 3,454 464

Source: Salnameh-e Amari, 1988, p. 66

Notes: * Includes armed forces, contractual and part-time employment, and defence-
related public enterprise employment

b Includes farming, forestry, fishing and animal husbandry

¢ Includes non-respondents

culture, housing, domestic trade, and household and professional services.

While private sector productive activities did not increase, co-operatives were
marginally expanded in agriculture and consumer services, despite emphasis to
the contrary in the new Constitution and early government policy documents.
Thus in 1987 there were only 15,231 co-operatives in the country with a
membership of 5,989 and total capital of Rls 126,344 million (Table 4.18). In the
absence of state planning, and with restrictions on market mechanism and co-
operatives, the economy could not be efficiently and effectively managed.
Consequently, Iran has had neither a planned nor a market economy since
1979.1°

The available technology is inappropriate for a growth
orientation in the economy

The post-revolutionary Iranian industries are marked for their technological
obsolescence and limited technological development. The pre-revolutionary
Fordist production systems (primarily assembly operations in mass-produced
consumer durables) are either obsolete and worn out, destroyed by the war,
dismantled as part of an effort by the government to reduce technological
dependency, or are sitting idle for the most part awaiting inputs to arrive from
foreign markets. Where such industries operate they largely do so with a
minimum of utilization rate and maintenance and without any significant
alteration or technological improvement. The war, decline in oil revenue and
foreign exchange, lack of adequate attention to higher education and research,
western economic embargoes, and the leadership’s anti-dependency attitude in
the early post-revolutionary period were among the major influences on the
country’s technological lag. In particular, the war led to a shift in government
spending toward current expenditures and created an environment that was the
least conducive to education, research and private investment in productive sectors
and new machineries.
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Meanwhile, any positive impact originating from the small net addition to the
country’s capital formation in the post-revolutionary period could materialize
only in the long term as it is largely made in basic and defence-related industries.
Even then the growth effect of such investments will be minimal as they are not
concentrated in any ‘high-tech’ production or ‘leading’ industries. On the

Table 4.17 Government subsidies by commodities, 1980-9 (billion rials, current prices)

1980 1981 1982 1983 1984 1985 1986 1987 1989

Fertilizer 146 200 270 253 278 220 205 190 183
Sugar 12.0 18.7 6.0 15,0 147 154 13.6 219 256
Vegetable 0il 3.0 8.6 104 100 31.1 8.0 0.0 0.9 0.0
Wheat 37 240 370 243 270 510 683 402 390
Milk 32 24 36 59 8.2 8.1 9.1 9.0 9.3
Meat - - 6.3 8.3 - - - 0.2 -
Others 08 76 194 173 114 11.7 160 134 113
Total 37.3 813 109.7 106.1 120.2 116.2 127.5 1046 103.5

Source: IMF, Islamic Republic of Iran—Recent Economic Development, 1989, p. 40

Table 4.18 Growth of the co-operative sector, 1982—7
1982 1983 1984 1985 1986 1987

Number of 8,280 11,646 13,086 14,282 14,771 15,231
co-operatives

Membership 3,006 3,755 4,243 4,976 5,414 5,989

(’000)

Capital 37,897 58,891 85,422 100,858 115,910 126,344

(million rials)

Sources: Iran Dar A’yneh-e Amar, No. 6, 1986, pp. 183—4; Salnameh-e Amari, 1987, pp.
323 and 327

contrary, they are primarily made for completing the old projects, expanding the
existing capacities, and improving the country’s maintenance and repair
capabilities. Another major change in industrial structure of Iran took place at the
level of small establishments directed to producing household items and spare
parts for larger firms; however, their impact on the nation’s technological
advancement will be equally insignificant in the medium term.

A major consequence of technological lag has been a significant drop in the
nation’s productivity. Thus between 1979 and 1987 some Rls 317,000 million
were invested but the production increment was only in the amount of Rls 150,
900 million.?’ Clearly, the situation calls for increased public intervention and
investment particularly in research and development (R&D), infrastructures,
higher education and industries. However, what is even more needed in the short
run is introduction of a suitable incentive policy to redirect private investments
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toward productive uses and technological advancements. A shift toward export-
promotion industrialization and a post-Fordist flexible specialization technology
policy could also offer some remedy if targeted toward high tech investments
and where Iran has a comparative advantage and can compete in international
markets. Such a policy would also require significantly higher investments in
industry-driven R&D and higher education and Iran’s reintegration in the
capitalist world economy. Returning Iranian scientists living in exile or self-exile
in the west is the first most important step that the government should take in
addressing the nation’s technological backwardness.
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Chapter 5
[ranian economic reconstruction plan and

prospects for its success
Hooshang Amirahmadi

In Chapter 4 I gave an analysis of the war destruction. A preliminary assessment
of the damage wrecked on the economy by the earthquake was also reported. The
final part focused on eight sets of economic imbalances from which the economy
suffers the most and explained their complex and interrelated causes. In this
chapter I shall give a detailed account of the First Five-Year Economic, Social
and Cultural Development Plan of the Islamic Republic of Iran (1989-93). The
plan intends to stabilize the economy and structurally adjust its imbalances in the
hope of normalizing the war economy and then leading it toward a growth path.
An account of policy changes in the wake of the Gulf crisis is also given. The
chapter concludes with an assessment of prospects for economic development in
Iran.

Iran’s post-war reconstruction plan should in theory be discussed under four
general headings: economic recovery plan, physical reconstruction projects (for
the war-destroyed and earthquake-damaged areas), rebuilding of the army, and
social welfare and justice. This last has hardly been a top government priority in
the post-war period while military recovery plan falls outside the scope of this
chapter. I also do not wish to concentrate on physical reconstruction in this
chapter, which is concerned with economic issues. Therefore, in what follows 1
shall discuss Iran’s economic recovery plan including its physical reconstruction
strategies. Economic recovery has been the government’s number one priority in
the post-war period. The plan is more or less based on similar understanding of
economic imbalances as discussed in Chapter 4.

Before the war with Iraq, the Islamic Republic’s economic development
strategy focused on both growth and redistribution. The new Constitution made
the government responsible for the provision of basic needs for all, emphasized
‘systematic and sound planning’, and allowed for extensive nationalization of
major socioeconomic activities. The economy was, however, to consist of three
sectors: public, private and co-operative. The public sector, which had dominated
the economy before the Revolution, was expanded further under the new regime.
Revolutionaries favoured extensive state intervention and the war created new
responsibilities for the government in Tehran.
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Redistribution was the first casualty of the war. In the original First Social,
Economic and Cultural Development Plan of the Islamic Republic, which
covered the 1983—7 period, the focus had already shifted to economic growth.
Radicals in the Parliament protested, and after months of debates, the plan was
shelved. A revised version (in 1983) acknowledged that Iran would reach the
‘destined society’ depicted in the Constitution in stages, through the ‘elimination
of obstacles’, the ‘maximum utilization of the existing capacities’ and ‘institution
building’. Only then, it was argued, could ‘regular development planning’ begin.
Thus a planned approach to the economy was rejected under the war condition;
annual budgeting became the major economic management tool where significant
restrictions were placed on market forces.!

Nevertheless, Iran followed the plan’s policies on maximizing utilization of
capacities and removing the bottlenecks until 1986. The sharp decline in oil
prices in 1986 created a dangerous foreign exchange shortage and forced the
government to proclaim an Austerity Plan for the New Economic Condition. The
Plan gave up any hope of economic growth. Instead, it aimed at maintaining the
status quo and reducing the economy’s dependency on oil revenue through
stricter management and reallocation of the available foreign exchange. As a
result, the foreign exchange budget was reduced by two-thirds in 1986 and the
war along with defencerelated industries were given higher priority for receiving
foreign exchange. Among the far-reaching implications for Iran’s dependent
industries were a sharp decline in value added, employment and productivity.

The economy continued to deteriorate, however, and by 1988, when the ‘war
of cities” was going on, the government had again to change its policy and
introduce a so-called Survival Strategy. The new strategy gave up all attempts to
even maintain the status quo. Instead, it aimed at minimizing the rate of
economic decline and providing for the people’s bare necessities without going
into foreign debt. The government emphasized agriculture which was only
minimally dependent on foreign exchange. At the same time, the war was given
top priority along with defence-related industries and public services.

AYATOLLAH KHOMEINI’S DIRECTIVE

The Survival Strategy was maintained until the cease-fire in August 1988, when
the old debate on a suitable development strategy resurfaced.> The radicals,
conservatives and pragmatists within the government also disagreed on which of
the following should get top priority:

1 rebuilding the national economy

2 revitalizing the army

3 reconstructing the war-damaged areas

4 promoting the economic well-being of the war victims.
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In a classic compromise, the late Ayatollah Khomeini intervened by issuing a
‘directive’ to the government in which he advocated a mixed development
approach for the Islamic Republic (one between a planned and a market
approach). The Ayatollah’s directive also placed economic recovery at the top of
the government’s list of priorities for the post-war period. A similar approach was
also advocated by the pragmatists, led by then Speaker of the Parliament (now
President) Ali Akbar Hashemi Rafsanjani.?

The directive also emphasized rebuilding the army and promoting the well-
being of war-victims. Reconstruction of the war-damaged areas was to proceed
slowly, moving along with national economic recovery. Among the economic
sectors, oil, agriculture and industries producing construction materials were
listed as top priorities. Other priority areas included housing, rural development
and local participation. This directive became the basis of a second plan called
again the First Social, Economic and Cultural Development Plan of the Islamic
Republic, for the 1989-93 period (formulated on the basis of the original first
plan in 1983). This new plan, prepared under Prime Minister Mir Hussein
Mussavi (Mussavi plan), and a subsequent revised version, prepared under
President Hashemi Rafsanjani (Rafsanjani plan), were specifically designed to
address the economic imbalances discussed in Chapter 4.

THE MUSSAVI PLAN

The Mussavi plan envisioned economic recovery passing through three stages:
economic normalization through maximum utilization of productive capacities;
economic growth through added capacities; and sustained economic growth and
maturation. Oil revenue and foreign savings were considered critical for the
implementation of the first two stages. Completion of unfinished projects and
production or imports of industrial inputs were given top priority. The plan also
emphasized promotion of non-oil exports, and creation of free-trade zones in a
number of Persian Gulf islands. Significantly, the plan included provisions for
population control, indicating a rather significant ideological shift. The
population growth rate was to decline to 2.9 per cent by 1993, from 3.2 per cent
(gross natural increase) in 1988. This strategy was particularly meant to mitigate
the supply-demand imbalance and help stabilize prices and mitigate
unemployment.

The private sector was to receive material incentive to redirect its huge
liquidity towards productive sectors. This was hoped to assist in reducing
liquidity imbalance and inflation, while increasing production. The plan also
directed the government to limit the public ownership of the economy to large-
scale and basic activities. The rest was to be sold in a renewed Tehran stock
market to the private sector. The policy would reduce the disproportionate public
involvement in the economy and reduce the state budgetary and management
burdens. Education and increased research for development of science and
technology received considerable attention. These measures were hoped to
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mitigate the problem of technological obsolescence and decay. The plan also
emphasized agriculture, rural areas and deprived regions in an attempt to address
the problem of rising disparities.

Over the plan period, gross domestic production, gross domestic fixed capital
formation and industrial value added were to grow at 8, 10.8 and 14.2 per cent
per year respectively as measured by 1988 fixed prices. Other important
quantitative targets included a 21.8 per cent annual increase in public income and
a corresponding decrease in the budget deficit, from about 51 per cent of public
income in 1988 to only 4.2 per cent by the end of the plan period in 1993. The
share of public development expenditures was also to increase, from about 19.4
per cent in 1988 to 26.4 per cent in 1993. The foreign exchange budget was
equally ambitiously planned: $97,000 million, some 85.7 per cent of which was
to come from oil exports. Projections for social sectors also painted a rosy
picture: some 2.5 million houses would be built, literacy rate would increase to
97.2 per cent, and the number of physicians per 1,000 population would increase
from 0.18 to 0.37 by the end of the plan period.*

THE RAFSANJANI PLAN

Before the Mussavi plan could pass the Parliament, the Prime Minister’s office
was abolished and President Hashemi Rafsanjani took control of the government
in July 1989. The new pragmatist cabinet decided on a bolder, flexible, open, more
market-orientated strategy. The Mussavi plan was thus revised to reflect the new
pragmatism. The Rafsanjani plan (1989-93) passed the Parliament on 31 January
1990, about a year after it was to be put in practice, and is currently being
implemented.’ The government hopes to put the economy back on a more
normal footing using a combination of oil revenue, foreign assistance, domestic
resources and the private sector. It intends to build a mixed economy in which
the private sector’s role will expand, while that of the public sector will be
confined to basic and strategic sectors. The plan incorporates a supply-side
economic policy according to which most government reforms and assistance are
designed to benefit producers rather than consumers.

While remaining loyal to the stage theory, the new plan stressed economic
growth and import-substitution industrialization based on the nation’s resource
endowment and through removing bottlenecks, maximum utilization of the
existing productive capacities, and completion of unfinished projects focusing on
capital and intermediate goods investments. In addition to manufacturing
(including defence industries), the plan also emphasized mining, oil and gas,
infrastructures (transportation and energy in particular), agriculture, higher
education and research, health services, and tourism. What, however,
distinguishes this plan from its predecessor is its emphasis on economic growth,
increased role for the private sector, and more openness to foreign investment
and trade.
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According to the plan, incomes from oil and other exportable minerals would
be used to form new industrial units, transfer ‘suitable’ technologies and upgrade
the nation’s technical capabilities. Priority is given to ‘strategically important
basic industries’ which would be allocated foreign exchange at official rate while
industries producing other ‘necessary goods’ will receive foreign exchange at
preferential rate. The government will also support investment in other types of
projects, but some less-needed ones, such as units producing luxury goods,
would have to secure their own foreign currencies at free market rates. Private
investments in productive businesses would receive adequate assistance from the
government including money and equipments. Such investments will be
encouraged in mining and manufacturing by transfer of most public mines and
industries (with the exception of strategic industries) to the private sector. In
sharp contrast, subsidies to loss-ridden public enterprises will be reduced in an
attempt to make them independent of the state.

The plan also envisions an increase in the nation’s non-oil exports
(manufacturing, mining and traditional goods) through maximum utilization of
the existing capacities. Indicating a key policy shift, tourism has emerged as a
priority sector that could generate foreign exchange. As part of the new tourism
programme and to encourage foreign investment, the government has declared
Qeshm and Keesh Islands, along with a few other islands in the Persian Gulf, as
‘industrial free zones’, where investments and commodity trade will not be
subject to regular custom regulations and government red tape. Other export-
promotion measures include provision of incentives to the private sector such as
tax holidays and easy credit, elimination of the existing administrative red tape,
monetary reforms including a gradual elimination of the existing multi-tier
exchange rate system in favour of a floating rate, attraction of foreign
investments through joint ventures and buy-back mechanism, and improvement
in the quality and competitiveness of Iran’s exports. The shift in the country’s
foreign policy in the direction of good neighbourly relations with the states in the
region will also increase Iran’s economic co-operation with them, supposedly
making a larger market available to Iran’s exports.

The plan’s other major policies include strengthening the tax administration
and centralization of decision-making process, and rationalization of the nation’s
economic management and organization. This will include widespread
privatization of public ownership in the economic sphere, and elimination and
recombination of parallel organizations and decision centres. To this end, the
government has reactivated Tehran’s stock exchange market where it is offering
shares of public industries at lucrative prices. The privatization policy is
expected to help cut the budget deficit and draw private liquidity away from
trade and brokerage towards productive investments. As part of its rationalization
scheme and to change its power base, the pragmatist government has unified the
command structure of the Revolutionary Guard Corps and the regular army, and
is combining the Revolutionary Committee and the police force. It has also
reorganized the banking system and the nationalized industries, brought under
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control the private financial institutions, and is attempting to bring order into the
chaotic decision-making structure of the government by centralizing some
important functions at the macro and meso policy levels.

The plan also gives more autonomy to ministries and public agencies and
enterprises for managing their affairs domestically and internationally. For
example, they do not need to issue tenders for projects costing up to $10 million.
They are also free to enter into certain contracts with foreign firms to secure credit
or form joint ventures. However, such arrangements must expand productive
capacity and the projects would have to generate their own foreign exchange
requirements or meet strict criteria for value added. The plan also places a ceiling
on the foreign exchange liabilities that specific sectors can incur, for example, $3.
2 billion in the oil sector, $3 billion for dams, and $2.2 billion for petrochemical
industries.

The plan makes provisions for regional development and restructuring of the
country’s spatial organization. These include decentralizing Tehran, building new
towns, strengthening intermediate cities, and assisting backward regions and rural
areas. Finally, the plan includes a set of measures to reduce population growth
rate (from 3.2 per cent in 1988 to 2.9 per cent in 1993) by reducing birth rate
from 6.4 to 4 by the end of the plan period. Among family control measures
include elimination of incentives that the Islamic Republic instituted early in the
post-revolutionary period to encourage population growth, and expansion of
women’s education and participation in socio-economic activities. The
government is also distributing contraceptives and other preventive devices to
the general public, and is strengthening the role of Rural Houses in family
planning.®

The plan’s macro targets may be summarized as follows: GDP is to increase at
8.1 per cent a year (non-oil GDP at 7.9 per cent) at 1988 constant prices over the
plan period. This increase should result, given the target population growth rate
of 2.9 per cent in 1993, in a 4.9 per cent annual increase (again in 1988 constant
prices) in the nation’s per capital income (see Table 5.1). The growth would
almost totally result from maximum utilization of idle capacities and completion
of the unfinished investment projects.” Target annual growth rates in 1988
constant prices for major economic sectors are as follows (see Table 5.1):
agriculture, 6.1 per cent; oil, 8.7 per cent; manufacturing, 14.2 per cent; mining,
19.5 per cent; water, electricity and gas, 9.1 per cent; construction, 14.5 per cent;
and services, 6.7 per cent. The significantly high target growth rate for mining is
designed to increase Iran’s non-oil exports and reduce its dependency on oil
revenue. While the overall target growth rate for services is set at a relatively
lower rate, emphasis is placed on such sub-sectors as transportation, education,
health, vocational and technical schooling, and social security. The commercial
sub-sector is to grow at the lowest possible rate.

To achieve the macro targets, the plan envisions an estimated investment of
some Rls 26,452,000 million at 1988 constant prices over the plan period. The
projected annual growth rate of investment at 1988 constant price is 11.6 per
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cent. The overall investment ratio to GDP is planned to rise from 14.5 per cent in
1988 to 17 per cent in 1993. Of all the investments, the share of public sector
during the plan period would average 52.8 per cent (see Table 5.2). The plan
gives the following sectoral shares in investment: agriculture, 9.8 per cent; oil, 6.
6 per cent; manufacturing and mining, 9.2 per cent; water, electricity and gas, 9.2
per cent; construction, 33.2 per cent; and services, 32.7 per cent. Within
manufacturing, capital and intermediate goods industries would grow at 24 per
cent and 20 per cent respectively (in 1988 constant prices) while the
corresponding rates for consumer goods industries is 4.2 per cent. As a result, it
is hoped that the shares of capital and intermediate goods industries in total
manufacturing value added would increase from 5.6 per cent and 49.4 per cent in
1989 to 8.5 per cent and 63.0 per cent in 1993 respectively. Conversely,

Table 5.1 GDP breakdown for the five-year plan, 1988-93 (billion rials, 1988 constant
prices)

Sectors Estimat Planned Averag
e e
growth
rate
1989—
93

1988 1989 1990 1991 1992 1993

Agriculture 5211. 5430. 5,677. 6,026. 6,454. 7,000. 6.1
0 2 9 3 0 6

Oil 2,059. 2,500. 2,741. 2,833. 3,155. 3250. 9.5
0 2 4 9 5 0

Industry & mines 1,623.  1,864. 2,148. 2,461. 2,866. 3,262. 15.0
6 0 7 6 0 0

Manufa 1,414. 1,623. 1,834, 2,089. 2415. 2750. 142
cturing 0 0 7 6 0 0

Mining 209.6  241.0 3140 3700 451.0 512.0 19.5

Water, electricity 461.0 4904 525.5 587.0 6184  913.9 9.1
& gas

Construction 1,234, 1,593.  1,844. 2,072. 2,281. 2,428. 145
8 4 3 9 7 9
Services 12, 12, 13, 14, 15, 16, 6.7

140.2 757.7 663.5 650.5 681.0 793.7
Transpo 898.4 944.5 998.2 1,044. 1,090. 1,151. 5.0
4

rtation 3 8
Other 11, 11, 12, 13, 14, 15, 6.8
services 341.8 813.2 665.3 606.2 590.6 641.9

GDP (factor 22, 24, 26, 28, 30, 33, 8.1

prices)? 503.3 2895 5330 3459 7467 314.6
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Sectors Estimat  Planned Averag
e e
growth
rate
1989-
93

1988 1989 1990 1991 1992 1993

Per capita 426.4 449.7 475.7 493.1 518.2 543.1 4.9
product (RIs 1,
000)

Source: First Five-Year Economic, Social and Cultural Development Plan of the Islamic
Republic of Iran (1989-1993), 1990
Note: * Accounting charges are deducted

the share of consumer goods industries would decline from 45.0 per cent in 1989
to 28.5 per cent in 1993.

Generally speaking, the Rafsanjani plan has favoured larger allocations for oil
and gas, mines, petrochemicals, cement, plastics, paper products, agriculture,
transport, communication, electricity and military. In particular, of the total
development budget for the entire plan period, 19.2 per cent will go to
agriculture and water resources, 14.6 per cent to roads and transportation, and 11.
8 per cent to manufacturing and mining. Among social services, education
receives a huge boost as some 15 per cent of the state’s development budget and
some 30 per cent of its operating budget for the plan period is allocated for the
purpose. Health services follow with 5.7 per cent and 9.5 per cent, followed by
research with 4.7 per cent and 0.8 per cent. Another important feature of the plan
is its emphasis on development expenditures. Thus, of the total funds for the
entire plan period, some 28.3 per cent will go to development budget, most of it
to economic affairs, followed by social affairs. A breakdown of the plan’s
development and current expenditures for various government affairs is given in
Table 5.3. Note that ‘other expenses’ include budgets for defence (10.7 per cent
of current funds) and reconstruction of the war-damaged areas (4.3 per cent of
development funds).

As for consumption, the plan envisions an increase in real private and public
expenditures (see Table 5.2). However, the share of the private expenditures in
GDP will decline while that of the public sector will correspondingly increase.
Thus, private expenditures during the plan period are expected to increase by an
annual rate of 5.7 per cent (at 1989 constant prices). Given the target population
growth rate, per capita private expenditures shall grow only by 2.6 per cent per
year, reducing the share of private expenditures in the GDP from 59 per cent in
1989 to 53 per cent in 1993. Annual growth rate of public expenditures at
constant prices is expected to amount to 3.8 per cent on average. This policy of
limiting the growth of consumption is hoped to help reduce the supply-demand
imbalance by shifting more resources to investment and by reducing imports
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which are a source of inflation because of the foreign exchange scarcity.
According to the plan, dependent economies cannot hope to achieve growth by
following a demand-driven policy as that would only increase imports and
inflation. Rather, they should follow a supply-driven policy which discriminates
against consumption but favours productive investment. The

Table 5.2 Consumption expenditures and investment in the first five-year plan, 1988-93
(billion rials, 1988 constant prices)

Description Actual  Planned Average
growth rate
1989-93

1988 1989 1990 1991 1992 1993

Private 13,216 13,560 14,191 14,137 16,245 17,485 5.7

consumption

expenditures

Public 2,890 2,772 3,021 3,107 32269 3488 3.8

consumption

expenditures

Gross 3268 4,132 5451 5610 559 5,663 11.6

domestic

investment

Non-public 1,739 2343 2742 2,869 2917 3,089 12.2
investment?®

Public 1,529 1,789 2,709 2,741 2,679 2,574 10.8
investment®

Source: First Five-Year Economic, Social and Cultural Development Plan of the Islamic
Republic of Iran (1989-1993), 1990

Notes: * Non-public: inclusive of private savings and banking systems

b Public: inclusive of development budget and resources of public enterprises

Table 5.3 Breakdown of development and current funds during the first five-year plan,
1989-93 (billion rials)

1989 1990 1991 1992 1993 Total

General affairs

Develop  61.9 126.2 119.5 109.5 102.5 519.6
ment

Current 343.9 451.4 468.9 492.9 514.3 2,271.4
Social affairs

Develop  265.6 482.7 548.4 5717.0 592.7 2,466.4
ment

Current 1,531.2 1,868.1 2,079.2 2,286.9 2,537.5 10,302.9
Economic affairs

Develop  500.8 821.2 924.7 900.5 845.6 4,002.8
ment
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1989 1990 1991 1992 1993 Total

Current 271.0 419.1 528.5 545.5 465.4 2,229.5
Defence affairs

Develop 0.0 0.0 0.0 0.0 0.0 0.0
ment

Current 617.3 651.7 652.0 652.0 652.0 3,225.0
Other expenses

Develop  189.7 217.2 236.3 267.4 289.6 1,200.2
ment

Current 666.6 5332 508.1 504.0 535.0 2,747.7

Total

Develop 1,018.0 1,647.3 18289 1,8544 18304  8&,189.0
ment

Current 3,430.0 3,923.5 42367 44813 47042  20,776.5

Source: First Five Year Economic, Social and Cultural Development Plan of the Islamic
Republic of Iran (1989-1993), 1990

plan acknowledges the low level of consumption in the country and argues that
Iran must go through this ‘transitional period’ (the period of low consumption) in
order to achieve growth in production and prevent inflation.®

The plan envisions to reduce the gap between public incomes and
expenditures and change the structure of the government budget. This will be
achieved by a combination of measures including increasing oil and tax revenues,
shifting some of the costs of public services to the people, and reducing
expenditures by means of rationalizing the state bureaucracy and transferring
part of the government functions to the private sector. In particular, education
will be privatized, subsidies for public enterprises eliminated, and number of
public employees reduced. Government revenue during the plan is predicted to
increase by an average rate of 25.1 per cent a year from Rls 2,098,700 million in
1988 to Rls 6,442,100 million in 1993 (see Table 5.4). Average yearly growth
rates are estimated at 26.4 per cent for tax revenues, 15 per cent for oil revenues
and 34 per cent for other revenues. Tax revenue, which represented 47 per cent
of total revenues in 1988, is predicted to increase to 49.4 per cent in 1993. In the
1991 budget, however, the share figure for taxes declined to 31.7 per cent. This
decline reflects the sudden increase in Iran’s oil revenue during the Kuwaiti
crisis (some $3 billion to $4 billion in additional revenues). Moreover, from 4.3
per cent in 1988, it is hoped that tax revenue will increase to represent 8.4 per
cent of the GDP in 1993. The ratio of tax revenues to current expenditures shall
increase from 28.8 per cent in 1988 to 67.6 per cent in 1993. The budget deficit
is hoped to decline from approximately Rls 2,146,000 million in 1988 to Rls 234,
600 million in 1993. The ratio of budget deficit to the GDP shall decrease from 9.
6 per cent in 1988 to 0.2 per cent in 1993. Similarly, its share of the total budget
is planned to decline from 51 per cent to 1.4 per cent. Development
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expenditures, which represented 19.4 per cent of total expenditures in 1988, is
planned to increase to 28 per cent in the final year of the plan. The ratio of
development expenditures to current expenditures is hoped to increase from 24.1
per cent in 1988 to 38.9 per cent in 1993. The decline of development
expenditures at constant prices would have to be checked and in 1993 these
expenses will be up by 86 per cent in comparison to what they were in 1988.

Oil and gas exports are estimated at $19,200 million for 1993 and at $83,096
million for the entire plan period (see Table 5.5).

Table 5.4 A summary of the public budget during the first five-year plan, 1988-93 (billion
rials)

Actual  Planned Average
growth
rate
1989—
93

1988 1989 1990 1991 1992 1993

INCOMES 2,098.7 3,150.0 4,008.8 4,721.7 15,5954 6,442.1 25.1
Tax Revenue 986.2 1,150.0 1,688.0 2,097.0 2,592.0 3,180.0 26.4
Direct 645.9 706.0 1,013.0 1,258.0 1,555.0 1,908.0 242

Taxes

Indirect 340.3 444.0 675.0 839.0 1,037.0 1,272.0 30.2

Taxes
Oil Revenues 667.9 900.0 1,011.3 11,1423 1,3454 11,3440 150
Other 444.6 1,100.0 1,309.5 1,482.4 1,658.0 1918.1 34.0
Revenues

PAYMENTS 4,2454 4,448.0 5,580.0 6,065.0 63365 65346 9.0

Current  3,419.9 34300 3,923.5 4,236.7 4,482.1 477042 6.6
Credits

Develo  825.5 1,018.0 1,657.3 11,8289 11,8544 11,0304 17.3
pment
Credits

Budget 2,146.7 1,298.0 1,572.0 1,343.9 741.1 92.5 46.7
Deficit

Funding Sources
Returns 1222 88.0 133.0 132.9 118.1 92.5 54

a

Borrowi 2,024.5 12100 1,439.0 1,211.0 623.0 0.0 -
b
ngs

Source: First Five-Year Economic, Social and Cultural Development Plan of the Islamic
Republic of Iran (1989-1993), 1990

Notes: * Returns from previous year’s payments

b Borrowings from banking system
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Daily oil exports are planned to increase from 1,482,000 barrels in 1988 to 2,
293,000 barrels in 1993. Based on certain assumptions, oil prices are expected to
rise from $14.2 in 1988 to $21.4 per barrel in 1993. Thus oil-earned foreign
exchange is expected to increase from $7,326 million in 1988 to $17,907 million
in 1993. Total foreign exchange revenue from oil exports over the plan period is
expected to amount to $81,456, including $72,615 million from crude oil exports,
$6,376 million worth of crude oil exports allocated for the import of petroleum
(refined) products and $2,465 million from exports of liquid gas, naphtha, gas
condensates and fuel oil. Revenue from gas exports during the plan period (8.2
million cubic m in 1990-1 and 16.4 million cubic m in 1992-3) is projected at
$1,640 million. Non-oil exports would increase during the plan, making it
possible for the government to diversify its foreign exchange sources and reduce
dependency on oil earnings. Non-oil exports (from agriculture, carpet weaving,
mining and manufacturing) is predicted to reach $17,836 million over the plan
period and this is to be achieved by formulating appropriate policies particularly
with regard to exchange rate, foreign investment, technology transfer and quality
control. Another $19,800 million will be earned from services, capital accounts
and other sources as indicated in Table 5.5. Thus, the nation’s total foreign
exchange earning over the plan period is expected to amount to $120,732 million.
The government also intends to raise $27,000 million from foreign sources ($17,
000 in loan from foreign banks and the balance in joint ventures from foreign
companies).’ If the Persian Gulf crisis had not occurred, the state would have had
a serious problem to realize its foreign exchange budget in 1991.

The nation’s imports of goods, which were estimated at roughly $12,000
million in 1988, shall follow an upward trend, reaching the level of $114,332
million for the plan period, or $22,866 million per year on average. Another $4,
500 million will be spent on imports of services. Some $9,490 million of total
imports will go on strengthening the country’s defence, police and intelligence
systems. The government expects to increase the share of capital and
intermediate goods imports and reduce that of consumer goods imports which
has grown disproportionately high in recent years given foreign exchange
shortages along with the need to supply basic necessities of the population.
Expected increase in agricultural output and improvement in the nation’s foreign
exchange earnings will make the shift possible. The government also plans to
maintain a ‘rational balance’ between the foreign exchange allocations for
defence and civilian productive sectors so that a growing economy will result
which will then help further improve the nation’s defensive capabilities. A
breakdown of foreign exchange outlays is provided in Table 5.5, where the total
outlays is given at $120,732 million for the plan period, or $24,146 million per
year on average. However, in 1991, the Central Bank was authorized to make
commitment and pay for only up to $20 billion. This does not include planned
borrowing or foreign investments.
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The nation’s liquidity, which increased over the 19848 period by an annual
average rate of 15.3 per cent (mainly because of an increase in public debt to the
Central Bank) shall decrease by an annual average rate of 8.2 per cent over the
plan period, dropping from 23.8 per cent in 1988 to 3.5 per cent in 1993. In
terms of volume, it will increase from Rls 15,329,000 million in 1988 to Rls 22,
707,000 million in 1993 (see Table 5.6). This mass will include Rls 724,000
million in net foreign assets, Rls 17,489,000 million in net public debt to the
banking system, and Rls 10,898,000 million in loans and credit facilities to the
non-public sector (calculated on the basis of the assumption that 47.8 per cent of
the private sector’s investment during the plan period will be financed by the
banking system). Note that a major influence on the assumed downward trend in
the growth rate of liquidity is an assumed drop in the nation’s budget deficit.
This same factor is also considered important for reducing the high inflation rate.
Inflation in 1988 was running at about 32.4 per cent. This is supposed to drop to
about 8.9 per cent in 1993. Decline in liquidity as a result of decrease in budget
deficit and increase in GDP are considered among the major influencing factors
in bringing inflation to its knees.

During the plan period, population will increase by about 17 per cent and the size
of the active population is expected to reach 15.5 million in the last year of the
plan. The government intends to reduce the ratio of active population to total
population to 25.3 per cent in 1993, from 25.8 per cent in 1988. Similarly, the
ratio of active population to the population of 10 years of age and over will
decline from 38.8 per cent to 37.4 per cent over the same period. Modest goals
are also set for reduction of unemployment. Some 1.2 million new job-seekers
will enter the labour market (240,000 per year) during the 1989-93 period. To
this we must add approximately 2.2 million unemployed in 1988. However, the

Table 5.5 Sources and outlays of foreign exchange during the first five-year plan, 1989—
93 (million dollars)

Sources Outlays

Items $ million Items Current Development Total

Export of oil, gas 83,096  import of goods 52,300 63,132 114,332

and petroleum

products

Non-oil exports 17,836  Import of services 4,500

Export of services 2,800 Payments of capital 900
account

Receipts from 2,600 At president’s 1,000

capital account discretion

Receipts from 400 Total 120,732

Provisions 14 and

29 of 1368 (1989)

Budget
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Sources Outlays

Items $ million Items Current Development Total
Receipts from 12,000

Provision 29 of the

first plan

Other receipts 2,000

Total 120,732

Source: First Five-Year Economic, Social and Cultural Development Plan of the Islamic
Republic of Iran (1989-1993), 1990

Table 5.6 Consolidated balance sheet of the banking system, and goods and services price
index during the five-year plan, 1987-93 (billion rials)

Actual Planned Averag
e
growth
rate
1989—
93

1987 1988 1989 1990 1991 1992 1993

Net 707.0 7240 7240 7240 7240 7240 7240 -

foreign

assets

Net 9,175. 11, 13, 14, 16, 17, 17, 8.6

public 5 676.5 1232 8932 3474 2019  489.2

sector

liability

Private  6,426. 7,186. 7,932. 8,709. 9,500. 10, 10, 8.7

sector 4 4 2 5 7 202.2  898.2

liability

Total 16, 19, 21, 24, 26, 28, 29, 8.4
308.9 5869 7794 3267 5721 128.1 1114

Liquidit 12 15 16 18 20 21 22 8.2

ymass 6682 3289 9879 9748 7262 939.9  706.9

Goods  28.6 28.5 20.5 16.8 14.3 114 8.9 -
and

services

price

index

growth

Source: First Five-Year Economic, Social and Cultural Development Plan of the Islamic
Republic of Iran (1989-1993), 1990

expected number of new jobs during this plan in all sectors of the economy is
estimated at about 2 million (400,000 per year), reducing unemployment rate to
about 14 per cent in 1993. Even this target will be hard to achieve as over the
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1979-88 period, each year on average only 190,000 jobs could be created. The
sectoral breakdown for the new jobs is given in Table 5.7. Some 56 per cent of
the new jobs are expected to be created in industries and mining, while services
are expected to contribute about 36 per cent. Note that the share of agriculture in
the creation of new jobs over the plan period is anticipated to be only marginal.
In the post-revolutionary period most jobs were generated by the service and public
sectors. With planned reduction in the growth of these sectors, it is not certain if
the planned increase in employment would materialize.

The housing sector, along with industries and services affiliated with it, is
expected to play the most important role in the creation of new jobs as the nation
will rebuild its war- and earthquake-damaged areas. The government expects to
build about 2.3 million housing units over the plan period (460,000 per year), of
which 1.6 million units will be in urban centres and the rest in rural areas. Given
the past record of 120,000 units a year on average, this target seems unrealistic.
The plan also emphasizes the job-creating role of small industries and workshops
and allows the government to design incentive packages aimed at such
establishments. To increase rural employment, priority is given to job-creating
programmes and projects in deprived regions and in water and agricultural
sectors particularly those pertaining to irrigation and drainage networks. By
restricting imports of goods which could be produced domestically, without
creating critical short-ages, the government also hopes to ensure a significant rise
in productive employment. Other policies to help increase productive
employment include specific fiscal and monetary policies to encourage the
private sector to put its financial resources in production, channel remittances
and investments of the Iranians living overseas to productive activities, and
readjust or abolish all norms and regulations which have led to the contraction of
labour market and of employment.

Per capita labour productivity is planned to increase by an annual rate of 5.2
per cent during the plan period. The sectoral share of the labour productivity
growth is given in Table 5.7. Agricultural productivity is expected to grow
faster, at 4.9 per cent,

Table 5.7 Changes in employment and labour productivity during the first five-year plan,
1988-93

Economic  Per capita productivity Average Employment (‘000 jobs)

sector (1974 constant prices) annual

(RIs 1,000) growth
1988 1993 % 1988 1993 New jobs
Agricultur 181 230 4.9 3,253 3,411 158
e
Industries 232 419 4.8 2,797 3,903 1,106
& mining

Services 272 333 4.1 5,400 6,105 705
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Economic  Per capita productivity Average Employment (‘000 jobs)

sector (1974 constant prices) —annual

(RIs 1,000) growth
1988 1993 % 1988 1993 New jobs
Iranasas 258 333 52 11,450 13,419 1,969
whole

Source: First Five-Year Economic, Social and Cultural Development Plan of the Islamic
Republic of Iran (1989-1993), 1990

followed by industries and mining, at 4.8 per cent and services at 4.1 per cent.
The growth in labour productivity will be achieved as the government gradually
transforms low-return occupations into productive ones and reduces
overemployment in services. In 1988 some 47.2 per cent of the workforce was
engaged in services. The plan aims to reduce this to 45.5 per cent by 1993. The
plan’s other measures to increase productivity include improving managerial
techniques, applying better selection and nomination methods for appointing
qualified and experienced people to executive and key posts, and instituting
training programmes for managers. The government also intends to use modern
(capital-intensive) technology in basic, export and strategic industries, mechanize
agriculture, increase the size of skilled workforce, improve research and
education, and provide deprived regions with specialized personnel. The ratio of
scientific, technical and specialized employed population to total workforce was
9.6 per cent in 1988. This would have to increase to 10.7 per cent in 1993. The
optimal utilization of the labour force is also of particular interest. In addition,
the government plans to extend technical co-operation and workers exchange
programmes with friendly countries, make salaries and wages proportionate to
labour productivity, and equalize incomes in various economic sectors. Among
other measures to increase labour productivity include conducting studies on
techniques of enhancing productive efficiency and expanding specialized
technical and vocational on-the-job training programmes in both private and
public sectors.

The Rafsanjani plan also emphasizes the importance of education, research
and health services for the nation’s economic development. Literacy rate among
citizens of 6-35 years of age will increase from 78.8 per cent in 1988 to 99.4 per
cent in 1993. During the same period, the number of primary and secondary
students is projected to increase by an average annual rate of 6.9 per cent from
12.8 million in 1988 to 17.8 million in 1993. Total number of students in two-
year colleges will also increase as will the number of trainees pursuing various
specialization. Significantly, the number of undergraduate and post-graduate
students will increase from 294,000 in 1988 to 480,000 in 1993. The nation’s
research outlays will increase to 0.6 per cent of the GDP and spending for R&D
from public revenue sources will increase from Rls 47,800 million in 1988 to Rls
131,200 million in 1993. The government hopes to increase the number of
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researchers per 1 million of the population from 82 in 1988 to 250 in 1993. As
per health services, during the plan period, the government intends to reduce
infant mortality rate from 44.8 per thousand to 35 per thousand of live births and
death rate among children of under 5 years of age from 56 per thousand to 45 per
thousand. By 1993, 95 per cent of the population will have access to medical
care, up from 70 per cent in 1988. This will happen as hospital beds will increase
from 1.46 per 1,000 people to 1.52; the corresponding figures for general
practitioners are given at 0.18 and 0.37 and for specialists at 0.16 and 0.20 per 1,
000. Insurance coverage is also planned to increase for both urban and rural
population (from 17.4 million in 1988 to 28.2 million in 1993: at present only 2.2
per cent of rural population is covered by medical insurance).

Territorial reorganization and development of the country is also a major goal
of the plan. Regions with capacity to absorb greater investments will receive
complementary projects and ‘development poles’ will be equipped with
additional productive and infrastructural capabilities. Their population reception
potential will also be enhanced in order to lay the foundations for the creation of
regional equilibrium. Priorities will be given to resource-rich regions,
particularly those commanding untapped development capacities in productive
sectors, ‘special regions’ as defined by political and military requirements, ‘key
regions’ with a view to curbing and directing migration, and certain regions on
ecological grounds (for example, prevention of desertification). To effect a
rational geographical distribution of population and activities, several spatial
planning policies will be implemented. Growth of saturated poles will be curbed
and this policy will particularly apply to places where population size and
activities have outgrown their infrastructural and productive capacities and
where external diseconomies have developed. A case in point is Tehran where
the government will allow only location of research activities and some modern
strategic industries of high technology production. The government also plans to
relocate part of the government bureaucracy from Tehran to provincial centres. A
selected number of big cities will be equipped to serve as regional centres in
order to facilitate decentralization and entrust part of myriad functions centred in
Tehran. Intermediate cities will be strengthened to accommodate the surplus
population of larger cities and link them with the smaller towns. Finally,
conditions in small towns and villages, their service potential in particular, will
also be improved to serve as links between urban and rural societies.'?

War-destroyed and earthquake-damaged areas will be rebuilt according to pre-
formulated strategies and designs. The June 1990 earthquake was both a disaster
for an ailing economy and an opportunity for a pragmatic government, who used
it to improve relations with many parts of the world, the west in particular. Thus
a wide range of international agencies assisted domestic organizations in the
relief efforts for the earthquake-stricken areas. The main organization in charge
of the reconstruction is, however, the Housing Foundation of Islamic Revolution
(HFIR), which focuses on housing reconstruction; its plan, programme and
proposed budget are detailed in a document published in July 1990.'" HFIR is
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assisted by financial and technical assistance from the United Nations
Development Programme (UNDP). The Housing Foundation and UNDP are co-
operating on a joint project for rehabilitation of the damaged areas. UNDP is
contributing $500,000 towards the project and the Iranian government $310,000.
The joint project is designed to

(1) provide immediate technical assistance to the post-earthquake
reconstruction and rehabilitation phase, and assist with the coordination of
the mobilization and channelling of international contributions and
assistance from other sources to the long-term rehabilitation programme in
the earthquake region; and (2) enhance the government’s long-term
disaster mitigation programme.'?

The World Bank also approved a 15-year $250 million loan to Iran for the
reconstruction of earthquake-damaged areas in mid-March 1991. (See the World
Bank, The Islamic Republic of Iran Earthquake Recovery Project, Report No.
P-54 82-IRN, February 12, 1991.)

According to the HFIR’s document, the government intends to reconstruct the
earthquake-damaged towns and villages as fast as possible and return the
population to a normal life by providing them with employment in productive
activities. The destroyed settlements will be rebuilt in their original locations
unless disaster vulnerability studies recommend otherwise. Reconstruction
should be planned with utmost flexibility and allow for maximum participation of
local people. The actual reconstruction task, that is implementation, begins when
the Ministry of Health and the Red Crescent Society complete the task of
disinfecting the area. At that stage an area manager is appointed for rebuilding
the area. The manager is the sole representative of the Housing Foundation in the
locality and his (the manager is invariably a man!) decision may not be overrun
by other public officials in the area. However, the area manager must work
within the framework of the respective provincial development plan and co-
ordinate his activities with provincial officials and activities. In addition to area
managers, other agents involved in the task of reconstruction include the local
people (owners of houses), Islamic Councils, auxiliary work groups and
provincial representatives of the Housing Foundation.

The government will invest only minimally in the reconstruction of damaged
houses; instead, it will put most of its investments in public services, site
preparation, employment-generating productive activities, provision of
construction materials, architectural design, technical supervision and builder
training. The Housing Foundation is responsible for the quality of the
construction materials and buildings and must ensure that the built structures are
earthquake-resistant. The government will also give financial assistance to the
affected people to rebuild and repair their damaged buildings (from 50 sq m to
90 sq m of roof coverage for a rural house and from 70 sq m to 110 sq m in case
of an urban unit). Such assistance can take the form of a grant and credit (in case
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of housing construction), or a bank loan in case of housing repair and completion.
This largely self-help approach makes the home-owner responsible for the design
and implementation of the housing unit and heavily relies on local technology
and resources. The estimated budget for rebuilding 83,935 rural units is given at
RlIs 281,180 million; the budget figure for 16,200 urban units is projected at Rls
81,650 million. A further Rls 50,800 million is budgeted for maintenance and
services by the HFIR, bringing the total to Rls 413,600 million. These figures
exclude various costs associated with the provision of infrastructures,
management services, public financial assistance and labour contributed by the
owners.

Reconstruction of the war-damaged areas has been detailed in other
publications.' Here I shall use a recent government report to give an up-to-date
account of the general tasks involved and performed thus far by the
government.'* Contrary to the earthquake relief and reconstruction efforts,
rebuilding the war-damaged areas has been a largely domestic task in which
various public and private agencies have been involved. The highest authority
responsible for the job is the Supreme Council for the Reconstruction and
Renovation of War-Damaged Areas. The Council makes strategic decisions and
oversees efforts to promote public financial contributions. The Central
Headquarters for Reconstruction, on the other hand, sets priorities, makes policies,
supervises implementation of projects and co-ordinates the work of various
organizations involved. The Sectoral Reconstruction Headquarters co-ordinate
reconstruction works with the Sectoral Planning Committees and supervise
projects being implemented by contractors. Finally, the Provincial and County
Reconstruction Headquarters are responsible for a variety of tasks including
prioritizing the reconstruction projects for implementation and on the basis of
predetermined policies. These institutions are assisted by numerous other public
and private organizations including the Housing Foundation, the Endowment for
the Eighth Imam, patron organizations and revolutionary foundations.

The government plans to reconstruct and renovate the damaged rural and
urban settlements in the fastest possible time and within the framework of the
nation’s capabilities. Planning, cultural matters and human dimensions of
reconstruction have received particular attention. It is hoped that as these areas
are revitalized and conditions for production, employment and socio-economic
development are provided, the war-migrants will return and help rebuild their
damaged structures. Housing reconstruction has remained a major parameter in
the overall plan for normalization of conditions (fabi’i sazi) in the damaged
areas. In wartime, reconstruction was a largely emergency or replacement
activity focused largely on housing, but it is currently focused on quality and
developmental aspect of the projects being implemented and directed toward
productive units and infrastructures.

Where possible, the government will not relocate or attempt to combine
damaged settlements. Rather, the policy is to rebuild them on their original sites
(darja sazi). This will minimize costs, save time and prevent unnecessary conflict
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between the people and the government. The government also avoids
reconstructing apartment complexes, building houses before the owners have
returned to their settlements, and using prefabricated techniques. Experience in
Iran indicates that these methods have not been popular with the people. Rather,
endogenous techniques and ones that use more local or national resources are
preferred. They are said to reduce the nation’s technological dependency. A
flexible planning approach is adopted so that feedbacks and inputs from people
are easily incorporated to improve the quality of operations. In reconstructing
population centres, priorities are given to residential and commercial units and
factories producing construction materials, followed by provision of conditions
for productive employment particularly in agriculture and small industries.
Provision of heat, water, electricity, road, infrastructures, educational and health
services, communication links and urban amenities is also considered a critical
first step. At national level, reconstruction of large industrial units such as
petrochemical complexes, oil refineries and power plants have had special
priorities.

Reconstruction plans are distinguished into three categories. The ‘national
sector’ (bakhsh-e melli) includes large industrial and infrastructural projects,
implemented by ministries. The ‘popular sector’ (bakhsh-e mardomi) deals with
reconstruction of residential and commercial units, implemented by the owners
themselves. The ‘regional sector’ (bakhsh-e mantagehei) encompasses regional
development programmes and urban/rural service projects, implemented by
reconstruction offices in the damaged areas. As for management and public
participation, just as in the case of earthquake reconstruction projects, owners are
responsible for design and reconstruction of their own units. The role of
government is limited to investing in job-generating productive units,
supervision of reconstruction process, provision of technical services and
financial assistance. In all cases, site preparation is a public job. The government
is also responsible for equipping public offices with adequate equipments and
skilled labour force and delivering basic construction materials to the projects at
the site.

Financially, the public sector assists reconstruction by investing in
infrastructures, providing technical and managerial personnel, reimbursing the
public for part of the war-related losses, and granting credits, loans and other
banking services. For rebuilding urban residential units (from 60 sq m to 120 sq
m), the government pays up to Rls 6 million plus construction materials. The
Director of Provincial Reconstruction Office may at his discretion assist the
owner for up to 180 sq m of roof coverage; the owner may also be assisted by
bank loans. For urban commercial establishments, the government pays up to Rls
1.5 million and assists the owner with bank loans. For rebuilding and renovating
production units, the government pays up to Rls 6 million and provides
construction materials at the official price. Other government assistance includes
bank loans and sale of foreign exchange at official rate to the owners, to be used
for purchase of machinery and equipments. The government also reimburses the



IRANIAN ECONOMIC RECONSTRUCTION PLAN 101

inflicted public for a long list of damaged items ranging from agricultural products
to palm trees, animals and private vehicles. Building permits and access to water
and electricity are also provided free of charge. The Reconstruction Organization
is responsible for free clearing and removal of debris. Finally, the government
sells to the war migrants who return to their villages the following seven ‘basic’
household items at official price: machine-made carpet, refrigerator, television
(black and white), stove, kitchen ware and plates, sewing machine and fan.

POLICY CHANGES IN THE WAKE OF THE KUWAITI
CRISIS

Ever since its inception in July 1989, the government of President Ali Akbar
Hashemi Rafsanjani has been steadily moving away from ideology towards more
pragmatism. In the realm of economic development this has meant an
increasingly bolder, flexible, open and more market-oriented strategy as reflected
in the five-year plan. In the aftermath of the Persian Gulf crisis, the government
has sped up the pace of changes in this conventional direction and is introducing
a few major policy changes. Significantly, the idea of bottleneck removing and
maximum utilization of the existing productive capacities is giving way to a
policy of increasing capital formation; the private sector will be more quickly
expanded at the expense of the public sector than originally envisioned; and a
new export-promotion industrialization strategy will replace the original import-
substitution strategy. The export orientation of the economy is hoped to reduce
dependency on oil-earned foreign currencies although the government is now
thinking to expand the oil production to over 5 million barrels per day by 1993.
The export-promotion strategy is also hoped to diversify the economy at the
same time that it will generate a new industrial dynamism in the country. The
new approach is designed to speed up Iran’s reintegration into western
economies and broaden its regional economic role.

The exiled Iranian industrialists, bankers and merchants are now being asked
to return to their country, take control of their expropriated properties and
develop export industries with a high-tech content. They may also purchase other
nationalized industries and establish new ‘credit institutions’ to run parallel to
the nationalized banks. All legal charges against them are also being dropped by
the government. Those who return will additionally benefit from the
government’s easy loan programmes given for promotion of Iran’s exports and
establishment of productive units. Up to 80 per cent of initial investment may be
borrowed from the government. The most favoured projects include steel
production, automobile, chemical and petrochemical, apartment complexes,
hotels, new towns, urban installations and packaging industries for exports. A
more liberal approach is also being adopted toward foreign investment. Now
foreign investors may own up to 49 per cent of the joint ventures and may face
only minor restriction on profit repatriation. They are, however, encouraged to
establish export industries and promote Iranian exports to generate the needed
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foreign exchange. Joint ventures and buy-back projects are favoured
mechanisms, but other forms of borrowing and foreign investments are also
pursued. The pre-revolutionary Law for Promotion and Protection of Foreign
Investments has been reins tituted and changed to reflect the new policy.

The government also wishes to extend its ongoing co-operation with the
World Bank, International Monetary Fund (IMF) and the Asian Development
Bank (ADB). The IMF has completed a report on the Iranian economy and the
government in Tehran is silently implementing the IMF’s recommendations for
normalizing the economy: subsidies are being eliminated for most commodities,
price control is being lifted, the rial is devalued substantially, and the size of the
government will be further reduced.'> In April 1991 Iran also increased its share
in IMF in the hope of having access to a larger loan in the near future. In March
1991 the World Bank gave a $250 million loan to Iran for the reconstruction of
the earthquake-damaged areas. Iran participated in the ADB meeting in late
April 1991 as an observer and hopes to become a member soon. Iran will seek
project loans from these institutions, the World Bank in particular (for dam
construction, transportation systems and irrigation canals), and will be willing to
make certain concessions on conditionality and transparency of data. Government
officials would not acknowledge if they are also willing to take loans for
structural adjustment; they may well take that too.

These and other policy changes were announced by Dr Mohsen Nourbakhsh,
Minister of Economic and Financial Affairs, and Dr Mohammad Hussein Adeli,
Governor of the Central Bank, during a two-day conference on ‘Economic
Development in Iran’, organized by Iran’s Permanent Mission to the United
Nations and held in New York City on 2-3 May 1991. Conference participants
included Iran’s Ambassador to the UN, other government officials, exiled Iranian
industrialists, bankers and merchants, and economic professors and graduate
students in US universities. (I was among the participants.)!® According to these
officials, the ‘new approach’ will bring Iran’s economic policies more in line
with the ‘new regional and international realities’ as demanded by the ‘new
period’ that has followed the Kuwaiti crisis. In particular, Iran’s behaviour
during the crisis has increased its international stature and improved its relations
with the west. Meanwhile, according to these officials, initial attempts by the US
and Arab governments to isolate Iran have failed, while the Iraqi defeat has
strengthened Iran’s regional standing, making it possible for Iran to advocate a
new concept of security arrangement based on economic co-operation (as
opposed to the old concept of ‘balance of power’). These changes have, in turn,
necessitated a more outward-looking strategy for Iran. Besides, Iran as the
largest country in the region, with rich material and human resources, is said to
have a natural advantage to extend its regional economic role and take a larger
share of the 200-million regional market.

The new approach was again underscored during a subsequent major
international conference on ‘Oil and Gas in the Decade of 1990: Prospects for
Co-operation’, held in the historic city of Isfahan, Iran, on 12 May 1991. Foreign
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participants included OPEC’s Director; Oil Ministers of Saudi Arabia, Kuwait,
Venezuela, Indonesia, Algeria, the Soviet Union, South Korea and Oman;
executives of over sixty oil companies from the United States, Europe and Asia;
and researchers and journalists from a variety of institutions in the west.
Domestic participants included several ministers and many high-ranking
government officials.

In a message to the conference, President Rafsanjani emphasized that the
‘bipolar world system’ is all but gone, and the Foreign Minister, Ali Akbar
Velayati, said that ‘a new order’ is emerging in which ‘economic considerations
overshadow political priorities’. The Chief of Plan and Budget Organization
Roughani Zanjani indicated Iran’s determination to create a free market system
and the Central Bank Director Adeli outlined Iran’s plan for foreign borrowing
and attraction of foreign investments. Similar messages were also given by the
Minister of Economy and Finance, Nourbakhsh.

In a press interview, the Oil Minister, Gholamreza Aghazadeh, said that the
conference reflected the changes brought about by the Persian Gulf crisis,
evolution in the world oil markets and restructuring in the world economy. He
said demand for oil will increase in the 1990s while non-OPEC oil production
will decline, increasing demand for the Persian Gulf oil. Logically, therefore,
‘Iran as a founding member of OPEC has initiated an unprecedented attempt to
further mutual understanding among the main players in oil industry including
producers, consumers and oil companies’.!”

In the mean time, he said, in a post-conference interview that Iran is taking
steps to change its oil production, pricing, and marketing policies.'® Production
will be increased from the present 3.5 million barrels per day (mb/d) to 5 mb/d
by 1993. The Iran-Iraq War and confrontation with the United States in the
Persian Gulf destroyed a good part of the country’s oil installations. Iran’s
current (June 1991) OPEC quota is about 3.5 mb/d. The organization faces
overproduction and Saudis are pumping some 4 mb/d more than their quota.
Venezuela, United Arab Emirates and Nigeria are also producing above their
OPEC quotas. Iraq and Kuwait are expected to begin production soon.

To increase production, according to the minister, Iran will undertake new
explorations, repair and modernize the damaged oil platforms, and gasify the
existing wells. Iran will use foreign borrowing and assistance for some of these
activities. Presently, oil experts from France and Japan are assisting Iran in
repairing and modernizing the platforms. For exploration of seventeen wells, Iran
has ‘rented’ some equipment from Canada, but the job is being done by the
Iranians themselves. Iran and the Soviet Union are co-operating in exploration on
the Caspian Sea and at least one well is said to have reached oil. Gasification
will soon begin and the job will be done by the Iranian experts, the minister said.

The new pricing policy is based on co-operation with Saudi Arabia and other
OPEC members. In the 1980s Iran followed a policy of confrontation with the
Saudis. This policy will also focus on the actual oil market and seek a stable
price rather than push for a higher unsustainable price as in the past. The pricing
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policy will also account for economic growth in the west. Finally, Iran hopes to
increase its oil exports to the west and direct deals are presently sought with several
US companies. A few months ago, Washington informed US companies that
they may buy oil from Iran but under the condition that the proceeds be kept in a
Special Account in The Hague from which American claims against Iran could
be paid. Iran intends to eliminate its barter trades with eastern Europe. Iran also
plans to expand co-operation with some Third World countries in downstream
projects.

To prepare for the new approach, on 21 January 1991 the Islamic Republic of
Iran had put in practice a major reform package dealing with foreign trade and
exchange rates.!” Accordingly, a new floating exchange rate for rial was
introduced and the various administrative hurdles in the foreign trade sector were
eliminated. The new system is expected to promote non-oil exports, foreign
investments and tourism. The floating rate is an addition to the old multiple-tier
exchange system which will soon be simplified. The ‘official rate’ (about 65 Rls/
$), makes imported necessities affordable and is also given for large-scale
industrial and development projects. The ‘floating rate’, on the other hand, is
given for imports registered through the Ministry of Commerce, non-oil exports,
tourism and health services which have to be performed outside the country but
are not eligible for the Medical Council’s special rate. The initial floating rates
were set by the Central Bank at 1,335 Rls/$ for sale and 1,338 Rls/$ for purchase.
This amounts to a 95 per cent devaluation of the Iranian rial.

Floating rates are available through designated publicly owned banks. Both
Iranians and foreign nationals are eligible and they may open a foreign-currency
demand deposit account in an authorized bank. Before the reform, foreign
visitors had to exchange at official rate and pay their hotel bills in foreign
currencies. Although the official and floating rates make up for the bulk of
foreign exchange transactions, the government also maintains other special-
purpose exchange rates. The ‘competitive rate’ (about 600 Rls/$) is designed for
general assistance to industrial units, importers and exporters of select
commodities. The ‘preferred rate’ (about 425 Rls/$), on the other hand, is given
for provision of raw materials and other inputs for factories producing industrial
goods, medicine and food. The ‘service rate’ (about 845 Rls/$) accounts for the
least significant foreign exchange transaction. It is given to government
employees travelling abroad and to students studying in approved fields in
accredited foreign universities. A much lower service rate (300 Rls/$) applies to
medical patients who need treatment abroad and are eligible for the Medical
Council’s special rate. Finally, there is the black market rate which stood at
about 1,450 Rls/$ in February 1991.

The new reform also introduces major changes in the way foreign trade will be
handled. Under the old system, exporters were subjected to cumbersome
administrative paperwork and had to observe a quota system for various
exportable commodities. They also had to make a commitment to sell to the
government a given portion of the foreign currency earned in the trade at a fixed,
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state-determined exchange rate. Importers were also restricted in the amount of
foreign currencies that they could transfer to outside the country. Under the new
system, all these have gone: only a simple export form, along with a
commitment letter, has to be submitted, the quota system is eliminated, and the
exporters will sell the currency earned to the government at the going market
rate. The exporter may also choose to import certain essential goods using the
earned currency. In either case, an exporter has up to six months to act. For a
carpet exporter, the time limit is twelve months. Beyond these deadlines, they
pay a fine. There is also no limit on the amount of foreign currencies importers
can buy at the floating rate. Control over transfer of currencies so obtained
outside the country has also been relaxed. The government is expected to
eliminate its barter trade agreements with eastern European countries. The new
system includes certain incentive provisions for exporters.

As an immediate reaction to the new system, free market rates dropped by
about 8 per cent in less than a day after it was announced. However, the market
recovered the loss in less than a week. Prices of certain imported commodities
increased, but the change was not significant. The Persian Gulf crisis continues
to influence free market exchange rates in the country. The system is expected to
increase Iran’s non-oil exports by lowering their prices and thus making them
competitive in the world market. The system could also eliminate extensive
trafficking in Iranian non-oil exports, making the trade statistics more reliable. It
is also expected to lower the country’s non-essential imports as their prices will rise
in the home market. Finally, the system is hoped to encourage foreign
investment and tourism as it cheapens their rial expenditures. Indeed, the rial
expenditures of foreign companies and their personnel, tourists and other non-
nationals have dropped by twenty times since the rial was floated in January
1991.

PROSPECTS FOR SUCCESS

Iran is a resource-rich country with proven potential for economic growth and
political leadership in the Middle East. Yet the success of the pragmatist
government in normalizing the economy and then leading it toward a sustainable
growth path will depend on the following economic and extra-economic
constraining factors:

1 foreign policy conditions

2 foreign exchange conditions
3 human capital conditions

4 domestic political conditions
5 structural bottlenecks.

The remaining space does not allow for a comprehensive treatment of these
conditions and their possible impact. In what follows, I shall provide only an
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outline to underscore the most important factors particularly with respect to the
new export-oriented strategy. My aim is to stimulate future research and
discussions.

The significance of foreign policy conditions becomes clearer when we recall
the recent policy changes in the direction of an export-promotion development
strategy. Access to foreign markets, transfer of technology’ and knowledge, and
attraction of foreign investments are critical for the success of this outward-
looking strategy. Moreover, in the pre-revolutionary period, Iran was integrated
into and depended on the capitalist world economy in two major ways: export of
oil and import of industrial inputs and food. This integration and dependency has
continued in the post-revolutionary period. Iran also depended on the regional
markets for the expansion of its consumer goods industries in the 1970s. This
need for markets in the neighbouring states will be felt again as export industries
expand. In other words, while sizeable amounts of capital, technology and other
inputs would have to come from the west, export markets must be found in the
region. Thus improved relations with the west and the states in the region is an
important factor in Iran’s economic development plan, particularly now that the
government in Tehran has chosen to follow a capitalist path and an export-led
growth.

The pragmatists have long recognized this fact and tried to improve relations
with the west and the regional governments. However, the Islamic Republic’s
success was largely limited prior to the Persian Gulf crisis. A major obstacle was
Iran’s fractured image in the west. In particular, the west portrayed the regime in
terms of the worst stereotypes: terrorism, barbarism and fanaticism. The anti-
western nature of the Revolution and the Islamic Republic’s adventurist foreign
policy were the most responsible. By the time of the cease-fire with Iraq in August
1988, Iran’s fractured image and its consequent international isolation had
become causes for significant material and social costs to the country.
Recognizing the problem, the pragmatists began their quest for friendship with
the west by focusing on a policy to change the fractured image.

To begin with, the pragmatists have accepted the argument that the ‘bi-polar’
world system has basically disappeared, replaced by ‘a new order’ in which
‘economic development and co-operation’ are important.?’ But they are silent on
which country or countries now dominate the world political economy. In
practice, however, they have tended to espouse the argument for a unipolar world
system with the United States at its zenith (as opposed to the argument for a
multi-polar world system). Alliance with the declining Soviet Union is
considered without any significant strategic value. Accordingly, pragmatists
moderated their behaviour vis-a-vis the west and changed Iran’s foreign policy
from one of adventurism and belief in use of force to one based on realism, co-
operation and negotiation. A forceful export of the Revolution was also rejected
while restoration of relations with neighbouring states on the basis of
international law, mutual respect and good neighbour policies became a major
objective. Despite Rushdie affairs and a monetary dispute with France, relations
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with Europe also improved as French and British hostages in Lebanon were set
free and European businessmen began arriving in Tehran to negotiate important
reconstruction projects. However, relations with the United States remained
unfriendly although a slight convergence of view was also observable among the
two governments by the summer of 1990. The pragmatists have used the June
1990 killer earthquake as an opportunity to close the gap with some of the
regime’s old enemies.

While these developments were occurring, the Persian Gulf crisis began,
providing the regime in Tehran with a golden opportunity to institutionalize its
new westward-looking policy. As I have shown elsewhere, Iran’s Persian Gulf
policy was designed not only to achieve its strategic national interests in the
region but also to correct Iran’s image in the west and earn it new stature in the
world community, especially in the Arab world.?! In particular, Iran condemned
Iraqi invasion and annexation of Kuwait, demanded its immediate and
unconditional withdrawal, supported and observed all UN resolutions, including
the one authorizing the ‘use of all necessary means’, opposed linking Kuwaiti
and Palestinian issues, and continued to recognize the legitimacy of the al-Sabah
government. Iran also down played its ideological interests and used its influence
to moderate radical Islamic opposition to the USA’s intervention. The Iranian
religious leaders maintained that the war was between two unjust powers rather
than between Islam and infidels.

As aresult, relations with the UN, the west, regional governments and the anti-
Iraqi coalition and other states throughout the world improved during the crisis.
Most notably, Iran re-established relations with Britain in the beginning of the
crisis and later released Roger Cooper, a British engineer who was in Iranian
jails for over five years on charges of spying. Iran-France relations also improved
and the two nations resolved a major dispute in the midst of the crisis over
repayment of a loan made by the late Shah to the French government. Relations
with Germany and other European countries have also improved significantly. In
the early 1990s, along with Japanese firms, many European businesses are
involved in a variety of post-war projects in Iran. The quick end to the war was a
blessing for the pragmatists who look to Europe and Japan for the post-war
reconstruction.

Iran-USA relations continue to be suspended; on balance, however, relations
improved as the two governments’ views converged during the crisis. It is
noteworthy that the pro-Iranian Shi’a groups in Lebanon did not harm US
hostages during the war. They also refrained from any terrorist action against US
interests in the region. During the crisis, Iran also released an American, Erwin
David Rabhan, jailed in Iran since October 1984. During the US-led war against
Iraq, President Rafsanjani even suggested that US forces might be allowed to use
Iranian territories in ‘emergency’ cases, and proposed to mediate between the
warring parties and indicated his willingness to talk to Americans, something he
called ‘logical’.?? Javad Larijani, a senior presidential adviser, also spoke the
government mind when he said that there could be a ‘marriage of convenience’
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between Iran and the USA whereby the USA helped rid the region of President
Saddam Hussein of Iraq by promoting a coup and sponsored a ‘regional security
arrangement’, or a ‘United Nations monitoring group with US participation’.
Such a ‘marriage of convenience’ will be to both parties’ benefit, he said,
because they share an interest in a peaceful and stable Persian Gulf region and in
reliable oil markets.”?

In its turn, the United States indirectly encouraged the World Bank to assist
Iran with a $250 million loan for reconstruction of earthquake-damaged areas.
With the tacit approval of the United States, the IMF is also helping Iran
normalize its war economy. The US plan for security of the Persian Gulf as
outlined by Secretary Baker also included Iran.’* Despite this rapprochement,
President Bush extended the economic embargo against Iran (Executive Order
No. 12170) for another term in November 1990. The USA now looks to Iran for
freeing its hostages in Lebanon and a change in the Republic’s economic system.
Iran in return wants the USA to recognize its legitimate interests in the Persian Gulf
and its security system. Iran also wants the economic embargo lifted and its
assets released, including some $10,000 million in frozen bank accounts and the
military hardware purchased by the late Shah. Until USA-Iran relations
normalize, Iran’s reintegration in the capitalist world economy will remain
marginal, causing serious difficulties for the capitalism-roader pragmatists.
Realizing this, the US administration remained cool to many overtures from Iran
in the first half of 1991, hoping to extract maximum concession from Iran.?

In the region, Iran’s relations have improved with almost all of the states with
the exception of Iraq and Afghanistan. Iran reestablished relations with Saudi
Arabia, Egypt, Jordan and Kuwait, and has improved its ties with other Persian
Gulf littoral states, Arab states and non-Arab governments in the Middle East
including Turkey and Pakistan. Economic and political ties with the Soviet
Union, Iran’s neighbour to the north, have also been strengthened under the
pragmatists. As a consequence, Iran is now better positioned to co-operate with
Saudis in the OPEC, expand its security role in the Persian Gulf, and expect
significantly increased economic relations with the regional states. Before and
during the Kuwaiti crisis, relations with Iraq also improved; since the end of the
US-led war against Iraq, however, relations between the two states have
deteriorated again. Iran needs to improve relations with Iraq and Afghanistan
before it can realize the full potential of its newly enhanced ties with the states in
the region, Arab nations in particular.

These developments in Iran’s external relations will no doubt help the country
in its quest for an outward-looking development policy. But it is highly unlikely
that they will guarantee Iran a stable access to oil and non-oil export markets,
industrial inputs including advanced knowledge and modern technology. Thus,
foreign exchange conditions are expected to restrict implementation of the new
policy. The oil market remains uncertain, to say the least. Western economies
will not return to a growth path for some time to come and recession in these
countries will force their people to conserve more energy. The USA will invest
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more in domestic oil production in the wake of the Kuwaiti crisis and public
pressure. The Soviet Union could enter the global oil market as a new competitor
for the OPEC. The Soviets could also compete with Iran for export of gas to
Europe, a market Iran plans to enter with high expectation. Third World oil
importers will face economic slow down for most of the 1990s. Iraq and Kuwait
will soon begin pumping again, while Saudi Arabia will have no incentive to
reduce its production and lose its expanded market share. Finally, most oil
producers, including Iran, plan to increase production and exports.

Thus, itis possible that OPEC in the 1990s will be faced with a persistent oil glut
and price decline because of sluggish demand and increased supply. This
development could jeopardize the organization’s existence or at least reduce its
effectiveness, as happened in 1986. OPEC may insure itself from this possible
calamity if it could co-ordinate its members’ production policy and prevent a
supply war among them. A reasonable and stable pricing policy will help
consumer economies and thus prevent a decline in demand. Western
governments, the United States in particular, also have a stake in stable oil prices
and supply. As such they may also take steps to prevent an OPEC disaster if they
find the organization helpful and co-operative. OPEC can also count on the
support of the western oil companies and non-OPEC oil producers, particularly
in the North Sea, who would also lose in case of a breakdown in oil markets.

The Iranian non-oil export markets also face an equally uncertain condition.
Even if Iran was to improve relations with all the states in the world and get
successfully reintegrated in the capitalist world economy, there is no guarantee
that these will increase Iran’s access to world export markets, particularly for
high-tech commodities. Many Third World governments have taken this route
and failed miserably; they have all ended up in huge debts. A few successful
cases in East Asia could not be taken as good examples. While protectionism is
in the rise, Iran’s scientific and technological backwardness will make it
impossible for the country to compete in the highly advanced global market even
if the world was to open its door wide to a latecomer. Iran would also have
difficulty to expand into Middle Eastern markets for even mediumtech exports.
While Iran was at a standstill since 1979, other nations in the region improved
their industries and technological capabilities. Saudi Arabia, for example, has
developed enough petrochemical industries to supply all of the nations in the
region, while Turkey’s manufacturing products are sold in many Middle Eastern
countries. Regional markets are already penetrated and dominated by the
Japanese, Europeans, Koreans, Taiwanese and others.

This does not mean that Iran should not attempt to expand its exports
production and markets. What Iran should not do is to try to compete in the
global market using imported technology; Iran should not attempt to enter the
high-tech exports markets for the time being. Even if Iran was able to develop
and market such commodities successfully, the net effect could well be a loss of
foreign exchange for the country as most inputs including technology will have
to be imported at exorbitant prices. Rather, Iran should begin its outward-looking
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policy by expanding its export production in areas where it already has a
comparative and competitive advantage. Even then Iran needs to target its export
production so that it can develop and master the technology in a shorter time. In
the mean time, Iran has to advance its industry-driven R&D and scientific basis
if it wants to expand at some future time in the direction of high-tech exports.
This will in turn depend on the ability of the government to expand higher
education, encourage applied research, find its market niches and provide the
necessary conditions for the return of the exiled Iranian scientists, researchers
and industrialists. An education-first strategy within a democratic environment is
the first most important condition for development of high-tech knowledge and
exports. Iran needs to build science cities, industrial parks, institutions of
higher education and research laboratories before it can hope to become a player
in the highly specialized and competitive global market.

This leads me to the problem with human capital conditions. Iran lacks not
only a high-level workforce but also people with basic skills such as technicians.
There are two routes Iran can take to remedy the situation: expand education and
training at home, and encourage self-exiled and exiled Iranians to return to their
homeland. The government has been attentive to both of these opportunities.
More needs to be done in these areas, domestic education in particular. In the
short run, however, Iran’s best bet is to focus on millions of educated Iranians
abroad. Thus far the government’s attempts in this direction has not paid off at
any significant level. Iranian scientists and researchers have not shown great
willingness to return under the given domestic conditions. Of 2 million Iranians
who left the country after the Revolution, about 15 per cent have returned to Iran
since the death of Ayatollah Khomeini in 1989.26 Disparity in living standard and
wages between Iran and the west are among major obstacles; sociopolitical
reforms are another condition for the return of the exiles, although this demand is
not always explicitly acknowledged. It is for this reason that the government’s
new policy does not adequately emphasize the return of these people; indeed
there is no plan at present to return them although an office within the President
Office is looking for ways to break the impasse. Instead, the government has
focused on Iranian businessmen abroad who seem to care more about the
security of their capital and a higher profit rate than say women’s rights or
democracy.?’ But if the government was to invite only the businessmen back
home but not the educated Iranians, then the Iranian economy including its non-
oil export sector will become fully dependent on the capitalist world market for all
that it consumes, from knowledge and technology to industrial processes and low-
order inputs such as food and intermediate goods. Such a result will also not
conform to the pragmatists’ largely nationalistic plan for Iran’s future.

The prevailing domestic political conditions will also work toward slowing the
pace of the planned changes. Factionalism within the regime and the national
political discord continue to remain causes for wasteful expenditure of the
government’s energy and resources. The radicals are still a nuisance although
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their power is increasingly being reduced. They have criticized the Rafsanjani
plan for its lack of attention to the plight of the poor and social justice.

They also castigated the plan for its westward direction. To them this policy
amounts to a major deviation from the teachings of the late Ayatollah Khomeini.
Their own alternative calls for more state intervention, equitable distribution and
balanced development, and a self-reliance strategy. Hojjatt Ol-Islam Ahmad
Khomeini’s denunciation of those who met the exiled Iranian capitalists in New
York City is only one indication of resistance to the new policy (he is the late
Ayatollah Khomeini’s son).?® Factionalism in the absence of partisan politics has
been particularly responsible for perceived political instability and
inconsistencies in economic policies and programmes of the government.

National discord on the other hand has imposed on the society a tenacious
repression, lack of trust among individuals and between them and the state, and a
general sense of social insecurity. In such an environment, most businesses do
not take risk and tend to remain dormant and traditional; nor do most scientists,
researchers and technocrats find space to fully blossom. Innovation, novelty,
originality, creativity, ingenuity, change, reformation and modernization are the
main casualties in such circumstances. As I have indicated elsewhere, these
problems are compounded by an obsolete political culture, among other factors,
that hardly lends itself to constructive behaviour and democratic relations; rather
its effect is to prevent Iranians of different ideological and political persuasions
to reconcile their differences and collect their energies for democratization and
reconstruction of their society.?’ Changing this culture takes no less than a
perestroika, designed specifically for the Iranian situation—an Iranian
perestroika that will involve all levels of the society, from individual to the
government, and from economics to politics.

Openness to the world and inviting Iranian businessmen back home are steps
in right direction. However, unless these are accompanied with other desperately
needed reforms in socio-political spheres, the net effect could well be more
dependency, exploitation and repression than at present. Businessmen, foreign or
domestic, will ask for tighter security for their investments and a more
disciplined work environment than hitherto existed. They will also plan to make
more money and at faster pace in a less certain environment in which they will
be operating in the beginning. The government’s Law for Attraction and
Protection of Foreign Investments also allows for larger profit repatriation than
ever before. The exiled Iranian businessmen would want a bigger profit rate to
compensate quickly for their actual and opportunity costs since the Revolution.
They have also learned the western way of business, a more repressive way than
they used to follow in pre-revolutionary Iran. This higher-exploitation method
would also confirm to the government’s desire to achieve quick economic
growth, but it will also exacerbate the already extremely skewed income and
wealth distribution in the country and may lead to political instability.

However, provision of these conditions is not going to be easy for the
government in an already well-politicized society where the working people have
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become poorer, still have the gun and are considered a basis of power in an Islamic
state. For the pragmatists to change this base will take a long time. Therefore, the
alliance between the pragmatists and the businesses can be expected to produce
more inequality and repression in the immediate future unless parallel political-
economic reforms are introduced. But businesses will not be interested in such
reforms as democracy and social justice could be perceived as threatening to the
security of their investments and profit. Nor will they have a stake in
sociocultural reforms in so far as their families will be left behind in the west. This
means that the educated middle-class Iranians would have to press for democracy
in the country as the government goes after businesses to revive the economy.
But the domestic groups would need the support of the largely self-exiled
educated Iranians in the west to accomplish the task. Thus, for an Iranian
perestroika to occur, the policy to return the exiled businessmen must be
accompanied with an equally serious policy to return the educated people.

Finally, there are various other structural bottlenecks, including infrastructural
and superstructural obstacles. Transport, communication and energy shortage,
institutional underdevelopment, organizational parallelism and managerial
deficiencies have often been noted. The country also needs to implement
meaningful reforms in its landholdings, tax system, women’s rights, labour law
and regional administration. The main direction of these reforms should be
toward creating balance in the society. No successful development has ever been
built upon extreme economic and legal imbalances. On the contrary, economic
development everywhere has followed important balancing economic and legal
reforms. This is why the government’s ‘growth first, redistribution later’ strategy
(which is complemented with an IMF-type stabilization programme and a World
Bank-type structural adjustment policy) will have difficulty to work in a nation
where some 65 per cent live below poverty. If past experiences are of any
indication, the presumed trickle-down effect will not occur on time to prevent the
working people from protesting in the streets.

The private sector also needs to develop a more nationalistic and responsible
attitude toward the economy and the nation. But this may not occur unless the
state is made more accountable to the people. This change will, in turn, require
that the state disciplines itself, increases its dependency on taxes against oil
income, substitutes criteria for relations in promotion of its officials, and
eliminates the widespread corruption. In this connection, I wish to invite
attention to the neglected problem of administrative fuyul system in the Islamic
Republic.?® Public offices, the revolutionary foundations in particular, are
divided among various Islamic factions, influential religious authorities and
individuals with close family ties with the political leaders. While an old practice,
the system has taken a more explicit and functional form since the Revolution
and has developed into a political-economic vehicle of power and influence. This
corrupt system of national administration has led to significant inefficiency,
favouritism, nepotism and partisanship within and without the government. In
recent years, however, the problem has been somewhat mitigated because of two
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developments: pragmatists made efficient management and increased
productivity conditions for maintaining fuyuls; and, in the mean time, a healthy
inter-tuyul competition emerged over expansion of tuyul territories. These
changes notwithstanding, the fuyul system is inherently inefficient and corrupt. It
must be totally eradicated and replaced by a system that makes public offices
accountable to the people and appoints managers on the basis of knowledge and
leadership capabilities. The aforementioned reforms may not be easily
accomplished as old habits tend to obstruct novel thinking and practice while
reform-resisters and special interest groups continue to occupy sensitive
positions in the political economy.
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Part IV

Iran and the Arab world



Chapter 6

Wheels within wheels: Iran’s foreign policy
towards the Arab world

Anoushiravan Ehteshami

Oil has drawn the world’s attention to the Persian Gulf, an area in
which, after a period of deceptive calm following the British military
withdrawal at the end of 1971, local rivalries have now emerged.
There are many potential causes of unrest, both internal and inter-
state, and a build-up of modern weapons is taking place on a very
considerable scale.

(1SS, Strategic Survey 1973)

It is easy to believe, when reflecting on the important pronouncements of the
First Islamic Republic’s influential leaders in the aftermath of Iran’s
unconditional acceptance of SCR 598 and the implementation of the August
1988 cease-fire, that Iran has indeed turned the blind corner in its foreign
relations, that the end to the war has been a turning-point for the entire system.
Throughout 1988 Tehran was compensating for its regional set-backs by
reestablishing its severed diplomatic ties with the non-aggressive (‘Lesser
Satan’) western states—France, Canada and Britain— and consolidating its
existing ties with a number of others—the Federal Republic of Germany, Japan
and Italy.! In the same breath, the realists of the techno-clerical elite also made
significant conciliatory gestures towards the conservative Gulf Arab states,
proposing a complete break from the destructive interactions of the 1979-87
period, but significantly stopping short of extending a hand of friendship towards
the larger moderate Arab camp.?

Evidently, therefore, Iran’s inner transformations seem to leave a noticeable
mark on its greater regional and extra-regional activities. Additionally, while
these inner transformatory energies do not necessarily affect the functioning of
the extra-regional countries/ country groupings that they ‘touch’, none the less
they feature in the region’s dynamics and interplays. Of course, there is nothing
new or unusual in this process. Iran, as a major regional actor for the best part of
the last 2,000 years, has continued its uninterrupted dialectical interactions with
its regional friends and competitors.’ Remaining distinct from its Arab
neighbours, Iran’s rulers have consciously and unconsciously helped to divide,
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redefine or bolster the myriad of Arab regimes and forces that have emerged
from within that ‘world’. Before 1979, and particularly since the emergence of
modern ways and means of regional interrelations— essentially through the
formation of post-colonial nation-states of various ideologies and many degrees
of effective power—Iran had always been regarded either as a thorn in the side
of the Arab ‘independentists and nationalists’ (the so-called radicals), or counted
as a force for stability and an ‘equalizer’, depending on the perspective of the
parties involved. While the opposition of the Arab radicals to the Pahlavi regime
was categorical, the moderates and conservatives, although identifying with
imperial Iran’s general game-plan, were never fully convinced of the innocence
of the Shah’s regional aims, executive strategies and strategic outlook. The
legacies of that era have continued to haunt Arab politics as well as the Arab-
Iranian relations that have taken shape since the overthrow of the institution of
the monarchy in Iran in 1979. To understand fully the present, therefore, we
ought to take on board elements of a retrospective evaluatory framework. To
understand the recent past, however, we need to retrace the evolution of the Arab
polities and the points of contact of the non-Arab Middle Eastern countries with
them.

IRAN’S ARAB RELATIONS 1953-79

The creation of the State of Israel in 1948 posed two fundamental strategic
problems for the Arab world: first, loss of Arab territory (and associated with it,
birth of the Palestinian diaspora), and second, the establishment of a third non-
Arab (in addition to Turkey and Iran) and (in this case) non-Muslim political
body in the Middle East, that was overtly hostile to the Arab vision and, unlike
the other two non-Arab countries (which are on the geographical edges of the
Arab world), was erected in the very heart of the greater Arab homeland. More
than at any other time, therefore, the non-Arab Middle Eastern countries’
political stance (and their not inconsiderable western connections) had come to
influence the balance of forces that was emerging in the region.

Although Iran voted against both the proposal of the plan of partition that
emerged from the work of ‘Sub-Committee 1’ of the UN Ad Hoc Committee (25
November 1947) and the General Assembly Partition Plan of Palestine
Resolution (29 November 1947), the signs of a strategic alliance evolving
between the newly created Jewish state and Iran, after the reinstatement of the
Shah in 1953, was received with alarm in both the emerging radical and the well-
established moderate/conservative Arab circles. But, for all intents and purposes,
Iran’s general orientation did remain moderate. In 1955 Iran joined the Baghdad
Pact, which comprised Britain, Turkey, Iraq and Pakistan, and enjoyed close
association with the United States. (It was renamed CENTO after Iraq’s
departure following the revolution in 1958.) Iran’s membership of the pact set
the mould of Iran-Arab relations and the points of conflict and association with
the Arab states for the decades preceding the Iranian Revolution. Tehran’s
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departure from its traditional policy of neutrality between the Great Powers, at the
height of the Cold War, signalled not only its siding with the west, but also
delineated the boundaries of Iran-Arab relations as reflected in the prevalent east-
west divide of the Middle East subsystem.* Iran’s increasingly visible close
relations with Israel, after 1958, merely served to underline the Arab fears of a
globally pro-western and regionally anti-Arab politico-military and economic
alliance emerging between Tehran and Tel Aviv.

Despite general Arab reservations about Iran’s regional activities, the
radicalization of significant Arab states after 1952, and the political polarization
of that world into moderate/conservative and radical (pro-western and pro-
eastern respectively) camps, inevitably afforded Iran an opportunity to play a
decisive role on the side of the Arab moderates, without its having to relinquish
any of its ties with Israel. By the time President Sadat had consolidated his hold
on Egypt’s power structures (early 1970s) and transformed, in the process, the
foreign policy orientation of the ‘mother country of Arab civilization’, Iran had
already established solid and close relations with the moderate Arab states as far
afield as Morocco and Tunisia, and as close to home as Kuwait and Oman.® For
better or for worse, however, Iran’s swift recognition of Kuwait in 1961 against
Iraqi threats, its leading role in raising the price of crude oil in the 1970s, its
armed forces’ involvement in defence of the Sultan of Oman against his internal
enemies in 1974, its condemnation of Israeli ‘excesses’ in consort with the
international community, its finalization of a peace treaty with a hostile Iraq in
1975 (under some degree of military coercion), and the continuity of its politico-
military and economic ties with the non-Arab Middle Eastern states (including
Israel) as well as with the influential extra-regional powers, all pointed to the
existence of a strong and confident power-broker in the shape of imperial Iran
whose regional force and status was such that even its unilateral actions could
affect the political and military balance of the entire subsystem.

More explicitly, Tehran’s support for the moderate states of the arca was
interpreted as a force against both the ‘Palestinian revolution’ and the
‘progressive’ Arab states, which not only bolstered greatly the position of
‘regional reaction’, but also conveniently served the interests of ‘western
imperialism’. Iran’s dramatic military build-up and its active role in regional
forums and in OPEC were the material manifestations of Tehran’s expansionist
stance, it was argued, buttressed by the Nixon/Kissinger Doctrine from the late
1960s (regional police-officer policy), and the impotence of the moderate Arab
states themselves. Paradoxically, the conservative Persian Gulf states were also
rather alarmed by the Shah’s grand designs and treated his regime with as much
care and caution as the Ba’athist Iraqi polity, but so long as Iran’s general
orientation remained pro-status quo they had little reason for arguing over details
with him.

It was apparent in the 1970s also that, on the one hand, Egypt, as part of its
steady rapprochement with the Gulf Arab monarchies, was increasingly prepared
to extend security assistance and military protection to these states (best
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witnessed in the establishment of the military-related Arab Organization for
Industralization set up in Egypt in the mid-1970s with Gulf Arab capital). It was
also becoming obvious, on the other hand, that Saudi Arabia was seeking to raise
its influence in the area by reserving for itself the leadership role of the like-
minded and like-governed Gulf Arab regimes. Within this tinge of Saudi-
Egyptian competition, therefore, loomed large the prospects of a rupture in the
greater camp of moderate Arab states over essentially regional matters. The non-
violent competition between Iran and Saudi Arabia over the affairs of the
increasingly wealthy and strategically important Gulf region was accentuated, in
the early 1970s, with Cairo’s involvement. Hence, as far as the inner Arab forces
were concerned, the inevitable weakening of the moderate camp—due to the
competition between Iran, Saudi Arabia and Egypt—ought to have translated
into a stronger ‘anti-imperialist’ (anti-USA) and Pro-Palestinian (pro-PLO) front
that would, in the medium-term, decisively break the dead-lock in the prevailing
Arab balance of forces in favour of the radicals.

However, as the military expenditures of Iran and Saudi Arabia in the 1970s
show (see Table 6.1), both countries were in fact aiming for a military
domination of the Gulf region (and in Saudi Arabia’s case with significant spill-
overs into the Red Sea region as well), and were oblivious to the implicit
challenge that they were posing to the moderate camp’s balance of power. The
policies pursued by these two states were inspired, partly in competition with
each other, partly in competition with Iraq, and partly in conjunction with the ‘twin
pillar’ strategy developed in Washington, but the consequences of their policies
permeated through all levels of interconnections in the entire region.

Table 6.1 Defence expenditures of Iran, Saudi Arabia (S. Ar.) and Iraq, 1968-79 ($
billion)?

68 69 70 71 72 73 74 75 760 77 78 79

Country

Iran 05 06 08 1.0 09 21 56 88 95 79 99 40

S. 03 04 04 04 09 15 18 6.8 90 75 104 142
Ar.

Irag 03 03 03 02 03 05 27 12 14 17 20 23

Sources: 1ISS, The Military Balance (various years); SIPRI, SIPRI Yearbook (various
years); (US)ACDA, World Military Expenditures and Arms Transfers (various
years)

Note:* The figures are subject to fluctuations in exchange rates and different estimates
procedures; all figures have been converted from millions into billions and
rounded for convenience

Looked at from another angle, the growing politico-military strength of both
Iran and Egypt on the easterly and westerly edges of the Gulf hinterland provided
the vulnerable Gulf sheikhdoms with protection, choice and a considerable
amount of room for manoeuvre, which was significantly increased with the oil



IRAN’S FOREIGN POLICY 121

price rises of the first half of the 1970s. In short, the emergence of three
powerful forces within the moderate camp (in this instance Iran, Saudi Arabia
and Egypt) enhanced stability and security prospects of these countries instead of
jeopardizing it—as diagnosed by the radicals. The above-mentioned finer points
of contention, however, never seriously endangered the modus operandi of the
pro-western Muslim regional actors, nor indeed, their points of commonality vis-
a-vis the radical Arab states and movements within the subsystem.

The Iranian Revolution of 1979, however, did alter dramatically the balance of
forces in the region, breaking, in the process, the dead-lock between the
moderates and the radicals, and inevitably forging a realignment of forces in the
already fragmented Arab world as well. Other events of the late 1970s also
played their appropriate role in reshaping the region. Not for the first time had
disparate political processes converged to thrust change on to the finely balanced
equilibrium of forces in the Middle East.

THE INITIAL CONSOLIDATION PERIOD 1978/9-80

The Iranian Revolution was fermenting in the same historic jar as the 1977-9
Camp David accords that brought formal peace between Israel and its strongest
Arab enemy (Egypt) and in the same process caused a complete shake-up of
Arab lines. Imperial Iran’s role in supporting President Sadat’s endeavours, in
the face of a rare show of Arab unity against the peace treaty, brought further
damnation for the Shah, from both his regional Arab adversaries and his internal
secular and Islamic opponents. In true style to the Middle East’s tradition of
great contradictions, the opponents of the Pahlavi regime found themselves in
unison with the moderate Arab states’ (and naturally radical Arabs too)
condemnation of the Camp David accords and Iran’s support for their
implementation. Thus, the domestic condemnation and the regional isolation of
the Pahlavi regime was complete. But the signing of the peace treaty between
Egypt and Israel, and Iran’s enthusiastic endorsement of the treaty, raised fears in
most Arab capitals that a US-orchestrated strategic consensus could be emerging
in the form of a Cairo-Tel Aviv-Tehran axis, that would first, further threaten the
security of the radical Arab states, second, marginalize the role of the other
(smaller) moderate/conservative states in the grand calculations of the NATO
body and, objectively, making them redundant, and third, help to marginalize the
Arab-Israeli conflict, thus reducing its value as a long-term focus of attention for
the Arab States of different ideological and political orientation, and
subsequently reducing the overall role of the radicals in the greater Arab arena.
Clearly, despite the strong and vehement Arab protestations and show of unity
against the unilateral Egyptian peace agreement with Israel, on the eve of the
Iranian Revolution, the modern and plentiful military forces of Iran, Israel and
Egypt far outweighed those of any combination of Arab armies. Iran’s position
on the side of both Egypt and Israel threatened to forge a reshaping of Arab
politico-military relations and alliances in the 1980s that could, potentially, have
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left a permanent mark on (that is weakened) the very Arab identity that had
served as both the source of conflict for the Arab states as well as a magnetic
rallying point for their peoples. Chairman Arafat’s statement that the Iranian
‘revolution had broken the encirclement of the Palestinian revolution’,’
therefore, was as much a metaphorical reflection on the changing balance of power
within the region as a comment on the prospects of resurgence of that brand of
‘revolutionism’ that had for decades cultivated the liberation of Palestine. The
Iranian Revolution had freed the appropriate spirits and had brought to an abrupt
end the politico-military alliance of Egypt, Iran and Israel that was emerging under
American patronage. It seemed tedious at this stage for the PLO to ponder over
the subtle difference between the reoccupation of Jerusalem (Al-Quds) for the
sake of Islam (as the mullahs of Iran saw things) and the liberation of all the
annexed and Occupied Territories for the establishment of a secular Palestinian
state (as the PLO envisaged them). While it was obvious that the new Iranian
leadership wished to pursue the former objective, it was not until the fourth
quarter of 1980, in September, that the preconditions for the parting of the two
parties’ paths emerged. The commencement of the Iran-Iraq War and the
challenges of the Islamic Republic’s ideology, in short, had forced a revamping
of the fundamentals of Arab and Islamic identities that were, sooner or later, to
run through the veins of the Palestinian movement—the epitome of Arabism—as
well. The war gave material substance to the competing visions of change and
salvation for the Muslim Middle East; Iran’s fundamentalists pointed to one
route while the progressive Arabs had pursued another. For a generation the
Palestinians had ignored the Islamic vision for the sake of attaining democracy
and national rights for all the peoples of Palestine. In less than a year of its
existence the Islamic Republic of Iran threatened to undermine the secular
struggles of the Palestinian people for self-determination and salvation. The PLO,
the representative of this Palestinian vision, had to develop an antithesis to this
new (Iranian) threat without eroding further its standing in the many Arab
capitals of different outlooks and expectations.

By 1979, therefore, the Arab world had lost much of its centripetal dynamism
and had become hopelessly torn over the treatment of the following pressing
problems:

1 the reintegration of Egypt,

2 the Iranian Revolution which in one stroke replaced a prowestern and
moderate national Iranian leadership with a hostile, antagonistic and
explicitly fundamentalist one, and

3 the Soviet occupation of Muslim Afghanistan and the potential threats that
that action posed for Pakistan (a close ally of the conservative Gulf states)
and a major beneficiary of the imperial Iranian regime’s Gulf and Indian
Ocean policies.
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To complicate matters further, clear evidence of the institutionalization of the
hitherto loose Arab poles was emerging in the late 1970s, whereby the
‘rejectionist’ Arab camp—Algeria, Iraq, Libya, South Yemen, Syria and the PLO
—had formed a unified Steadfastness Front in contradistinction to Egypt’s
departure from the anti-Zionist camp, and the moderate/conservative Arab states
that either would not or could not take a more active role in undermining the
Camp David accords. Iran’s stepping into this delicately balanced fray on the
side of the rejectionists served to weaken the moderate camp at the same time as
removing a strong pillar of their strength (that is the Pahlavi regime) in regional
forums. Add to these factors Tehran’s potent and all-encompassing militant
Islamic ideology, and the die seemed set for further antagonisms between Iran
and its former Arab allies and friends, those in the Gulf in particular. But the fact
that the first hostile Iran-Arab spark fell over the Shatt al-Arab instead of the
shores of the southern Gulf states would have been greeted with some relief in
the conservative Gulf circles. It was not long, though, before they positively
welcomed as God-sent the large-scale conflict on the northern shores of the Gulf
that was to weaken both the ‘northern devils’ simultaneously.

The consolidation period in the Republic’s history, short of ‘wiping out’
imperial Iran’s traditional regional ties, did initiate, and was associated with,
significant transformations in the whole subsystem. Some of these regional
transformations were indeed direct responses to the Iranian Revolution and the
leadership to which it had been midwife. Others, however, were products of the
changes in the regional balance of forces caused by the contradictory, but
parallel, defections of Iran and Egypt from the pre-1979 scales on the one hand,
and the dynamics of shifting Arab alliances on the other.

The internal roots of the consolidation period, also manifested in the Islamic
regime’s external relations—talk of the export of the Revolution, the US
hostages issue and the war—were neatly summed up in the power struggle
between the non-clerical and the clerical factions of the revolutionary coalition
and their competitive visions of the substance of an Islamic Republic. The
domestic dimension of revolutionary Iran’s foreign relations is a useful critical
yardstick for assessing its regional aspirations. Undoubtedly the American
hostages issue would have been speedily settled, for instance, if the ‘Kolahi’
elements of the coalition had gained the upper hand in the power struggle that
immediately followed the overthrow of the monarchy. Or, the war, although
more or less unavoidable, would almost certainly have been conducted
differently by the Kolahis (with less emphasis on the Revolutionary Guards and
volunteers and Islamic propaganda, for example), and its outcome would have
reflected the politically secular outlook of these groups and their firmer
commitment to negotiations in consort with their adherence to healthy
international relations based on established norms—rather than the intransigence
of the theocrats as exemplified in their ‘God is right’ outlook.® As it turned out,
though, every sign in the 1979-80 period pointed towards a creeping rupture
between the two factions, with an eventual victory for the clerics on the cards.
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Their stamp of authority, therefore, was in evidence in most aspects of Iran’s
regional relations well before the emergence of their firm grip on Iranian society
(that is their consolidation at home). But, surprisingly, despite their own inner
divisions and specific ‘fundamentalism’ and uncompromising rhetoric, the
Islamic rulers did display a sound unideological pragmatism in most aspects of
their foreign relations.

Furthermore, unlike other revolutionary ‘Third World’ regimes (that usually
tended to find refuge in the International Socialist camp) the republican ruling
elite in Iran adopted the ‘negative balance’ strategy for the conduct of its global
engagements, popularizing the strategic slogan ‘Neither East Nor West’ as its
‘guiding thread’. ‘Neither East Nor West’, however, did not preclude correct and
mutually advantageous diplomatic and socio-economic relations with the Soviet
superpower and other CMEA countries, the ‘Lesser Satans’ of western Euorpe,
Japan, China and Oceania, nor indeed with the pro-western non-Arab ‘Third
World’ countries inside and outside of the Middle East subsystem. Far from
restructuring the economy and altering Iran’s international exposure the
Republican regime continued to fulfil its role in the international division of
labour, as formulated by the Pahlavi state. Not only was de-linking from the
world capitalist system never seriously considered a viable option, but also the
Islamic Republic of Iran continued on the whole to honour its commitments to
both regional and international forums and organizations. Interestedly, a similar
pragmatism has transpired in the regime’s universal Arab policy and attitudes
too. The problems, as will be made clear, arise in Iran’s behavioural patterns
towards the constituent parts of the Arab world.

Most strikingly, in parallel to Iran’s undisguised hostility towards the
conservative Gulf states, Iraq and the moderate Arab countries, Tehran went out
of its way to appease other (politically radical and ideologically secular) Arab
states. If the intention was a realignment with the ‘progressive’ Arab forces, then
Iran’s alienation of (equally) radical Irag—a powerful and useful Gulf partner
for an unwelcome government such as Tehran’s—signalled a contradictory
strategy. Further, it is not enough to say that Iran was seeking to couple up with
the radical Arab agenda in one theatre and ideologically confront the moderates
in another. As history shows, throughout this early period (and beyond), Iran
maintained close ties with its non-Arab Muslim neighbours, despite its defection
from CENTO and the latter’s close association with western economic and
politico-military pacts. In fact, after a short freeze, the Regional Development
Co-operation (set up in 1964, renamed Economic Development Co-operation in
1985) resumed its former activities, substantially expanding the number and
amount of trading ties and exchanges between Iran and Turkey, and between Iran
and Pakistan—both major non-Arab regional allies of the United States (the
‘Great Satan’) strategically located on the US-designed great ‘containment
barrier’ of the Soviet Union. It emerges, therefore, that the new regime’s
regional strategy was not confined to siding with the radicals in the puritanical
radical-moderate poles of the Arab world. Iran’s regional policy reflected a
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complex outlook and an application of a set of principles rather than the
adaptation of a unitary yardstick for displaying the Republic’s attitudes.

In practice, therefore, the new Iranian leadership had initiated a multi-
dimensional regional policy, based on four principles:

1 close collaboration with some members of the Arab Steadfastness Front,

2 correct and pragmatic relations with Turkey and Pakistan, based on mutual
respect, non-interference and fruitful economic relations,

3 rhetorical and practical opposition to the Gulf Arab states and the moderate
Arab camp, and

4 rhetorical opposition to Israel but practical collaboration (particularly in the
military field) with it.

On the macro-level, fine adjustments to the country’s international (extra-
regional) relations also occured, amounting to a mini-global reorientation of
sorts. By the end of 1980 Iran had cancelled $9 billion worth of arms contracts with
western countries; had severed its formal diplomatic links with Israel and South
Africa; had left CENTO; and had become a full-member of the Non-Aligned
Movement.® The global readjustment initiated in Iran coincided with strong
converging forces within the radical Arab camp, providing additional stimulus for
Iran to implement its Arab strategy as articulated in the four-tier approach
mentioned above.

Five months after the signing of a mutual defence pact in January 1979, Iraq
and Syria proceeded to form a joint political command to co-ordinate their
foreign, defence and economic policies. The unification of the hitherto
competing halves of the Arab Ba’ath movement did mark a sharp departure from
traditional Arab alliances in that the two neighbouring countries, as well as
nurturing on Soviet arms, were attempting to singularize the leading Arabist
ideology of the time; had played key roles in the formation of the anti-Egyptian/
Israeli Arab Steadfastness Front; and had co-ordinated their strategies towards
Jordan and the conservative Gulf states into one unit. But they remained firmly
divided over their treatment of the Islamic Republic, and more fundamentally,
over their assessment of the regional impact of the Iranian Revolution.'? This
early difference in emphasis over Iran was to become a major source of tension
between the two Ba’ath neighbours, and a mirror image of the divisions in the
Arab world that were to follow the new source of tension in the Middle East, the
Iran-Iraq War. As far as the Syrian-Iraqi alliance is concerned, it was weakened
by three by-products of the war: first, an almost complete Iraqi realignment
within the Arab world (close economic and military support arriving for Iraq
from the moderate and conservative Arab states), second, closer Iraqi political
and diplomatic co-operation with the PLO, and third, development of extensive
ties with a number of western countries, including the United States. Coupled
with Syria’s support for Iran in the war, for the duration of this conflict at least,
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little occasion for a merger of the two countries, or their co-operation over
regional matters, remained.

However, throughout 1980, the Persian Gulf and the Levant balance of forces
were shifting rapidly irrespective of the shake-up of the balance occasioned by
the Iranian Revolution. It is note-worthy that only a month before the
commencement of the Iran-Iraq War the two Ba’athist regimes deported each
other’s diplomatic corps and had closed the other country’s embassy. On the
other hand, relations between Iran and its neighbours, particularly with Iraq,
were also steadily deteriorating during this period.!! The already tense situation
was worsened by the contradictory and generally hostile signals emanating from
Tehran’s competing centres of power. Iran’s open support for the PLO, in spite of
the fears of the Gulf states regarding their own Palestinian ‘guests’, and the
pursuance of close ties with the radical Syrian regime, worried the conservative
Gulf states sufficiently for them to contemplate assisting Iraq in its endeavours
against either one or both of these potential ‘trouble-makers’.

Thus, when the fragile balance of forces among the Arab powers themselves
(differences within the Steadfastness Front on the one hand, and between this
group and the moderates on the other), and between them and Iran over the
‘supervision’ of the Persian Gulf did eventually break, both Iran and Iraq, finding
the field open, initially tentatively, but soon committedly, sought a military
solution to their differences. Iran’s religious leader, Ayatollah Khomeini, was
quick to declare the war a ‘blessing’ for both Islam and its first ‘modern’
Republic, recognizing at once the advantages of harnessing the energies released
by the war to proceed from consolidation at home and abroad to entrenchment in
the two arenas. Evidently, the clergy-controlled regime was aiming to win the
two domestic and regional wars simultaneously by simply linking them together;
consolidation at home facilitated the entrenchment abroad, and entrenchment in
the war would ensure consolidation and monopoly of power at home. The
regime’s fortunes, thus, were seemingly inextricably tied to the war effort and its
eventual outcome.

As already mentioned, another dramatic by-product of the war was that it
placed Iraq and Syria on the opposing sides of the (Arab) fence. Curiously, Syria
became the first radical Arab country to support non-Arab (fundamentalist) Iran
against radical (and Arab Ba’athist) Iraq. The ramifications of this historic
division filtered down and across other Arab forums, thrusting upon the Arab
world a second rupture so soon after the traumas of Camp David. But this time
the division was in a qualitatively different mould compared with the traditional
moderate and radical delineations in Arab politcs; in zero-sum terms, the Syrian-
Iraqi differences helped to weaken the radical front and hence strengthened the
moderate camp, and with it the western position in the Middle East. Second, the
prospects of Arab unity initiated by these countries seemed more a pipe-dream
now than it had ever done in the more than thirty years of Arab nationalist
experience among these states and their joint struggles against Israel and its
international sympathizers.
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THE ENTRENCHMENT PERIOD 1980/81-87/88

In historical terms, therefore, the moderates of the Arab world had the upper
hand. But at this stage, the prospects of war so near their borders, and a war that
was first, not against Israel, but second, between two neighbouring Muslim
countries, may have prevented the moderate/conservative Arab states from
realizing its ‘blessings’ as far as their regional role was concerned. Without a
doubt and despite their lack of affection for either Syria or Iraq, the moderate
Arab states were alarmed by the prospects of a new rupture in the Arab world
after the problems associated with the Egyptian UDRI (unilateral declaration of
recognizing Israel).With Egypt neutralized, Syria and Iraq divided, and Iraq at
war with the largest and the only non-Arab Persian Gulf state, the moderate Arab
states of the Near East felt rather exposed to other Arab and non-Arab
machinations. In fact, the creation of the Gulf Co-operation Council (GCC) in
1981 was in many ways a direct response to the great challenges of the day in the
subsystem, chief among which were the creation of the radical Steadfastness
Front, the weakening of the moderate camp due to Cairo’s peace treaty with
Israel, the disappearance of a moderate prowestern regime in Iran, the Soviet
invasion of Afghanistan, the Iran-Iraq War and finally, threats from a powerful
Israeli war machine that could, theoretically, attack any of these states at will
without risking retribution and/or a military response from a united Arab body.
Iran’s regional policy was forming parallel to these monumental developments in
the Middle East. Having secured relative consolidation, the Islamic regime was
seeking entrenchment. Entrenchment, of course, would provide Iran with the
only vehicle to implement its regional agenda.

The essence of the entrenchment period was captured by the Republic’s
highest religio-political authority in the following terms:

We should try hard to export our revolution to the world, and should set
aside the thought that we do not export our revolution, because Islam does
not regard various Islamic countries differently and is supporter of all the
oppressed...If we remain in an enclosed environment we shall definitely
face defeat. We should clearly settle our accounts with the powers and
superpowers and should demonstrate to them that...we [shall] confront the
world with our ideology.!?

The notions, exporting the Islamic Revolution and boundarylessness (that is
universality) of the Iranian brand of Islam, found substance and vigour in the
conflict with Iraq. The (victorious) route to Al-Quds, it was claimed by Tehran,
runs through Baghdad. This apart, the peoples of the Gulf Arab countries, who
maintained the ruling theocrats, would turn to ‘our Islam’ and against their own
rulers once Ba’athism and its regional supporters had been defeated and the
Islamic Republic of Iraq had been founded. But, if Iraq was the crown, Lebanon,
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with its ideologically and socio-economically fertile majority Shi’ite population,
was indeed the jewel in the crown of that ‘exporting’ strategy.

By 1978 the Iranian clergy had already realized the potential base of support
that existed for its Islamic Revolution in the Shi’ite population (and many others
it must be said) of the Arab countries. Their explicit aim after the Iraqi invasion
of 1980, however, was to galvanize the Shi’ite population of Iraq, Bahrain, the
United Arab Emirates (UAE), Kuwait and Lebanon into subverting and
destabilizing their own regimes to the point of replacing them with like-minded
Islamic Republics.13 It is no coincidence, therefore, that of the thirteen ‘liberation
movements’ holding a conference in Iran in 1987, eight had Lebanese or Gulf
Arab connections and one Palestinian.'*

The opportunity of ‘exportation’, however, did not seriously arise until the
summer of 1982, and the commencement of successful Iranian counter-
offensives, infantry onslaughts and the inevitable penetration of Iraqi territory by
the regular and irregular armed forces of the Republic. But, by this time, the
Arab world had recovered sufficiently from the ‘1979 syndrome’ to react
cohesively to this orchestrated threat. First, despite its many weaknesses, the
GCC had become a strategic reality of the Arabian peninsula, adequately co-
ordinating at least the conservative Gulf states’ decision-making and discussion
forums. It had given a ‘visible voice’ to their collective security interests in the
Persian Gulf region. Second, as the Gulf Arab states had already (discreetly)
rallied around Iraq’s war effort, the prospects of Iranian expansionism merely
reinforced their resolve to defend their ‘patch’.!> Third, the radical Arab camp,
the potential supporter of Iran’s anti-Iragi moves, had already been weakened by
the split between Syria and Iraq, which had in turn reduced the clout of the
Steadfastness Front (this crisis compounded by the Iraqi-PLO rapprochement and
their realignment with the Arab moderates). The Iranian occupation of Iraqi
territory and these countries’ support for Baghdad, in fact, afforded them a
unique opportunity to become the flag-bearers of nouveau ‘Arab nationalism’
that openly and proudly shouldered Iraq’s war burdens against the ‘Persian
Shi’ite aggressor’. By contrast, strong Syrian and Libyan and guarded Algerian
and South Yemeni support for Iran pulled the very nationalist carpet—regarded
to be their sole and legitimate domain—from under their feet; their support for
non-Arab Iran against nationalist Iraq had undermined completely their claim to
Arab leadership, based on their heritage of Arabism and nationalist struggles.
The moderates were already in ascendancy when Iran struck back, and as the
Iranian military continued to fall short of its strategic objective, the former
slowly, but surely, consolidated their hold on the Arab agenda:

An Arab ruler’s decision to fight on the Iraqi front would amount not only
to aid for the heroic people of Iraq; it would be defence of his own country
which the Persians envisage as their next victim... Let us forget about the
traitors and false agents of Arab nationalism and turn our attention to the
Shatt-Al-Arab, to Al Fao and to Majnoon Island.!®
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The camp that supported Iran, therefore, was unable to respond to the moderates’
challenge, first, because of its inner divisions, and second, because Iran had been
unable to break the military stalemate in the Gulf. Consequently, little chance of
the radicals’ politico-military might reasserting itself remained. But by 1982, the
radicals’ problems in the context of the crisis in the Persian Gulf was to be
superseded by a more fundamental challenge to their zones of influence, when
Iran’s militants embarked on a systematic encroachment of the main domain of
the radicals’ Arab policy, Palestine (and associated with it, Lebanon).

The Iran-Iraq War, as already mentioned, also sealed the fate of the PLO-
Iranian alliance, putting an abrupt end to the honey-moon of the immediate post-
revolution period. It was not lost on the Iranian leadership, for instance, that just
two weeks after the Iraqi invasion of Iran, Yasser Arafat was in Baghdad warmly
embracing President Saddam Hussein and publicly praising his role in regional
matters. Nearly eight years on, it was Arafat who again visited Baghdad and
reportedly expressed his ‘heartfelt congratulations on the Iraqi armed forces’
victories in liberating the Iraqi Arab lands’.!” Nor had the Iranian rulers
overlooked the PLO’s close relations with the Islamic Republic’s domestic
secular and Islamic leftist enemies.

The PLO, on the other hand, was painfully aware that another protracted war
(besides the Arab-Israeli conflict) would not only divert regional and
international energies away from the Palestinian cause and not only inevitably
lead to further divisions within the Arab world, but also press unsavoury and
difficult choices on to their movement. The coincidences of interest between
Tehran and Damascus (in wanting to marginalize Arafat’s leadership and the role
of the mainstream PLO) added urgency to the PLO’s reassessment of its
relations with both Iran and Syria. Iranian support for anti-PLO Palestinian
factions and the arming of Lebanese groups in strategic parts of Lebanon
convinced the Arafat leadership that their movement’s salvation lay in their
opposition to the Iranian-Syrian designs and an unconditional support for Iraq
and its backers in the war.'3

Lebanon, usually regarded as a theatre of disasters and foreign failures,
inevitably attracted the Islamic leaders of Iran too. The bedrock of support for
the Islamic Republic in the poor suburbs of Lebanese towns and cities gave
entrenchment a different impetus. Two important events in the early 1980s
marked the involvement of Iranian forces in Lebanon: first, the Syrian military
confrontation with the Israeli-backed Christian Phalange, and second, the Israeli
invasion of Lebanon in 1982. Iranian Revolutionary Guards were stationed in the
Syrian-controlled Bekaa Valley to train and provide support for the (Muslim)
forces opposing the Israeli-backed Phalangists and the PLO. The mainstream
AMAL organization of Nabih Berri was soon overshadowed by more militant
Lebanese Shi’a fundamentalist groups that were trained, financed and supported
by their Iranian co-religionists. The Hezbollah, Islamic Jihad and the Islamic
AMAL Organization all reflected Iran’s uncompromising line in both local and
regional affairs. High on their agenda were the following: opposition to the PLO
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under Arafat’s Fatah, opposition to Saddam Hussein and support for a Lebanese
Islamic Republic modelled on the Iranian masterplan. While Damascus and
Tehran could see eye-to-eye on the first two counts, the last objective threatened
to dissolve this alliance of convenience, for it directly and blantantly challenged
Syrian authority in its own ‘backyard’. But economic considerations and geo-
political concerns prevented the alliance’s dissolution. First, continued political
and military support from Syria was essential for Iran to counter the criticisms
that its regional diplomatic campaigns and military strategies were overtly anti-
Arab. Second, Syrian support for Iran enabled the unhindered ‘progress’ of the
war, thus providing the necessary assurance for the Republic’s Arab
constituencies of the potency and militancy of its programme of action. The
Syrians, on the other hand, financially bankrupt and under pressure in Lebanon,
needed both Iranian petro-dollars and oil as well as its revolutionary armed
manpower for the success of their Lebanese campaign and their muscle-flexing
against Israel. Obtaining these essentials in exchange for indirect assistance in
the overthrow of the competing half of Ba’athism in Iraq seemed particularly
convenient, in spite of the pressures from the moderate Arab states on Damascus
to curtail its support for Iran, and despite the long-term threat of Iranian-inspired
Islamism to the Syrian Ba’athist regime itself.

By 1987, however, the changing tempo and structure of Lebanese politics had
brought the Syrian-backed AMAL (and Phalange) forces into head-on
confrontation with the militant and heavily armed Iranian-backed Shi’a groups in
Beirut and elsewhere in Lebanon. The reasons for this were multi-faceted. First,
as the threat of PLO domination in Lebanon subsided so did the domestic motive
for co-operation between these disparate Lebanese groupings. Second, Syria,
having suffered numerous international and regional set-backs (and its role
openly challenged in Lebanon) decided to clamp down heavily on the Islamic
fundamentalist irritants that were eroding its influence in Lebanon. Third, the
tremendous financial and general economic pressures from the Soviet Union
under Gorbachev, as well as its conservative Arab financiers, had left Syria with
little choice but to react against the free reign of the Islamic militants in
Lebanon. Fourth, and as a corollary, Damascus was sufficiently alarmed at the
prospects of a pro-Iranian Islamic Republic unilaterally declaring independence
in areas occupied by Syria for it to act without the incentives and pressures noted
above. Finally, Damascus did not desire the independent activities of the non-
Syrian-controlled militant groups in southern Lebanon to threaten the tacit and
fragile peace that existed between Syria and Israel. Thus, as Syria tightened its
firm grip around Lebanon, so it threatened to squeeze the sustaining life out of the
Iranian-backed groups there. Iran, under mounting economic problems at home,
and substantial difficulties at the war fronts (including at sea), was unable to react
to the Syrian exercise of power, and reservedly submitted to Syria’s will. So,
although the Iranian ambitions in Lebanon have remained great, their executive
power has been sufficiently weakened to postpone indefinitely the Lebanese
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Islamic Republic experiment. Alas, a similar fate has also befallen the Republic’s
1980/81-88 Persian Gulf strategy.

The outcome of the Amman Arab League summit of November 1987 was
probably the most emphatic testimony to the failures of the Iranian-Syrian, anti-
Iraqi, anti-moderate Arab strategies. The summiteers not only invited Egypt back
into the Arab fold and called for an increase in Cairo’s politico-military role in
the Persian Gulf,'® but also compelled Syria to join in the official condemnation
of Iran and to endorse the explicit support given to the GCC states against Iran as
well:

The conference condemned Iran’s occupation of part of Iraqi territory and
its procrastination in accepting UN SCR 598. They called on Iran to accept
the resolution and implement it according to the sequences of its operative
paragraphs...The conference declared its solidarity with Kuwait in
confronting the Iranian regime’s aggression, and denounced the bloody
criminal acts perpetrated by the Iranians in the vicinity of the Holy Mosque
in Mekkah.?"

The Iranians had become hostage to their uncompromising stance articulated
around four central themes:

1 the overthrow of Saddam Hussein,

2 the subsequent overthrow of Ba’ath Party rule,

3 the establishment of ‘popular and Islamic’ government in Iraq,

4 one that would be acceptable to Iran’s radical Arab friends as well.

The strategic slogan of ‘war, war until victory’ had left little room for manoeuvre
and compromise for Tehran. Despite this, though, and despite the ups and downs
of battle, Iran was pursuing a complex carrot and stick policy with its
conservative Gulf neighbours—the closest and main supporters of the Iraqi war
effort.?! The formulation of a ‘backdoor’ (exit) policy, however, was not
seriously considered in Tehran for two main reasons: first, the domestic
repercussions of such a strategy would have been enormous, and second, until
the spring of 1986 the Iranian leaders were convinced of their eventual victory
over Iraq.?> The conservative Gulf states were in turn also rather disturbed by
Tehran’s battle successes and extremely concerned about the Republic’s longer-
term Gulf policy in the event of a complete politico-military collapse in Iraq. It
was not until the final ‘final offensive’ failed to materialize that the GCC states
appreciated fully Iran’s military paralysis and its leadership’s differences over
the conduct of the war, domestic and foreign policies of the country. The
entrenchment period, characterized by adventurism and military antagonisms,
had failed to deliver on the heavy human, capital and political investments
undertaken by the theocracy; their monopolization of political power merely
helped to disguise the inertia that had permeated throughout the system of war,
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government and administration. As the 1980s wore on the prospects of an
Iranian-inspired ‘Islamic Revolution’ bearing fruit in the fertile Arab and Islamic
worlds fast receded; its richly patterned carpet of intrigue rolled back to the very
edges of its own borders, resisting complete fold-up only in one arena—
Afghanistan. But the history of this front is not separate from Iran’s eventful
encounters with its western and southern neighbours; it is only different. It is
different in emphasis and importance from Tehran’s perspective, and it is
different from my analysis in that it belongs to the transitional period of Iran’s
Arab policy and attitudes, the period of reckonings and compromises.

THE TRANSITIONAL ERA

The transitional period, beginning essentially before Iran’s unconditional
acceptance of SCR 598, has been shrouded in controversies caused not least by
Iran’s change of face over the war?? and the debate over the hot issue of whether
the experiences of the first ten years of the Islamic Republic should be revised,
appraised or merely reiterated. Each of these three concepts carry a meaningful
political connotation and the uncomfortable reality that destinations are made
and not given and that even the Divine Republic is governed by men who have to
make choices, sometimes right and sometimes wrong. The issue can be
summarized in a simple cliché; to reform or not to reform. Many of the top
Iranian leaders have publicly declared their positions on the crucial issues facing
the second decade of the Islamic Republic, and one that may well be free of
external pressures, influences and convenient scapegoats. They have made their
positions clear on the course of Iran’s economic and political life and its foreign
relations, and have openly stated their preferences. At least a month before the
Iranian acceptance of the cease-fire many of the high-ranking politico-religious
figures in the Republic were advocating the reformist/ realist line as the best
means of confronting all of Iran’s ills. After Iran’s acceptance of SCR 598, they
proposed a critical reappraisal of the country’s domestic and international
policies since the revolution. Their apparent aim was to highlight publicly the
set-backs and mistakes of the first decade, and based on this, to push their agenda
through on the back of favourable public opinion, popular approval and, while it
lasted, the Ayatollah’s explicit support. Ultimately, they hoped, such a strategy
would unavoidably open up the society to the outside (mainly western) world.

The transitional era formally began on 2 June 1988, with the appointment of
Hashemi Rafsanjani as the acting commander-in-chief of the armed forces. This
appointment gave his ‘line’ the upper hand in the control of the most burning
issue of national life—the conduct of the war—and the means to implement his
policies. The ease with which he rode high on the battle defeats of these critical
spring/summer months signified the weaknesses of his (so-called radical) rivals.
The process that led to Iran’s acceptance of SCR 598 in mid-July provides the
most dramatic illustration of the power and popularity of his line in government
and non-government circles.
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A similar spirit of pragmatism was also vividly demonstrated by Ayatollah
Khomeini’s former heir, Ayatollah Montazeri. The transition from confrontation
to compromise, from expansionism to coexistence is marked by the substance of
his speech only four days after Rafsanjani’s new appointment. On that occasion,
the apparent ‘deputy leader’ explicitly addressed the most contentious
manifestation of the Revolution—its exportability. In contrast to Ayatollah
Khomeini’s well-known position, Ayatollah Montazeri stated that if political and
economic freedoms are guaranteed for the people, then

the country would become an example to others and no doubt it would
influence all the Third World countries and Islamic states, and willingly
and unwillingly they would follow our example. That is all we have to do...
to make our country a model...This is the meaning of exporting the
revolution. You do not need to export the revolution.?*

The new strategy, therefore, would be internal change based on reforming the
system and avoiding catalytic external engagements.

The cease-fire, itself a direct product of the transition, accelerated the flow of
the undercurrents that were to bring about change in the country’s internal
structures, and promoted the line that wished to positively affect these changes
through a conciliatory foreign policy. The cease-fire may therefore have
accelerated the demise of the First Republic. But even before the official
implementation of the cease-fire on 20 August 1988, the realists were busy
mending fences with those that they had alienated; they were busy making the
transitional tendencies permanent. The urgency for reorientation was beginning
to threaten the very basic tenets of wholesale rejectionism, the hallmark of the
theocratic regime’s short existence.” By the middle of September Iran had
upgraded its diplomatic relations with both Kuwait and Bahrain (both states had
been subject to direct Iranian intimidation for the years preceding Iran’s
acceptance of SCR 598), and had held extensive secret discussions with Saudi
officials about improving bilateral relations and other regional issues. A month
later, Iran had normalized its relations with ‘Lesser Satan’ Britain, and had
accepted equal OPEC production and export quotas for its erstwhile enemy, Iraq.
Between September and December high-level Foreign Ministry officials paid at
least three visits to the smaller GCC states, meeting with the rulers and other
officials of these sheikhdoms.?®

The prevailing mood of reconciliation enabled these states to discuss their
differences with Iranian leaders, seek assurances and formulate concrete
proposals for co-operation in economic, political and even security fields.
Having laid the ghost of exporting Islamic fundamentalism to rest, the
pragmatists offered a hand of friendship to these vulnerable Gulf states and took
significant steps to consolidate the spirit of compromise, that in turn at once
isolated Iraq diplomatically from its conservative finanical ‘protectors’. In a low-
key statement in December, Rafsanjani set out Iran’s new strategy towards its
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GCC neighbours. On relations with Saudi Arabia, ‘we and they both have the
desire to resolve problems pertaining to bilateral relations. In my opinion, our
relations will be normalized in not too distant future’, he said. More generally,
‘we did not have expansionist intentions from the beginning, just as our southern
neighbours do not have aggressive designs... We urge our southern neighbours...
to co-operate with us in order to resolve existing issues concerning the oil
market, maritime laws and Resolution 598 [i.e. relations with Iraq]’.?’

All along, it seems, the ‘pragmatists’ were careful to obtain Ayatollah
Khomeini’s support for their transitional strategy (that incidently also included
the creation of a post-Khomeini agenda for the reformed Islamic Republic).
Whether aware of it or not the appointment of Rafsanjani to the post of acting
commander-in-chief was the most practical dimension of the Faqih’s support for
the changes entailed in the transition programme. On domestic policy also he
categorically supported the reformers’ line (hence his scolding of Prime Minister
Moussavi over his opposition to the reforms) in both political and economic
matters; less state interference in the country’s economy and more freedoms for
political activities and association.?® Ayatollah Montazeri went one step further,
directly linking the socio-economic issues of the day with the more pressing
political matters:

Through a review of past actions and the identification of short-comings
and errors, such shortcomings and mistakes should be eradicated. We must
repent for our political mistakes...

We must learn from past mistakes, since we had slogans in the past that
turned out to be mistakes. Many slogans were impossible to carry out...

We were obstinate in many areas and did not pay any attention to the
guidance and advice of the wise...

It is necessary for the people and all those who have constructive
criticism to be able to voice it freely...one of the meanings of freedom is
the ability to voice various views within the society...

It is necessary to absorb these people [the specialists living abroad and
their resources] and use their capabilities in the reconstruction
programme. ..

It is necessary to invite those who have gone into seclusion to return to
work and thus transform the management of the country.?

The cease-fire in the Gulf also further reduced the tensions in the Arab world.
Concomitantly, the shock of peace stimulated further diplomatic interactions
among Arab states: in the months of November and December Algeria and
Egypt restored full diplomatic relations (24 November 1988); Saddam Hussein
paid an official visit to Egypt (28 November 1988)—his first since 1979; Libya
and Egypt improved bilateral relations (4 December 1988); and Libya and Iraq
improved their diplomatic ties through high-level exchanges (12 December
1988).
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These friendly interactions have facilitated closer inter-Arab ties along
pragmatic lines; the creation of a united Maghreb in mid-1988 was different from
previous Arab associations in that it brought together the three prevalent Arab
political lines (radical Libya, non-aligned Algeria and moderate and pro-western
states of Tunisia and Morocco) under one roof. By February 1989 the dynamism
of Arab politics had produced another self-contained Arab association, in
addition to the newly created Maghreb Union and the well-established GCC in
the Persian Gulf region. The new body, the Arab Co-operation Council (ACC),
comprising Egypt, Iraq, Jordan and North Yemen (now the united Yemen), was
significant for a number of reasons: first, it was yet another private club among
the moderate/conservative (pragmatic) states, second, its members were drawn
from those regions that had already been inhabited by the other two Arab
associations, third, it marked a new season of polarizing in the Arab world,
fourth, the new polarizational tendencies were distinctly non-confrontational and
non-antagonistic, and finally, despite the apparent exclusivism of its founding
members, the ACC hoped to expand to incorporate the leading radical Arab state
(Syria) as well. If accomplished, then, in a relatively short space of time, the
entire radical forces in the Arab world would have been completely absorbed in
essentially pro-western, moderate and ‘outlook friendly’ Arab bodies. This
process would have fundamentally altered the theatre, place and traditions of
rejectionism in Arab political life: of necessity, it would have moved rejectionist
politics from the state to the street level, unavoidably enmeshing radical
language and politcs with the fermenting Islamic fundamentalism that is
imminently present in the private spheres and the public structures of virtually
all Arab societies—whether politically moderate, radical or religious. Populist
rejectionism, therefore, may have acquired a new form in this new model of the
Arab world for the 1990s, combining in its vocabulary and programme the
demands of fundamentalist Muslims and radical seculars alike.

The pragmatists in Iran, while wary of these transformations in the world of
Arab states (as opposed to the social ‘Arab world’) were, none the less,
compelled to capitalize on the new spirit of change for two fundamental reasons.
First, they could not have afforded to remain isolated and completely outside of
these burgeoning Arab decision-making forums, lest their power to influence
Arab politics be substantially diminished. Second, the absorption of both Iran’s
Arab friends (Syria, Libya and South Yemen) and foes (essentially Iraq, but also
including Egypt and Jordan) in these bodies may have cost Iran its friends
without actually deflecting the enemies’ fire and hostilities. In the last analysis,
though, these eventful changes would have resulted in further weakening of
Iran’s regional posture. ‘Peer pressure’ dictated the pace and manner of
exchanges with Iran among the Arab associated members, and the natural
propensity to lean towards the centre meant neither close ties with Tehran was
sought, nor indeed was the Iranian card fruitfully played by Arab rivals in the
closed circles of association exchanges. Just as the war facilitated the politico-
military co-operation between Iraq and the influential moderate Arab states
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(mainly but not exclusively Egypt and Jordan), so peace consolidated such
wartime links and into a structured politico-economic association. The ACC put
an end to Iraq’s isolation vis-a-vis her GCC neighbours, Syria, and of course Iran,
providing Baghdad greater space in both the Levant (as illustrated in her military
support for the anti-Syrian and anti-Iranian Christian forces in Lebanon) and the
Persian Gulf. While, on balance, the GCC states welcomed Iraq’s absorption
within a moderate Arab association, Syria, Iran and Israel, their other regional
neighbours and the three outcasts of the Middle East became more than ever aware
of their own isolation in the region. Syrian-Iranian alliance, short of acting as a
‘spoiler’, is likely to manifest itself in two (interconnected) arenas—Palestine
and Lebanon. Of these, Palestine provides the firmest ground for joint policy
implementation in its current form, aimed at

1 undermining the PNC resolutions of the November 1988 meeting,

2 reducing the PLO’s role (particularly under Arafat) in Arab forums,

3 marginalizing Iraq’s role in both Palestinian and Lebanese affairs, and

4 strengthening the rejectionist Palestinian camp in the Occupied Territories
and in Lebanon.

Paradoxically, though, such Syrian-Iranian co-operation would contradict and
undermine Iran’s Gulf policy of ‘constructive engagement’. The painful fact, as
far as Iran and Syria are concerned, is that besides Israel, as the interested party,
it is only they (and marginalized Lebanon) who, for different reasons, continue to
oppose the concept of a Palestinian state in the Occupied Territories. But, while
Syria could conceivably thrive on its isolation and score points against the
moderates and the PLO for its ‘steadfastness and principled’ Arab stance, Iran
can only lose by erecting yet more obstacles in the way of its normalization
strategy. Although Iran’s current co-operative strategy is still largely limited only
to the Persian Gulf states, its continued opposition to the PNC declarations will
lose it marks in the greater Arab world and in the important forum of Palestinian
Arab politics. In the medium term, Iran’s deviationist stance on Palestinian state
formation in the Occupied Territories may set it uncomfortably aside from
emergent Arab and international consensus, that could include Israel in the not
too distant future. The very logic of its normalization strategy must carry within
it the notion of compromise on issues that are sacred to the Arab world. The fact
that these issues are currently largely under the executive control of the
moderates ought not affect Iran’s reconciliatory posture. The Arab mood is
changing, and the fact that Saudi Arabia, Bahrain and the UAE had, by early
January 1989, upgraded the PLO offices in their countries to embassy status will
not help Iran’s position in the Gulf either, nor indeed help its new image in the
Levant. It will also not be lost to the observers of the Middle East that it has
taken the Arab states some ten years to pursue the same policy towards the PLO
which Iran implemented shortly after the victory of the Revolution. It will be
perfectly clear, furthermore, that while it was non-Arab Iran that formally
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honoured the Palestinian nation first, it is the Palestinians’ conservative Arab
state brethren who are riding high on the wave of legitimacy derived from
identification with the Palestinian cause—and it is Iran that is on the outside
looking in. Iran the trend-setter can, at best, only be a reluctant follower now.

Similar problems also haunt Iran’s transitional policy in Lebanon. Tehran’s
unconditional acceptance of SCR 598, after a year of defiance, helped, in no
small measure, to tarnish the country’s Islamic revolutionary image, credentials
and uncompromising posture. The Shi’ite Lebanese revolutionaries were visibly
shaken by the Iranian announcement, openly expressing their feelings of betrayal
and disillusionment. After years of promises and investments, the militant
Shi’ites of Lebanon had come to recognize the limitations to Iran’s power. If after
years of war the creation of an Islamic Republic in Iraq had proved an impossible
task, they pondered, what chance remained (or indeed existed) of an Iranian-
instigated victory in far-away Lebanon? In addition, the Lebanese Shi’ites were
also aware that the resident Syrian forces were unlikely to allow an unsuccessful
and diplomatically weakened Iran much room for expansion in this theatre.
Thus, in the aftermath of the cease-fire, the disillusionment of the Lebanese
militants and the extension of Syrian control to areas previously administered by
Iranian forces, Iran has been unable to shift the battle-lines from the Iraqi border
to the Lebanese interior. More out of necessity than choice, therefore, the
transitional code has also— even though half-heartedly—been transmitted to
Iran’s Lebanon policy.

Although Afghanistan does offer Iran a new theatre for tactical (that is limited)
—as opposed to strategic—infiltration and expansion of its brand of
fundamentalist Islam, its domestic weaknesses and the strong Saudi support for
the Sunni Mujahedeen groups have prevented a high Iranian profile there. But
there is little doubt that the Afghani crisis will continue for the forseeable future,
enabling Iran to place it on the ‘back burner’—the secondary agenda—ready for
future exploitation. A host of unpredictable issues may galvanize Iran into a
‘spoiler’s’ role in Afghanistan, stemming particularly either from the Republic’s
domestic contradictions or a worsening in its regional and international relations.

The most critical process to monitor, of course, is the trend of transition at
home. The balance of forces in the domestic ring will more than likely influence
the foreign policy flow of the country. As always, the domestic dimension will
become universalized, pouring out of the country to influence Iran’s external
relations, and conversely, external forces can and will be utilized by competing
factions in the domestic theatre. In the course of researching this chapter, a new
(external) issue had already presented itself for exploitation in the domestic
theatre and for deployment in the external environment as well.

At first glance, one is struck by the ease with which the Rushdie affair has
been used for the reinforcement of the regime’s Islamic revolutionary and
fundamentalist credentials, marking a downturn on the secular graph of the
transition that demonstrated a movement away from confrontation and towards
reconciliation. The non-compromisatory groups in the ruling elite have pounced



138 IRAN AND THE ARAB WORLD

on the Rushdie affair apparently in an effort to derail the multifaceted
transitional strategy of the realists/compromisers in the system. The
pronouncements of Ayatollah Khomeini on The Satanic Verses and the Islamic
Republic’s characteristically aggressive general line have indeed struck a blow to
the integrationists’ programme. A careful reading of the late Faqih’s judgement
on the achievements of the Republic, its experiences, and future direction has
indeed thrown some light on the deep-rooted divisions within the leadership’s
outlook. His condemnation of the reformers and complete rejection of the
integrationist/pragmatist option left little doubt as to the old master’s anxieties
over the identity of his Islamic Republic—his fears of it losing its uniqueness on
the global scene. Old battles were being fought again over issues that never had
gone away. The clergy-dominated reformist/integrationist groups were treated in
the same accusing way as the secular liberals of the Kolahi-clergy coalition era.
Their most spectacular sin; pushing for Iranian-style glasnost built around
consensus politics and national reconstruction.

But, at the same time, it must be borne in mind that on other occasions the
ageing Ayatollah had used popular issues to consolidate his standing on both the
domestic scene and on the international front, without much concern for the
consequences of his position. In the turbulent history of the Islamic Republic, the
Rushdie affair was just another counter that could be deployed in the play for
power, undoubtedly a ‘blessing’ for some and a momentous disaster for others.

The transition, therefore, in essence nothing more than a recognition—the
rediscovery—of the country’s place in the community of nations, was again
temporarily reduced to the basics of power politics in the factionalized world of
the new elite’s insatiable desire to monopolize the state structures and
instruments of government. It was singularly apparent that the struggles in view
were manifestations of the wishes of those who would be satisfied with nothing
short of imposing their particular identity on the tangible and intangible forces
which would give substance to such monopoly. Indeed this episode has
illustrated that the traditions of this state are such that an oligopoly—a
compromise in power—cannot rule indefinitely without the contradictory
tendencies of the system causing another rupture in the proceedings. But it has
also been apparent that the transitional forces had already been released and had
been spreading rapidly, permeating through the whole system. Thus, despite the
encountered difficulties, little historic scope for undoing the jumped transitional
hurdles exist, with or without the original reformers at the helm. It is noteworthy
that the momentary worsening of relations with the European Community did
not affect the regime’s rapprochement with the conservative Gulf states, for
instance. Nor indeed did it meaningfully darken Iran’s relations with other
Muslim countries, despite the cool response of the Islamic Conference to the
Ayatollah’s fatwa. In fact, simultaneous to the increased tensions with western
Europe, Tehran demonstrated its pragmatic streak yet again by positively
warming to the co-operative calls from the communist countries of Europe and
Asia, displaying vividly the longevity of the basic tenets of the pragmatist strand.
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Lastly, if anything, this affair graphically revealed the darker side of transition
politics, as embedded in the regime’s contradictory tendencies. What we
witnessed over the few weeks after the Ayatollah’s fatwa, therefore, can be
interpreted as nothing more than the application of negative force in Iranian
politics,?” typical of universal displacement competition so prevalent in the entire
Middle East region and its constituent parts, both within and between its nations.
Regressive transition, as we have seen, is still part of the transition period, but
one that has the potential to undermine reintegration and consensus politics
indefinitely. Over a year since his death, and the coming to fruition of the (new)
‘Leader-President’ line, it is clear that the Ayatollah himself, the prime victim of
the transitional era, did attempt to make his last stance for the First Republic, as
defined by its intransigence, non-conformity, isolationism and rhetorical
gesturing.

It has emerged from the jagged history of the Islamic Republic that neither
consolidation nor indeed entrenchment and transition are absolute historical
categories. They do not represent a one-way view of contemporary Iranian
society, but merely an account of its historical transubstantiations. It should,
therefore, not surprise observers that what emerges from the following passage is
precisely the reiteration of the line that is being superseded by the late
Ayatollah’s most trusted lieutenants, and one emphatically endorsed by him until
his death. It is astounding, none the less, that despite their wealth of experience
since 1980, by running ahead of the system, these clerical reformers did invoke
the wrath of reaction and inertia, and placed the Republic’s ‘cutting edge’ at their
own throats. It is not inconceivable that they may well become victims of the
same intolerance that has seen off other reformers in the system, regardless of
their attire; the clerical robe or the modestly worn western-style suit. With this
declared position, the Ayatollah reopened the old wounds and forced a
reconsideration of the transition as envisaged by his pragmatist followers.
Although it is unlikely that the forward motion of the integrationist transitional
vision will be fully halted, the fact that the Ayatollah himself was forcing a
frantic re-reappraisal of the process could well thrust further uncertainties upon
the system. Uncertainties of essentially the same creed and nature that still
allowed the divided regime to function unabated through international censure
and embargoes, war and domestic dissent. In the last analysis, and in the event of
failure of the (President) Rafsanjani-(Leader) Khamenei reformist alliance,
particularly prevalent since the August 1989 presidential elections and
the adoption of the major constitutional changes, which have given greater
powers to the presidency, history may show that Ayatollah Khomeini was indeed
the ‘modern’ Islamic Republic’s worst enemy:

It is not necessary for us to go seeking to establish extensive ties because
the enemy may think that we have become so dependent and attach so
much importance to their existence that we quietly condone insults to
beliefs and religious sanctities. Those who continue to believe that and
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warn that we must embark on a revision of our policies, principles and
diplomacy and that we have blundered and must not repeat previous
mistakes; those who still believe that extremist slogans or war will cause
the West and the East to be pessimistic about us, and that ulimately all this
has led to the isolation of the country; those who believe that if we act in a
pragmatic way they will reciprocate humanely and will mutually respect
nations, Islam and Muslims—to them this is an example.’!

It is with considerable interest therefore that observers have been following the
unfolding of the drama in Iran since Ayatollah Khomeini’s death. It is clear that
the new leaders, the flag-bearers of the Second Republic, do wish to get on with
the outside world and do intend to re-establish as much as possible the economic
(and even some politico-military) ties that existed between Iran and the west (and
western-dominated international institutions and multilateral agencies like the
IMF) during the Shah’s reign. For this to happen the Republic’s new leaders
have found no realistic alternative to the revamping of their foreign policy,
particularly in its regional context. The exchange of letters regarding mutual
relations, between the two Presidents, Hussein and Rafsanjani, in the spring of
1990 (dampened somewhat perhaps by the May 1990 Arab summit’s
communiqué on the Shatt al-Arab), the holding of the first direct talks, under UN
auspices, between the two countries’ foreign ministers in Geneva in July and the
formal visit of Foreign Minister Velayati to Kuwait in the same month all
indicate that the pragmatist line is winning, at least the foreign policy battle,
against the hardliners led by the former Interior Minister and currently MP
Mohtashemi (and head of the Majlis’ Defence Committee), who wish to remain
loyal to both the spirit and letter of the late Ayatollah’s vision, even though
overall the economic reforms may have proved harder to administer.

The prospect of restoring full diplomatic relations between Iran and Egypt and
the forcefulness of the new administration’s arguments against the continuation
of the Republic’s Lebanon policy under the Mohtashemi-Moussavi era further
indicate that the new leaders are prepared to minimize their unyielding support
for the Lebanese Hezbollah, and to push for better relations with the Arab
world’s moderate elements as well as with the other Arab forces with a direct
stake in Lebanon. The latter, incidently, includes the PLO, AMAL and Druze
forces as well as Saudi Arabia. The question is first, how will this realignment
affect Tehran’s relations with its long-standing ally Syria, and second, what will
happen to the international legacy of bringing change of essentially radical
Islamic nature to the region’s Muslim societies? The answer to the first question
is that because the two countries still need each other not too much upheaval can
be anticipated, except to say that Iran may even choose to use Syria’s improved
relations with the Arab moderates as an opportunity to get its own ‘friendly’
message across. Note in this context Syria’s role as a mediator between Tehran
and Cairo.
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Their relations over Lebanon, however, will continue to be problematic, even
if Iran opts for the unlikely policy of abandoning its erstwhile Islamic
fundamentalist allies altogether. Tehran’s reactions to yet another of Lebanon’s
crises (the military confrontations between the PLO, AMAL and the Druze on
one side and the Hezbollah and their Revolutionary Guards allies on the other, in
southern Lebanon in July 1990) shows that while the Hezbollah are still the
Republic’s ‘favourite sons’ there and while, to the annoyance of many of
Lebanon’s groups, it continues to meddle in Lebanon’s affairs, Iran no longer
feels inhibited to talk to some of its former enemies, like the PLO, who are also
resident in Lebanon. The exchange of messages and verbal extension of some
support to the PLO’s position (in the context of ‘containing Zionism’, and the
resolving of Lebanon’s problems ‘peacefully’ and in a ‘brotherly fashion’) could
well be seen as marking a qualified turning-point for Iran’s overall Arab policy.

The general reduction in the Second Republic’s hostile and antiArab
propaganda since September 1989 has opened many doors to Tehran, but it has
also frustrated the hardliners to such an extent that they sought, and have now
found, their own independent avenues of expression on domestic economic
policy and international (including regional) matters alike. Mohtashemi’s
line, while somewhat weakened by the pragmatists’ onslaught, remains powerful
and vocal both in and outside of the Republic’s corridors of power. In his maiden
speech to the Majlis, for instance, Mohtashemi strongly attacked the new
leadership and its policies, branding them as the ‘new hypocrites’ whose real aim
is to re-establish relations with the ‘American lackeys’ in the region and to
‘weaken the policies defined by Imam Khomeini’3? In his monthly magazine,
Bayan, Mohtashemi continues to attack both President Rafsanjani and his
Cabinet, as well as the Leader, by name, and provides ample space for the
condemnation of the ‘Leader-President’ line by the leading radicals. This would
indicate that the power struggle continues unabated in Iran and the
monopolization of the machinery of government by any of the various competing
factions, so essential for the implementation of policy in contemporary Iran, has
not yet been completed. It may never be completed, however, and so long as it is
not, a strong element of uncertainty about the behaviour of the Islamic Republic
will remain. All of this means that Iran’s ‘Islamic’ foreign policy and the
exporting of the Islamic Revolution, regarded by many as the most significant
features of the revolutionary transformations in Iran, are also up for
‘modernization’. The outcome of such reforms will needless to say signify
crucial transformations in the very nature of the Islamic Republic as founded by
Ayatollah Khomeini.

In its regional context, this means that although relations between Iran and the
moderate Arabs may improve, and improve substantially and beyond recognition,
every possibility still exists for an unforseen event (or forces in Iran) to set the
whole process back, or even lead to further hostilities. But so long as the current
leadership remains in control of the system the chances are that the healing
process will start very quickly and without too much recourse to dogma and
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intransigence. Total reversal, therefore, is unlikely in my view, but deviation is
always probable. This, if anything, is the ultimate prize and the most welcome
outcome (at least as far as the moderate Arab states and the great and major
powers are concerned) of the solidification of the transitional stage in the
evolution of the Islamic Republic’s outlook. The uninterrupted unfolding of the
current strategy could ultimately mark the real turning point for the entire system,
and with it of course, as in the past, dramatically influence the flow of Arab
politics too, from those of the newly founded State of Palestine to, say, the actual
relations among the Arab world’s many regional groupings. What we must
recognize, however, is that the essence and the very dynamism of the region, as
defined through the process of competition among its myriad of state and non-
state actors, will remain, and this in turn will continue to provide avenues for the
pursuance of the ‘national interest’ for all its inhabitants, including also the
reformed Islamic Republic.

The late Ayatollah’s final position is clear from the above statement and also
from his twenty-nine-page-long last will and testament (written in 1982 and not
released until after his death), and his judgement on the Second Republic, thinly
disguised. It is, above all, his reservations about the advocated changes which
give ammuition to the hardliners. With the ‘freezing’ of-the Rushdie episode and
the ending of Iran’s isolation, therefore, may die the legacy of another epoch-
making patriarch, but it can be said with some certainty that the Ayatollah’s long
shadow may yet haunt his political offsprings sufficiently for them to be buried
by it. After all, unlike the mere technocrats and techno-clerics, his words still
carry the burden of history!

NOTES

1 The most significant set-backs of this period were: the defeats at the war fronts;
diplomatic isolation in the Persian Gulf; naval defeats; and politico-military defeats
in Lebanon.

2 The ‘conservative’ category denotes the traditional monarchies of the Gulf: Saudi
Arabia, Oman, Kuwait, Bahrain, Qatar and the UAE. For our purposes, the
‘moderate’ Arab states comprise Egypt, North Yemen (united with the South in
early 1990), Jordan, Tunisia, Morocco and Iraq (in the case of Iraq, until August
1990).

3 ‘In less than 70 years’, wrote Jim Hicks, ‘beginning around 560 BC, Persia’s
Achaemenid Kings brought together all the desperate nations of the Middle East
into a single political unit. Within this 2,600-milewide expanse lay the towering
Elburz and Zagros mountains...the Tigris and Euphrates rivers [and] Asia Minor’
The Persians (New York: Time-Life International, 1975), p. 12.

4 As John Marlowe states, “Thus Iran became a kind of country member of NATO
and an associate of western system which sought to contain communism by a
mixture of military deterrent and economic betterment’, The Persian Gulf in the
Twentieth Century (New York: Praeger, 1962), p. 211.
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On 23 July 1960 the Shah publicly confirmed that Iran had recognized the
existence of Israel. On 25 July President Nasser recalled his country’s ambassador
from Iran and the relations between the two countries deteriorated. The impact of
the Shah’s announcement was enormous, threatening to disrupt Iran’s relations
with the Arab moderates of that era, one of whom (King Hussein of Jordan) had
gone on record describing President Nasser as a conceited opportunist tyrant and
the worst type of dictator, only a month before the Shah’s declaration. Iran’s move
prompted President Nasser to state that ‘We await the day when Iran will be
liberated from reaction and corruption, and from the domination of imperialism and
Zionism, in order to reopen our embassy to the free, honourable and proud
Iranians’, Middle Eastern Affairs, August-September 1960:259.

The modern radicalization process inaugurated in Egypt in 1952 broke the hold of
the monarchical (dynastic) tradition in the Persian Gulf in 1958 (the Iraqi
revolution) and, by the late 1960s, had spread throughout the region, encompassing
South Yemen, Syria, Libya, Sudan and Algeria.

Iran’s close allies in the region were: Non-Arab: Pakistan, Turkey and Israel; and
Arab: the monarchies of the Persian Gulf, Jordan, Egypt, North Yemen, Morocco
and Tunisia.

Guardian, 16 February 1979. Yasser Arafat and his fifty top aides and advisers
were the first foreign dignatories to pay homage to the Islamic Republic and its new
political elite. While in Tehran, Arafat stated that the Iranian Revolution had
‘turned upside down’ the balance of forces in the Middle East. His ambassador to
Tehran, Hani al-Hassan, boasted at the time, that the Islamic leadership had made
the liberation of Jerusalem one of its foremost religious and moral commitments.
The Kolahis were not a homogeneous force in the coalition. As the differences
between Bazargan, Bani-Sadr, Ghotbzadeah and MatinDaftari illustrate, they never
seriously developed a common front against the clerics and the techno-clerical
strata in the regime.

As early as February 1979 Iran had established diplomatic relations with North
Korea and had expressed its desire to expand trading ties with the Third World
states generally. By 1986, according to Foreign Ministry information, Iran had
established seventeen new diplomatic missions since 1979, twelve of which were in
Africa. By contrast, it broke off diplomatic relations with Egypt, Jordan, Oman and
Morocco fairly shortly into the post-revolutionary era.

Syria and the Soviet Union were the first two countries to send formal notices of
recognition to the Bazargan government, acknowledging the Revolution’s ‘positive
potential’. President Assad sent an official message of congratulations to Ayatollah
Khomeini on 12 February 1979, practically sealing the fate of the unification plans
with nervous Iraq. An examination of Syria’s initial pronouncements and actions
would provide support for the contention that the Syrians were indeed seeking to
find a powerful regional counterbalance to Egypt—even at the expense of
deepening the Ba’athist national divide.

By the early months of 1980 Ayatollah Khomeini was enticing the Iraqi people and
armed forces to revolt against Saddam Hussein and the Ba’athist order. Iraq, in
turn, was permitting armed Iranian exiles to use its territory against the Islamic
Republic.

Ayatollah Khomeini’s Iranian New Year speech, FBIS, 24 March 1980.
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In the case of Lebanon at least the destabilization strategy had already been
activated in late 1979. In December 1979, Shiekh Abbas Mohammed Montazeri
(son of Ayatollah Montazeri—Khomeini’s designated successor), for instance, tried
to send a force of 10,000 revolutionaries to Lebanon, ostensibly to join with the
Palestinian fighters, /HT, 10 December 1979.

Of the eight, six were fronts representing one or more of the Gulf Arab states: see
MEED 12 December 1987.

Jordan led the way in open support of Iraq in November 1980, followed by Egypt,
Morocco, Tunisia and the PLO. Syria condemned King Hussein’s call for
volunteers to fight on Iraq’s side as ‘a worthless political stunt designed to distract
attention from the Arab-Israeli conflict’: see Guardian, 1 February 1982. Access to
Jordanian territory helped the Iraqi war effort considerably, by providing an
alternative communications and transportation route for that country.

Al Anbaa editorial (Kuwait), in MEMO, no. 29, May 1986. In another part of the
editorial the differences over Iran between the new and the seasoned Arab
nationalists is graphically described; ‘we must crush the head of the Persian
serpent. The war is Arab-Persian, not Iraqi-Iranian’.

SWB, ME/0183, 21 June 1988. For a more detailed analysis of these issues, see
A.Ehteshami, ‘The Gulf War and the Palestinian Issue’, paper presented at the
annual conference of the British Political Studies Association, April 1988.

The final rupture in the PLO-Iranian relations was confirmed when Iran refused
PLO representatives visas to attend the celebrations for the sixth anniversary of the
Revolution. In a short statement, Iran accused the PLO of taking ‘an unprincipled
position’ on Iran: see MEED, 22 February 1985. Some five months later leaders of
the three prominent Syria-based anti-PLO Palestinian factions (Said Abu Musa of
the anti-Arafat Fatah faction, Ahmed Jibril of the PFLP-GC and Farhan Abu Haja
of SAIQA) arrived in Tehran on an official visit: see JRNA 5 July 1985 and 6 July
1985; MEED, 22 February 1985 and 10 August 1985.

The visit to Kuwait of the Egyptian Defence Minister only a month after the
Amman Summit, and the Egyptian security guarantees offered the GCC states
merely reinforced the marginalization of Syria in the Gulf and the failures of Iran to
cow the conservative Gulf states into abandoning Iraq. More emphatically, while
the key Arab countries in the USA’s politico-military- strategy (Egypt, Jordan and
Saudi Arabia) were also the staunchest military and economic ‘protectors’ of Iraq,
a similar Soviet-sponsored pro-Iranian (or indeed prolraqi) Arab co-ordination of
efforts never occurred. Second, it was obvious even before the following
astounding diplomatic snub, that the deep internal cracks in the Steadfastness
Front’s armour would not facilitate the member states’ extension of unreserved
extensive diplomatic and military support to Iran: Algeria and South Yemen were
both cooling towards Iran as their decline of Iran’s invitation to attend the Foreign
Ministerial meeting of the Steadfastness Front’s January 1985 gathering in Tehran
illustrates. Only Syrian and Libyan Foreign Ministers attended, and any PLO
representation was not even considered.

Official English translation of summit resolutions: MEED, 14 November 1987.
Note, in this context, the points of emphasis in these statements, uttered by Iran’s
top political figures;
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We urge them [the GCC states] to put pressure on Iraq to stop its war
mongering in the Gulf—or stop supporting Iraq if it will not listen. We have
nothing against them and do not wish to fight them...[Iran] would not be
indifferent if they helped Iraq.

(President Ali Khamenei, Daily Telegraph, 9 June 1984)

Our policy is to deal a stronger blow against any blows. We have repeatedly
warned the Persian Gulf states against linking their fate with that of Saddam.
We issue the very same warning right now.

(Prime Minister Mir Hussein Moussavi, Guardian, 21 May 1984)

Mister Fahd asked the Syrian Vice-President to visit Tehran to learn about
Iran’s attitude to the two countries [Saudi Arabia and Kuwait] and whether
Iran really intended to expand the war to engulf the two states as well. Our
answer was a definite no.

(Speaker Hojatoleslam Hashemi Rafsanjani, Guardian, 26 May 1984)

Any country which supports Iraq is subject to our retaliatory measures,
[including] certain areas in Kuwait.

(Foreign Minister Velayati, IHT, 29 July 1987)

We have successfully defended ourselves and pushed the Iraqis back. Do
you think it is enough? If we accept a cease-fire now, men like Saddam
Hussein would try to attack us again in future...[At] the beginning of the
war Saddam said Iraq had signed the treaty with the Shah in 1975 because
the Shah was strong and Iraq was weak, when Iraq was strong and the
Islamic Republic of Iran was weak, that treaty was no longer valid...Who
can guarantee that he will not attack us again when he feels strong enough to
do it.

We want to fight against our enemy deeply—not superficially— and
eradicate his roots...Such a man cannot follow a normal policy. Why should
we leave the future in the hands of such a man? Why?

(Foreign Minister Velayati, The Middle East, August 1987)

After the capture of Fao by Iranian forces a Tehran radio commentary boasted that
‘the enemy is living his last moments before being thrown into the dustbin of
history’, IRNA, 16 February 1986.

In an address to the clergy after the cease-fire, Ayatollah Khomeini insisted that ‘in
every day of the war we had a blessing, which we utilised in all aspects’. See ‘Imam
Khomeini’s Message to the Clergy’, The Echo of Iran, no. 19, 16 March 1989.
SWB, ME/0172, 8 June 1988. The conciliatory line did exist before this period, of
course. A major element of the internal vulnerabilities of both the Bazargan
government and the Bani-Sadr presidency lay precisely in their non-confrontational
foreign policy orientations, for example. Furthermore, if anything, the Irangate
affair clearly illustrates the realists’ willingness to compromise and cut deals with
those who could assist the Republic’s war effort and its other regional policies—
including with its most rhetorical enemies, the USA and Israel. For details, see
A.Ehteshami, ‘Israel, South Africa and Iran’, ENDpapers, no. 18, Summer/Autumn
1988.

Three developments in August 1988 illustrate the point. On the 7th, the ex-president
Bani-Sadr was approached by Islamic Republican functionaries to participate in a
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government of national unity. Other ‘liberal’ exiles were also approached in this
period. On the 10th, the Omani Foreign Minister paid a one-day visit to Tehran,
meeting the Speaker and the Prime Minister to discuss regional security and post-war
relations between Iran and its southern Gulf neighbours. On the 15th, Iran
announced that its navy would begin clearing mines from its side of the Gulf and
would welcome help from the GCC countries.

Deputy Foreign Minister Besharati met the Emirs of Bahrain and Qatar in
September and Foreign Minister Velayati visited Dubai and Sharjah (the UAE) in
December.

SWB, ME/0341, 22 December 1988.

Throughout this period Rafsanjani had been careful to link his own position with that
of Khomeini’s, thus obtaining a sound insurance policy for himself, as well as
virtually guaranteeing the supremacy of his line. The following is typical of his
tactics: “The Iman’s repeated emphasis on his close and constant monitoring of the
current policies of the country, and his ratification and approval of the strategy that
the country’s officials have chosen, can prevent the spread of many of the
accusations which are being circulated due to the evils in our society at the
moment’, SWB, ME/0275, 6 October 1988.

SWB, ME/0384, 14 February 1989.

For detailed analysis of Iran’s foreign relations over the last ten years, see
A.Ehteshami and M. Varasteh (eds) Iran and the International Community (London:
Routledge, 1991).

‘Imam Khomeini’s Message to the Clergy’, op. cit. There is really nothing new or
surprising in the style and substance of this latest edict. The following passage is
another example in which he makes the total claim to absolute rule:

Our government is a branch of Mohammed’s absolute vice-regency. It
takes precedence over all religious practices...I openly say that the
government can stop any religious law when it feels it is correct to do so.
The ruler can close or destroy the mosques wherever he sees fit. The
government can unilaterally abrogate its contracts with and obligations
towards the public whenever such contracts are against the interests of the
country and Islam.

(The Independent, 8 January 1988)

SWB, ME/0821, 20 July 1990. He also condemned the July 1990 talks between
Velayati and Aziz in Geneva, referring to Iran’s position as ‘conservative and
cowardly’.



Chapter 7
Iran, GCC and the security dimensions in the

Persian Gulf
M.E.Ahrari

The Persian Gulf experienced a considerable amount of turbulence emanating
from the Iranian Revolution of 1978-9. The most telling effect of this
phenomenon was felt by the states of the Arabian peninsula in the form of acute
threats to their security. These states, though richly endowed with large oil
reserves, were militarily weak. The triggering of the Iran-Iraq War in September
1980 further exacerbated their stability-related fears. Their immediate response
was the creation of the Gulf Co-operation Council (GCC). Since the cessation of
this war in August 1988, Iraq has been flexing its muscle both in the Middle East
and in the Persian Gulf. The most recent, and quite blatant, example of Iraqi
hegemonic ambitions was manifested in its military take-over of Kuwait on 2
August 1990. Even though the GCC did not take any military action aimed at
forestalling the Iraqi take-over, that organization’s potential role in future conflicts
may not be ruled out. What are the future dynamics of the GCC’s role in
alleviating threats to the stability of the peninsular states? How would Iran react
to growing militaristic tendencies on the part of Iraq? In what way would the
potential interplay among Iran, the GCC and Iraq affect the stability of the
Persian Gulf in the coming decade? The analysis in this chapter is aimed at
addressing these questions.

THE GCC AND THE IRAN-IRAQ WAR

The GCC was created at a time when the United States was in the process of
rethinking, and was bringing about radical alterations in its involvement in the
Gulf. Shah Mohammed Reza Pahlavi of Iran was ousted by the stridently anti-
American regime of Ayatollah Rouhollah Khomeini. The Iranian Revolution
escalated the security-related fears of the Gulf states whose political, social and
economic conditions were quite similar to those existing in Iran prior to the
Revolution.

The Khomeini revolution, which was a blend of Iranian nationalism and
Islamic puritanical internationalism, appeared poised to seek the establishment of
an equally puritanical Islamic order in the Gulf region. The Shah had left a
highly elaborate military infrastructure and armed forces that had decisive
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qualitative edge, both in terms of armament and military training, over the armed
forces in the Gulf countries. Khomeini’s Iran made abundantly clear its
ambitions to adopt measures that would alter the political order in the Gulf.
Naturally, the peninsular sheikhdoms were not willing to take a passive view of
the Khomeini revolution.

The Nixon doctrine of relying on indigenous forces to respond to regional
threats, which determined the dynamics of US involvement in the potentially
explosive regions of the world in the 1970s, underwent major changes in
response to the dual threats emanating from the ouster of the Shah in Iran and the
December 1979 Soviet invasion and occupation of Afghanistan. The staunchly
anti-USA posture adopted by the Islamic Republic since its very inception, and
the possibility that other states of the Arabian peninsula might also experience
Islamic revolutions, provided reasons for the antagonism between the United
States and Iran. The hostage crisis added intensity to this antagonism.

The United States, through the Carter Doctrine stated in 1980, expressed its
willingness to take military actions against ‘any outside force to gain control’ of
the Gulf.! Even though this declaration was made in the immediate aftermath of
the Soviet invasion of Afghanistan, it was clear that any attempts by Iran to
export its revolution to other Gulf countries would also invoke retaliatory
American action. After absorbing a sizeable erosion in its strategic position
stemming from the ouster of the Shah, the United States was not only determined
to save the remainder of the status quo in the Gulf, but it was also eager to retain
its credibility vis-a-vis the peninsular states through the promise of the use of its
military might. The creation of the Rapid Deployment Joint Task Force (RDJTF),
which was later expanded into the US Central Command (USCENTCOM), was
the most visible military step taken by the United States since the signing of the
Baghdad Pact in 1955 (which was renamed as the Central Treaty Organization—
CENTO—in 1959). In order to provide teeth to the RDJTF, the United States
also obtained facilities access agreements from Somalia, Kenya and Oman.?

In a major action that was aimed at enhancing regional security, the rulers of
six Gulf states—Saudi Arabia, Kuwait, the United Arab Emirates (UAE), Qatar,
Oman and Bahrain—created the GCC in May 1981. It is important to note that
while the USCENTCOM was aimed at militarily tying various Gulf countries in
a US-centred order, the raison d’étre of the GCC was not so straightforward. In
this arrangement, the Gulf states emphasized Islam as the basis of their unity,
obviously a measure aimed at pre-empting potential charges from Iran that the
GCC was in any way anti-Islamic.

Concerning military co-operation with superpowers, in the early phase of its
creation, that organization agreed to postpone its decision because of conflicting
positions taken by Kuwait and Oman. While Oman preferred a collective defence
agreement between the Gulf countries and the United States, Kuwait advocated a
balanced relationship with both superpowers. However, the GCC later succeeded
in developing a sophisticated position on this issue. According to the Secretary-
General of that organization, Abdallah Bishara, the member states did not want
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either superpower to gain a foothold in the Gulf area. Instead, they preferred a
‘Gulfanization’ of Gulf security, that is, an arrangement based upon co-operation
among the Gulf states on matters of internal security and external threats. The
GCC, continued Bishara, did not envision the use of RDJTF—as proposed by the
United States —as a preferable option to guarantee the flow of oil since it might
invoke a direct or indirect intervention from the Soviet Union. At the same time,
stated Bishara, the GCC rejected the Soviet Union’s proposal to neutralize the
area while it continued to occupy Afghanistan and maintained military presence
in the Indian ocean and the Red Sea through its use of military facilities in South
Yemen and Ethiopia.’

The congruity between the real policies of the GCC states and the strategic
objectives of the United States was manifested in a number of ways, however.
First, both the GCC and the United States strongly favoured the present political
status quo in the Arab states of the Gulf. Second, the Gulf states as well as the
United States envisioned the GCC as a legitimate vehicle for promoting political
stability and order in the region. Finally, the GCC members continued their
heavy reliance on western military equipment and on the use of western military
advisers to build their armed forces and military infrastructures, respectively.

The reliance on co-operation among the Gulf states for the resolution of
internal and external threats to the regional security was a deliberate choice.
Since the Islamic Republic of Iran so heavily emphasized its predilection for non-
alignment with and non-involvement of either superpower in the Gulf, the GCC
states wanted to use it as a carrot for Iran. They hoped that their own preference
for the non-involvement of superpowers might also alleviate whatever fear Iran
might have about the potential reliance of the Gulf states on the American
military might to overthrow the Khomeini regime. If that failed, they could
always use US military intervention to protect themselves from covert or overt
attempts of the Khomeini regime to overthrow them.

The response of the Gulf states to the Khomeini regime may be divided into
two phases: the appeasement phase, which lasted between 1981 and the spring of
1987, and the confrontational phase, which lasted between the summer of 1987
(when Kuwait approached both superpowers to protect its ships from growing
Iranian attacks) and July 1988, when Iran accepted the UN-sponsored cease-fire.
The highlight of this phase was the Iranian acceptance of cease-fire in July 1988.
It should be emphasized that at no time during these phases the policies adopted
by the Gulf states could be characterized as purely appeasing or antagonistic
toward Iran.

The appeasement phase

Since the United States and the peninsular Arab states have traditionally
maintained strong diplomatic and military ties, the main focus of the Iranian
manoeuvres in the Gulf was aimed at altering the pro-American policy posture of



150 IRAN AND THE ARAB WORLD

these sheikhdoms, without necessarily providing diplomatic or military openings
for the Soviet Union in that region.

As Iran perceived it, the peninsular states were likely to accept the Khomeini
version of the Islamic order only when the Islamic Republic retained its status as
a regional power. In other words, unlike its role under the Shah—when Iran
served as the gendarme of the western interests in the region—Iran under
Khomeini must be viewed as a defender of the Islamic order. In the latter role,
however, the Islamic Republic was bound to come into conflict with the order
preferred by the United States under the Shah as well as with the order desired by
the Soviet Union since his ouster.

Of the two superpowers, the American response to Iran was seen as potentially
more harmful because the former was most comfortable with the regional order
under the Shah. Iran flexed its muscles on a number of occasions to safeguard its
own as well as western interests. For instance, the Shah, by demonstrating his
military superiority, seized three Gulf islands—Abu Musa and the two Tumbs—
near the Strait of Hormuz in 1971; his armed forces dealt a crippling blow to the
communist insurgency in the Dhofar province of Oman in 1975; and his military
might also enabled him to extract a humiliating agreement from Iraq in 1975
which declared the deep-water line in Shatt al-Arab as the boundary line between
the two countries. All Gulf states, except South Yemen, were considered friendly
to the United States. When the Shah was overthrown in 1978, American strategic
dominance in the region eroded sharply.

The appeasement phase may be viewed as a remnant of the peninsular states’
tacit acceptance of the regional dominance of Iran under the Shah. This phase
would have continued either in the absence of the Iran-Iraq War, which ravaged
the Iranian economy and destroyed its military prowess, or if the war were to
settle on terms demanded by the Islamic Republic. There is another variable
which significantly aided the Gulf states: the doomed decision of the Reagan
administration to sell arms to Iran in exchange for Americans that were being
held as hostages in Lebanon. The disclosure of this fiasco resulted in three
developments which were disastrous for the pursuit of strategic objectives of Iran
in this war. First, it brought about an abrupt end to this policy and Iran lost a
source for the purchase of quality weapons. Second, in the aftermath of the
disclosure, the Reagan administration reinvigorated, on a systematic basis, its
endeavours to close all international sources of arms sale to Iran. Third, and most
important, the United States, in an attempt to re-establish its credibility with the
Gulf countries, was forced to take such actions as providing satellite intelligence
to Iraq on the Iranian troop deployment, encouraging France to sell sophisticated
weapons to Iraq, and so on.

Despite these set-backs, Iran showed no inclination either to deescalate the
level of hostility, or to initiate negotiations to end the war. In addition, there were
instances of attacks on Kuwaiti tankers, and increased mining of the Gulf. The
heightening spirals of hostility created a snowball effect of its own. Iran felt that
the sustained economic and even limited military support of some Gulf
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countries, such as Kuwait and Saudi Arabia, for Iraq made them legitimate
targets of Iranian attacks. The Islamic Republic wanted these sheikhdoms to stop
supporting Iraq before Iran was to lower the level of security-related threats to
them. The GCC states, on the contrary, wanted to adopt measures that provided
them with immediate protection from Iranian attacks, tilted the balance of war in
favour of Iraq in the near future, and brought about an end to war in the not-foo-
distant future. From their perspective, the cessation of war could be either an
outcome of no decisive victory for either warring party, or a military victory for
Iraq. This thinking led to the adoption of the confrontational phase.

The confrontational phase

The initiation of this phase was a clear indication of the failure of the
gulfanization of the Gulf conflict policy. Kuwait, in keeping with its balancing
act, asked Washington to re-flag its tankers and approached Moscow to lease
Soviet tankers. Even in their decision to confront the Khomeini regime, by
seeking the protective shields of superpowers, the GCC countries sustained their
quest for a negotiated solution to this war by enticing Iran with offers of
economic reconstruction. Moreover, even in inviting the US Navy in the Gulf,
the GCC states preferred that this presence remain ‘over-the-horizon’.

The American presence in the Gulf was not merely symbolic. The US Navy
became actively involved in the mine-sweeping operations, in escorting the re-
flagged Kuwaiti tankers, and in issuing periodic warnings to the Iranian Navy to
refrain from aggressive actions. As evidence of its earnestness, the US Navy
engaged Iran in a limited military action on 21 September 1987. On that day, an
American helicopter attacked and disabled an Iranian vessel that was allegedly
laying mines in the Gulf. On 22 October 1987 the United States announced that
it was curbing plans to export certain high-tech products to the People’s Republic
of China (PRC) in retaliation for that country’s sale of HY-2 (or silkworm)
missiles to Iran.*

If there were any doubts left that the United States wanted to tilt the balance of
war in favour of Iraq, those doubts were removed in the following year. On 18
April 1988 US naval warships and planes sank or crippled Iranian naval vessels
in a day-long series of clashes across the southern area of the Gulf. As a
retaliatory measure for an incident in which an American ship was damaged due
to a mine explosion, the United States also destroyed two Iranian oil platforms. It
might not be entirely coincidental that on 14 April Iraq claimed to have driven
the Iranian forces from the strategic southern Faw (or Fao) peninsula. Iran had
captured it in early 1986. The United States also launched ‘operation staunch’ as
an attempt to halt world-wide weapons sales to Iran, and it was widely believed
that it was supplying satellite intelligence to Iraq on Iran’s battlefield
deployments. On 25 May 1988 Iraq drove Iranian forces from their positions in
the marshy Shalamcheh area east of Basra.
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The deterioration of war for Iran was also evidenced by the regular pounding
its cities and oil facilities were receiving from Iraq, as an outcome of the so-
called war of cities. Perhaps, the continued use of chemical weapons by Iraq had
the worse effect on demoralizing the resolve of Iran to continue the war. In July
1988 the US Vincennes shot down a civilian Iranian airliner; in the same month
Iran accepted the cease-fire.

The causes underlying the Iranian decision to stop the eight-year-old war are
going to be debated for some time. There is no doubt, however, that the Kuwaiti
invitation to both superpowers to provide protection, in conjunction with the
Reagan administation’s decision to restore its credibility in the aftermath of the
Iran-Contra fiasco, indeed worked to the advantage of the GCC states and Iraq.

The United States’ involvement in the Gulf may be described as a persuasive
example of what Dallin and Lapidus label as its ‘unilateralist and
‘interventionist’ orientations.> These authors utilize these concepts to describe
the US policy towards the USSR; but these orientations are equally applicable to
the US policy towards Iran during the confrontational phase. Even though the
United States was invited in the Gulf by Kuwait, its behaviour became quite
independent of the preferences of the GCC, however. There is no suggestion that
this independence went contrary to strategic objectives of the peninsular states.
What is important here is that the United States continued to determine
unilaterally whether it was going to intervene, and the extent of the use of force
against Iran to signal its determination to safeguard its strategic interests in the
Persian Gulf.

The United States, after learning the bitter lessons of absorbing heavy human
casualty in a land war in Vietnam and as an outcome of limited actions in
Lebanon, found a new battle-ground— the high seas. The Iranian Navy was no
match to the naval prowess of a superpower. Through limited naval actions, the
United States wanted Iran to be convinced of the seriousness of American
commitment to the political status quo in the Gulf as well as to the safety of
international sea lanes.

In the Gulf, the American naval presence constrained the military activities of
the navy of the Islamic Republic, while Iraqi air attacks continued to inflict
heavy damages on the Iranian oil facilities. Iran could not inflict similar damages
on Iraqi oil exports because of that country’s heavy use of pipelines for its oil
exports. The US naval skirmishes, aside from systematically destroying the
Iranian naval power, not only kept Iran from focusing on the war but also
contributed to the weakening of the Iranian resolve to continue the war, an
entirely welcome result from the perspectives of the United States and the Gulf
states.

SAUDI HEGEMONIC AMBITIONS AND THE GCC

As the largest peninsular country, which occupies four-fifths of the Arabian
peninsula and owns proven oil reserves of 66 billion barrels, Saudi Arabia has
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long aspired to be a dominant actor of the region. Prior to the Iranian Revolution,
Saudi Arabia concentrated on utilizing its significance within OPEC as a tool to
dominate the region. Militarily speaking, Iran made a more persuasive claim to
be a dominant regional actor under the Shah. But since the Revolution, the
Iranian claim has been on shaky grounds.

The Saudi leadership emerged during the 1962 civil war in North Yemen,
which brought an end to the monarchy in that country. Saudi Arabia backed the
royalist forces, while Egypt’s President Gamal Abdel Nasser supported the anti-
monarchical elements. The war was brought to a negotiated settlement in 1968,
in the aftermath of the Arab-Israeli War of 1967. Nasser withdrew his forces
from Yemen after extracting promises of financial support from the Saudis.
Since then, Saudi Arabia has remained a dominant actor in shaping the strategic
affairs of the Arabian peninsula.®

While the leftist elements were favourably impressed by Nasserism in the
Arab world, the Saudi monarchy, as Nasser’s nemesis, positioned itself right to
the centre of a political continuum. In the early 1970s and in a sellers’ market,
oil emerged as a potent source of articulating the parameters of Saudi leadership.
In the participation negotiations—which made the oil states owners of a majority
portion of upstream production—and in the Tehran negotiations—which marked
the beginning of a series of price escalations brought about by OPEC—Saudi
Arabia established its credentials as a force for moderation.

In the case of the Arab oil embargo, which was imposed by the Organization of
Arab Petroleum Countries (OAPEC) in the immediate aftermath of the Arab-
Israeli War of 1973, Saudi Arabia adopted a divergent policy posture. Within the
framework of OAPEC, it spearheaded the adoption of a radical policy of
embargo to the oil supplies to the United States and the Netherlands. The reason
underlying the imposition of the embargo to the former was that Saudi Arabia
wanted the United States to pressure Israel into a negotiated withdrawal from the
Arab territories occupied since the Arab-Israeli War of 1967. The oil supplies to
the Netherlands were stopped because it was perceived by the Arab states to be
excessively friendly to the Jewish state.

The Saudis sustained their leadership role on the oil-related issues throughout
the 1970s by insisting on moderate price increases. In fact, between 1974 and
1976, the price of OPEC oil remained frozen primarily because the Saudis,
refusing to go along with major price escalations advocated by leading price hawks
(such as Iran, Libya and Algeria), threatened, on numerous occasions, to raise
production and cut prices should OPEC-adopt price levels suggested by the price
hawks.

The Saudi willingness to use oil for political purposes became a major, and,
from their perspective, a legitimate source of fuelling their leadership ambitions.
At the same time, their sustained capability to modulate their political demands
enabled them to be perceived as a rational actor by the United States. It was the
Arab perception of its influence with Israel rather than the reality of this
influence that provided the United States’ considerable clout in the eyes of Arab
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leaders. Anwar Sadat, President of Egypt, recognized it by breaking with
Moscow in the early 1970s. The US Secretary of State Henry Kissinger’s ‘shuttle
diplomacy’ provided sufficient evidence for Egypt and Saudi Arabia of the
United States’ influence with Israel. And they continued to pursue political
moderation, an option they thought would be eminently preferred by the United
States, which might also bring about an eventual resolution of the Palestinian
question.

The Saudi political moderation and their oil power enabled them to be viewed
by the moderates, hardline Arab states, and by the United States, as a credible
intermediary. Thus, it was no coincidence that Sadat, Hafez Assad (President of
Syria), as well as Kissinger could utilize the good offices of the Saudis to break
recurring impasse during protracted negotiations to bring about the
disengagement of Egyptian, Israeli and Syrian armed forces in the aftermath of
the 1973 Arab-Israeli War.

The leadership role also meant that the aspirant adopt a nuanced foreign
policy. It means that the aspirant should know when to get involved and when to
withhold support, sit back, and watch the unfolding of events. In the late 1970s,
when the Camp David agreement was negotiated between Egypt and Israel under
the auspices of the United States, Saudi Arabia, quite astutely, wanted no part of
it. The Arab world perceived this agreement to be a de facto blueprint for
separate peace between Egypt and Israel and an American attempt to strike at the
heart of Arab military strength by neutralizing Egypt, the most powerful Arab
state. The Arab countries, in general, did not share the American view that it was
an important step toward the resolution of the obdurate Palestinian question.

Until the end of the 1970s the Saudi leadership ambitions were somewhat
broadly based. In the Middle East at large, they could not realistically compete
against Egypt or Syria for a dominant leadership role. Even their oil wealth had
its limitations, as the re-emergence of a buyers’ market in the 1980s painfully
reminded them. The area which was a more appropriate testing ground for their
leadership aspirations was the Persian Gulf.

However, that region already had an actor, Iran, which had more legitimate
claims for regional leadership because of its historical dominant role, its size,
population, strategic location and, most important, the willingness of the United
States to go along with the Iranian role as a protector of the western interests.
The Iranian Revolution of 1979-80 came at a propitious time, as it turned out,
from the strategic perspectives of Saudi Arabia.

The Nixon Doctrine outlived its usefulness. Even though the Carter Doctrine
was a manifestation of the Unites States’ willingness to intervene if the pro-
western status quo was further disturbed in the Gulf, Washington was still
looking for a major actor to emerge as a protector of its strategic interests. In
other words, despite changing political realities in the Gulf in the aftermath of
the revolution in Iran and the Soviet occupation of Afghanistan, the US decision-
makers still wanted to ‘assign’ the mantle of leadership to a pro-western actor in
the mould of the Shah.
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Realistically speaking, the only way Saudi Arabia could have emerged as a
major military actor was to spearhead the development of a regional security
arrangement, whose military capabilities could be developed with the tacit and
de facto support of the United States. The Saudis hoped that eventually such an
organization might serve as a deterrent for destabilizing manoeuvres of the Islamic
Republic. The GCC was established for that purpose.

The Iranian desire of exporting the Islamic Revolution to the neighbouring
states also became a common source of threat to the American and Saudi
interests and thus one more reason for military co-operation. Of course, Saudi
Arabia wanted to reserve the rights of defining the parameters of co-operation
with the United States. Allowing the Saudis to define these parameters was not
exactly a welcome option for the United States; however, the enormity of
strategic interests for that superpower was not matched by the prevalence of a
number of policy options. Besides, an over-the-horizon presence was an
alternative that might have also minimized the American human casualties in the
wake of a flare up of a limited conflict with Iran. The United States was willing
to defend the Gulf as long as it did not have to absorb the high human loss. The
American public appeared to go along with such an involvement of their country
in the Gulf. The potential US-Soviet clash was not considered as a realistic
contingency in the Gulf, given the ominous consequences of a potential conflict
between two nuclear powers.

Now Saudi Arabia, along with its allies of the GCC, was viewing Iran as one
of the chief threats to the political status quo, the Soviet Union being perceived
as the foremost destabilizing threat to the region. As Iran prolonged its war with
Iraq, Saudi Arabia and Kuwait became more and more involved by providing
political and material support for the latter belligerent. The traditional competitive
nature of the Saudi-Iraqi and Iraqi-Kuwaiti rivalries were set aside because of a
larger threat stemming from the exportability principle of the Khomeini regime.
Even in supporting Iraq, the GCC states under the Saudi leadership maintained
their position of non-reliance on a superpower except under a condition of
extreme emergency. For instance, Saudi Arabia in June 1984 shot down an
Iranian aircraft that penetrated its airspace, and in September of the same year a
Saudi merchant vessel was damaged by mines that were allegedly planted in the
Red Sea by a fundamentalist group, al Jihad (the Holy War). In view of these
events, when the United States and other western countries offered to intervene
to help Saudi Arabia, that country maintained that it would take offensive
measures when there was an attack on its territory or if there was an attempt to
close the Strait of Hormuz, its major export outlet. It also expressed its
willingness to grant the United States access to onshore military facilities in the
event of a major escalation of war.

Until the summer of 1987 the Saudi leadership remained unflinched in opting
for self-reliance, choosing an improvement of its defence system and those of its
GCC allies. In fact, the Saudi quest for the purchase of the Airborne Early
Warning and Control System (AWACS) from the United States in 1981 and the



156 IRAN AND THE ARAB WORLD

GCC’s decision in October 1985 to establish a rapid deployment force—
emulating the USCENTCOM—were prime examples of their policy of self-
reliance.

The possession of military capability by itself does not make a nation-state a
dominant regional actor, however. A related, and an extremely vital, condition is
the willingness to use this power when circumstances deem it necessary. On this
point alone, Saudi Arabia had a consistently poor record, especially between the
summer of 1987 and July 1988. Even the Saudi decision to break diplomatic ties
with Iran in April 1988, and their stern response to the Iranian pilgrims in July
1988, which resulted in several hundred deaths, were largely defensive
measures.

The very short duration of calm in the Persian Gulf came to an end when Iraq
invaded and occupied Kuwait on 2 August 1990. Even though the GCC did not
take any defensive action against Iraq, Saudi Arabia emerged as a more important
actor. The United States, remaining true to its commitments made to the security
of the peninsular political status quo, brought about a massive military build-up
in Saudi Arabia. Despite the Saudi and American insistence on the multinational
aspect of military build-up against Iraq, it was clear that it was largely an
American show of force. And, by thus providing military bases within its
borders, Saudi Arabia became the mainstay of US strategic policy in the Persian
Gulf. With this new relationship, Saudi Arabia also appeared to be demonstrating
a new willingness to go on the offensive in possibly toppling Saddam. But King
Fahad’s decision to cosy up to the United States is not likely to guarantee the
stability of his regime in the long run. Islamic forces on the peninsula and Iran
are likely to use the US-Saudi ties as further ammunition to raise questions about
the legitimacy of the Saudi monarchy. Even a possible ouster of Saddam (either
through a joint military action of the multinational forces or as a result of the US
invasion of Iraq) may not stabilize the Saudi regime in the long run, for the
legitimacy of the monarchy as a system of governance appears to be coming
under harsh scrutiny since the toppling of the Shah, and especially since the
ousting of the Emir of Kuwait.

THE CLASHING REGIONAL AMBITIONS OF IRAN,
SAUDI ARABIA AND IRAQ AND THE FUTURE
PROSPECTS OF THE GULF SECURITY

As the 1980s were coming to a close, there were three claimants to regional
dominance and leadership. The first claimant was Iran. Historically speaking,
Iran vied for this role. The performance of imperial Iran was only a modern
manifestation of its historical hegemonic ambitions. The Shah not only built his
military prowess to be number one in the Gulf, but also wanted his country to
emerge as a dominant actor on oil issues. Militarily speaking, no Gulf state could
challenge imperial Iran. However, within the framework of OPEC, Saudi Arabia,



IRAN, GCC AND THE SECURITY DIMENSIONS 157

the second claimant to the leadership of the Gulf because of its largest oil
reserves, perceived itself as a legitimate leader.

In the 1970s Saudi Arabia and Iran strongly disagreed, on a number of
occasions, on the amount and timing of price increases. In fact, OPEC’s first two-
tiered price structure, which was effective from December 1976 to July 1977,
was largely an outcome of a clash between the hawkish proposal of Iran for a
large price increase and the Saudi insistence either to leave the price frozen or to
introduce a moderate increase. But on the issue of regional security, Saudi
Arabia, though envious of the Iranian role as the protector of the western
interests in the Gulf, never felt threatened. So in the 1970s there remained a tacit
division of labour, as it were, between Iran and Saudi Arabia, whereby the
former dominated the Gulf militarily, and the latter dominated the economic
affairs of OPEC.

In the 1980s, Iran under Khomeini manifested the same desire to be a regional
leader. The profound difference was the Iranian objectives underlying this role.
Under Khomeini, Iran was seeking to establish an Islamic subsystem with Iran at
its hub. The principle of the exportability of the Islamic Revolution was
perceived as a handy mechanism to establish this subsystem. Under such a
foreign policy behaviour, the division of labour of the 1970s disappeared. Saudi
Arabia, along with other Gulf states, felt threatened. Then it played a leading role
in establishing the GCC. As the war proceeded, and the GCC states continued to
build on their military power, Saudi ambition to emerge as a major military actor
in the Gulf also appeared closer to becoming a reality. The Saudis actively, albeit
indirectly, sought the defeat of Iran in the war.

The Iranian acceptance of cease-fire in July 1988 enabled Iraq to emerge as a
‘victor’ from its war with that country. It was expected that Iraq would cash in on
its perceived victory by trying to dominate the Gulf political scenes. It had
already decided to confront Syria in Lebanon, by supplying armaments to the
Christian forces which were challenging the Syrian occupation of their country.
By siding with the Christian forces, Saddam Hussein was settling old scores with
Syria, which sided with Iran in the Iran-Iraq War. Then in August 1990, Iraq
invaded and occupied Kuwait. This Iraqi action radically altered the shape of
strategic affairs in the Persian Gulf. The United States, in an attempt to forestall
any potential Iraqi designs on Saudi sovereignty, started the largest military
build-up in that country since its involvement in Vietnam. Even though this
American move enhanced the significance of Saudi Arabia and other Gulf
shiekhdoms, it was not clear at the time of writing that it would bring about a
long-term US commitment to their security in the NATO mould. Anything short
of that arrangement did not appear promising from the perspective of
survivability of the Gulf sheikhdoms.

The heightened Iraqi militaristic tendency was not going to remain
unanswered by Iran either. Despite its defeat in the war, that country remained a
legitimate claimant to the leadership (and even dominance) of the Persian Gulf.
Such potential Iranian manoeuvres are not likely to be well received either by the
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Saudis (and their interlocutors, the United States) or Iraq. Besides, how the
Iranian manoeuvres to claim the leadership would affect the politics of the Gulf
depends upon what kind of a state post-Khomeini Iran is likely to be.

The regime of President Ali Hashemi Rafsanjani has clearly established itself
as quite pragmatic in terms of making a steady progress in the emergence of Iran
as a conventional state. The potential of exportability of the Iranian Revolution
definitely subsided during 1990. If such a development were to continue, Saudi
Arabia would definitely find the fulfilment of its leadership aspiration a remote
possibility. The strategic significance of Iran for both superpowers is such that its
emergence as a conventional state would trigger a competition between them to
woo it. In fact, the Soviet Union has sustained its systematic endeavours to
establish a web of economic and political relationship with Iran.”

Iran as a conventional state has a tremendous potential for economic
development. This factor by itself is a potent enough reason for competition
among the western industrial states to acquire access to the Iranian markets. On
the issue of arms sales, Iran also serves as an enormous market. Whatever
disadvantage the Soviet Union might encounter in competing with the western
industrial states in the sphere of economics, the same cannot be said regarding
arms trade. The USSR remains highly competitive and equally willing to sell
arms. Most recent finds on arms trade demonstrate that

1 The Soviet Union remains as the leading arms exporter; its arms exports
totalled $21 billion, as opposed to $1.2 billion by the United States.

2 The Soviet Union remains as the leading arms supplier to the Middle East,
providing almost 34 per cent of its arms import of 1987 ($6 billion) and
about 31 per cent during the 1983-7 period ($27.5 billion).

3 The Middle East remains the world’s principal arms import market: it
imported 38 per cent of the world’s arms market.®

The same study also states that

1 Iran obtained 42 per cent of its arms from East Asia (particularly North
Korea and China), 16 per cent from NATO, 12 per cent from countries
classified as ‘other Europe’ and 9 per cent from developing countries in
other regions.

2 For Iraq, these figures were as follows: 57 per cent from Warsaw Pact
countries; 22 per cent from NATO; 11 per cent from East Asia (particularly
China); 5 per cent from other Europe; and 6 per cent from various
developing countries.

3 Overall, Saudi Arabia and Syria stand out as the region’s largest arms
importers during 1977-87.°

Even before Saddam Hussein’s annexation of Kuwait, Iraq was not trusted by
either of the superpowers for different reasons. For the United States, Iraq
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remained a hardline state which, despite somewhat softening its position toward
Israel during the course of its war with Iran for pragmatic reasons, refrained from
joining the ranks of Egypt and Jordan in supporting a negotiated settlement to the
Arab-Israeli conflict. The Soviet Union, despite its friend-ships treaty of 1972
with Iraq, failed to establish stable ties with that country. Both countries, for
strategic reasons of their own, never trusted one another. One of the primary gripes
that Iraqis state toward the Soviet Union is that, in an attempt to establish better
ties with the Islamic Republic, that superpower periodically stopped the flow of
arms to Iraq in the early phase of the Iran-Iraq War.

The Iraqi occupation of Kuwait made it a powerful challenger to the dominant
role of Saudi Arabi on the Arabian peninsula. The fact that Yemen (which became
one country in May 1990) sided with Iraq in this conflict provides the latter with
a powerful peninsular ally. As long as the Iraqi occupation of Kuwait continues,
Yemen is also likely to remain allied with Iraq. However, if Iraq is to be
extricated from Kuwait (especially as a result of a military action), Yemen might
align (for the foreseeable future) with the Saudis, thus enabling them once again
to dominate the strategic affairs of the Gulf. In the long haul, however, especially
if Yemen were to remain united, that country is also likely to challenge the Saudi
leadership role. Such a development, along with the potential resuscitation of
Iranian leadership aspirations, is likely not only to complicate the issue of peace
and stability in the Persian Gulf, but also likely to gravitate that region toward
escalated conflict and discord in the 1990s.

CONCLUSION

In the 1990s the GCC states would have to come to grips with two intractable
issues. The first one is how to deal with Iran in the coming years. Their own ties
with that country are likely to be dependent on how Iran is going to deal with
them. If the Islamic Republic retains its hostile posture toward them by
threatening to export the Revolution, then Gulf politics are likely to be as
unstable as ever. Even if Iran were not to threaten these states, its hegemonic
ambition in the Gulf is likely to be a source of sustained frictions between Saudi
Arabia and Iran. The Saudi ambitions to dominate the Gulf are likely to be on the
rise in the 1990s, especially given the United States’ reliance on that country to
assert their own presence on the Arabian peninsula. However, the Saudis have to
play a crucial role in extricating Iraq from Kuwait, and then translate their
significance in extracting co-operation from the united Yemen.

The second intractable issue that the GCC must come to grips with in the
1990s is the Iragi ambitions to emerge as the dominant Gulf actor. Its occupation
of Kuwait, if remained unchecked, does not bode well for the prospects of peace
and stability of that area. At the same time, the fact that Iran lost the war does
not mean that it is willing to accept Iraqi leadership and dominance in the Gulf.
Any attempt by Iraq to assert its will on Iran in any form is likely to edge the
Gulf closer to instability.
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In the 1990s, especially if the Iraqi military might were to remain intact—not
very likely at time of writing—it is also likely to insist that it be allowed to join
the GCC. Such an Iraqi insistence is likely to heighten the Iranian concerns
related to the military ambitions of the Gulf states. In addition, Saudi Arabia is
also likely to object strongly to a potential Iraqi membership in the GCC because
it perceives Iraq as potentially threatening to its own dominance in that
organization.

How do superpowers fit in the security-related role of the GCC and the Saudi
and Iranian ambitions to dominate the region in the 1990s? Of the two
superpowers, the United States indeed emerged as an actor with enhanced strategic
presence and clout in the Gulf. After all, US naval skirmishes with Iran, in
tandem with systematic American endeavours to close avenues of arms supplies
to Iran, appear to have played a crucial role in the eventual willingness of Iran to
accept the cease-fire.

Even though the Soviet Union fulfilled the Kuwaiti request by leasing its
tankers and making a low-keyed naval presence in the Gulf, that superpower
does not emerge with much added clout. In fact, the mixed Soviet record of off-
again-on-again supplies of arms to Iraq was one of the major reasons underlying
that Arab country’s decision to diversify its sources of arms purchase. It should
be noted, however, that the new political thinking of Gorbachev, in conjunction
with the Soviet withdrawal from Afghanistan, have considerably improved the
image of the USSR in the Gulf. That superpower has already been able to make
the ultimate diplomatic gain in the Gulf—the restoration of diplomatic ties with
Saudi Arabia in September 1990.

The new US-Soviet co-operation of sustaining a united front against the Iraqi
take-over of Kuwait enabled the USSR to be perceived by the peninsula states as
a viable alternative to the United States. Such a perception is likely to help the
Soviet Union both militarily and economically. If Gorbachev attains his policy of
perestroika (the restructuring of both military and non-military sectors of the
Soviet economy), the USSR is likely to emerge as a serious competitor to the
west. Such a scenario may be years away; however, the fact that Soviet arms
sales are much less politicized than the western ones already serves as a definite
advantage for the USSR.

In the 1990s the Gulf states are likely to emerge as major determiners of
power dynamics in their region. Some sort of rapprochement has to be reached
among Iran, Saudi Arabia and Iraq. Perhaps, a condominium of power would
emerge whereby Iran would accept a more visible role for the Saudis and the
Iraqis, while the Arab states of the Gulf would have to assure Iran that the GCC
has no desire to threaten the security of Iran. A crucial step toward that goal
would be their continued refusal of membership in that organization for Iraq.

The role of superpowers in the 1990s appears to be facilitating the emergence
of this condominium of power among Iran, Saudi Arabia and Iraq. The United
States would also insist on safeguarding the status quo in the Gulf. As an ally of
Saudi Arabia, the United States is likely to safeguard the former’s interests on
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the Arabian peninsula as well as in the Persian Gulf. The United States clearly
wishes another nation-state in that area to fill the gap created by the fall of the
Shah. Whatever doubts the American strategic thinkers have had about the
ability of their country to safeguard the political status quo in the Gulf, have been
considerably lessened, if not eliminated altogether, in the aftermath of the
American naval manoeuvres in the Gulf that led to the Iranian acceptance of
cease-fire and especially in the aftermath of the massive US military build-up in
Saudi Arabia in 1990. The new US military presence is likely to be intermittently
used in the 1990s in safeguarding the Saudi (or the GCC’s) interests in the
region.

The Soviet Union is likely to extend its co-operation with the United States
during the Iraqi occupation of Kuwait into playing a major role in determining the
future modalities of peace negotiations between Palestinians and Israel. The
United States would find it difficult to rationalize the exclusion of the Soviet
Union from the peace process in the aftermath of the growing US-Soviet co-
operation.

Iran is also likely to be wooed by both superpowers. This wooing is likely to
continue as long as that state does not threaten their strategic presence in the
Gulf. The long-term prospects of peace and stability in the Gulf, however are
likely to be determined by the dynamics of internal political order in the post-
Khomeini Iran.
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Chapter 8
Non-provocative defence in the Persian Gulf
Nader Entessar

The idea of decreasing the offensive power of weapons, thereby promoting
qualitative disarmament and eliminating the war-making capabilities of nations,
dates back to the first global disarmament conference in 1932. This conference was
held in Geneva under the auspices of the League of Nations. The major theme of
this conference was how to stabilize the defensive power of weapons that nations
possessed while reducing their offensive utility. The notion was introduced to the
conference by Lord Robert Cecil and his military adviser, the great British
military strategist Captain Basil Liddell Hart.

After careful study of the battles of the First World War Liddell Hart
concluded that certain types of weapons, such as light artillery, machine guns
and rifles, were inherently advantageous to the defensive party. In fact, during
the first four years of the war, these weapons ‘so strengthened the defense that
neither side along a 400-mile front had been able to take more than a few
hundred yards, and then only at immense human cost.’!

However, in the latter stages of the First World War heavy artillery, tanks and
air-dropped bombs allowed the belligerents to rely on offensive strategies to
continue the war. The offensive innovations in weaponry and strategy brought
further devastation to a large segment of the civilian population in Europe. In
order to prevent a future war of that nature, Liddell Hart sought to eliminate
offensive weapons, or what he called ‘defence-breaking weapons’.

The British government initially supported the principle of rendering armies
incapable of launching a successful attack but making them highly capable of
defending a territory. Under British pressure, the 1932 Geneva Conference
adopted a motion committing itself to the principle of ‘qualitative disarmament’,
as the British posture came to be known. The British position on qualitative
disarmament was later reversed because of immense negative reaction to this
plan by the conservative forces in Britain.

Paralleling the British plan for qualitative disarmament was the proposal made
by President Herbert Hoover in June 1932 to the Geneva Conference suggesting
that major cuts in global armaments be accompanied by strengthening the
defensive posture of nations while simultaneously reducing their offensive
power.” More specifically, the Hoover plan called for
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the abolition of all tanks, all chemical warfare, and all large mobile guns;
the abolition of all bombing planes, the total prohibition of all
bombardment from the air; and reduction by one third of all battleships and
submarines, and by one quarter of aircraft carriers, cruisers and
destroyers.?

The Hoover proposals, like the earlier British proposals for qualitative
disarmament, received enthusiastic endorsements from the conference
participants, including the French, Soviet, German and Italian representatives.
However, the Hoover plan was opposed by British conservative forces and
eventually by the British government itself. The British conservatives offered their
own counterproposal calling for modest cuts in offensive weapons, thereby
nullifying the very idea of qualitative defence. Without the endorsement of a
major global power like Britain, the 1932 Geneva Conference ended without any
conclusive plans for reducing the danger of war.

The rise of Nazi Germany, the onset of the Second World War and the
emergence of the Cold War were among the major inhibiting factors for
promotion of qualitative defence for over half a century. In the 1980s, however,
with increasing unease over nuclear weapons build-up, the notion of qualitative
defence as a means to reduce the danger of a nuclear confrontation between the
two superpowers gained increased currency. In a highly provocative and path-
breaking article, Randall Forsberg, the founder of the nuclear freeze movement
in the United States, proposed a seven-step approach towards abolishing the
offensive capability of the military forces by confining the military’s role to area
defence.* As Forsberg put it:

To achieve a stable disarmed peace, we must eliminate the requirements
for armed forces by ending the popular acceptance of certain functions of
military force and by transforming other functions so that they can be
fulfilled by nonmilitary institutions.... If all countries maintained military
forces for the purpose of defending their national territory, only
conventional, short-range forces that provide air, coastal, and border
defense would be needed. Aggression, intervention, and armed repression,
would then cease. Without armed repression there would be no need for
armed revolution. And without aggression, intervention, repression, and
revolution, war would never be initiated.’

For Forsberg, defensive strategies based on deterrence are counter-productive
because deterrence relies on maintaining, for an indefinite period, sufficiently
large forces capable of inflicting devastating damage on the homeland of one’s
opponent. Since deterrence works best when it can generate fear, it prevents the
development of an amicable milieu necessary for qualitative disarmament.
Forsberg herself did admit that her defence-orientated approach to disarmament
would be difficult to implement. But this difficulty should not deter us from
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pursuing the lofty goals of qualitative disarmament because it ‘would ensure our
survival...[and] would permit us to end the ancient, pernicious institution of
warfare’.

The ideals of qualitative defence were also reflected in a major report issued in
1982 by the Independent Commission on Disarmament and Security Issues,
chaired by the late Swedish Prime Minister, Olof Palme. The report’s central
thesis focused around the establishment of a defensive system that would provide
common security for all. It called for, among other things, the establishment of
the principle of military parity in rival relationships, renunciation of policies
designed to gain unilateral advantage by one side over its chief rival, the
elimination of destabilizing and threatening offensive weapons.’

The concept of qualitative defence is closely intertwined with another non-
offensive military strategy, namely non-provocative defence, which has been
embraced by a large array of political forces in Europe. The major theoretical
underpinnings of qualitative defence and non-provocative defence are similar.
However, the two concepts differ from each other in three ways. First, qualitative
defence requires the participation of all countries in a defenceorientated scheme
that needs to be worked out on a universal level. Non-provocative defence, on
the other hand, can be worked out on a regional basis or even by unilateral
actions of a single regional state.

Second, non-provocative defence is much more modest in its aims than
qualitative defensive plans because it does not seek to eliminate a broad range of
weapons in a relatively short period of time. Therefore, agreements based on non-
provocative defence are easier to finalize than the loftier, universalistic
agreements required for qualitative defence. Third, qualitative disarmament
assumes that the superpowers must be the initiators and major supporters of any
defensive scheme in order for the plan to succeed. Non-provocative defence does
not necessarily require that the superpowers be involved either as initiators or
sustainers of defenceorientated schemes. Regional or smaller states can initiate
non-provocative defence in their own zones of conflict. In short, ‘qualitative
disarmament is a “top down” approach and nonprovocative defense a more
“bottom-up” approach to similar goals.’® Similarly, non-provocative defence will
be more appropriate for a region of intense conflictual rivalries, such as the
Persian Gulf, than its corollary, qualitative defence, because it will allow for
modest, short-range goals to reduce the danger of war in the area.

MILITARY ASYMMETRY IN THE PERSIAN GULF

The Persian Gulf region has become one of the most militarized areas in the
Third World over the past two decades. The Iran-Iraq War undoubtedly
accelerated the regional arms build-up that has continued unabated to the present
time. The sheer rate of the military build-up has not resulted in a more secure and
peaceful Gulf. On the contrary, the militarization of the region has exacerbated
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political tensions and uncertainties among such key regional countries as Iran,
Iraq and Saudi Arabia.

The illogic of the arms race in the Persian Gulf stems from regional
perceptions of strategic threats. The acquisition of sophisticated arms by the Gulf
states has not resulted in a balance of terror situation that may act as a deterrent
against the use of force by regional states against their adversaries. What exists
in the Gulf today is an asymmetrical military balance against Iran that is highly
destabilizing in the long run. For much of the 1970s, Iran maintained an edge
over Iraq in terms of its arms imports and the size of its armed forces. In fact, by
1978, Iran had become the largest importer of arms in the world, with the United
States supplying 35 per cent of the Shah’s weapons imports. The Iranian arms
imports began to drop in 1978 while Iraq’s weapons purchases from abroad
began to increase. Throughout the 1980s the Soviet Union transferred weapons
valued at $20 billion to Iraq. This represented some 42 per cent of total arms
imported by Iraq during this period.’

Furthermore, Iraq maintained a four to one advantage over Iran in the delivery
of arms from abroad during the period 1980-7, and an overall eight to one
weapons advantage during the course of the Iran-Iraq War.'? Despite Iran’s three
to one population advantage over Iraq, Iran’s regular armed forces personnel
were ‘outnumbered by Iraq by a factor of almost 2 to 1. Iraq’s military effort
consumed a much larger relative share of that nation’s resources than did its
adversary’s’.!! Iraq’s per capita defence expenditure during the Iran-Iraq War
was $928, while the corresponding figure for Iran was $463. Iran’s defence
expenditures accounted for 12.3 per cent of the country’s GNP during the 1980’s,
while Iraq’s military budget was 51.1 per cent of its GNP.!?

In the all-important categories of battle tanks and combat aircraft, Iraq’s
advantage over Iran has been decisive. With respect to main battle tanks, Iraq
possesses some 4,500 tanks to Iran’s 1,000. Iran’s operational combat aircraft
number 60, while the corresponding figure for Iraq is over 500."3 If one adds
Saudi Arabia’s 550 tanks and 226 combat aircraft to the military equation, the
balance of forces against Iran becomes even more asymmetrical. Saudi Arabia
steadfastedly supported Iraq’s war efforts against Iran and remained, for all
intents and purposes, an Iraqi ally against the Islamic Republic in the Persian
Gulf until Iraq’s invasion of Kuwait strained Saudi-Iraqi relations.

The role of Egypt as an exacerba tor of the military asymmetry in the Gulf is
worth noting. In 1981 Egypt, under the guise of pan Arabism, decided to provide
Iraq with military supplies, the value of which reached $1 billion in 1982 and $2
billion by 1985.'% Furthermore, beginning in 1982, regular contacts between
Iraqi and Egyptian officials were established in order to devise a co-ordinated
Arab strategy in the Iran-Iraq War. These high-level contacts eventually paved
the way for President Husni Mubarak’s dramatic gesture of ‘pan-Arab solidarity’
when he visited Iraq in March 1985 after almost a decade of acrimonious
relations between Cairo and Baghdad. As I have indicated elsewhere, from Iran’s
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perspective, ‘Egypt’s growing strategic alliance with Iraq was tantamount to a
declaration of war against the Islamic Republic’.!?

Prior to Iraq’s occupation of Kuwait in August 1990, the coincidence of
Egyptian and Iraqi strategic objectives in the region provided Cairo with a highly
lucrative market for its nascent arms industries. The exact nature and quantity of
Egypt’s arms shipments to Iraq and other Arab countries in the Persian Gulf are
difficult to ascertain. However, it is known that during the height of the Iran-Iraq
War (1981-6), Egypt delivered at least 350 T-55 tanks, 40 F-7 and 10 F-6
aircraft to Iraq.! In addition to these major weapons, Cairo became the principal
supplier of small arms and large shells to the Ba’thi regime in Baghdad during
the course of the Iran-Iraq War.!”

In addition to having its own upgraded Soviet-designed Scud-B missiles
(called al-Hussein), which were used extensively on Iranian cities in 1988, Iraq
sought to obtain more such attack missiles from Egypt. Furthermore, Egypt’s
Badr 2000/Condor 3 missiles, designed in co-operation with Argentina (now
discontinued) and having a range of 1,200 km, would have had a natural market
in Iraq as well as other Arab states of the Persian Gulf.

In short, the Iran-Iraq War resulted, inter alia, in the establishment of a
dangerous military asymmetry in the region. This military imbalance against Iran
has become more acute since the cease-fire and the cessation of armed hostilities
between the two principal belligerents in that war. For example, Iraq’s chemical
weapons inventory had been expanded to such an extent that Iran was forced to
‘seek chemical arms policy with Iraq to create a deterrent’.'® President Saddam
Hussein has publicly acknowledged that Iraq possessed a large quantity of deadly
binary nerve gas weapons.

The introduction of medium-range ballistic missiles to the region has proven
to be another destabilizing factor in the region. In March 1988 Saudi Arabia
obtained an unspecified number of CSS-2 Dong Feng Oh, or East Wind,
intermediate-range ballistic missiles from China. These missiles are inherently
destabilizing and a threat to Iran’s security as they have a range of 3,000 km and
are based at the al Kharj launch sites near Riyadh. Therefore, these missiles are
ideally situated for launching against targets deep inside Iran. Moreover, the
potential Saudi military threat against Iran has been enhanced since the July 1988
signing of what has become known as the arms deal of the century—a $30
billion deal with Britain which includes 50 sophisticated Tornado combat
aircraft, 512 Black Hawk attack helicopters, 5 mine sweepers and 60 Hawk
trainer planes.'” The massive transfer of US arms to Saudi Arabia and the Bush
administration’s plans to sell an additional $20 billion worth of such advanced
weapons to Riyadh as F-15Cs and Ds, M60A3 and M-1A2 tanks, M-2 Bradley
Fighting Vehicles, TOW and Hellfire missiles, Patriot air defence system, and
UH-60 Blackhawk and Apache helicopters, may further jeopardize Iran’s
security interests in the region.

The production of domestically manufactured arms has also contributed to the
militarization of the Persian Gulf region and has exacerbated the regional arms
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race. The emphasis on military self-sufficiency has always been strong in post-
revolutionary Iran as part of the Islamic Republic’s foreign policy of na shargh,
na gharb (Neither East Nor West). Even after the cease-fire with Iraq, the
urgency of enhancing self-sufficiency in military production was highlighted in
the Ayatollah Khomeini’s nine principles of reconstruction, issued in September
1988. As Khomeini stated:

I hope no one thinks that with the cease-fire and the impending peace
negotiations we do not need to strengthen our defense and expand our
capacity to further production. In fact, the development and expansion of
our arms production industries should be a foremost goal of the Islamic
Republic’s reconstruction policy. We must be vigilant at all times against
aggression towards our Revolution by the superpowers or their minions.?’

Iran’s efforts towards military self-sufficiency have produced modest results. For
example, the country has become self-sufficient in most categories of light arms
and ammunitions. It has also produced an unspecified number of such weapons as
Oghab (Eagle) and Shahin (Falcon) short-range surface-to-surface missiles,
copies of the American TOW anti-tank missiles, Fajr (Dawn) single-engine, two-
seater small training aircraft, and copies of Soviet Katyush rockets and Scud-B
surface-to-surface missiles.?!

Iraq’s attempts to establish a viable domestic arms industry have been more
ambitious than those of Iran in the post-Iran-Iraq War era. At the Baghdad Military
Fair in April and May 1989, Iraq exhibited an impressive array of missiles,
armoured personnel carriers, self-propelled guns and light weapons, all of which
had purportedly been produced by the country’s own armaments industry.
Baghdad spent over $600 million to build its sprawling Sa’ad military research
and development complex and its Project 395, the secret facility to assemble
rockets and missiles, including al-Abid and Tammuz missiles (range: 1,964 km),
al-Abbas (range: 800 km) al-Hussein (range: 630 km) and Fahd (range: 600 km).
More importantly, the Iraqis sought to display their military-technological
advances in successfully integrating

equipments from different sources such as French mirage aircraft armed
with a Soviet ASM [air-to-surface missile], and Soviet transport aircraft
equipped for AEW [airborne early warning] with both French and British
radar equipment. Apart from a requirement for advanced combat aircraft,...
Iraq is more in the market for industrial technology components and
production licenses.??

Iraq’s greatest achievement in displaying its military technology was reflected in
the launching of a space rocket on 5 December 1989. The announcement of this
event came two days later when Hussein Kamel, the country’s Minister of
Industry and Military Industrialization, confirmed that Iraq had launched a three-
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stage, 48-ton rocket called Tammuz (July) with the capability of putting a
satellite into orbit. This has given Iraq the capability of launching its first spy
satellite and intercontinental ballistic missiles. Given Iraq’s regional ambition to
dominate the Gulf and the Arab east, its heavy investment of over $20 billion to
further expand its arms industry, its chemical weapons stockpiles and its nuclear
programme, as evidenced by the arrest in London on 28 March 1990 of six
people who were trying to smuggle to Iraq electronic devices used for triggering
nuclear weapons, Baghdad until 1991 was now in a position to further destabilize
the region by threatening to use its military might to achieve regional
hegemony.??

ALTERNATIVE SECURITY MEASURES TO THE
REGIONAL ARMS BUILD-UP

The foregoing analysis has demonstrated that arms acquisition has become the
dominant strategy of the Persian Gulf countries in defending themselves against
their regional adversaries. This military build-up, particularly at its current
asymmetrical rate, is highly destabilizing in that it enhances the likelihood of pre-
emptive military strikes in the hopes of achieving a quick and decisive military
victory over an intractable enemy. A number of non-provocative and non-
offensive strategies can be formulated or promoted as an alternative to the current
state of terror in the region. What follows is an attempt to examine some of these
alternatives.

Building a regional common security system

Given the tortuous history of Iran-Iraq relations, and the current inter-Arab
tensions, it may be argued that creating a common security system in the Gulf
and other confidence-building measures will ultimately fail. This is certainly true
if we view regional security as a zero-sum game and do not take the adversary’s
security concerns into account. What is needed is a transformation in our way of
thinking about security and the development of a concept of common security in
the region. How do we move from the concept of unilateral security to common
regional security, when, as Chris Smith has noted, the ‘unavoidable fact of
contemporary life in the Third World is that regional security moves and
initiatives have largely failed to guarantee security’?>* Perhaps the first and the
most important step in the direction of establishing a workable common security
scheme in the Gulf region is to expand the existing regional co-operative and
security arrangements in the Gulf to include all countries of the region.

In fact, two groups have emerged in the Persian Gulf since the early 1980s
with the ostensible aim of promoting common economic and military security
for regional states. The Gulf Co-operation Council (GCC), which is comprised
of Saudi Arabia, Kuwait, Qatar, Oman, Bahrain and the United Arab Emirates, was
established in February 1981, partly to shield these states from the spill-over
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effects of the Iran-Iraq War.> The stated aim of the GCC is to integrate the
political, economic, social and security concerns of its six member states.
However, under the pressures of the Iran-Iraq War and resulting tensions
between Iran, Saudi Arabia and Kuwait, the GCC became predominantly a
security arrangement with military backing from the United States in order to
isolate Iran.

Although the GCC states have sought to diversify their weapon suppliers, the
GCC’s air defence system, its weapons technology, its training programmes and
its overall defence investment pattern mitigate against a major shift away from US
foreign policy objectives in the region. Furthermore, given the paucity of trained
local personnel in the GCC states, US assistance and military presence in all six
GCC countries will require a long-term commitment by the United States to the
Gulf Co-operation Council. For these reasons, the GCC has been viewed as an
extension of US military involvement in the Persian Gulf rather than as an
independent regional security arrangement.

Notwithstanding the Iranian government’s reservations about the
independence of the GCC from the west, the Islamic Republic has responded
positively to peaceful overtures from the GCC. For example, in a November
1989 speech given at an international conference on the Persian Gulf sponsored
by the Institute for Political and International Studies in Tehran, President
Hashemi Rafsanjani criticized the GCC for supporting the foreign naval presence
in the Gulf. However, he suggested that Iran could co-operate with the GCC to
bolster common security based on Islamic, humanitarian and international
principles.?®

In fact, Iran’s relations with the GCC states have improved since the end of
the Iran-Iraq War. Oman and the United Arab Emirates, for example, sought to
act as mediators between Iran and Iraq to bring about a lasting peace between the
two antagonists. The major obstacle to normalizing Iran-GCC relations, however,
continues to be tensions between Iran and Saudi Arabia, the GCC’s major
benefactor. The deterioration in Iranian-Saudi relations began after the initial
stages of the Iran-Iraq War when the Saudis became a major financial and
logistical supporter of Iraqi war efforts. The tensions came to a head in July 1987
during the annual haj pilgrimage when over 400 Iranian pilgrims were killed in a
mélée with the Saudi security forces. Consequently, Riyadh broke diplomatic
relations with Tehran and has since waged an unrelenting diplomatic and
propaganda war against the Islamic Republic.

Despite the apparent incongruity between Saudi and Iranian foreign policy
objectives in the Gulf, the prospects for normalizing Tehran’s relations with
Riyadh were not bleak. A number of Iranian officials have sent signals indicating
their country’s desire to normalize relations with Saudi Arabia. For example,
Saeed Rejaee Khorasani, the chairman of the Iranian Parliament’s Foreign
Relations Committee called the Saudi-Iranian state of affairs abnormal and in
need of immediate improvement. Ali Mohammad Besharati, Iran’s Deputy
Foreign Minister, went further by acknowledging Saudi Arabia’s legitimate role
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as a contributor to peace in the region. As Besharati stated: “We are well aware
that Saudi Arabia must become a major player in the peace process in the region,
and as long as peace is our ultimate goal, it is natural that all countries in the
region should strive towards maintaining security for all’.?” Iraq’s invasion of
Kuwait has added urgency to the necessity of improving Saudi-Iranian relations.

In short, the GCC has the potential to evolve into an organization under whose
auspices common security arrangements in the Persian Gulf can be promoted. On
the other hand, another security arrangement involving a Gulf state—the Arab
Co-operation Council (ACC)—faced major obstacles to evolve into a positive
force for peace in the region. The ACC was formed in February 1989 with
membership from Iraq, Egypt, Jordan and the Yemen Republic. From the outset,
it was apparent that the organization lacked a unified strategy. While Egypt and
Jordan viewed the ACC as a forum for greater Arab co-operation in strategic,
economic and political realms, Iraq viewed the ACC as a channel through which
it could play a leadership role in the Arab world.

The conflicting aims of the ACC members became apparent in the
organization’s February 1990 meeting in Amman. President Saddam Hussein’s
denunciation of the American-sponsored ‘peace process’ in the Middle East
alienated Egypt’s Mubarak who reiterated his commitment to the Arab-Israeli
peace process under the framework of the Camp David accords. Saddam Hussein
also criticized the position of the GCC states with respect to their western-
orientated defence posture and spurned the other ACC members’ call for
reconciliation between Syria and Iraq. The abrupt ending of the ACC summit and
the vague final communiqué reflected the absence of a coherent ACC strategy.”®
The ACC received a major set-back with Iraq’s invasion of Kuwait and the
subsequent parting of company between Egypt and its other member states.
While Egypt urged a military response to the Iraqi invasion, Jordan and Yemen
called for a political-diplomatic solution to the Gulf crisis.

Measures to eliminate offensive weapons in the Gulf

Given the enormous quantity of weapons purchased by the Gulf states, the
diversity of their sources and the political and economic motives for both the
suppliers and the recipients to acquire advanced weapons systems, it may be
impractical or Utopian to try to reverse completely the arms race in the region.
However, a more modest and focused goal of arresting the proliferation of
ballistic missiles and chemical weapons should be entertained as a move towards
a defence-orientated security regime in the Persian Gulf.

It may be argued that with the development of Iraq’s missile technology and
the availability of such technology and/or missiles to Iran and Saudi Arabia,
attempts to control ballistic missile technology and ballistic missiles acquisition
would be futile. On the other hand, it could be equally argued that efforts to
strengthen the provisions of the Missile Technology Control Regime (MTCR)
would lead to reversing ballistic missile proliferation in the Persian Gulf. As
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Aaron Karp has noted, ‘the most worrisome aspect of Third World ballistic
missiles is their potential as nuclear weapons delivery systems.’? It was this
potential that led to the signing of the MTCR in April 1987 by many western
nations, including the United States, France, Britain and the Federal Republic of
Germany. This also represented the first time that delivery systems were brought
under nuclear proliferation controls.

The MTCR, however, needs to be strengthened if it is going to have an impact
on ballistic missile proliferation in the Gulf region, or other areas of the Third
World. First, there is a need for a monitoring agency with enforcement power to
compel compliance with the terms of the treaty. As it stands now, compliance
with the restrictions on the transfer of key technologies is voluntary. Second, by
distinguishing between military missile programmes and civilian space-launch
programmes, the agreement is inherently flawed as it puts no restrictions on
transfers to the latter category. Similarly, the agreement sets restrictions on
transfers that could lead to the assembly of missiles in a short time while
allowing for considerable latitude for transfer of technologies that may not pose
an immediate threat but can be used in missile production later on. Last, but not
least, neither the Soviet Union nor China has joined the MTCR. Although the
Soviet Union has been more circumspect than many other countries in sharing its
missile technology with the Third World, it has in the recent past exported large
quantities of surface-to-surface FROG and Scud missiles to Iraq and, indirectly,
to Iran. In the age of realignment, it is likely that the Soviet Union will join the
MTCR and hence contribute to the reduction of offensive missiles in the Gulf.
The People’s Republic of China, on the other hand, continues to contribute to
missile proliferation by not only selling ballistic missiles to Iran and Saudi
Arabia, but also to the smaller states in the Persian Gulf. Furthermore, the second
tier suppliers of missile technology to the Gulf states, such as Brazil and
Argentina, must be brought into the MTCR to stem the tide of missile
proliferation in the Persian Gulf region.*

The urgency of eliminating chemical weapons in the region is more
compelling than any other types of weapons currently existing in the inventory
of the Gulf states. The widespread use of chemical weapons by Iraq during the
Iran-Iraq War against both Iran and Iraqi Kurds is a vivid reminder of the
indiscriminately destructive power of these highly effective weapons which have
been dubbed as ‘the poor man’s weapon of mass destruction and the poor state’s
weapon of mass annihilation’.3! Despite international prohibitions against the use
of chemical weapons, the international community did not take specific tough
measures against a flagrant user of chemical weapons, namely Iraq, until 1991.
The global community must orchestrate ‘a universal chorus of condemnation,
calling a special U.N. Security Council session to blast such behavior, and
breaking off friendly relations. It means, in short, labelling a user state for what
it is: an international criminal’.>? For political expediency, the United States until
August 1990 focused its efforts into publicizing Libyan schemes to develop
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chemical weapons while ignoring the dangers posed by Ba’thi Iraq, a major
stockpiler and user of chemical weapons.

Strengthening the role of the United Nations

The United Nations has played a significant role both during the course of the
Iran-Iraq War and since the cease-fire between the two belligerents in
maintaining peace in the region. The United Nations has acted as a mediator and
conciliator, and has attempted with varying degrees of success to end the conflict
in the Gulf region. Almost immediately after the Iraqi invasion of Iran in
September 1980, the UN Secretary-General, Kurt Waldheim, offered his
personal good offices and called on both sides to seek a peaceful solution to their
conflict. On 28 September 1980 the UN Security Council adopted Resolution
479 calling on both parties for an immediate cease-fire and to accept impartial
mediation to end hostilities.

The United Nations Security Council 479 was rejected by Iran because it did
not condemn Iraq for its forceful invasion of Iran; nor did it call for the withdrawal
of Iraqi forces to the internationally recognized boundaries, as has been the
custom when passing resolutions of this nature. This error of omission seriously
weakened the role of the Security Council as an impartial and effective arbiter. As
a consequence, the role of the Secretary-General and his special representative,
the late Olof Palme, the Prime Minister of Sweden, became more pronounced.
Notwithstanding Mr Palme’s prestige, impartiality and diplomatic skills, the UN
efforts were blocked by the rigidity of the positions taken by both belligerents.

None the less, the UN did manage to bring about a temporary lull in the so-
called ‘war of the cities’ in mid-1984. At the same time, reports of the Iraqi use
of chemical weapons were making the UN’s mediating task more difficult. When
the Iranian government reported a large-scale Iraqi chemical attack on its
territory on 29 February 1984, the Secretary-General dispatched an investigating
team of experts to verify the Iranian allegations. When the UN team verified
Iranian claims, the Security Council issued a mild condemnation of the use of
chemical weapons without naming Iraq as the violator.

As the number of Iranian victims of Iraqi chemical weapons increased, the UN
Security Council issued a stronger condemnation of the use of chemical weapons
while refusing again to name Iraq as the violator of the 1925 Geneva Protocol
prohibiting the use of chemical weapons. The Security Council’s inability or
unwillingness to condemn Iraq had important consequences for that body’s
mediation efforts to end the Iran-Iraq War, and Iran began further to distrust the
UN Security Council as a tool of the United States and others supporting Iraqi
war efforts.’3 It was not until 1987 that the Security Council issued its first
condemnation of Iraq for its use of chemical weapons.

In the mean time the United States took active measures to contain and isolate
Iran by portraying Baghdad as the innocent party and Tehran as the main
obstacle to a just peace. It was within this framework that United Nations
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Security Council Resolution 598 was conceived. This resolution, which was
drafted by the United States and adopted by the Security Council on 20
July 1987, called for nine specific steps to be taken to end the Iran-Iraq War. Its
most important provisions included an immediate cease-fire between the two
belligerents, a return to the internationally recognized frontiers, exchange of
prisoners of war, and the establishment of an independent commission to
investigate the responsibility of each side for the initiation of the war. Except for
the last item, the other provisions of Resolution 598 were identical to the
demands of the Iraqi regime to end the war.

At the time of the passage of this resolution, Iraqi forces were on the defensive
and their military situation was deteriorating. Consequently, Iraq accepted
Resolution 598 and demanded that its provisions be implemented expeditiously.
From the Iranian perspective, both the timing and motives behind the Resolution
were suspect. Iran was still in possession of Iraqi territory and would not accept
the Resolution without some tangible and immediate gains for itself.
Furthermore, in the words of Gary Sick, President Jimmy Carter’s Middle East
expert on the National Security Council, Resolution 598 ‘had deliberately been
written by the United States to support the Iraqi position and to be unacceptable
to Iran’ .3

Iran, however, neither accepted nor rejected Resolution 598. Instead, the
Iranian government asserted that the Resolution contained some good points that
could be used as a basis for discussion of a peaceful resolution of the Iran-Iraq
conflict. Moreover, the Islamic Republic requested that the commission of
inquiry in charge of determining the guilty party in the war be set up before other
provisions of Resolution 598 are implemented. The Secretary-General continued
to explore ways to implement the provisions of Resolution 598 in his visits to
Tehran and Baghdad in September 1987. Specifically, he pushed for an
agreement on D-Day for a cease-fire to become effective, followed by the
withdrawal of all military forces to the internationally recognized boundaries.
Iran, however, insisted that the highest priority be given to the establishment of a
commission of inquiry and not to D-Day. This position was later reiterated in a
February 1988 letter to the Secretary-General from the Iranian Ambassador to
the United Nations.

The Iranian position on Resolution 598 changed when on 18 July 1988, the
then President, Ali Khamenei, conveyed Iran’s unconditional acceptance of that
Resolution in a letter addressed to the Secretary-General. It is beyond the scope
of this chapter to deal with the causes and timing of Iran’s acceptance of
Resolution 598. Suffice to say that such factors as Iranian tactical military set-
backs in the first half of 1988, worsening economic conditions in the country, the
struggle between the regular armed forces and the Revolutionary Guards, and
most importantly, political factionalism and jockeying for power among various
elements of the clerical leadership in view of the Ayatollah Khomeini’s ill
health, compelled the Islamic Republic to accept Resolution 598 without any
modifications and changes.?
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The acceptance of Resolution 598 by Iran was a watershed in the annals of the
Iran-Iraq conflict. The subsequent cease-fire and the creation of a UN
peacekeeping force, the United Nations Iran-Iraq Military Observer Group
(UNIIMOG), generated an unusual degree of optimism that peace was finally at
hand. However, the Iran-Iraq ‘negotiations’ reached a dangerous stalemate. The
only agreement that was reached was that both sides consented to exchange sick
and wounded prisoners of war (POWs). By April 1990, however, only 969
Iranian and 1,343 Iraqi POWs had been exchanged. According to the
International Committee of the Red Cross, hundreds of POWs in this category
remained in the prison camps of both sides.?®

The slow pace of negotiations was due to the following factors:

1 Iraqi attempts to slow down the implementation of Resolution 598
2 sovereignty over the Shatt al-Arab waterway
3 commission of inquiry.

These factors will now be discussed in turn.

Iraqi attempts to slow down the implementation of Resolution

598

Although Iraq accepted Security Council Resolution 598 almost immediately
upon its adoption, Baghdad adopted diversionary tactics to prevent the judicious
implementation of the Resolution. For example, it failed to withdraw from part
of the Iranian territory captured during the Iran-Iraq War, as specified in
Resolution 598. The Security Council and the Arab countries of the Gulf did not
pressure Iraq into compliance with this provision. Iraqi officials many times
reiterated their position that Iraq would not withdraw its troops from Iranian
territory unless Iran agreed to face-to-face negotiations to settle all outstanding
problems between the two countries.’” The Iranian position favoured indirect
negotiations through the United Nations and strict adherence to the provisions of
Resolution 598. After all, it was Iraq that had insisted on Iranian acceptance of this
Resolution as the basis for ending hostilities between Tehran and Baghdad.

Sovereignty over the Shatt al-Arab waterway

Since the beginning of the indirect negotiations, the Iraqi regime repeated its
claims that control over the Shatt al-Arab waterway, which divides Iran and Iraq
at the southernmost border, should be given to Iraq and only Iraq. Therefore, the
Iraqi regime rejected the accepted norms of international law which designate the
mid-channel (thalweg) as the border between two countries divided by a body of
water. The fact that Iraq does not possess any other outlet to the Persian Gulf
does not bestow upon it any legal right to claim sovereignty over the entire
waterway.
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The Iranian position on this issue remained surprisingly flexible. Iran even
suggested a number of co-operative schemes for both countries to clean up the
waterway and make it navigable for both nations. Iraq remained intransigent and
threatened time and again, contrary to international legal norms, to divert the
waters and make it unnavigable for Iran. Saddam Hussein’s turn around in
August 1990 and his sudden acceptance of Iran’s position on this issue may have
helped in the signing of a ‘peace accord’ between Iran and Iraq. One can only
hope that Iraq has now genuinely accepted joint sovereignty over the Shatt al-
Arab.

Commission of inquiry

Throughout the Iran-Iraq War, Iran demanded Iraq be recognized as the initiator
of the war and branded as the aggressor, a demand that was incorporated into
Resolution 598. The Iraqi regime feared that it would be judged guilty since it
was the Iraqi army that invaded Iranian territory in September 1980. Again,
surprisingly, Iran’s leaders did not keep this issue on the front burner. Tehran
may have now decided to drop gently its insistence on establishing an inquiry
commission, and may have dropped its demand to brand Iraq as the aggressor
following the re-establishment of diplomatic relations between the two countries
in the autumn of 1990.

Both the United States and the conservative Arab states in the Gulf that
financed the Iraqi war effort could have played a more constructive role in
exerting pressure on Iraq to negotiate in good faith. The myth, then popular in
Iraq as well as certain Gulf countries, was that Iraq won the war militarily and,
therefore, could have negotiated from a position of strength. In reality, the Iran-
Iraq War ended in a stalemate. The failure of Iraq to recognize that it did not
have the overwhelming support of the international community as it once did in
pressing its claims against Iran prevented Baghdad from offering realistic and
genuine negotiating alternatives. As Fred Halliday has noted, Iraq’s pre-August
1990 political stance and practice was not ‘the result of insecurity, but a new
opportunity to use cruelty at home and intransigence abroad to intimidate and
confuse...”.?®

CONCLUSION

Security and stability in the Persian Gulf region, like other areas of high tension,
have been equated with military power. The superpower rivalry and regional
conflicts have fuelled militarization of the area. This chapter argues that
militarization has brought insecurity, tension and war to the region. This chapter
further argues that strengthening regional collective security arrangements that
are all-inclusive, abolition of highly destabilizing offensive weapons, such as
chemical weapons and ballistic missiles, and the strengthening of the rule of law
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through the United Nations will provide a defence-orientated, non-provocative
alternative to the balance of terror and the arms race in the region.

In order to overcome political and strategic obstacles to peace in the Persian
Gulf, the historical-cultural roots of the current predicament must be addressed.
The seventh-century Arab conquest of Iran, followed by two centuries of direct
Arab control, has had a long-lasting impact on the Iranian psyche. Although
many Persians embraced Islam, the conquering Arabs treated them as racially
inferior. This partly explains why ‘the Persians have forgotten almost all the
various invasions except that of the Arabs’.%

Furthermore, Iranians have historically developed an aura of superiority in
their dealings with and perceptions of the Arabs. However, this superiority
complex is ‘overwhelmingly cultural in implications’.*’By contrast, the Arab,
especially the Iraqi, propaganda against Iran remains racial and political. The
Ba’thi propaganda during the course of the Iran-Iraq War, as well as in the
immediate post-war period, was replete with such epithets as ‘racist Persians’
and ‘fire-worshippers or Magus’ (a derogatory name for Zoroastrianism, the pre-
Islamic religion of Iran).*' Sustained efforts in recent decades to refer to the
Persian Gulf as the ‘Arabian Gulf and to call the Iranian oil-rich province of
Khuzistan ‘Arabistan’ (the land of Arabs) are subtle attempts to delegitimize the
Iranian nation and Iranian polity. Perhaps before confidence-building measures
in political and military arenas can succeed, cultural stereotyping and barriers to
human understanding must be broken down.
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Part V

Iran and the superpowers



Chapter 9

US foreign policy and the Islamic Revolution
Mohsen M.Milani

A little rebellion, now and then, is a good thing, and as necessary in
the political world as storms in the physical.
(Thomas Jefferson)

The French Revolution was the first and the last revolution to escape the wrath
of the United States’ foreign policy makers. Since then, the modus operandi of US
foreign policy has been based on animosity toward revolutions. To pursue such a
policy is ironic for the nation that staged one of the world’s most successful
revolutions. In its paranoid aversion toward revolutions, US policy has
inadvertently contributed to their radicalization and consolidation. Iran is a
perfect example.

More than a decade after the fall of the Peacock Throne, in the early 1990s there
are those who still insist that the Shi’i fundamentalists (those who advocate the
ulama’s direct rule, or the Velayat-e Fagqih) ‘kidnapped’ the Revolution,
implying that some other forces were more ‘justified’ to win the Revolution than
were the fundamentalists. But revolutions are like wars: those who play the game
better will win and those who lose will become bitter, indicting everyone for
their defeat except themselves. By the time the Shah was forced into exile in
January 1979, the fundamentalists had emerged as one of the most powerful
forces in the country. The foundation of their victory was, therefore, laid during
the course of the revolutionary movement (1977-8) that toppled the Shah.

The Shah’s flawed strategy in dealing with the revolutionary movement
certainly contributed to this historic victory and to the eventual defeat of the
moderate elements. (The Islamic and secular nationalists and the reformist ulama
represented the moderate faction of the coalition that toppled the Shah.) But the
Shah was not alone in mishandling and misunderstanding the revolutionary
movement. US policy-makers also pursued a confused and a confusing policy,
which ironically radicalized the revolutionary movement.

In a revolutionary situation, timing, or recognizing the tempo of the other
players, is critical: players must know when to grant or accept concessions, when
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to compromise, when to withdraw, and when to attack. US policy-makers were
consistently a step or two behind the tempo of the protest movement.

Unable to understand the essence and direction of the revolutionary
movement, US policy-makers diminished the chances of a moderate alternative
emerging. If the moderates were to play a leading role in the post-Shah power
struggle, their positions had to be solidified during the revolutionary movement
and before the breakdown of the imperial order. In the chaos of the Islamic
Revolution, the moderates, like their counterparts in other great revolutions, were
helpless and incapable of competing with the radical forces.

In the early days of the movement, US policy-makers refused to open a
dialogue with the moderates or to pressure the Shah to appoint an independent
nationalist who could form a government of reconciliation. They also failed to
facilitate co-operation between the army and the revolutionaries. This placed the
USA on the losing side, radicalized the movement and contributed to the
disintegration of the armed forces, whose integrity was essential if the moderates
were to play a leading role in revolutionary Iran.

Once the Shah was overthrown, Washington’s impact on Iranian politics was
substantially diminished. Refusing to recognize Ayatollah Khomeini’s leadership
of the Islamic Revolution and the fact that the fundamentalists were the
dominant force, Washington belatedly and ambivalently approached the
moderates in the transitional government. A kiss of death, this policy
antagonized the fundamentalists and inadvertently accelerated their consolidation
of power. There is, however, sufficient evidence to conclude that even if
Washington had totally supported the moderates after the Shah’s fall, the popular
fundamentalists would have still emerged victorious.

What follows then is a study of the dynamic relationship between domestic
politics in Iran and US foreign policy. It examines how Washington deals with
radical change in the Third World by underlining the implications of the
decisions made by the United States’ policy-makers at critical junctures during
the revolutionary movement (1987-9) and the first two years of the Islamic
Revolution when the fundamentalists consolidated power.

THE IRAN THAT WAS NOT

The roots of Washington’s symbiotic friendship with Mohammad Reza Shah
Pahlavi (1941-79) go back to the end of the Second World War when the Soviet
forces refused to leave parts of Iran. Even if Premier Ahmad Qavam’s legendary
negotiation skills were instrumental in Stalin’s decision to withdraw, the Shah
and many Americans credited the United States for pressuring the Soviets to
withdraw.! Washington’s and the Shah’s almost identical readings of the ‘evil
intentions of Russian communism’ made them a natural ally. Moreover, the Shah
saw in the United States a partner that could fortify his weak position.

This embryonic relationship grew stronger when Dr Mohammad Mossadeq,
who had nationalized the British-controlled oil industry, was overthrown in a
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CIA/MI6 coup.”? The democratic USA, in its hysterical anti-communism,
supported the Shah, who ‘had the army as his only source of power’, and
undermined the liberal Mossadeq, who enjoyed a popular base of support.> By
the first decade of the coup, the United States had achieved all its goals,
regrettably by alienating the nationalists: protecting Iran from communism,
having access to inexpensive Persian Gulf oil and supporting an ally at the heart
of the Islamic world which was friendly toward Israel.

President Kennedy, however, recognized a contradiction between the
American desire to champion democracy and supporting the Shah. He thus
pressured the Shah to initiate political liberalization and land reform.
Apparently, the Shah struck a deal with Kennedy to support only land reform:
after limited liberalization, he repressed the National Front and exiled Ayatollah
Khomeini, who opposed the granting of capitulatory rights to US advisers in
1965.* By supporting land reform, the Shah received generous US support but
lost the critical backing of the landlords and a segment of the ulama.

After land reform, the Shah embarked upon a developmental project that had
inadvertent benefits for the traditional classes. While the bazaar remained the
jugular vein of the economy, millions of people migrated from the rural to the
urban areas, making the lower classes the largest block in the cities. Meanwhile,
the Shah’s intelligence network pursued an egregious strategy of suppressing the
nationalists and leftists, regarded as the main threat to instability. It left the
mobilizational apparatuses of the ulama relatively intact. This policy was based
on the fallacious assumption that the ulama were doomed to be crushed by the
wheels of modernization.> But eventually, the ulama collaborated with the
bazaaries and mobilized the lower classes against the Shah.

Despite these problems, Iran remained relatively stable until 1977. One reason
for this calm was that many people, who benefited lavishly but unequally from
the oil wealth, sank into quietism. Another factor was the public perception of
the Shah’s invincibility, and the omnipresence and omnipotence of his notorious
SAVAK. An equally important factor was the unconditional US support for the
Shah during the Johnson to Ford administrations, when the United States was
engaged in Vietnam.

By the 1970s the Shah had become an important regional ally of the USA.
After the British withdrawal from the Persian Gulf in 1970, Iran became the
dominant power in the region, protecting Iranian and US interests. Iran was a
critical player in the United States” Cold War strategy. It refused to join the Arab
oil embargo of 1973, assisted Oman’s Sultan Qaboos to fight the communists in
the Dzoffar province, pursued an open-door policy toward western transnational
corporations, allowed US listening devices to operate on Iranian soil close to the
Soviet Union, and became the leading buyer of US weapons.®

Rich, powerful and useful, the Shah was not to be antagonized. Washington
had made a conscious decision not to see what was wrong with the Shah’s Iran.
As an embassy officer in Tehran cogently argued in February 1978, there were
signs that Iran was not actually what the United States wanted it to be, but ‘we, with
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increasing stubbornness, insisted on ignoring them’.” The USA relied for
information on SAVAK, which was under the Shah’s vigilant control. The
embassy had lost all contacts with the opposition, including the ulama. The
United States was placing all its bets on one man.

The Shah’s lavish contributions to various universities, public relations
agencies and well-known academic experts and media personalities, as well as
his massive financial ties with such business magnates as the Rockefellers,
helped him depict Iran as a stable regime. Using propaganda to depict Iran as
what it really was not, both the Shah and Washington lost sight of the country’s
harsh realities, becoming prisoners of their own deception.® Behind the facade of
tranquillity was a society on the verge of explosion, a society disgusted with
pervasive corruption, nepotism and repression, a society that neither understood
nor supported the transformations the Shah was championing. Discontented
Iranians knew only what they did not want, thus becoming gullible to the
enticing promises of demagogic leaders.

The Iran that Americans knew was the Iran of the rich and the powerful that
granted multi-million-dollar contracts. The Iran that they knew less was the Iran
of the middle class and of the educated, anti-Shah dissidents. The Iran that they
hardly knew at all was the real Iran, the Iran of the masses, of the mosques and
flagellation processions, and of the shanty houses. This was not the Iran that
generated research money; it was the powerless and mysterious Iran.
Consequently, when the popular mass movement of 1978-9 began, Washington
was unable to understand its depth and nature. And when the ulama, one of the
representatives of the collective consciousness of this Iran, rose to power,
Washington became even more disorientated.

LOST OPPORTUNITIES: IGNORING THE
MODERATES

President Carter, like Kennedy, hoped to ease the contradiction between the ideal
of expanding democracy and the actual US policy. His human rights policy was
designed to restore confidence in the presidency, eroded because of the Vietnam
and Watergate fiascos, to attract the support of those suffering under the iron
heels of despotic rulers, and to pre-empt revolutions in the Third World.® In
applying his policy to Iran, he faced a predicament: how could he enhance his
policy without antagonizing the Shah and damaging the United States’ lucrative
military and economic ties with Iran? The fatal flaw in his policy was its
nebulous goals: was it to create democratic institutions, to limit the Shah’s
power, or to replace him? Or was it a symbolic posture?

Those belittling the impact of Carter’s human rights policy are oblivious to its
psychological impact on both the Shah and his opposition.!” The Shah had
developed a dependent psychological relationship with Washington, knowing
better than anyone else that his throne was saved by the CIA. Washington’s
failure to speak with one voice made the Shah more conspiratorial about the
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United States’ real intentions and contributed to his paralysis of will, which
eventually proved detrimental to his dynasty.

Carter’s policy, regardless of its real intentions, generated a perception in Iran
that Washington no longer unconditionally supported the Shah’s application of
brute force. This strengthened the spirit of contumacy among the dormant
opposition and shattered the perception of the Shah’s invincibility. Ayatollah
Khomeini’s sharp instincts recognized the new changes: Today in Iran, a break is
in sight’, he wrote to the ulama, ‘take advantage of it by writing to the authorities
without fear of retribution because a few other people have done so and...
nobody has bothered them’.!! One of the forty signatories of an open letter to
Prime Minister Amir Abbas Hoveyda admitted that all forty signed ‘because the
government would not dare jail all of us in the present climate of human
rights’.1?

To appease Carter and to silence his critics, the Shah began limited
liberalization: the conditions of prisoners were improved, and the ban on freedom
of expression and assembly was lifted somewhat. But the Shah had not
considered the consequences of liberalization for a suppressed nation with no
recent encounters with freedom. With no strategy to contain its deleterious
consequences, liberalization became the spark that ignited the Revolution.

In its early phase in 1977, the fledgling protest movement, orchestrated by the
intellectuals, was reformist, non-violent and confined to Tehran. Ambassador
William Sullivan, a Carter appointee with no prior experience in Iran, could not
foresee it as a prelude to a revolution.'? He was not alone. During his visit to Tehran
in January 1978, Carter declared Iran an ‘island of stability’. After Carter’s visit,
the protest movement expanded, gradually becoming nation-wide and violent.
The catalyst for the metamorphosis was the government’s publication of an
article derogatory to Ayatollah Khomeini. Henceforth, Ayatollahs Khomeini in
Iraq and Shariatmadari in Qom, respectively representing the ulama’s radical and
reformist factions, emerged as leaders of the revolutionary movement. The
nucleus of this movement consisted of the moderates, the leftists and the Shi’i
radicals under Ayatollah Khomeini’s leadership.

The Shah’s response to the protest movement was a recipe for disaster. He
made faulty assumptions about its nature, was reluctant to put to work all the
repressive resources at his disposal, and acted belatedly to prevent the formation
of a coalition among his opponents. He wished to be an ‘autocratic democrat’.
His democratic side alienated his security forces while his autocratic tendency
pre-empted co-operation with the moderates, inadvertently radicalizing the
movement. Thus, while he promised free elections for July 1979 and continued
with liberalization, his security force attacked and jailed the opposition leaders.

The moderates welcomed the Shah’s promise of free elections, but demanded
assurances that they would not be used to restore order, followed by further
repression. Mehdi Bazargan, supported by the wulama and the nationalists,
informed the embassy that ‘if the Shah is ready to implement all provisions of
the Constitution, then we are prepared to accept the monarchy and participate in
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the elections’.'# But Washington did not respond positively to this suggestion that
had the potential to create a division in the movement and weaken the radicals.

Division within the Carter Administration exacerbated the Shah’s paralysis of
will.!> Zbigniew Brzezinski and the National Security Council favoured an iron-
fist approach because concessions would ‘produce chaos’. Cyrus Vance and the
State Department opposed use of force. President Carter oscillated between the
two. As the movement grew stronger, Sullivan followed his own agenda, but
always urging the Shah ‘not to be tough’.!®

Washington, like the Shah, avoided dealing with the nationalists, fallaciously
believing they were not likely to enter an alliance with the ‘backward-looking
ulama’, and would ultimately compromise with the Shah. Nor were they aware
of the drastic implications of the radicalization of the movement. The
participation of the lower classes, who constituted the majority of the population
and had strong religious fervour, was tipping the balance of forces in favour of
the radical ulama who often controlled these foot soldiers of the movement. This
only increased the urgency of rapprochement with the moderates who could have
slowed or contained the process. But Sullivan and Washington refused to accept
this reality. Sullivan reported that even if the ‘Shah is losing his touch’, he would
weather the storm, referring to Iran as a ‘stable and moderate middle level
power’.!” He erroneously concluded that the ulama ‘would probably find it
difficult to generate additional demonstrations immediately for purely political
purposes’.'8

By August 1978 the crisis was at a dangerous crossroad. Martial law was
imposed in Isfahan and violent riots showed no signs of abating. Realistically,
either the Shah had to rescind liberalization and begin a mass arrest of the
opposition leaders, or he had to share power with them. Ill with cancer and
despondent over Washington’s contradictory signals, he opted for neither option.
Probably, the National Front or the Freedom Movement would have accepted the
Shah’s invitation to form a government of national reconciliation, which could
have diffused the crisis, or at least driven a wedge in the oppositional forces. At
the time, there was no talk of dismantling the monarchy, creating an Islamic
Republic, or even overthrowing the Shah. Instead of choosing an independent
nationalist who symbolized a new thinking and was accepted and respected by
the masses, the Shah selected Ja’far Sharif Emami, his well-known servant, to
lift him out of the quagmire. When the political system was in a dire need of
surgery to stop its bleeding, the Shah offered a sticking-plaster.

Emami, relying on an old tactic, attempted to split the opposition by granting
concessions to the ulama, including the creation of a new ministry for religious
affairs and the closing of nightclubs. He pursued the Shah’s suicidal policy of
repression following concessions. More prisoners were released and political
parties were allowed to be formed. He asked Ayatollah Khomeini to return from
Iraq to Iran, which the cantankerous septuagenarian Ayatollah rejected. Then
Ayatollah Khomeini, at the Shah’s request, was forced out of Iraq, eventually
finding residence in Neauphle-le-Chéteau, France. What suddenly changed the
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political atmosphere, however, was the Black Friday episode on 8 September
1978, in which many protesters, who were apparently unaware of the new curfew
regulations, were killed. Black Friday dashed any hopes of rapprochement with
the moderates.'”

Signs that the protest movement had a powerful religious dimension were
ubiquitous. Islamic forces controlled the leadership of the movement.
Exclusively Shi’i rituals were used to mobilize the masses. Bars and cinemas,
symbols of de-Islamization of the country, were the targets of revolutionary
violence. Most of the slogans at the rallies had religious connotations. Despite
these signs, the United States failed to open a dialogue with the Islamic forces.
This was partly because Washington believed that the ulama did not have the
intention or the capability of taking over the government and partly because the
Shah was believed to be invincible: in late August 1978 the CIA concluded that
‘Iran is not in a revolutionary or even prerevolutionary situation’, and the
Defense Intelligence Agency predicted in September that ‘the Shah is expected
to remain actively in power for the next ten years’.20

This illusion of the Shah’s invincibility, coupled with Washington’s ignorance
about the nature of the protest movement, had drastic consequences for US
policy. A few days after Black Friday, President Carter made a publicized call to
the Shah, expressing his support for the monarch, which distanced the United
States further from the revolutionary movement and demonstrated Carter’s own
confusion about his human rights policy. And when the Freedom Movement
requested a meeting with US officials to pave the way for a ‘transition to a more
democratic system within the confines of the 1906 Constitution’, the idea landed
on deaf ears.”! The inherently conservative bureaucracy of the US foreign policy
establishment was slow in adjusting itself to the new realities of Iran. With their
demands consistently rejected by the Shah and his Washington backers, the
moderates reluctantly joined the revolutionaries.

THE GIANT’S BELATED AWAKENING

As the moderates were ignored, the radicalization of the movement accelerated,
the paralysing strikes began, the radicals in the revolutionary coalition gained
more strength, and the movement came to include many classes. In desperation,
but belatedly, the Shah asked Karim Sanjabi, from the National Front, to form a
government. Giving an ambivalent answer, Sanjabi went to Paris to meet with
the Ayatollah.?”> There he defected, forming a de facto alliance with Ayatollah
Khomeini, with whom the National Front had refused to collaborate in the June
Uprising of 1963.

Now, only total bloodshed or a miracle could rescue the Shah. Stubbornly
refusing to share power, in early November he chose General Gholam Reza
Azhari to head a military government. The Shah’s indecisiveness then reached
cataclysmic proportions when he read his own obituary by declaring that
mistakes had been made in the past and that he had ‘heard the voice of the
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Revolution’. Had he truly heard the voice of the Revolution, there would have
been no need to resort to the army. And if Azhari symbolized a new hardline
policy, this was not an opportune moment to apologize. The opposition could
detect signs of weariness in the Shah, signs that were fatal in the one-man system
he had created.

In essence, Azhari’s policy was not much different from Emami’s. To show
his goodwill, Azhari jailed some high officials, weakening what little support for
the Shah there was left among the ruling elite. Azhari’s military government was
a farce, a sheep clothed as a lion. It only made the opposition more belligerent,
the moderates more isolated, and the movement more massive. In a ‘walking
referendum’, on 10 and 11 December the protesters recognized Ayatollah
Khomeini’s leadership and demanded an end to the Shah’s rule, but not to the
monarchy. Too late to save his rule, the Shah could have saved his dynasty by
abdicating or leaving the country. But like all dictators, he was not about to
relinquish power unless forced to do so.

As these momentous events were unfolding, the division within the Carter
Administration intensified. One day before Azhari’s selection, Brzezinski called
the Shah to express support for whatever decision he had to make, including the
use of force.”* But Vance explicitly rejected the use of force. Unable to support
either side, Carter, in late November, sought advice from George Ball. Ball
concluded that to survive, the Shah must ‘immediately cede real authority to a
civilian government’, a recommendation with some merit if implemented sooner
when the opposition was not confident of victory, as it now was.>* Although
Ball’s recommendations had no policy implications, they weakened the
prevalent Washington view that the Shah was invincible. By December, the US
State Department concluded that the ‘Shah’s autocracy was over’, but not his
rule, predicting that the army or the secular opposition were his possible
successors. >

Sullivan, who believed until late October that ‘our destiny is to work with the
Shah’, and who opposed any overtures to Ayatollah Khomeini, changed his mind
after Azhari was selected. He posited a situation in which the Shah and the
military officers would leave Iran and ‘understandings about the nature of a
successor would be reached between the religious leadership and the new,
younger military leadership’.2® He predicted that Ayatollah Khomeini would play
a Gandhi-type role in the transitional period. But Sullivan’s policy of pushing the
United States to the winning side of the Revolution was vetoed by Washington.

Long before Sullivan recommended to contact the Ayatollah, Khomeini was
the movement and the movement was Khomeini. To deal with the movement
was to deal with Khomeini, and to ignore Khomeini was to ignore the
movement. Because of its general policy of not recognizing the Shah’s
opponents, Washington ignored Ayatollah Khomeini, and thus turned its back to
the movement.

As late as 26 December 1978, the Shah still had not given up the idea of
applying force, but demanded a green light from Carter so they would both share
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the compunction of killing the protesters. The US response to the Shah was the
epitome of double-talk, a compromise between the two factions. It indicated that
a civilian government was preferable, and if such a government failed, and only
if the army was disintegrating, should the Shah ‘without delay’ impose a ‘firm
military government to restore order’.’’” How could an army that was
disintegrating establish order? How could the Shah find a miracle prime minister
when most of the opposition had joined Ayatollah Khomeini? As Vance
admitted, this policy was to assure that the Shah would not destroy the army—
whose integrity the United States deemed essential for its interests—in order to
save his throne.

NEUTRALIZING THE ARMED FORCES

Disappointed with Washington for not approving an iron-fist policy, the Shah
turned to Shahpour Bakhtiyar from the National Front, who, contingent on the
monarch’s promise of departure, became prime minister.”® But no one believed
that the armed forces would peacefully capitulate. As Sullivan reported, the
armed forces were determined to move for a ‘massive crackdown’.?® This is why
the Freedom Movement in Iran and Ebrahim Yazdi, an adviser to Ayatollah
Khomeini in Paris, asked Americans to neutralize the army. Such fears were
justifiable because desertion by the conscripts was less than 100 per day,
insignificant for a 450,000-member force, and the armed forces continued to be
the most organized and powerful force in the country.?

Partly because of the division in the Carter Administration, the armed forces
were not effectively used to contain radicalism and reward the voices of
moderation. While the National Security Council hoped to use the army to
demolish the opposition, the US State Department wished to use it to buttress
Bakhtiyar. But neither option was realistic, at least not in late 1978. With
minimal chance of success, the first option would have resulted in blood-shed,
damaging US credibility for years to come. The other would have resulted in
confrontation with the revolutionaries as the army was asked to support
Bakhtiyar, a sure loser: he was unpopular, expelled from the National Front, and
resented by the army for asking the Shah to leave. The armed forces had to be
used to wrest concessions from the revolutionaries, which required an alliance
between the army officers and the revolutionaries, a belated proposal made by
Sullivan and rejected by Washington.

Confused by contradictory statements from his top advisers, Carter sent
General Robert Huyser to Iran, a man who admitted to having heard Ayatollah
Khomeini’s name only in April 1978. Without the Shah’s prior knowledge, he
arrived in Tehran on 5 January 1979. A shroud of mystery surrounds his mission.
Was it, as the British Ambassador, Anthony Parsons, indicates, to prevent the
pro-Shah generals from staging a coup?®' Or was it, as Huyser writes, to prevent
the disintegration of the armed forces, to convince them to support Bakhtiyar,
and to prepare them for a take-over should order collapse?>?
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Perhaps Huyser’s mission was originally designed to satisfy both Vance and
Brzezinski and thus, ‘at once organize and prevent a coup d’état’.>> But in reality,
Huyser prevented the army from staging a coup while the Shah was still in Iran,
even if the chances for the success of such a coup were terribly remote. While he
admits that a ‘Group of Five’, consisting of the hardliners who favoured a
ruthless crackdown of the opposition, was preparing a coup, he instructed Abbas
Qarabaqi, Chief of Staff of the Armed Forces, to meet with Ayatollah
Khomeini’s representatives, Mehdi Bazargan and Ayatollah Hossein Beheshti,
presumably to facilitate the transition of power to the revolutionaries. On 16
January 1979 the Shah left, ‘thrown out of Iran by Huyser’, as General Raba’i
lamented, ‘like a dead mouse’. Soon, many of those Huyser had persuaded not to
leave with the Shah were executed by the revolutionaries. A day after the Shah’s
departure, Huyser once again confirmed the possibility of a coup.’* A few days
later, Huyser ‘asked that he be authorized to inform the armed forces that the
United States would not support a coup’, which Vance rejected.® (This
contradicts Huyser’s version.) The Liberation Movement expressed its gratitude
to the embassy for neutralizing the armed forces.?®

Sullivan, unlike Huyser, was moving in a different direction. He did not share
Huyser’s assessment that the army was capable of staging a coup. Nor did he
support Carter’s policy of supporting Bakhtiyar, accurately predicting that
without Ayatollah Khomeini’s blessing Bakhtiyar would be swept to oblivion.
He told Huyser that ‘we should skip the Bakhtiyar interlude and move on to a
Bazargan government’, and directly negotiate with Ayatollah Khomeini.” He
met with Bazargan and Ayatollah Musavi (representing the ulama) and asked
Qarabaqi to meet them to facilitate a smooth transition of power to the
revolutionaries. He had prepared a list of 100 military officers who would be
asked to leave with the Shah so that, through the good offices of the Freedom
Movement, an alliance between the younger officers and the ulama could be
arranged.® Again Washington, unconvinced of the inevitable triumph of
Khomeini, rejected this proposal, and instead admonished the Ayatollah to
support Bakhtiyar or the armed forces would stage a coup.

Meanwhile, Bakhtiyar’s policies were diminishing the bargaining power of the
armed forces. To win the support of the revolutionaries, he dissolved the SAVAK
and dismissed some hardliners in the army. A notorious hardliner, General
Gholam Ali Oveyssi, left Iran in protest in early January. When General
Manuchehr Khosraudad, Chief of Army Aviation, announced that the army
would not allow the Shah to leave, Bakhtiyar dismissed him. And when
Bakhtiyar, hoping to frighten the opposition, declared that should he fail, the army
would take over, Qarabaqi resigned, arguing that the armed forces should not
intervene in politics. Sullivan then convinced Qarabaqi: to stay.

Equally detrimental to the armed forces was its organizational set-up. To
eliminate any possibility of a coup, the Shah had forbidden any collaboration
among the various branches of the armed forces and had weeded out all but the
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most obedient officers. Thus, with the Shah in exile, the armed forces were
paralysed and demoralized.

While the army and Bakhtiyar were neutralizing each other, and Sullivan and
Huyser were restraining the hardliners in the army, on 1 February 1979,
Ayatollah Khomeini triumphantly returned to Iran. Soon, he appointed Mehdi
Bazargan to head the provisional government. A week later, a violent
confrontation took place between the 30,000-man Imperial Guards and the
mutinous air force technicians, who were aided by the guerrilla organizations.
The Imperial Guard was defeated, the revolutionaries confiscated thousands of
their weapons, Bakhtiyar went into hiding and the armed forces declared their
neutrality.

The attack on the Imperial Guard was not blessed by Ayatollah Khomeini,
who did not wish to see the population armed. Nor did it benefit the forces of
moderation. After weeks of secret negotiations by the Council of the Islamic
Revolution (created by Ayatollah Khomeini to supervise the transition of power
to the revolutionaries), the plan was that the armed forces would peacefully
declare their neutrality, in which case their chances of playing a moderating
force in the post-revolutionary era would have been relatively high.>® But the
offensive action of the Imperial Guard led to the forced neutrality of the armed
forces and their eventual disintegration. Here was a case where the extreme
right, the most fanatical royalists, unintentionally diminished the bargaining
power of the armed forces. With a demoralized armed forces, the moderates now
had even less chance of success in revolutionary Iran. A day after the
neutralization of the army, the White House called Sullivan to give the army a

green light to stage a coup. Sullivan gave ‘a colorful, but unprintable, reply’.*

US FOREIGN POLICY AND THE CONSOLIDATION
OF THE FUNDAMENTALISTS

Having placed itself on the losing side of the Revolution, the United States found
itself isolated, friendless and relatively powerless in revolutionary Iran. Although
it maintained contacts with Bazargan’s Provisional Revolutionary Government,
Washington knew little about the new personalities who dominated Iranian
politics. With the monarchy dismantled and the armed forces and SAVAK
disintegrated, the United States lost the three channels through which it had
traditionally influenced Iranian politics. Now, the divisions within the Carter
Administration had eased somewhat, as the State Department, whose analyses
were often more accurate than those of the National Security Council,
established its control over policy toward Iran. But bickering among policy-
makers persisted as they blamed each other for the ‘loss of Iran’.

In Iranian eyes, Washington’s total support for the Shah in the previous
decades turned the United States into a suspected enemy of the Revolution.
Washington did little to change this perception: to show its goodwill,
Washington could have recognized the Islamic Revolution and Khomeini’s
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leadership, admitting its illegal campaign to overthrow Mossadeq’s government
in 1953 and its consistent interventions in Iranian affairs during the Shah’s rule.
But it refused to do so.

Although the Shah was overthrown, he was still influential in Washington.
The Pahlavis and their powerful American friends, including the Rockefellers
and Henry Kissinger, were determined to prevent the resumption of friendly
relations between the two countries, believing that such a move would help
institutionalize the Revolution.

The impact of US policy on Iranian politics was much more profound during
the revolutionary movement than after the Shah’s fall. In fact, the United States
did not have a coherent policy for revolutionary Iran: it simply reacted, and not
always wisely, to a series of events it neither understood nor controlled.
Recognizing its limited power in revolutionary Iran, Washington decided it
would neither fully support the Provisional Revolutionary government nor
recognize the fundamentalists. Thus, it alienated both.

US policy may have been to move cautiously by not directly interfering in the
ongoing power struggle, leaving open the option of developing relations with
whoever emerged victorious. A prudent strategy, the problem was that
Washington could not quickly identify the winner of the Revolution. Therefore,
even if the liberal, pro-western government of Bazargan had become the recipient
of generous US support, which it was not, the outcome of the post-revolutionary
power struggle would not have been drastically different. In the most likely
scenario, the victorious fundamentalists would have given more concessions to
the moderates.

Even before the Shah’s fall, the overwhelming power of militant Shi’ism was
clear; with Ayatollah Khomeini’s return, this reality could no longer be ignored.
But Washington did precisely that. Most tragic was the lack of a serious dialogue
with the ulama. During the revolutionary movement, Washington initiated no
major contacts with the ulama: Vance first vetoed and then approved Sullivan’s
request to contact them. Sullivan claims that he contacted the ulama only once in
late 1978.%! In the revolutionary era, the same policy continued.

A major handicap of the policy-makers, as of the academic experts, was their
conceptual crisis about, or their myopic vision of, the role of religion in the
modern world. The dominant paradigm was that once the revolutionary hysteria
subsided, the ulama would return to their mosques and seminaries. Just about
every group or class, but the ulama, were designated as possible inheritors of the
Peacock Throne. They were all wrong.

In revolutionary Iran, the Shi’i fundamentalists, unlike the Shah who relied on
US support to consolidate his power, used anti-Americanism to solidify their
position. In the power struggle, the secular and Islamic nationalists and the
fundamentalists were the principal competitors. While the Bazargan government,
the representative of the nationalists, was restoring order, the fundamentalists
were building new institutions. Like Mao’s ‘mass line strategy’ of first
conquering the rural areas and then surrounding the cities, the fundamentalists
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first established their domination over the new revolutionary institutions and then
suffocated their opponents. In less than six months, they created a powerful
miniature state with a strong militia that was independent of Bazargan’s
government: The Islamic Republican party was its brain, the Revolutionary Courts
its judicial branch, the Komites its district police, the Revolutionary Guard its
army, and the Bonyad-e Mostaz’efin (former Pahlavi Foundation) its source of
income. The fundamentalists were also supported by Ayatollah Khomeini, who
appointed to every sensitive post his trusted lieutenants.

Having demolished a regime perceived as subservient to the United States, the
revolutionaries were determined not to compromise Iranian independence at any
cost. Bazargan’s failure symbolically or qualitatively to modify the nature of the
US-Iranian relationship gave some credence to the notion that he was continuing
the Shah’s policy, which was a recipe for disaster. Bazargan’s government hoped
to improve bilateral relations. It asked Washington to ship previously purchased
arms and military spare parts to Iran, to sell new spare parts and to share
intelligence on opposition to the Revolution.*?> Bazargan opposed annulling all
bilateral treaties and dismissal of all US advisers.

Although Bazargan was the head of the state, real power resided in the
revolutionary institutions which were controlled by the fundamentalist ulama.
This is why Bazargan, aware of the role played by the fundamentalists, referred
to his government as a ‘knife without a blade’. Amir Entezam, Bazargan’s
deputy, informed the embassy that ‘Ayatollah Khomeini, the Komites, and the
Pasdaran were campaigning against the government’.*> The embassy verified
Entezam’s analysis: ‘Bazargan is overshadowed by the ulama establishment
which is extending its authority into new areas, which is giving direct orders to
government ministers nominally under the PRGI (Bazargan’s government)
control’.** A successful US policy required recognition of this fact, which in turn
demanded acceptance of Khomeini’s leadership.

Reason, therefore, dictated the imperative of direct talks with Khomeini,
without whose blessing the other ulama could not have been contacted. Finally,
through the mediation of Bazargan, about six months after Ayatollah Khomeini’s
return to Iran, there was to take place a meeting between Ayatollah Khomeini
and US representatives. There was even talk of inviting some prominent ulama
to a religious conference in the United States. Bazargan was also prepared to
accept the new US Ambassador designate, Robert Cutler. In May 1979 the US
Senate passed a resolution condemning summary executions in Iran, including the
killing of a Jewish millionaire, Mr Sabet Pasal. Considering this legislation to be
an interference in its affairs, Iran announced that Cutler was no longer welcome,
and Ayatollah Khomeini’s office cancelled the arranged meeting with the US
representatives.*

Despite all of these problems, until November 1979, the US policy toward Iran
had not become a national issue. The fundamentalists did not desire to
antagonize a superpower. When, under pressure from Henry Kissinger and David
Rockefeller, Carter agreed to allow the Shah to come to the United States for
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medical treatment, it created paranoia and a hysterical anti-American climate in
Iran, renewing the memories of the 1953 coup. Eleven days after the Shah’s
admission, three days after Bazargan’s meeting with Brzezinski in Algeria, the
Students Following the Line of the Imam (SFLI) attacked the US embassy and
took its personnel hostage. At first, Ayatollah Khomeini did not enthusiastically
support the take-over, but soon, recognizing its potential benefits, called it
‘Iran’s second Revolution’. He was right. The hostage crisis became a catalyst for
the total victory of the fundamentalists who deftly exploited it to traduce and
weaken the moderates, to pass a new constitution, and to emerge as champions
of anti-imperialism in a country where such a reputation often leads to success.
An astute Muslim diplomat informed the US Secretary of State Vance in the
early days of the crisis that ‘you will not get your hostages until Ayatollah
Khomeini has put all the institutions of the Islamic Revolution to practice’.*
Beneficial for the fundamentalists, the crisis proved costly for Iran.

The first victim of the crisis was Bazargan, who demanded the unconditional
release of all the hostages. Ignored by the SFLI, he resigned. The next victims
were the nationalists and reformist ulama. With Hojatolislam Kho’einiha, one of
the spiritual leaders of the SFLI, as the Imam’s Representative on national radio
and television, the fundamentalists skilfully made opposition to Ayatollah
Khomeini tantamount to collaboration with the United States. Selectively, they
released the documents they had captured from the embassy to defame the
moderates, often accusing them of collaboration with SAVAK and being
American spies.

Carter’s policy during the crisis was inconsistent. Granting sanctuary to the
Shah was justifiable on humanitarian, not political, grounds. But once the dying
Shah was admitted, Carter’s decision to deport him was morally indefensible and
politically suicidal. It made the SFLI more belligerent, exposed Carter’s
weakness, and prolonged the crisis.

Nor did a range of other measures have any effect. Carter froze Iranian assets,
imposed economic embargoes, severed relations with Tehran, and applied
diplomatic pressure. With virtually no influence among the new elite in Iran, he
depended on intermediaries, who sometimes pursued their own selfish interests.
All of Carter’s measures augmented Ayatollah Khomeini’s popularity and kept
his supporters hysterically excited. Ayatollah Khomeini turned the crisis into a
confrontation with ‘US imperialism’, intensifying his ideological denunciation of
the Great Satan. The sensational coverage of the crisis by western media made
the realization of this task easy and costless. Richard Cottam quotes Saddeq
Qotbzadeh, one of Ayatollah Khomeini’s closest advisers, as saying that one of
Ayatollah Khomeini’s objectives was to shake the United States to accept Iran’s
sovereignty and independence and to awaken Iranians to the USA’s limited
power. ¥

The Iraqi invasion of Iran on 22 September 1980, in the midst of the hostage
crisis, was a blessing in disguise for the fundamentalists. They insisted that the war
was a part of the American conspiracy to destroy the Revolution. As the war
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continued, the Pasdaran gained war experience and the chances for a coup
diminished as the armed forces were now preoccupied in the fronts. On the
pretext of emergency, the government suppressed the opposition. And because of
the shortages resulting from US economic embargoes and the war with Iraq,
essential goods were rationed. The local mosques became centres for distributing
the ration cards, placing the ulama at the helm of a massive distribution network.

As diplomatic initiatives proved futile, the United States made an aborted
military rescue attempt in April 1980. But in the first part of the operation, three
of the eight helicopters malfunctioned, forcing the commander of the operation
to abort the mission.*® This further solidified the fundamentalists’ position. The
decision by the Iranian air force commander to explode one of the abandoned
helicopters, which allegedly contained information about the mission, coupled
with the amazing ease with which the Iranian air territory was penetrated,
increased the suspicion that the United States was investigating a coup.
Consequently, the government began further purges in the armed forces. In June
and July, it uncovered two coups: hundreds more were arrested and imprisoned,
and the National Front, implicated in the coups, was suppressed. Some 4,000
state bureaucrats and between 2,000 and 4,000 personnel of the armed forces
were purged in a few months.*’

By September 1980 the fundamentalists were securely in power: they passed a
constitution that legitimized theocracy, they controlled the Majles, the judicial
branch and the Cabinet, and check-mated most of their opponents. As the
hostage crisis was no longer beneficial, two days before Reagan’s inauguration,
the Majles approved the Algers Agreement, and a few hours before Carter left
office on 21 January 1981, the hostages were freed.

The fundamentalists portrayed the Algerian Accord as a victory for the
Revolution. Speaker of the Majles, Ali Akbar Hashemi Rafsanjani, argued that it
proved that a Third World nation can challenge the world’s mightiest power.

We demonstrated that the decision is with us. When we desired, we talked.
When we desired, we remained silent; we got every-thing we wanted. If
the hostages had not been taken, the person of the Shah would perhaps still
be alive and the focal point of the opposition. Either they killed him, or he
died from sorrow; at least, his death came prematurely.>°

By the end of the hostage crisis, President Bani Sadr was the only effective
source of opposition against the fundamentalists. Having more titles than power,
he too was pushed into oblivion.

CONCLUDING REMARKS

The Shah can blame no one but himself for what happened, for he lacked that
precious ‘consummate statecraft’ Tocqueville considers essential if a king is to
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have ‘his throne when after a long spell of oppressive rule he sets to improve the
lot of his subjects’.>!

In significant ways, the Islamic Revolution was the manifestation of the desire
of the lower classes to participate in the political process. It has energized such
forces throughout the Islamic World, particularly in areas with a considerable
Shi’i population. The United States should readjust its policy to this reality by
facilitating the entry of such forces into the political process.

One lesson from the United States’ encounter with the Islamic Revolution is
that US foreign policy institutions have not developed any coherent mechanism
for dealing with revolutionary change in the Third World. In fact, the Iranian
experience clearly demonstrated that US foreign policy has an inherently
conservative bias toward supporting those in power and an institutional inability
to adjust quickly to revolutionary change in the Third World. Because there is a
high potential for revolutions in the Third World, the Islamic Revolution will not
be the last one that the United States will confront. To oppose revolutions,
therefore, is to move against the inevitable trend of the future. Once revolutions
are made, they must be allowed to develop according to their own logic:
derailing or suppressing this natural process only radicalizes revolutions, giving
them a special mystique. Thus, US policy must move along with revolutions
rather than directly confront them. Through prudence and compassion,
revolutions can be turned into a somewhat manageable enterprise.

Vacillation is devastating to cunning diplomacy during moments of crisis.
Unprepared to support the Shah unconditionally, unable to pressure him to share
power and unwilling to strengthen the moderates in the revolutionary movement,
Washington also failed to recognize the immense power and popularity of the
fundamentalist forces in the post-Shah era. For this vacillation and ignorance,
Washington was criticized by the royalists, the moderates, and the
revolutionaries. This is the price of indecisiveness.

Finally, whatever verdict history may pronounce on its accomplishments and
shortcomings, the Islamic Republic is now institutionalized. It took the United
States sixteen and twenty-two years to recognize the reality of the Russian and
Chinese revolutions, respectively. This need not be the case for Iran’s Islamic
Revolution, one of the most popular revolutions of our time.
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Chapter 10
Gorbachev’s ‘new thinking’ and Islamic Iran:
from containment to reconciliation
Mohiaddin Mesbahi

Iranian foreign policy in the 1980s was driven by the fundamental challenge
facing the new-born republic, namely the war with Iraq. Unlike revolutionary
regimes in other parts of the Third World which are mainly faced with the
counter-revolutionary dynamics of civil war variety, the Islamic Republic, after
the short euphoric period of its early days, not only was faced with a continuous
myriad of domestic problems, but also was forced to confront a major outside
challenge when the Iraqi forces crossed the Iranian border and occupied Iran in
September 1980. Three organically interrelated dynamics dominated the
conceptual framework in which Iranian foreign policy was constructed: the
survival and consolidation of the regime, safeguarding the territorial integrity of
the state and the pursuit of the elusive yet permanent objective of the export of
Islamic revolution beyond the Iranian border. A historically passive state that at
its worst (under Qajar and Pahlavi rule) reflected the extreme forms of
dependency and at the best selective moments of its history (during the Amir
Kabir and Mosaddeq eras) preached ‘negative equilibrium’ (movazene-ye manffi),
now disrespectful of its geopolitical history and traditions, opted for an activist
independent foreign policy. This policy was designed not only to release it from
traditional barriers, but also to make it the harbinger of a new regional order.

The conduct of the war with Iraq, especially after June 1982, became the main
instrument by and mechanism through which the complex dialectics of Iran’s
policy objectives evolved and matured. Precisely for the same reasons, the war
and its implications became the primary factor in shaping the policy of the
international community and more specifically, the policies of the superpowers
and the regional actors toward Iran. The tightly negotiated geostrategic context
of Iran as a state, that is the sensitivity of its geographical significance as the
buffer between the Soviet Union and the Persian Gulf, now had the unorthodox
and significant added dimension of possessing a revolutionary ideology with
seemingly unlimited and immediate potential for outward expansion and
influence.

The image of an Iran-centric Islamic order in the Persian Gulf became the
contextual mind set surrounding the policy-making process towards Iran since
the 1979 Revolution. Regardless of geopolitical positions, ideological
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differences and policy objectives, states with disparate ideological make-up such
as the United States, the Soviet Union, Saudi Arabia, Israel and Iraq, shared the
nightmare of an Islamic onslaught spearheaded by an Iranian victory in the war
against Iraq. The shared objective for the active containment of the Iranian
Revolution through elimination or domestication, became the conceptual rally
flag of an implicit/ explicit international coalition against Iran.! The sources of
Iranian isolationism, the ‘Pariah State’ status of Iran, thus, has to be found in the
natural tendency of an unorthodox state determined both to survive and to
prosper, through the promotion of the idea of permanent revolution at home, and
especially abroad against the insurmountable structural impediment of its
geopolitical confinement. The ‘imposed war’ thus consumed both Iranian policy
towards the outside world and the world’s policy towards Iran. Soviet—Iranian
relations were not an exception to this rule, as the war shaped the perceptions and
dominated the policies of both.

Twice in the decade of the 1980s, Soviet leaders were faced with the most
complicated regional conflicts of the post-war era, where Soviet policy
objectives and interests were severely tested and in many respects undermined.
Iraq’s invasion of Iran in September 1980 and its invasion of Kuwait in August
1990 could not have happened at a more inopportune time for Moscow. In both
cases, Soviet regional interests were complicated, if not undermined, and its
global position weakened. The final verdict as to the consequences that upheaval
in the Persian Gulf during the past decade has had on the balance sheet of the
Soviet position in the region remains to be made. What is clear is that the two
fundamental objectives of the Soviet Persian Gulf policy, namely the stability of
Soviet borders and the elimination or reduction of the US presence in the region
have, more than at any other time in recent decades, remained unfulfilled.

The traditional and structural dependency of the region on the western world,
while weakened under the initial shocks of the Iranian Revolution, found a new
life as the result of the two Persian Gulf Wars. The two successive conflicts were
the catalysts for and the mechanism of the reinforcement, and justification of the
US presence in the region. The irony of the Soviet policy was that it reluctantly
and sometimes willingly contributed to the enhancement of the US position and
the weakening of its potential barriers, namely Iran and Iraq.

This chapter will briefly address the evolution of Soviet policy towards Iran
between 1980 and 1988, by focusing on the fundamental issue in the relationship
—namely the Iran-Iraq War. The chapter will then discuss the dynamics of
reconciliation and rapprochement between Gorbachev’s Soviet Union and
Islamic Iran in the post-cease-fire era. Finally, the future of the Soviet-Iranian
relationship and its role in the security of the Persian Gulf will be discussed
within the context of the Iraqi invasion of Kuwait, and the emerging realities of
the Persian Gulf.
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FROM NEUTRALITY TO CONTAINMENT 1980-8

Soviet perceptions and policy towards the war were fundamentally dominated by
some key considerations. First, the long-term Soviet objective of diminishing the
US role in the Persian Gulf was dealt a severe blow, as the war provided the
justification and impetus for an enhanced American presence in the region.’
Second, over-shadowing the Arab-Israeli conflict as the traditional vehicle of
Soviet influence building in the region, the war had also under-mined Arab
unity, dividing it into pro-Iraqi or pro-Iranian alliances. Third, the war had
presented Moscow with the unpleasant and unnecessary task of choosing sides
with either Iran or Iragq. While Soviet diplomatic flexibility provided some
manoeuvrability, Moscow was unable to remain neutral or maintain an equally
beneficial relationship with both belligerents. Fourth, the war from the Soviet
perspective was a key factor in the consolidation of the conservative clergy in
Iran and the elimination of the political atmosphere that would have allowed the
Soviet Union to influence the orientation of the Iranian Revolution. Finally, the
war was a symbol of Iranian determination to export its Islamic Revolution
beyond its border. If victorious, Iran would presumably have become the centre
for a new Islamic order that could have dominated the Persian Gulf and
endangered Soviet interests and security in Afghanistan and Central Asia.’
Soviet displeasure with Iran, its shift from neutrality to containment, especially
after 1982, and its support for Iraq, were fundamentally driven by its desire to
put an end to the war as a mechanism of ideological and security threats to
Soviet domestic and regional interests.

Soviet policy toward the Iran-Iraq War* has roughly gone through four
overlapping, yet distinctive periods. The first period between 1980 and 1982
where Moscow pursued a policy of ‘strict neutrality’; the second period, a policy
of ‘active neutrality’, which witnessed a gradual but definitive shift toward Iraq,
carried out between 1982 and early 1986; the third stage of Soviet policy,
coinciding with the ascendancy of Mikhail Gorbachev to power, witnessed a
dramatic shift in Soviet policy of supporting Iraq and ‘active containment’ of
Iran, a period which started in mid-1986 and lasted until the acceptance of the
August 1988 cease-fire by Iran.

The final (and current) phase is a period in which ‘active reconciliation’ has
been taking place in overall Soviet-Iranian relations. The era of reconcilation is
obviously the most significant period in the contemporary history of Soviet-
Iranian relations, and will be the focus of substantive discussion later. A brief
discussion of the main factors behind the evolution of Soviet policy from
neutrality to containment (1980-8), however, will be analytically useful for the
understanding of the new phase of Soviet-Iranian relations.’

The key factor that has primarily shaped Soviet policy towards Iran is the
ideological make-up of Iran’s post-revolutionary regime, and its external
ramifications for the Soviet position and concerns. Iran, especially after the 1979
Revolution, has been the major strategic prize.® Moscow hoped that the
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opportunities presented by the removal of US influence in Iran could be
exploited, primarily by directing Iran’s internal political dynamics towards the
emergence of a regime that would be able to develop a strategic relationship with
Moscow. The uncertainty of the two initial years of the Iranian polity, the intense
political struggle waged between different groups—the armed ‘left’, the
‘liberals’ and the ‘radical’ trends within the Islamic forces, and so on—Ileft open
the possibility for Moscow to presumably play the role of mentor influencing the
ultimate outcome of this complex struggle or picture.

From the Soviet perspective, the ‘liberals’, or to use Yevgeni Primakov’s
label, the ‘national bourgeoisie’,” were the main political force that would have
paved the way for the return of American and western influence. Their
elimination, therefore, was the primary objective for Moscow and its main
political instrument in Iran, the Tudeh Party, during the first two years of the
revolution. The Tudeh Party’s support for the regime and its war effort in the
initial stages of the Iran-Iraq conflict, coincided with intense support for the
‘petty bourgeois Islamic’ forces in the revolutionary establishment and the
campaign to eliminate all vestiges of the ‘liberals’ political influence in post-
revolutionary Iran. In fact, Tudeh’s propaganda campaign, which was conducted
through its various organs, public meetings and publications, including Nameh
Mardom (the party’s main organ), heavily influenced the theoretical debate on
the political dangers presented by the ‘liberals’. The Tudeh propaganda was a
major contributing factor in making the word °‘liberals’ one of the most
stigmatizing and effective political jargon in post-revolutionary Iran.’

Soviet theoretical assessments indicated Moscow’s projection that after the
elimination of the ‘liberals’, in the subsequent ensuing struggle between the
‘conservative’ (the clergy) and the ‘radical’ (the more secular Islamic trends)
factions of the ‘petty bourgeois Islamic’ forces, the radical faction, with the
Tudeh’s assistance, would prevail. The future orientation of the Iranian
Revolution, according to this scenario, would then have been along the lines of
the Middle Eastern version of ‘democratic revolutionary’ states of the Algerian
variety. In a non-fundamentalist and more secular, though Islamic Iran, Soviet
geopolitical proximity and reach, combined with a powerful pro-Soviet
communist party (the Tudeh), would have created a sustainable base for long-
term influence in Iran and the Persian Gulf. Such a scenario would have eased
Soviet problems in Afghanistan and Central Asia and would have strengthened
Moscow’s hand in bringing the Iran-Iraq War to a desirable end.

The ascendancy and consolidation of the so-called ‘conservative petty
bourgeoisie’ (the clergy) in Iran represented a major ideological set-back for the
Soviet Union. Confined in their neatly organized Marxology, the Soviets had
overlooked the complexity and interdependence of the different trends within the
Islamic forces. Moreover, the Soviets had underestimated the power and the
resilience of the clergy, its place in Iranian political culture, and the unique role
of Ayatollah Khomeini in bringing together and personifying both the ‘radical’
and ‘conservative’ trends.
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The Soviet political and ideological set-back was compounded by changes in
the military balance of the war. Iran’s successive military victories in March-
May 1982 had broken the war of stalemate and pushed the Iraqi troops out of most
of the occupied Iranian territory. Iran’s decision to take the war inside Iraq, and
its maximalist war objectives for the removal of Saddam Hussein, was a political
turning-point that contributed to the Soviet policy shift in favour of Iraq, the end
of neutrality and the beginning of the Soviet containment of Iran. The Iranian
decision to continue the war was the most critical decision made in the short
history of the new republic, one which from the Soviet perspective, was the direct
result of the conservative ideological shift in Iran: a ‘right-wing’ shift, that
according to top Soviet analyst Yevgeni Primakov, was a direct result of the
continuation of the war with Iraq.® As a result, Iranian anti-Americanism had not
led to an ideological rapprochement with the Soviet Union, as the Iranian Islamic
ideology, presenting itelf as a ‘third force’, continued to denounce both
superpowers. !0

Soviet support for Iraq took a qualitative push with the ascendancy of Mikhail
Gorbachev to power in the Soviet Union. Moscow’s new foreign policy priorities
and perspectives in putting an end to the regional conflicts, the withdrawal from
Afghanistan, the new US-Soviet understanding—especially towards Iran—the
growing Soviet ‘Islamic problem’, and finally the real fear of an Iraqi collapse
after the Iranian victory at Faw in 1986, were key elements in the new level of
Soviet involvement in the war and the beginning of its active containment of Iran.

The necessity of Iran’s containment was equally shared by the west, thereby
making support for Iraq universal. While Iraq was the recipient of significant
quantities of arms from the west, it was the Soviet package that made the
difference. The substantial qualitative and quantitative military support given to
Iraq under Gorbachev was a key factor in Iraq’s superiority over Iran in the war,
thereby forcing Iran’s acceptance of the cease-fire in 1988. Unable to reach a
rapprochement with Tehran, Soviet policy had instead successfully contributed
to the active containment of Iran.

ACTIVE RECONCILIATION: THE ERA OF
DEIDEOLOGIZATION, 1989

Soviet-Iranian relations in the post-cease-fire era witnessed the most far-reaching
reconciliation efforts by both sides in over seven decades. Several domestic and
external factors that simultaneously emerged in both the Soviet Union and Iran
contributed to the beginning of a new era in the relationship. The end of the Iran-
Iraq War, the Soviet withdrawal from Afghanistan, the domestic requirements
for the reconstruction of a war-torn economy in Iran, Soviet perestroika, and
finally Gorbachev’s main foreign policy innovations of deideologization of inter-
state relations were among the key factors that contributed to the new opening in
Soviet-Iranian relations.
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The eight-year war between Iran and Iraq, as the Soviets have repeatedly
observed, was a major impediment against improving relations with Iran.
Moscow found it impossible to maintain a substantively friendly relationship
with Tehran during the war. Soviet diplomacy during the war in spite of its
flexibilities remained inadequate in overcoming fundamental differences
between Moscow and Tehran. Soviet support for Baghdad was also the key factor
in shaping Iranian attitudes toward the Soviet Union. The significance of Soviet
support of Saddam Hussein had heavily constrained Iranian diplomatic ability to
improve relations with Moscow. With the cease-fire, and in spite of the
continuous state of ‘no war no peace’ between Iran and Iraq for more than two
years, both Moscow and Tehran were released from the straitjacket of the war.

Gorbachev’s decision to withdraw from Afghanistan and the timely
implementation of the withdrawal was another key development especially
significant for Tehran to justify a new opening to Moscow. Both for ideological
and security reasons, Tehran had strongly opposed the Soviet invasion of
Afghanistan. Not only was the Soviet Red Army slaughtering the Muslim
Mujaheddin, but also the Soviet occupation rekindled the long-standing fear of
Soviet southward expansion and warm-water port aspirations. Moreover, the
Soviet invasion of Afghanistan had undermined the Iranian Revolution by
becoming a vehicle of political power projection by the United States and its
conservative allies, especially Saudi Arabia. Fighting Soviet Communist
expansion in Afghanistan through the support for the Mujaheddin provided
the United States and its allies with the ability to project influence; the anti-
Sovietism of the Afghan cause had to some extent over-shadowed the impact of
anti-Americanism generated by the Iranian Revolution. The Soviet withdrawal in
1989 was, from Tehran’s perspective, the prerequisite for an ultimate solution to
the Afghanistan dilemma and a necessary step toward the normalization of
relations with the Soviet Union.

The revolutionary changes both in Soviet domestic and foreign policies,
especially Gorbachev’s ‘new thinking’, and the more subtle though significant
changes in Iran, provided the conducive structural context within which other
positive trends in bilateral relations could develop. While the Soviet political and
economic domestic transformations resulting from glasnost and perestroika
attracted Iranian attention, it was Gorbachev’s ‘new thinking’ in foreign policy
that, from Iran’s perspective, provided the ideological climate for Soviet-Iranian
reconciliation.

Moscow’s ‘deideologization’ of inter-state relations, its replacement of ‘class
struggle’ and ‘proletarian internationalism’ by the supremacy of ‘common
human values’ and ‘profitable foreign policy’ was especially welcomed by Iran.
As a neighbouring state with a long history of Marxist-Leninist activity, Iran has
been historically suspicious of Soviet ideological aspirations and designs.
Dramatic reforms inside Soviet society combined with changes in Eastern
Europe and the Soviet withdrawal from Afghanistan, convinced Tehran that
Soviet doctrinal changes in foreign policy have gone beyond rhetorical
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declarations and limited revisionism, representing a fundamental change in the
intellectual and ideological framework of Soviet foreign policy. In a key lecture
delivered in one of the largely attended Friday prayer sermons after his return
from the Soviet Union in June 1989, Hashemi Rafsanjani articulated the key
points contributing to a change in Soviet-Iranian relations:

At the beginning of the revolution the Soviets supported the leftists in Iran,
which was an obstacle to friendship. Soon afterwards they occupied
Afghanistan. We were not prepared to accept the occupation of
Afghanistan under any price. We felt Afghanistan’s case was moving
towards warm waters from a geographical point of view.... These
obstacles caused the Soviets to support Iraq in the war, therefore, our
relations with the Soviets remained gloomy. Recently the situation has
changed, and that change took place in Russia, not in Iran. Iran is going its
way and will continue to do so. Russia removed these obstacles. First, it
evacuated Afghanistan, which was its first demand. And, second, it
decreased support for the leftist and Marxist trends [in Iran]. The global
homeland thesis, which ruled before Gorbachev, was removed from
Marxist thesis.... The idea of being the big brother to the neighbors was
thrown out of the Kremlin Palace.... Also within the Soviet Union, they
removed pressures from the people. The religions under pressure
experienced freedom...of course this is still the beginning; they have far to
go to reach the end, but the people felt some kind of relaxation. This was
one of our problems in the past. This combination prepared the grounds for
a new situation for Iran with its northern neighbor.!!

While Rafsanjani was careful to contribute the reasons behind the improved
relations to changes that ‘took place in Russia, not in Iran’, there were subtle, but
significant, changes in Iran’s position that were essential in complementing the
changes in Soviet behaviour. First and foremost, the war had come to an end.
This was not an ordinary development. The prosecution of the ‘imposed war’
was critical to both the self-image of the new republic and its fundamental
foreign policy mission in exporting the revolution. The end to the hostilities now
presented Tehran for the first time with the crucial question of ‘what is next’,
both in terms of domestic development and foreign policy approaches. The old
debate between the proponents of the nazariyeye atashfeshan (the volcano
theory) and ummo al-gora (model building) which had been shelved since 1980,
now made a real comeback. This debate was much more serious since it now
lacked the esoteric and emotional atmosphere in which it was waged in the early
1980s. An emotionally and economically exhausted country, coming out of the
severe punishment of ten years of containment, had to tackle the real world
problems of economic reconstruction and the pursuit of national interests in a
less stable and secure regional environment. While the conceptual debate over
the future course of Iran has been a continuous process and its complexity prohibits
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a definitive prediction, the post-cease-fire period had witnessed the gradual
intellectual and political ascendancy of the supporters of the ‘model building’
theory and therefore, construction of the ‘Islamic Republic in one country’.

The corollary to this distinct inward move was, as in the Soviet case, a
simultaneous ‘deideologization’ of Iran’s foreign policy and the pursuit of an
active anti-autarkic diplomacy. Iran’s subtle version of ‘deideologization’,
though not as pronounced or articulated as the Soviets’, was identical in some of
its domestic and external sources. As the Soviets had realized the necessity of a
theoretical reformulation of Leninist anti-imperialism as a precondition for
international confidence building and breaking the US-led containment, Iranian
leaders also felt that a rejectionist foreign policy based on the idea of mechanical
export of their Revolution was not only counterproductive but also detrimental to
the health and future of Revolution at home and abroad.

The significance of Iran’s ideological reassessment cannot be overstated.
During the key diplomatic developments between the Soviet Union and Iran, the
pivotal role of this ‘deideologization’ was repeatedly recognized by the leaders
of the two countries. Ayatollah Khomeini’s letter to Mikhail Gorbachev in
January 1989, a letter which without a doubt is one of the most important
documents in the history of the two countries’ relations, was in fact clear
acknowledgement of the supreme role that reforms in the Soviet Union and
especially Gorbachev’s revisionism had played in changing the Iranian
perception and more significantly Khomeini’s perception of the Soviet Union.

In his letter of January 1989 to Gorbachev, Ayatollah Khomeini congratulated
the Soviet leader for his courage in dealing with the realities of the contemporary
world and his ‘boldness’ (gostakhi) in the ‘revision’ (baznegari) of Soviet
ideology; developments that, Khomeini argued, ‘seem quite likely to disrupt and
revolutionize the dominant balance of interests around the world’.!> Reflecting
apparently on Gorbachev’s concern over the moral decay in the Soviet society
and the role it played in creating the ‘braking mechanism’!? in the Soviet Union,
Khomeini reminded Gorbachev that Marxism cannot provide the answer ‘as it is
based on doing away with God and religion which has certainly dealt the heaviest

and biggest blow to the Soviet Union’.'*

Today Marxism and (Marxist) economic and social method have reached a
dead end.... It is clear to all that, from now on, Communism should be
sought in the museums of world political history. Marxism has no answer
to any of the real problems of human beings. It is a materialistic ideology
and it is not possible to save humanity through materialism from the crisis
of lack of conviction in spirituality which is the most fundamental ailment
of human society in the West and the East.

While the letter remains preoccupied with Khomeini’s discussion on the
necessity of Soviet attention to Islam as an ideology, the tone of the letter is
conciliatory, not combative or politicized. It rather reflects a deliberate attention
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to the long and rich intellectual tradition of Islamic heritage—open scholarly
dialogue (mobaheseh). Khomeini’s image in the letter is not the reflection of an
impatient ideologue determined to convert through propaganda (tablighat), but
of a confident philosopher ready to open a dialogue anywhere with a wise
materialist, even in his own sacred seminary in Qom. The letter’s symbolism was
not lost in Iran. Many compared it to the delegations and diplomatic letters of the
Prophet sent to other leaders in early Islamic rule.!> Others reflected on Imam
Ja’far Sadeq’s (the sixth Imam of Shi’i Islam) open debate with a knowledgeable
materialist (alem-e dahri) in a mosque. These historical images had always been
a favourite reference among the proponents of ideological tolerance in Iran.'6
Khomeini’s concluding remarks did not leave any doubt that Iran now
considered a new opening with the Soviet Union a worthy objective: ‘and in any
case, our country, as in the past, believes in and respects, good neighborliness
and mutual relations’.!”

Ayatollah Khomeini’s letter to Mikhail Gorbachev was, as Edward
Shevernadze observed, ‘a turning-point’ in Soviet-Iranian relations. The letter
signified the fact that the new opening in Moscow-Tehran relations had the
approval from the highest authority in Tehran, the leader of the Islamic
Revolution. Ayatollah Khomeini’s personal involvement in initiating the new era
not only was an unequivocal message to the Soviets on the seriousness of the
Iranian overture, but also was equally crucial in legitimizing the move in Iran, a
point which was reaffirmed by Rafsanjani, immediately after his trip to Moscow
in June 1989:

Of course the letter was the Imam’s own personal initiative. The decision
to write the letter was made by the Imam, and at the end he wrote what he
wanted. If these issues were not resolved then, there would have been talk
[harf]. Now, after the letter what happened? The Imam received the Soviet
foreign minister, when he was not prepared to accept any other
foreign minister. This is firm proof [dalil-e gate’e] that his eminence the
Imam created the path.'8

‘And when the issue of my visit came up,” Rafsanjani continued,

I went to him and said the visit is becoming serious. Do you agree with it?
His eminence replied, ‘Yes, I am in agreement. Go and make your
relations friendly.” These were the exact words of the Imam himself....
And fortunately a correct picture [tasvir-e Sahihe] of our ‘No East No
West’ thesis was formed so the satans later on don’t criticize us by saying
that the ‘No East No West’ line had been broken. !

Rafsanjani’s remarks pointed to perhaps the most critical ramification of the
1979 Revolution for Iranian foreign policy, namely the significance of an
independent and dignified posture towards the superpowers and the critical role
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of maintaining this self-image both at home and abroad. Iranian management of
diplomacy in the reconciliation era suggested a painstaking effort by Tehran to
send a consistent message both to its domestic and external audience that the
readjustment of Iranian policy towards the Soviet Union cannot be taken as the
tactical tilt of a small state to a superpower at the time of post-revolutionary set-
backs; rather it must be perceived as a long-term commitment to develop a
mutually beneficial policy without endangering the real sovereignty of the state.
While the west, especially the United States, has been unable or unwilling to
understand this message, the Soviets were quick to respond to the window of
opportunity. In a personal message to Ayatollah Khomeini, which was delivered
by Edward Shevernadze in February 1989, Gorbachev clearly addressed the core
of the Iranian sensitivity on this issue. Calling Khomeini’s letter ‘extremely
meaningful” Gorbachev observed that ‘we now have a sound basis for solidifying
our ties in this new era; that is on the basis of mutual respect and equal rights and
non-interference in the internal affairs of one another’. Referring to the Russian
Revolution of 1917 and the Islamic Revolution of 1979 as ‘the great choices’
made by the two countries, Gorbachev argued that ‘in our international policy,
we follow a fundamental principle; the principle of respect for the freedom of
choice of each individual and nations’.?° Reporting on the follow-up meeting
between President Ali Khamene’i, Speaker of the Parliament Hashemi Rafsanjani,
and Edward Shevernadze, Tass reported that both countries in spite of ‘their
essential ideological differences’ had made the deideologization of inter-state
relations the fundamental principle of their foreign policy.?!

Rafsanjani’s landmark visit to Moscow in June 1989 and the signing of the
‘Declaration of Principle between the USSR and Iran’ was in fact the finalization
of the process of reconciliation between the two countries.?> The two sides also
signed several significant and ambitious economic and industrial agreements and
projects worth $6 billion until the year 2000. These include agreements on the
joint exploration of oil in the Caspian Sea, the construction of several dams on the
Arak and Karun Rivers for joint use of electricity, opening trade between Soviet
border republics and Iran, environmental co-operation, and finally the rail system
agreements which would connect Soviet Central Asia to the Iranian rail
networks. The Soviets also agreed to co-operate with the Iranian side with regard
to strengthening its defence capability.

In the west, the issue of the Soviet arms sale received considerable attention,
but it was the economic and transit agreements that were the most significant. It
should be noted that the agreements on the arms sales and trade between Iran and
the Soviet Union, in and of themselves, had never signified a fundamental
change in the relationship, as the existence of these agreements in the 1970s and
1980s testified. In addition to their economic value, the new economic projects
reflected the degree of political understanding between Tehran and Moscow.
Some of these agreements, particularly the Caspian Sea oil project and the
railway plans, were politically ‘loaded’ and sensitive developments. For years,
the Soviets had insisted on the desirability of a joint Soviet-Iranian oil
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exploration in the Caspian Sea. One of the key demands of Stalin during the
Azerbaijan crisis of 1946 was in fact the promise of an oil concession in the
Caspian Sea, the so-called North Oil (Naft-e Shomal), as one of the main three
preconditions of Soviet troop withdrawal from Iran.>} The same issue was
revived at the height of the nationalization of oil during the Mosaddeq era in the
1951-3 period when the Tudeh party repeatedly called for equal treatment of the
Soviet Union by giving the North Oil concession to Moscow as the replica of the
oil concessions in the south which were given to the western companies.?*

More significant both in symbolism and content were the railway agreements.
Both sides had agreed to connect Soviet Turke-menia to Iran’s north-eastern rail
network by building a new line linking Tedzhen-Serakhs-Mashhad and then
jointly constructing a major rail network connecting Mashhad to Bandar-e
Abbas, the key Iranian port city in the Persian Gulf. The economic importance of
this project is immense, for not only will it greatly facilitate Iranian trade with
China through the newly expanded Central Asian-Xinjiang rail system, but also
it could play a pivotal role in enhancing Iran’s transit routes between the Persian
Gulf, the Soviet Union and Europe. Future economic co-operation or more
ambitious plans for economic integration between Iran and the Soviet Central
Asian republics will have a more realistic chance with the construction of this
railway network. In fact, given the growing trend of independence movements
among the Soviet republics and the numerous economic, trade and transit
agreements that have been signed between Iran and the republics, the
construction of these rail systems will further enhance the enormous economic
and political significance of the project.

Perhaps no phrase and concept other than ‘Russian warm-water port designs’
had dominated the debate over the nature of Soviet policy towards Iran, and the
limits that it has historically put on the directions of Iranian foreign policy. The
railway agreements carried the important political message that, at least for now,
a conceptual change has taken place among the key Iranian leaders concerning
the nature of Soviet-Iranian relations and the image of the Soviet Union. In a
remarkable commentary on the political aspect of the agreement, Rafsanjani
dismissed the concern over Russian warm-water aspirations toward Iran as
‘hyperbole’. In fact, he argued that the network will enhance Iranian leverage vis-
a-vis the Soviet Union.”> In a key address to several hundred foreign and
domestic guests at an International Conference on the Persian Gulf in November
1989, Rafsanjani reiterated a similar theme: ‘“We are confident that there exists
no threat to Iran from the North [the Soviet Union].’2¢

This conceptual change which reflected the explicit incorporation of
‘deideologization’ of inter-state relations in the foreign policies of the two
countries is the key component of the era of reconciliation. These cardinal
changes, as argued before, have been the product of domestic and external
changes in both countries. But one might also reflect on the degree with which
the Soviet theoretical and policy innovation had affected the Iranian theoretical
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adjustment and revision, a fact that did not escape Soviet attention and
expectations.

The primary impact of Gorbachev’s ‘new thinking’ was that it had changed
the image of the Soviet Union from a totalitarian state to an evergrowing
democracy, repentant of its Stalinist past and ready to conduct its relations with
other states based on the principles of freedom of choice (no more export of
Soviet communism) the supremacy of common human values (no more class
struggle); a ‘profitable foreign policy’ based on international law and balance of
interest (no more zero-sum game). Most importantly, Soviet words were
followed by concrete actions.

Among all of the dramatic changes in Soviet foreign policy, which had left a
lasting impression in Iran, was the Soviet withdrawal from Afghanistan. Here a
superpower, still far from being defeated militarily, had voluntarily left the
occupied land. While Iranian analysis reflected the usual laudatory remarks on
the bravery of the Muslim people of Afghanistan in defeating the enemy, the
reality of the impossibility of victory by force against the Soviet military in
Afghanistan did not escape Iranian attention. It was not the naivety of accepting
Soviet benevolency on its face value, but rather the frankness of the Soviet
leadership in facing their problem in Afghanistan ‘realistically’, that affected
Iranian attitudes and perceptions. Tehran, in fact, never believed that the Soviet
Union was a superpower on the run in Afghanistan, ready to swallow its pride,
cut its losses and leave. The fact that Moscow was ready to safeguard its security
concerns in Afghanistan through a mutually acceptable arrangement and
‘national reconciliation’ gradually made inroads in the Iranian perspective on the
long-term solution to the Afghan problem.

Tehran’s position towards Gorbachev’s Afghan policy lacked the optimistic
projections and naivety of Washington and its Pakistani and Saudi allies as to the
immediate collapse of the Kabul regime in the aftermath of Soviet withdrawal.
The climate of collapse which immediately followed the Soviet withdrawal was
to a large extent a product of the Mujaheddin’s self-aggrandizement and more
significantly a deliberate policy by the Soviet Union to achieve a strategic
surprise. Not only were the Soviets leaving their Afghan allies unprotected, but
also they questioned openly and repeatedly the ability of the Najibullah
government to survive the Mujaheddin onslaught. What was remarkable in the
Soviet disinformation campaign was the participation of top Soviet officials,
military officers and advisers, who implicitly and explicitly raised serious doubt
as to the chances of survival of the Kabul regime.

The premature ‘decision by arms’ of the spring of 1989 that the US-Pakistani-
sponsored Mujaheddin committed themselves to, and the actual military set-back
that followed, was in fact a severe blow to the moral and political objectives of
the Mujaheddin. The defeat of the Mujaheddin gave the Kabul regime the
residual of what it always lacked, the ability to defend itself alone, as well as the
prestige and legitimacy that eight years of Soviet presence had denied it. The
roots of the current emerging consensus on the search for a political solution in
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Afghanistan has to be found in the far-reaching impact of Kabul’s resistance and
the Soviet determination to protect their security interests in Afghanistan by
stratagem. The fact that Tehran remained circumspect toward the ‘final
offensive’ and ‘the march on Kabul’ in the spring of 1989 and the conspicuous
absence of a major participation by prolranian Mujaheddin in the offensive was
not accidental. Tehran had in principle accepted ‘national reconciliation’ in
Afghanistan, a policy that not only reflected realism, but also Iranian concern
over the dependency of key Mujaheddin groups on the United States and Saudi
Arabia. An Afghanistan dominated by a pro-US government, financed and
ideologically inspired by the ‘Saudi brand of Islam’—American Islam (Eslami
Amrika’e) as it was alluded to in Ayatollah Khomeini’s letter to Gorbachev—
was the last thing that Iran wanted to see.

In addition to Afghanistan, the new phase of Soviet-Iranian relations reflected
a shared view of the main aspects of international relations and the future world
order. In many joint statements, declarations and official meetings, the two sides
repeatedly elaborated and emphasized the similarity of their international vision.
What is significant here is the pre-eminence of the Soviet ‘new thinking’
phraseology in the intellectual articulation of these visions, indicating both
Tehran’s receptivity and Moscow’s ability to influence the intellectual discourse.

Soviet attention to overlook ideological differences by developing conceptual
consensus on common intellectual grounds, appears to be a reflection of the
Gramscian preference of forging and leading a ‘historical bloc’ in which not only
like-minded intellectuals, but also world leaders and opinion-makers are
welcomed members. While the obvious and familiar targets of Soviet new
thinking have remained primarily western, as one pillar of its ‘dual origin’?” homes
itself comfortably in the western civil societies, recent Soviet commentaries
suggest the growing awareness by the Soviet leadership of the significant role
played by non-western and especially Islamic traditions in shaping the
intellectual consensus on the global level. While the ‘Christian West’ seems to
be a more receptive audience, the Soviets cautiously, but surely, have shown
signs that they are willing to test the possibilities of an intellectual discourse with
the Islamic World. In his recent meeting in Moscow with ‘prominent Islamic
figures” who had participated in an international conference on the renowned
Islamic philosopher, Termezi, in Tashkent, Gorbachev emphasized the
significance of the spiritual religious forum in strengthening mutual
understanding between people. He also expressed the significant role of
Termezi’s ideas, ‘in solving the moral and ethical problems of our time’, and the
‘role of Islam in the implementation of the idea of values common to all
mankind’.?

The key concepts of Gorbachev’s ‘new political thinking” were covered in the
‘Declaration of Principle between the USSR and Iran’.?° In his dinner speech in
the Kremlin, Gorbachev reminded Rafsanjani of the ‘interdependent
interrelationship of humanity’, and the indisputable role of ‘balance of interest’
in conducting international relations. Gorbachev’s deliberateness in affecting the
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intellectual discourse by looking into familiar mutual ground was remarkably
shown when he evoked the name of the Iranian poet Sa’di to bring home his
concept of the interdependence of the integral world:

The interdependent interrelationship of humanity was noted long ago by
the great poet and humanist Sa’di. Without taking into consideration this
growing wholeness of the world, no realistic policy is policy.>® (emphasis
added)

This was a clear reference to the most popular verses ever made by an Iranian
poet, a verse known not only by Rafsanjani but also by every Iranian, literate or
illiterate alike:

All Adam’s race are members of one fame;
Since all, at first, from the same essence came.
When by hard fortune one limb is oppressed,
the other members lose their wonted rest:

If thou feel’st not others’ misery,

A son of Adam is no name for thee.’!

On the issue of the inadmissibility of the export of revolution, Gorbachev also
emphasized the central role of the ‘deideologization’ of inter-state relations and
‘freedom of choice’:

We are ready to go as far as Iran; we are ready to meet halfway.... In doing
so, let the Iranian revolution preserve its values and its goals just as our
perestroika is inspired by its values and its ideas.??

Reflecting on his trip to the Soviet Union and the new phase of relations between
the two countries, Ali Akbar Velayati, the Iranian Foreign Minister, argued that
ideological realism and flexibility is the key to stability in international relations:

The realities of the contemporary world are such that if the ideology
governing a system is not in harmony with them, they should be able to
adapt them to the needs of their own system. If this is not done, countries
become riddled by conflicts and contradictions in their efforts to forge
ahead in attaining their desired objectives.’

Rafsanjani’s remarks in the news conference in Moscow reflected this new
realism both in domestic and foreign policy. His reflection on a question about
what sort of Iran he would like to see, on the threshold of the twenty-first
century, was a subtle reaffirmation of the ascendancy of ‘model building” at home
and mutually beneficial relations abroad; an approach that Soviet and Iranian new
thinking had in common:
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We want to turn Iran into a Muslim country with an independent culture,
which is politically independent, self-sufficient and democratic.... From
the viewpoint of foreign policy, we want to have good relations with all
states, except for two countries whose regimes are illegal.>*

This unprecedented closeness in overall Soviet-Iranian international perspectives
is the critical cement that has held the complex relationship between these two
ideological states together. This is not, however, to say that differences do not
exist or that the potential for reversal has disappeared. The ‘deideologization’ of
foreign policy in the two states is not complete and perhaps can never be
complete. While the potential for co-operation and consensus exists, the
importance of ideological continuity at home and its external intricacies will
continue to test and challenge the process of deideologization. Both the Soviet
and the Iranian leadership have continued to emphasize the superiority of their
respective socialist and Islamic model. The dialogue and interaction between
Soviet new thinking and Islam, both as an idea and polity, will take place in the
context of Islam’s presumed universal claim to hold the essential truth. Thus, a
note of tension in the relationship between the two would be unavoidable.

OPPORTUNITIES AND CONSTRAINTS

Several factors or potential constraints might complicate the newly formed Soviet-
Iranian understanding and its conceptual theoretical underpinning. The uncertain
domestic political dynamics of the two countries (that is domestic sources of
foreign policy), the outstanding bilateral security issues, including the uncertain
ramifications of independent movements in Soviet Muslim Central Asia and
Azerbaijan, and finally, the broader regional/international factors, especially the
shape and nature of the security of the Persian Gulf, are among the key
challenges to the new rapprochement between Iran and the Soviet Union.

Domestic challenges

The dynamics of the domestic evolution of the two systems, though on track, are
not irreversible. The Soviet ‘democratization’ process showed distinct signs of
set-backs during 1991; for a time the determination in the Kremlin to hold the
Union together in spite of growing independent movements in the republics gave
a new impetus to the ‘right’ in Soviet domestic politics. The inability to make the
transition from the Stalinist economic system to a more socialist-market oriented
economy has only aggravated the enormous Soviet challenges at home. By the
end of 1991 Gorbachev was presiding over the dismantlement of the Soviet
Union. So far the domestic shift to the right has not produced the corresponding
change in Soviet foreign policy. While there had been grumbling among the
‘conservatives’ in Moscow as to the extent of Soviet concessions in Europe, the
main thrust of Soviet foreign policy remained unchanged. This might also



214 GORBACHEV’S NEW THINKING

suggest that the ‘new thinking’ though linked to domestic factors, is not
necessarily a product of it; the new doctrine has a life of its own.

Iran’s domestic scene, however, has not shown any indication that might
fundamentally jeopardize the new foreign policy. The inability of the proponents
of an autarkic Iran to present realistic and sound economic plans for domestic
development has been a handicap that has only been reinforced in recent months.
The proponents of the ‘model building’ seemed to be in control of both domestic
and foreign policy. What is perhaps most intriguing theoretically is whether
Iran’s ‘new thinking’ in foreign policy will have an identical political
counterpart in domestic politics. Should one anticipate an Iranian ‘glasnost’, or
as the Chinese modernization plan suggests, major economic reform in an
ideological state does not necessarily demand a corresponding political change?
The Chinese model, that incidentally has remained very attractive to Iran, had
argued for a rapid economic liberalization with controlled and gradual political
reform. The Soviet model, it seems, will not be a model to be emulated by Iran,
though during 1990-1 Soviet commentaries on Iran anticipated and hoped for an
Iranian ‘perestroika’. This is not surprising since Soviet theorists had repeatedly
argued that Soviet new thinking is organically linked with domestic perestroika
and openness.*

Central Asia, Azerbaijan and the Islamic factor

Several external factors might also threaten new thinking in Soviet-Iranian
relations. The presence of 50 million Muslims in the Soviet Union, now
demanding autonomy and independence, is to be considered the most critical
challenge. It would be difficult for the Islamic Republic, as the self-proclaimed
‘heart of the Islamic world’, to ignore the plight of millions of Soviet Muslims,
and not to be tempted to rekindle the hope of exporting revolution. So far,
however, Iran has not shown any sign that it looks to Soviet Central Asia and
Azerbaijan as a strategic target of opportunity. The crisis in Azerbaijan in
January 1990 when thousands of Azeris, following the Soviet crackdown in
Baku, crossed the Soviet-Iranian border and entered Iranian Azerbaijan was the
first severe test of the new relationship.

While considerable coverage in both countries was given to this crisis, and in
spite of the harsh language exchanged between the countries as to the ‘Iranian
interference’,3¢ and ‘Soviet atrocities’,?” the overall strength of the relationship
survived the shock. Iran maintained that it cannot be indifferent to the plight of
Azeri Muslims and it warned the Soviets of the negative consequences of a
bloody crackdown against the Azeri Muslims on the Soviet image among the
Muslims of the world. It criticized the Soviet ‘double standard’ in dealing with
its nationalities, treating the Christian Baltics with moderation while slaughtering
the Azeri Muslims.®® The Iranian leaders, however, remained firm on non-
interference in the internal affairs of the Soviet Union. In fact, Iran had offered to
help Moscow by mediating between the Armenians and the Azeris in the
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ongoing bloody confrontation between these two republics in Nagorno-
Karabakh.*® From Tehran’s perspective, not only has the real direction and
orientation of Islamic tendencies in the Soviet border republics remained
unclear, but also the breakdown of the Soviet state and the resulting creation of
mini-states on Iran’s border would have an enormous uncertainty for the future
security of Iran.*® Furthermore, Iran’s direct involvement in Soviet Central Asia
and the Caucausus would signify the end of rapprochement with Moscow and the
return to a confrontational policy between the two states.

Iran’s non-interference, however, has not ruled out closer economic political
and cultural ties with these republics. Numerous economic, trade and cultural
agreements between Iran and the Soviet Central Asian Republic and Soviet
Azerbaijan are the clear indication that Iran prefers a relationship with Muslim
Central Asia that is based on co-operation and integration.*! The aforementioned
railway project can in fact play a major role in further improving the region’s
relations with Iran.

While Gorbachev has repeatedly called for a ‘common European home’,** a
‘home’ that could incorporate the Soviet European republics into its process of
cultural and economic integration, Iran could be the linkage of a ‘common
Central Asian home’ that can integrate a vast cultural, political and economic
domain, stretching from the Persian Gulf to Soviet Central Asia. The enormous
potential that the financial and economic resources of the region and its
geographical contiguity present, can only be augmented by the underlying
Islamic culture. While the Soviets have aggressively pursued, both on theoretical
and policy levels, the concept of a ‘common European home’, the references to a
‘common home in Asia’ have been indirect and cosmetic. The enormous Soviet
nationality problems in the Central Asian republics and the existing cultural and
economic gap between the European and Asian parts of the Soviet Union, are the
primary factors, contributing to Soviet ambiguity and reluctance.

Given the cultural similarities and the economic and financial resources, Iran/
the Persian Gulf will be a natural magnet for a future ‘common Central Asian
home’. This southward trend has been given impetus through the growing
cultural and economic interaction between Iran, the Persian Gulf states and the
Soviet Central Asian republics during the past two years. Iran’s geographical
location, its political and cultural significance, and its essential role as both a
formulator and catalyst in developing the concept of the ‘common home’ could
fit into the prevailing doctrinal trend in Tehran.

Regional dynamics

The uncertain dynamics of regional (Persian Gulf) politics and the role that the
external actors, especially the United States, could play is the third factor that
would influence Soviet-Iranian relations. Iran was considered a ‘loose cannon’
that had to be contained; a consideration that continued to temper the Soviet-
Iranian normalization process for a long time, even after the ceasefire between
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Iran and Iraq had ended the war in 1988. Iran’s acceptance of UN resolution 598
was considered both by the Soviets and the Americans as a tactical move by a
temporarily exhausted revolutionary state. Never before had any radical state in
the Third World been perceived with such a consistently cataclysmic image,
making it the target of a concerted superpower containment. The roots of the
current security dilemma in the Persian Gulf and the ultimate collapse of its
delicate balance manifested in the Iraqi invasion of Kuwait had to be found in
this obsession of both Moscow and Washington, and their allies, the Iranian
threat.

It was ironic that at a time when the role of the UN in the settlement of
regional conflicts had been emphasized and lauded by both superpowers—which
in fact had sponsored UN Resolution 598—neither power showed any serious
inclination to push for its implementation after the cease-fire in 1988. Diplomatic
support for Iraq continued in spite of clear indications that Baghdad was not
interested in the UN Resolution and was instead bent on circumventing it by
calling for ‘direct talks’ with Tehran and the abrogation of the 1975 Algiers
agreement. In fact, a tacit approval by the superpowers, and especially by the
United States, of the Iraqi intransigence in the negotiation was critical to the
continuation for two years of ‘no war no peace’ between Iran and Iraq.*?

The continuous flow of arms to Iraq from the Soviet Union and the west after
the 1988 cease-fire was further indication that the original perception of the
superpowers as to the main threat in the region had not changed. Iraq’s arms
acquisition projects both in terms of trained manpower and high-tech weaponry
did not change either. In fact, the two year arms build-up between 1988 and 1990
was crucial in making the Iraqi army ‘the fourth largest in the world’. Even the
use of chemical weapons by Iraq against its own population—a presumably
politically sensitive issue—was not enough of a factor for a reconsideration of
the superpowers’ policies towards Iraq. The near total silence of Moscow on the
use of chemical weapons was matched by the US effort to prevent the damage of
the political fallout of the Iraqi action. While the US President vetoed the
sanction proposed by Congress, the State Department emphasized private
diplomacy as the solution to the Iraqi chemical problem.**

There were several reasons for Soviet-American support of Iraq. Though not a
military power, Iran was perceived as a credible ideological threat. While Iran’s
post-war foreign policy revisionism contributed to the significant improvement of
Soviet-Iranian relations and diminishing the Soviet threat perception, the Soviets
did not trust the totality and irreversibility of Iranian revisionism. The riots in
Azerbaijan and Soviet Central Asia only added to the Soviet caution towards
Iran. Moscow has been able to reach a political understanding with Tehran based
on reciprocating foreign policy adjustments and revisions, while keeping the
potential threat of Iranian Islamic fundamentalism on the horizon. From the
Soviet perspective, the ultimate solution to the Afghanistan problem and the
future of the southern republics are two testing grounds for the ultimate verdict
on a real ‘deideologization’ of Iranian foreign policy.



IRAN AND THE SUPERPOWERS 217

The United States policy, however, retained the totality of its conceptual threat
perception of Iran throughout the 1980s and beyond. The critical role that the
protection of Saudi Arabia and the rest of the Persian Gulf states played in the
US regional policy did not change with the end of the Iran-Iraq War. No
discernible improvement in relations between the two countries could take place
in spite of the clear shift in the Iranian foreign policy perspective.

A key theoretical question thus arises as to why in the absence of an
aggressive ideological thrust in Iranian foreign policy, or at least in the light of
obvious changes in Tehran’s attitude, both superpowers have retained some
(Moscow) or all (Washington) elements of the containment policy that developed
during the Iran-Iraqg War. Why was the end of the war between the two states not
enough? Why were Iraq’s hegemonic tendencies ignored or overlooked? Why
did the key components of US containment against Iran—‘Operation Staunch’,
the trade embargo, diplomatic isolation—all remain intact?

Institutional political inertia, preoccupation with dramatic changes in other
parts of the world (such as Eastern Europe), at the expense of the Middle East
and a healthy distrust of Iran, are all among the conventional explanations. These
explanations, however, avoid addressing the structural aspect of the containment
policy against Iran. The Iranian Revolution, though true, unique and confined to
its cultural context,*> has developed within the general pattern of an identity
crisis sweeping across a geographical and cultural domain which stretches from
North Africa to Soviet Central Asia. While I generally agree with the argument of
the uniqueness of the Iranian Revolution and the ‘improbability’ of its
mechanistic exportation, the Revolution represents a living though distinct part
of an Islamic world that is dynamically in search of a political and cultural self.

The Iranian Revolution in this perspective was metaphorically the ‘weakest
chain’ in the link, the repetition of which might take place regardless, or as a
result of, its influence on other parts of the Islamic world. In other words, the
exclusivities of the Iranian experience in its methods and origins cannot be taken
as proof of its anachronistic nature. Most of the Islamic world is subjected to
similar external pressures and threats, real or imagined, that Iran was subjected to
before and after the revolution. Marginalized in world politics, deprived of their
basic sovereign rights and paranoid with cultural extinction (notice the fear of
‘westoxication” in most Islamic countries), they present the most unstable and
ideologized part of the international community. This presents, or was perceived
to present, a structural challenge to a world dominated primarily by the two
superpowers, and more recently by the US-led western world. As the challenge
has been perceived as systemic, the containment strategy has also been systemic.
Containment of Iran thus was, and has continued to be, part and parcel of a
broader and longer containment that has been directed against the perceived
threat of Islam as a hostile ideology.

It was this perceived threat from both Moscow and Washington that blurred
the superpower ideological and political differences, thereby ending their Cold
War in the Islamic world, and especially in the Middle East, much earlier than in
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Europe. Some analogy with the US post-war containment of the Soviet Union
could be analytically helpful. While there are similarities in the fact that the US
‘long and patient’ containment was directed against communism, as a hostile
ideology, the hostility between east and west was stabilized as a result of balance
of military power and especially the threat of nuclear deterrence. In the new
containment, however, the threat is not military, not even ‘ideological’ in the
sense that communism was against capitalism. In fact, in terms of economic
model, there are basic similarities and parallels between ‘Islamic economies’ and
western capitalism.

The source of the Islamic ideological threat has been perceived in its utility as
a vehicle for political mobilization and national reassertion, leading to
indigenous forces dominating or controlling the most precious commodity that
the west needs—oil. It is the economic significance of the Persian Gulf that has
made the perceived ideological threat bigger than it actually is. Moreover, in the
absence of a military deterrent, similar to the one which dominated the Cold War,
the new containment has been more prone to violence. The western tendency to
protect its interest by the use of force is much stronger and more immediate.

It is important to note that the ‘Islam’ which is being referred to here is not
necessarily a well-defined (or even partially well-defined) political ideology
similar to what the west had to face against communism. It is rather an illusive
amalgamation of shared faith, memories and expectations that in times of crisis
and desperation acts as a unifier of divergent people, cultures and communities.
One does not have to be, as many in the west presume, a ‘practising Muslim’, a
‘fundamentalist’, to be part of this mosaic of frustration, solidarity and self-
assertion. The source of puzzlement of many western analysts as to the rationale
behind the support given to Saddam Hussein, a self-proclaimed secular Ba’thist,
by Muslims around the world, is the lack of understanding of the non-puritan
nature of this Islamic solidarity. The general feeling of support for Iraq in the
current crisis has less to do with Saddam Hussein’s manipulation of his ‘born
again’ Muslim image, than that his challenge, regardless of its true nature, is
being perceived as a manifestation of an indigenous resistance of a Muslim
country against external, that is western, domination over the Islamic world. The
range of popular support for Iraq cuts through vast socio-political, cultural and
geographical boundaries and affiliations. From fundamentalists in Jordan,
moderate Islamicists in Morocco and Algeria, to the youth membership of ‘the
Saddam Hussein Division’ in Soviet Azarbaijan,*® in spite of geographical
distance, different historical experiences, level of religiosity, and lack of
organizational contact (there is no Islamic Comintern!), the response is similar.
In Iran eight years of war, in blood and words, and half a million casualties, were
not enough to overcome the feeling of sympathy for Iraq as a ‘Muslim country’.
Iran’s mediation efforts and peace proposal indicated that Iranian neutrality in
the second Persian Gulf war had its limitation and constraints.

Within this perspective, it is naive and analytically inept to give too much
credence to the ‘mistakes’ or ‘bad judgement’ arguments that have been made to
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characterize the superpowers’, and especially, the United States’ policy in the
Persian Gulf during the 1980s. A ‘bird’s eye view’ of the political constellation
in the Persian Gulf allows for a more sober and strategic, or systematic picture,
in which the interdependent dynamics of economic and ideological issues are the
primary elements of the security complex in the region.

PERSIAN GULF SECURITY: THE
INTERDEPENDENCE OF IDEOLOGY AND OIL

In the absence of the traditional concern over the Soviet threat, the fundamental
US objective in this region remains the maintenance of a status quo that would
guarantee it access to ‘reasonably priced’ oil and would contribute to the
protection of the state of Israel. The overall security perspective of the
conservative Persian Gulf states remains similar to those of the west. Prosperous,
small and vulnerable, these states feared both the Iranian and the Iraqi challenges
and have cast their lots with western interests. The Saudi participation in the war
against Iraq was a watershed in US-Gulf relations as the historically cautious
Arab states of the region crossed the ‘forbidden line’ of overt strategic
association with the United States and participated in a major war against an
Arab country. In spite of eight years of war, the two challengers to the status
quo, Iran and Iraq, generally share similar perspectives on the question of
security. These historically competitive states now face, for the first time in their
history, a similar and immediate political, economic and military challenge from
a formidable outsider, the United States, and its regional allies. Both have to live
with a new factor for a long time to come: that regardless of the outcome of the
current crisis, the United States will be a permanent part of the security system in
the region.

Through the two successive containment policies the United States faced the
challenge of both Iran and Iraq. While first supporting Iraq against Iran in the
1980s, the United States faced Iraq’s challenge directly immediately after the
invasion of Kuwait. ‘Operation Desert Storm’ served not only to liberate Kuwait,
but also to diminish, if not to eliminate, the Iraqi threat. A clear-cut American
success could be the harbinger for the blueprint of a US-led new regional and world
order.

The challenges presented by Iran and Iraq and the confrontation with the west
have taken place within the context of a frustrated Islamic world that, rightly or
wrongly, has perceived the US domination of the Persian Gulf and the
continuous support for Israel as the ultimate signs of a western colonial come-
back. The participation of the UN in sanctioning the western intervention in the
liberation of Kuwait and the US ability to marshal the ‘world’ behind the
‘alliance’, has not and will not be enough to overcome the historical cynicism of
the region towards western intervention and policies. Thus the western, or to be
more precise the US policy towards the crisis, would be judged not only in its
regional context, that is the liberation of Kuwait, but also as an extension of its
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overall strategy towards the Islamic world as a whole. The tragic irony is that the
aggressive nature of the Iraqi regime, and the brutality of its invasion of Kuwait,
has been, and will probably continue to be, overshadowed by the systemic
confrontation between the Islamic world and the west.

The balance of power and traditional security arrangement of the Persian Gulf,
shattered under the pressure of two successive wars in the region, and the
uncertain future of the ultimate shape that the current crisis will take, makes
future projection of the Persian Gulf security picture speculative. But it is not
speculative to argue that unless there is a concerted effort to reach a consensus
on the key components of security among the regional and external actors,
stability will be impossible in the area. A new and broader definition of security
is perhaps the most important element in reaching a conceptual political
consensus for stability.

The traditional definition of security as focused on territorial sovereignty,
though important, is no longer enough. While the two regional wars since 1980
have apparently been fought over territorial disputes and claims, more complex
overriding factors have been the real catalyst for the Persian Gulf conflicts. The
essence of the Iran-Iraq War and the superpower containment policy against Iran
was to suppress a perceived threat which was not territorial, but ideological.
What was contained was presumably the ability of a radical state to export its
revolution. This was, in fact, the main reason that the conservative states of the
Persian Gulf looked for and accepted the US presence and protection. Thus any
security arrangement in the region must address the question of ideological
threat, or to be precise, the export of revolution as a destabilizing factor. In other
words, as in the case of Soviet-Iranian relations, any normalization in the
regional order must include a deliberate deideologization-deradicalization
of inter-state relations in the Persian Gulf by both regional and external
actors. Deideologization was the key to reconciliation between Moscow and
Tehran and could be repeated as the prerequisite for establishing minimum trust
among the Persian Gulf states. The end to the export of revolution and
acceptance of ‘freedom of choice’, however, is only part of a broader security
issue.

Interdependent with political security is the economic dimension, particularly
the role played by oil, which cannot be separated from the ideological issue.
While the west and its regional allies have justified their security policy on the
protection of oil and the access to it, the ‘counter-revolutionary’ and
destabilizing role of oil as a mechanism against both Iran and Iraq has seldom
been considered. The ability of the smaller but richer states of the region, such as
Saudi Arabia and Kuwait, to wreck havoc on the economies of both Iran and Iraq
by deliberately glutting the oil market and controlling the price of oil could be as
devastating or threatening to the national security of these states, as the
ideological and military threats emanating from Baghdad and Tehran. Iran and
Iraq, exhausted and ruined by a decade of war, with their larger population and
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enormous developmental challenges, are extremely vulnerable to the price
manipulation of oil by Saudi Arabia, Kuwait and other Gulf sheikdoms.

The most important challenges facing Iran and Iraq in the post-war era have
been domestic and basically economic. The legitimacy of both systems and their
future, regardless of outside challenges, depended on preventing deep economic
crisis and ‘delivering’ the promises of their revolutions. Thus, a ‘deideologized’
foreign policy does not mean a ‘deideologized’ state. In fact, deideologization of
foreign policy is the prerequisite of ‘model building’ at home. Iranian ‘model
building’, for example, refers to the reconstruction of a war-torn economy and a
steady improvement in the standard of living of its people. The economic
reconstruction, however, in both Iran and Iraq is strategically linked to a
predictable and non-chaotic flow of petro-dollars, a factor that is an essential part
of any security arrangement in the Persian Gulf. Deideologization of inter-state
relations must go hand in hand with democratization of decision-making on
the price of oil among the key producers of energy in the region. This is
especially significant for Saudi-Iranian relations.

As the most difficult and complex relationship in the region, the Saudi-Iranian
relationship has been subjected to the centrifugal forces of Iranian ‘revolutionary
subversion’ and Saudi ‘economic terrorism’. While the Saudi Achilles’ heel has
been its vulnerability to Islamic revolutionary agitation by Iran, and the charges
of illegitimacy and corruption, the main source of Iranian vulnerability has been
its continued dependency on oil. With a population of 55 million, a $300 billion
war damage estimate and ten years of revolutionary promises, Iran’s national
security has been encroached upon by the deliberate manipulation of oil prices
by the pro-western Persian Gulf states, including Saudi Arabia and Kuwait. The
west, and in particular, the United States must understand the interdependent
nature of political and economic security. Western military dominance, or the
threat of use offorce, no matter how overwhelming, cannot act as a replacement
for a more enduring security which is based on a mutually integrated conceptual
understanding among the key actors in the region, and will lead only to new and
permanent conflictual arrangements.

In a conflictual arrangement, the Persian Gulf will be subjected to a new
political and military alliance that for the first time might put Iran and Iraq on the
same side. Eight years of war has left deep scars, but the realities of the
perceived threats have brought the two closer. The two states share the same
view toward military threat, as the west is certain to retain a direct military
presence in the region. They are both frustrated and feel threatened by the
disproportionate power of the regional conservative states to influence their
economic security almost by will. While the military balance in the region is
clearly in favour of the west and their regional allies, this might change as the
Soviet position becomes clearer.

The Soviets have shown that they are willing to co-operate with the west in
managing and containing conflicts in the region. The US military intervention
against Iraq, for example, would have been a much more difficult, if not



222 GORBACHEV’S NEW THINKING

impossible, undertaking without Soviet co-operation and acquiescence. The
Soviets clearly hoped that with the end of the Iran-Iraq War and with their
withdrawal from Afghanistan, they had laid down the foundation of a regional
consensus for demilitarization and the subsequent diminishing of the US role. But
Iraq’s invasion of Kuwait undermined Soviet hopes and led to an unprecedented
US presence in the region and a severe blow to the Soviet vision of a new
international order.*’

The world order envisioned by Moscow was based on the principle of
deideologization, freedom of choice, balance of interest and the enhanced role of
the United Nations; a vision that fits the necessity of a declining superpower.*®
The Soviet’s enthusiastic participation in the UN negotiation and its vote for the
resolution during the current crisis was based on the hope that the United States’
ideological arrogance as to the ‘end of history’ ‘and its willingness to use force’
would be tamed and entrapped into a legally binding UN process. The Soviet
vote for the fateful twelfth UN resolution, which sanctioned the use offorce
against Iraq was fundamentally driven by their hope that the combined political
Soviet-US line-up would be enough to compel Iraq to withdraw from Kuwait.
The Soviets were in fact left with the impression that the United States would use
force with or without the Soviet vote, and that a Soviet veto would send the
wrong message to Saddam Hussein by indicating the disunity of purpose among
the permanent members of the security council.

The initiation of the military conflict to ‘liberate Kuwait’ and the military
strategy conducted by the ‘allied’ forces indicated that the ‘limited war’
envisaged by the UN resolution had gradually matured into a Clausevitzian
notion of ‘absolute war’, in which the US-led coalition aimed at the total
subjugation of the enemy through the destruction of its armed forces. The
continuous US ideological rhetoric of the new world order matched its
formidable military campaign. Soviet hopes for a US-Soviet partnership in the
Middle East, a hope that was reinforced by the increasing immigration of Soviet
Jews to Israel and a subsequent improvement of Moscow-Tel Aviv relations, had
gradually been replaced by Moscow’s concern over a growing image of Soviet
decline and irrelevance, and US hegemonic tendencies.*’

The Soviet perspective is fundamentally shared by Iran. While neither Moscow
nor Tehran has any abstract stake in the survival of Saddam Hussein or his regime,
they fear that an Iraq crushed and dominated by the United States will have a
negative impact on their interests in the region. Without a rapprochement
between Iran and the United States, it would be difficult for Iran to take comfort
in the promises of a benevolent US-led regional order. In the absence of a co-
operative regional arrangement, in which both the ideological and economic
dimensions of security are addressed, the natural temptation for the maintenance
of security through alliance formation would be the obvious outcome.

While the United States would provide the backbone of security for its
conservative regional allies, Iran and Iraq might cultivate Moscow’s support to
maintain a balance. This may not be a prelude to a new Cold War, as the Soviets
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will continue to maintain a co-operative relationship with the United States and
its regional allies.’® As a superpower in crisis, however, the Soviet Union will not
overlook an unprecedented opportunity to develop a close relationship with both
Tehran and Baghdad. The continuing Soviet—Iranian rapprochement in the era
of deideologization of interstate relations between the two will be the leading
factor in this triangular security arrangement, and thus a key component to the
security of the Persian Gulf.
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