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Preface

AFTER FORTY YEARS OF UNREMITTINGLY OFFICIAL U.S. hostility toward the Islamic Republic of Iran through seven different administrations, the United States is closer than ever before to war with Iran. After a nuclear agreement with Iran that appeared to offer a chance for a softening of U.S.-Iran conflict in 2015, the Trump administration has turned the clock back to the days of the George W. Bush administration, when Vice-President Dick Cheney and his neoconservative staff were dead set on attacking the Islamic Republic.

In fact, the risk of war with Iran is now far more serious than it was during those dangerous days of Bush-Cheney policy toward Iran. Like Bush, Trump himself doesn’t want to go to war, but he has allowed to a team of extreme right-wingers with ties to Israel’s Likud Party and the Christian Zionists to take over the formulation of U.S. Iran policy. Their strategy was aimed at entangling Trump in a war with Iran, and they came very close to succeeding in 2019.

Trump managed to dodge that threat, but to step back from the brink of war, he must go further to address the real ticking time bomb of his administration—the attack on Iran’s right to export its oil to its long-time customers across Europe and Asia. Iran cannot and will not accept that U.S. aggression, and eventually it will take action that would likely trigger an escalation that quickly turn into U.S.-Iran War. That war could spread across the entire Middle East and bring chaos in its wake.

This book explains clearly and in detail for the first time why the present U.S. Iran policy represents a very serious threat to Americans and how and how the United States got itself into such a situation. It shows how the U.S. policy toward Iran going all the way back to the CIA’s overthrow of Iranian Prime Minister Mohamed Mossadegh in 1953 has remained mired in a stubborn insistence on denying Iran’s most basic rights as an independent nation-state. And it explains how U.S. policy has fallen prey to false narratives about both the nuclear issue and Iran’s support for “terrorism” and “destabilization” of the Middle East that must be corrected in order to find a path out of the present morass of U.S. Iran policy.

We have come to this task from different paths—John from being a covert CIA operations veteran who resisted pressure to go along with the Agency’s post-9/11 torture program, Gareth from long years as an independent journalist investigating false narratives surrounding U.S. Iran policy as well as America’s wars. We are united in hoping that this book will contribute to greater public understanding of the need for fundamental change in the present policy and for making peace with Iran.


1. From CIA Coup to Islamic Republic

Before the Americans: Iran’s Encounter with Imperialism

ONE OF THE REASONS THE UNITED States has stumbled into disastrous wars over the past half century is the ignorance of successive generations of policymakers about the nations they have sought to subdue. U.S. officials have systematically failed to understand the force of their adversaries’ nationalism and the importance of their historical memories of resistance to imperialism.

The importance of that factor could hardly be clearer in the case of Iran, which is one of the oldest nations on earth with the strongest feelings of nationalism and resentment of foreign domination. Archeological finds from northern Iran date from the fifth millennium BC, and through the Median, Archaemenid, Seleucid, Parthian, and Sasanian empires document the cultural sophistication and proud history of the Persian people. The Iranian national identity was so well-established by the time of the poet Ferdowsi’s tenth century epic Shahnameh that it referred explicitly to Iran more than a thousand times.1

Iran has a very long history of being victimized by aggressive imperialism on the part of both Russia and Britain. Between 1804 and 1813, and again from 1826 to 1828, Czarist Russia invaded Iran and seized what became the present-day Russian republic of Dagestan, as well as what have become the independent nations of Georgia, Armenia, and Azerbaijan.2 Russia imposed economic domination on Iran through the Treaty of Turkomanchai in 1828, which took way Iran’s power to set tariffs and allowed Russia to obtain a wide range of economic concessions and colonial privileges from the corrupt Qajar dynasty.

The British and other European powers later demanded the same rights. Import duties on consumer goods were set so low as to allow foreign goods to flood the Iranian market. The Iranian consumer goods industry collapsed, and Iran’s trade balance was in crisis. In response the Iranian court and its landowning allies rapidly converted land previously devoted to subsistence food crops to cash crops for export. The primary such new cash crop was opium, which had become the leading Iranian cash crop by the 1870s. It was after that shift from subsistence to cash crops that the Great Famine of 1870-72 occurred, causing as many 1.5 million Iranians deaths—15 to 25 percent of the population. Historians have debated the relative importance of different causes of that death toll, in part because landowners, merchants and bureaucrats hoarded grain supplies to amass fortunes. Nevertheless, it is widely believed by Iranians that the loss of control over the Iranian economy to imperialist powers, through their hold on a weakened Qajar royal court, was a major factor in the ferocity of the famine.3

The British took advantage of the feeble Qajar dynasty to turn most of Iran into what the British considered a “semi-colony”—a colony in all but name. In 1972, the Qajar ruler, Nasir al-Din Shah, gave Baron Julius de Reuter (the founder of Reuters News Agency) control over most of Iran’s mines, all of its railway construction, its irrigation networks and other agricultural and industrial projects in Iran. And in 1890, a British military officer obtained monopoly control over all production, sale and export of Iran’s tobacco crop, impoverishing Iranian producers. The tobacco monopoly provoked a remarkable demonstration of political resistance in 1891, when Iranians stopped using tobacco almost completely in response to a religious edict, forcing the Shah to rescind the concession.4

British foreign minister Lord Curzon later referred to “the most complete and extraordinary surrender of the entire industrial resources of a kingdom into foreign hands that had probably ever been dreamt of.”5 That sweeping description was clearly meant to include the concession that would come to define Iranian anti-imperialism in the twentieth century: the 60-year oil concession granted to a British citizen in 1901 covering the entire country except for the five northern-most provinces.

It was not merely the appropriation of Iran’s oil resources by a British entrepreneur that shaped the ultimate Iranian political response but the company’s blatant cheating of Iran out of the share of the profits due it under the agreement once oil was discovered in 1908. The owner set up an entirely new company and sold all its production, refining and marketing rights to it, so the Iranian state could not get even the paltry 10 percent share of profits the agreement had called for.6

A new educated middle class that had absorbed liberal Western political ideas carried out a “Constitutional Revolution” in 1905, the centerpiece of which was the end of the absolutism of the Qajar monarchy and the establishment of an Iranian legislature or Majles. One of the first decisions by the new Majles was to appoint American lawyer and financial adviser William Morgan Shuster as “Treasurer-General” to help Iran establish a modern financial system as a tool to begin to break down the British and Russian grip on the country’s economy.

Shuster had an ambitious plan to create a “gendarmerie” of tax collectors in order to give the Iranian constitutional monarchy a financial basis for such independence. But the Russians had no intention of allowing such a subversion of its extraordinary control over the court. In a blatant move to deepen their semi-colonial control of Iran, Russia and Britain signed the Anglo-Russian Convention of 1907, which delineated exclusive zones of economic exploitation for the Russians in the north (including Tehran), and the British in the south. It also created a buffer zone in the rest of the country in which both powers could carry out economic activities freely. When the Russians got wind of Shuster’s plan they issued an ultimatum to the Majles demanding his firing, and then in 1911 sent troops to occupy their zone.7 Upon his return to the United States, Shuster wrote a book on his experiences with the title The Strangling of Persia, describing how the Russian and British control had systematically prevented Iran’s economic and political development.8

During World War I, the Ottomans attacked and occupied Iran, because Iran was allied with the west, while the Ottoman Turks had thrown their lot in with the Germans. The British drove the Ottomans out in 1916, but from 1917 to 1919, another terrible famine combined with disease epidemics caused a death toll estimated at from 2 million to as many as 8 million—from 10 to 40 percent of the population. The famine had multiple causes, but the number of deaths from starvation was magnified by British policies of purchasing grain in the area where it was already scarce to support British troops in Iran and Mesopotamia, and by failing to bring in more foodstuffs from India or Mesopotamia in order to save shipping space for war materiel.9

With the defeat of Germany and the Bolshevik revolution in Russia, the British were in a position to press for the full integration of Iran into the empire. A proposed Anglo-Persian Agreement of 1919 gave Britain the sole right to provide Iran with loans, arms, military instructors, and customs administrators, along with monopoly over railway construction. But the Iranian political atmosphere was so strongly hostile to the British presence that no Iranian figure could be found who would approve the agreement.10

Finally, in February 1921, Reza Khan, the commander of a nearby Iranian Cossack garrison, seized control of Tehran in a British-supported military coup and created a military dictatorship. In 1925 Reza Khan declared himself Shah, or monarch, beginning the Pahlavi Dynasty as Reza Shah. For the next fifteen years, Reza Shah carried out a genuine process of state-building, creating a government that reasserted governmental authority over the country’s tribes and provinces. One of his first moves was to bring in another American, Arthur Millspaugh, to create an effective tax system. This time, with the full support of the new Persian strongman, the American soon built a modern tax and fiscal system, enabling the emerging state to present its first annual comprehensive budget. By 1941, the state’s revenues had increased by 15 times compared to their 1925 level.11

But in 1933 Reza Shah could not resist the power of the British-owned oil company when it demanded a major revision of the original 1901 concession, which it had systematically violated by failing to pay any royalties whatsoever for years on one pretext or another. The Iranian government was forced to sign a new agreement with the Anglo-Persian Oil Company, despite having identified 13 distinct ways that it was much less favorable than the original concession. The British mobilized their forces, threatening to occupy southern Iran and to create puppet sheikdoms throughout the concession. The result was that the British obtained an extension of the concession for 32 more years until 1993, with a paltry annual royalty payment to the government that did not reflect the certainty of a future rise in the value of the oil.12 That agreement became a symbol of British imperialism in Iran that increasingly stirred popular anti-British nationalism over the next two decades.

During World War II, both the Soviet Union and Britain occupied zones in the north and south of Iran, respectively, that were similar to their zones of control during the period of their joint imperialist domination over Iran in the 19th and early 20th centuries. The allies feared that Reza Shah would be favorable to Germany and forced him into exile, whereupon his eldest son, Mohamaed Reza Pahlavi, became the Shah of Iran at 21 years of age.

After the war, the Soviet Union tried to exploit its military presence as bargaining leverage to negotiate its own oil concession with the Iranian government. The Soviets promised not to use such a concession as an excuse to maintain forces in Iran, and Iran agreed to a bi-national company for developing oil in the northern region, but made it conditional on approval by the Majles. But after Moscow did withdraw all its troops from Iranian territory by May 1946, the Majles, no longer willing to give up control of over its oil resources to any foreign power, refused to approve it.13

The CIA Defeats Iranian Nationalism

BY THE EARLY POST-WAR YEARS, THE demand for nationalization of the Anglo-Iranian Oil Company (AOIC) had become the central issue in Iranian politics. The Iranian public was well aware that the 1933 agreement was blatantly unfair, depriving Iran of a fair share of the income from the company’s sales. And Iranians were no longer willing to tolerate the company’s unwillingness to share its extremely large profits equitably, its mistreatment of its Iranian workers and insistence that only British could fill skilled jobs.14

In fact, the working conditions for the company’s unskilled workers were scandalous. The British labor attaché admitted that most of those workers lived in tents that had no proper wooden floors. When the company announced cuts in rental allowances for oil workers in March 1951 it sparked protests and a general strike that continued for weeks and involved more than 50,000 oil workers. Their calls for nationalization raised the popular political demand to a new level.15

Muhammad Mossadegh was the pivotal political figure in Iran’s struggle for control over its own resources—and the most tragic figure in modern Iranian political history. His father had been Finance Minister during the Qajar Dynasty, and his mother was a princess. He studied political science in Paris and, in 1913, he became the first Iranian to earn a PhD from a European university. He was elected to parliament, but went into self-imposed exile in Switzerland to protest the Anglo-Persian Treaty of 1919. In 1920, however, he returned to Iran to become Minister of Justice and Governor of Fars Province. A year later he became Finance Minister, and then in 1923, Minister of Foreign Affairs and Governor of Azerbaijan. He was reelected to parliament that same year.16

Mossadegh was Iran’s “Mr. Clean,” with a record opposing corruption and nepotism and fighting against British domination. In 1949, he co-founded the National Front of Iran, a political party dedicated to establishing democracy and ending foreign interference in Iranian politics, with nationalization of the British oil monopoly as the new party’s explicit goal. He was immensely popular in the parliament, and on April 28, 1951 he was nominated as Prime Minister by a vote of 79-12. His nomination was immediately celebrated with demonstrations in cities around the country.

The first order of business for Mossadegh’s new government was to nationalize the Anglo-Iranian Oil Company (AOIC). The month before his election the Majles had voted unanimously to demand government action on a Commission’s recommendation for nationalization. Mossadegh immediately set in motion the process of nationalizing the AOIC and creating Iran’s own national oil company.

Publicly the AOIC claimed that the nationalization was illegal, because it violated the 1933 agreement, and that it had made serious proposals to increase the share of profits going to Iran and even offered a 50/50 sharing of profits. The British government openly intervened in the dispute, arguing that the Iranians were incapable of managing the oil industry and could not be relied on to maintain production, and warning that oil might not be available to the rest of the world. The British and Anglo-American media gave the public a cartoon portraying Mossadegh himself as childish, unstable, extremist and psychologically incapable of compromise.

But it was all a calculated propaganda ploy to obscure the British determination to maintain their control over Iranian resources as a prop for Britain’s waning global power and to continue the enormous profits the concession was generating by cheating Iran out of hundreds of billions of dollars. Privately the British cited the danger that ceding control to the Iranians would threaten nationalizations of a long list of highly valued commodities then under British control in South and Southeast Asia, Latin America and even Greece.17

A confidential 1952 World Bank study on the nationalization issue acknowledged that the Mossadegh government had a compelling case for nationalization, starting with the fact that the 1933 agreement, which was far more unfavorable to the government’s interests than the original concession, was signed “under duress”. It pointed out that, when the Iranians had refused to accept the unjust demands by the company, the British Navy in the Persian Gulf had made preparations for a possible occupation of southern Iran, and the British had threatened to set up a puppet sheikhdom in the area where oilfields were located.18

The confidential World Bank report observed that the Iranian government had learned from decades of experience with the company that it would never honestly carry out any agreement but would always find multiple ways to cheat Iran out of to its share of the profits. The report endorsed the Mossadegh government’s argument that nationalization was necessary for Iran’s economic development. The British Company had exploited is “political and economic control” over oil operations, and had used its influence to retard Iran’s economic development by discouraging the development of other Iranian industries, which kept Iranian labor dependent on the Company, thus reducing its costs.19

The British couldn’t legally challenge the right of Iran to nationalize its oil; instead they insisted that fair compensation had to be based on the value of the oil far into the future. The Mossadegh government rejected that principle, which would have kept Iran in debt indefinitely. The AOIC, with British government support, exploited every form of power it had to force the hand of the Mossadegh government. The AIOC ordered the entire expatriate staff to resign, and London pressured other European governments to make it virtually impossible for any other expatriates to work for the nationalized company. Finally, it imposed a blockade on all Iranian oil export and in June 1952 impounded a tanker that dared to leave Iran with what the British called “stolen” oil. Finally, the British military devised a new plan for the occupation of the oil industry center in Abadan aptly code-named “Buccaneer”.20

The Truman administration could not deny the immense popularity of Mossadegh’s anti-colonial nationalist message within Iran. During his visit to Iran in 1952 Averell Harriman, Special Assistant to President Harry Truman, observed in a message to Washington, “[T]here is complete unanimity among qualified American officials that Mossadegh is strongly supported by a very large majority of Iranian people, and no Iranian program has ever been backed to the extent of his program to eliminate British influence in Iran and nationalize the oil industry.”21

But the United States was unwilling to abandon its alliance with the British whose continued colonial and semi-colonial power was seen as a necessary to the U.S. global power position in the Cold War with the Soviet Union. That meant that the United States had to support continued British control over Iran’s oil resources. In an April 1951 meeting of senior U.S. and British officials in Washington, both sides had been in full agreement that “effective power should be kept over this valuable asset.”22

After the British Embassy left Iran in November 1952 the British Ambassador in Washington sought State Department support for the idea of a coup against Mossadegh. He thought the best tactic in selling Washington on the plan was to play on the presumed U.S. fear of a Communist takeover. The Ambassador argued that Mossadegh was “very unlikely to do anything effective against the communists”—referring to the pro-Soviet Tudeh Party—because Mossadegh was “too vacillating to take a strong stand.”23

In his first two months in office, however, President Dwight D. Eisenhower contemplated—for the first time in U.S. policy toward the nationalization issue—actually breaking with the British hard line toward Mossadegh. His thinking was certainly influenced by a new CIA national intelligence estimate concluding that the Mossadegh government “has the capability to take effective repressive action to check mob violence and Tudeh agitation and will probably continue to act against specific challenges of this sort as they arise.” It further predicted that the Mossadegh government “almost certainly desires to keep US support as a counterweight to the USSR and appears to want US economic and military assistance” and would likely blame the United States for the deterioration of the economy because of British intransigence.24

Eisenhower presided over a National Security Council meeting on March 4, 1953 that discussed two policy options based on those premises. One option was to disassociate the United States from the unpopular British oil policy to encourage the British to settle; the other was to purchase oil from Mossadegh’s nationalized National Iranian Oil Company, supply the company with technicians to replace some of the foreigners who had quit, and provide economic aid to the Mossadegh regime.

Secretary of State John Foster Dulles expressed doubt about the two options because of his concern about not alienating the British, with whom the United States was still closely allied elsewhere in issues related to anti-Western nationalism. But Eisenhower was firm: “[I]t certainly seemed to him about time for the British to allow us to try our hand,” the NSC account of the meeting said.25 And that same evening, at a meeting with British Foreign Secretary Anthony Eden, Eisenhower warned that the United States “might have to exercise a freer hand with relation to Iran and the oil situation.”26

Nevertheless, in less than a month, three senior administration officials—Secretary Dulles, CIA Director Allen Dulles, and former CIA Director and then-Under Secretary of State Walter Bedell Smith—had maneuvered to establish an entirely new policy of working with the British to oust Mossadegh from power through a coup. They did so, according to the architect of the CIA coup plan, Iran specialist Donald Wilbur, merely because a new opportunity had apparently appeared: a prominent Iranian general had sounded out the U.S. Ambassador about supporting a coup he would initiate. Undersecretary Smith, according to Wilbur, “determined that the U.S. Government could no longer approve of the Mossadegh government and would prefer a successor government in which there would be no National Frontists”—referring to followers of Mossadegh’s party.

The CIA’s Near East Department was informed that it was authorized to “consider operations which would contribute to the fall of the Mossadegh government”. Allen Dulles informed Kermit Roosevelt, the Director of Middle East operations, on April 4, 1953 that he would have $1 million immediately for the new program.27 How the advocates of a coup prevailed on Eisenhower to sign off on a new policy toward Iran so sharply at odds with the premises of the March 4 NSC meeting has never been explained.

The CIA plan for a coup called for Iranian military forces to seize power against Mossadegh in the name of the Shah Mohamed Reza Pahlavi, the young monarch who had reigned ever since his father was deposed by allied occupation in 1941. The Shah would issue a decree naming Gen. Fazlullah Zahedi—the only major figure willing to openly oppose Mossadegh—as his Prime Minister. But the Zahedi plot quickly turned into a fiasco on August 17 when the Mossadegh government learned the details of the plan in advance from one of the participants and were waiting for Zahedi’s military units to enter the city. Zahedi himself was forced to hide in the house of a U.S. diplomat.28 The coup finally succeeded, not because of the power balance between the Mossadegh government and the forces of the U.S.-British clients, but because of the Agency’s capabilities for deception and a serious mistake by Mossadegh himself.

Wilbur, the mastermind behind the plan, was a specialist on “black” and “grey” propaganda—spreading lies attributed either to the enemy or to a third party. Along with buying off a number of Majles members and other political groups with the help long-time British agents, the primary activity of the CIA team carrying out the coup plan was “grey” propaganda aimed at discrediting Mossadegh and the National Front. Wilbur himself, for example, forged documents appearing to show that Mossadegh himself was “anti-religious” and had “secretly collaborated” with the Tudeh—both blatant falsehoods.29

What was crucial to the success of the coup, however, was the deployment of a fake Tudeh Party crowd after the defeat of the original coup plan. Wilbur’s redacted account clearly suggests—and five former CIA officers confirmed in interviews with historian Mark Gasiorowski—that the ostensibly Tudeh crowd that had carried out a violent rampage in Tehran that included attacking the mausoleum of the Shah’s father, Reza Shah, was in fact organized by individuals paid by the Agency.30 That CIA counterfeit Tudeh crowd played a pivotal role in coup, because Mossadegh, responding to the demand from U.S. Ambassador Loy Henderson that he clear the streets of all demonstrators, then ordered the Tudeh to keep its members off the street. The Tudeh had obeyed Mossadegh’s orders, apparently because of its realization that the U.S. and British intelligence were deploying fake Tudeh crowds for their own purposes. Those decisions had cleared the way for another rampage by right-wing thugs—supplied by long-time British agents who were part of the CIA’s coup plot—which attacked National Front and government targets and captured Mossadegh with the cooperation of military men from the coup group.31 Mossadegh was tried for treason, served five years in prison, then was put under house arrest until he died in 1956.

The Rise and Fall of the Shah

WITH THE ELIMINATION OF THE MOSSADEGH and the nationalist regime, the Eisenhower administration lost no time in moving to eliminate any vestige of the Tudeh Party in Iran, which it regarded as an obstacle to consolidating the power of an anti-Communist U.S. client regime. A U.S. Army Colonel was sent in September to help get the project started, and the U.S. Embassy issued a justification for the it: “The notion that communism feeds on suppression may be accepted to be communist inspired,” it said. “What they fear is firm police action.” Within weeks, the new regime had rounded up 1,200 members of the party, which grew to more than 3,000 by mid-1954.32

In 1957, the regime set up SAVAK, the Persian acronym for the National Organization for Security and Intelligence, which became the first police state in Iranian history, in which only groups loyal to the Shah could operate freely and any political dissent was vigorously repressed. SAVAK had 3,000 to 5,000 official personnel, but tens of thousands of informers throughout the society. The SAVAK earned a fearsome reputation for the use of torture and murder of dissidents. The CIA and Israel’s Mossad took care of the training, and many SAVAK officers were sent to Israel for that purpose.33

The destruction by the Shah’s regime of the secular nationalist and Marxist political forces cleared the way for the development of an Islamic political movement in Iran. That effect was first evident in the 1963, when demonstrations by Islamic followers of Ruhollah Khomeini against the Shah’s regime occurred throughout Iran. The size of the protests—and the violent crackdown on them by government troops with live fire, killing an estimated 300 people—first established Khomeini’s status as the leader of the movement against the Shah.34

Having crushed that Islamic uprising, the Shah proceeded to launch his “White Revolution”—a forced-draft campaign of Westernization and industrialization combined with an ambitious effort at semi-totalitarian political rule. The Shah’s economic “revolution” was a grotesque imitation of Western capitalist industrialization telescoped into a single generation. The results outdid the early capitalist industrializing states in creating extremes of wealth and poverty. By 1972, Iran had one of the most unequal systems of income distribution in the entire world. The inequalities of income and living conditions were greatest in the Tehran and its environs, to which millions had been drawn from rural areas in search of work and lived in shantytowns without running water or other amenities. Meanwhile the Shah’s rural “revolution” failed to benefit most of the rural population, as the government imposed artificially low prices on agricultural produce, impoverishing peasants to keep the urban middle class happy.35

The political effect of the new more extreme socio-economic inequalities was reinforced by the extreme corruption that allowed the Shah’s family and senior officials to amass huge wealth. A January 1977 State Department intelligence report on the future of the Shah’s regime observed that top military officials were “continuing to profit from their official positions,” and that “only the most extreme are singled out for punishment.” The Pahlavi Foundation, which held about $3 billion in the family’s assets, had investments in 207 companies, including the leading companies in the United States, and at the end of the Shah’s reign the royal family’s total wealth was estimated at $20 billion.36

Meanwhile, the Nixon administration responded in 1972 to the British military withdrawal from the Persian Gulf, the pressures for cutting military spending in the wake of U.S. setback in the Vietnam War, and the need to pull back from the U.S. military commitments in the Middle East, by making the Shah’s Iran the U.S. regional surrogate for the entire Middle East. That decision was followed by a torrent of U.S. sales of its most sophisticated weapons systems to Iran, totaling more than $10 billion over the next five years. Along with a huge increase in its military budget, that made Iran the dominant military power in the region, with its largest navy and air force and the fifth-largest army in the world.37
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