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Iran: U.S. Concerns and Policy Responses

Summary

According to the Administration’s “National Security Strategy” document
released on March 16, 2006, the United States “may face no greater challenge from
asinglecountry thanIran.” That perception continues, generated primarily by Iran’s
developing nuclear program and intensified by Iran’s military assistance to Shiite
armed groupsin Irag and to Lebanese Hezbollah. U.S. officials also accuse Iran of
refusing to bring to justice severa senior Al QaedaactivistsinIran. Inparttodirect
regiona attention to that view but also to engage Iran on an Irag solution, the
Administration attended regional conferenceson Irag on March 10, 2007, and May
3-4, 2007, both attended by Iran (and Syria), and subsequently held a bilateral
meeting with Iran in Baghdad on May 28.

TheBush Administrationis pursuing several avenuesto attempt to contain the
potential threat posed by Iran, but the U.S. focusisnow on multilateral sanctionsand
diplomatic pressure on Iran. Iran has not complied with repeated U.N. Security
Council deadlines since August 2006 to cease uranium enrichment. That demand
isencapsulated in two U.N. resolutions (1737 and 1747) to date that ban trade with
and freeze the assets of Iran’ s nuclear and related entities and personalities, prevent
Iran from transferring arms outside Iran, and require reporting on international travel
by named Iranians. The economic pressure has included trying to persuade
European governmentsto curb trade, investment, and creditsto Iran; and pressuring
foreign banks not to do business with Iran.

To strengthen its diplomacy, the Administration has added components to
efforts to contain Iran, including a naval buildup in the Persian Gulf; arrests of
Iranian agentsin Irag. The Administration strongly deniesit is planning on military
action against Iran, but hasrefused to ruleit out. Some legislation introduced inthe
110" Congress, including H.R. 1400, S. 970, H.R. 957, and H.R. 1357, would tighten
unilateral U.S. sanctions on Iran, although the Administration opposes aspects of
these bills that would limit Administration flexibility in applying the sanctions.
Some in the Administration believe that only a change of Iran’s regime would end
thethreat posed by Iran, although without specifying aclear meansof achievingsuch
aresult.

For further information, see CRS Report RS20871, The Iran Sanctions Act
(IA), by Kenneth Katzman; CRS Report RS21592, Iran’ sNuclear Program: Recent
Devel opments, by Sharon Squassoni; and CRS Report RS22323, Iran’sInfluencein
Irag, by Kenneth Katzman. Thisreport will be updated as warranted.
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Iran: U.S. Concerns and
Policy Responses

Much of the debate over U.S. policy toward Iran has centered on the nature of
the current regime; some believe that Iran, a country of almost 70 million people, is
athreat to U.S. interestsbecause hardlinersin Iran’ sregime dominate and set apolicy
direction intended to challenge U.S. influence and alies in the region. President
Bush, in his January 29, 2002, State of the Union message, labeled Iran part of an
“axis of evil” aong with Irag and North Korea.

Political History

The United States was an ally of the late Shah of Iran, Mohammad Reza
Pahlavi (“the Shah™), who ruled from 1941 until his ouster in February 1979. The
Shah assumed the throne when Britain and Russia forced his father, Reza Shah
Pahlavi (Reza Shah), from power because of his perceived alignment with Germany
in World War Il. Reza Shah had assumed power in 1921 when, as an officer in
Iran’s only military force, the Cossack Brigade, he launched a coup against the
government of the Qajar Dynasty. He was proclaimed Shah in 1925, founding the
Pahlavi dynasty. The Qajar had been in decline for many years before Reza Shah's
takeover. Its perceived manipulation by Britain and Russia had been one of the
causes of the 1906 constitutionalist movement, which forced the Qajars to form
Iran’s first Majles (parliament) in August 1906 and promulgate a constitution
(December 1906).

The Shah was anti-Communist, and the United States viewed his government
asabulwark against the expansion of Soviet influencein the Persian Gulf. In 1951,
under pressure from nationalists in the Majles (parliament) who gained strength in
the 1949 Magjles elections, he appointed a popular nationalist parliamentarian, Dr.
Mohammad Mossadeq, as Prime Minister. Mossadeq was widely considered |eft-
leaning, and the United Stateswaswary of his policies, which included hisdrivefor
nationalization of the oil industry. Mossadeq's followers began an uprising in
August 1953 when the Shah tried to dismiss Mossadeq, and the Shah fled. The Shah
was restored in a successful ClA-supported uprising against M ossadeg.

The Shah tried to modernize Iran and orient it toward the West, but in so doing
he also tried to limit the influence of Iran’s Shiite clergy. He exiled Ayatollah
Ruhollah Khomeini in 1964 because of Khomeini’s active opposition to the Shah,
opposition based on the Shah’ santi-clerical policiesand what Khomeini alleged was
the Shah’ sforfeitureof Iran’ ssovereignty to hispatron, the United States. Khomeini
fled to and taught in Najaf, Irag, amajor Shiite theological center that contains the
Shrine of Imam Ali, Shiism’s foremost figure. There, hewasapeer of senior Iragi
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Shiite clerics and, with them, advocated direct clerical rule or velayat-e-fagih (rule
by a supreme Islamic jurisprudent). In 1978, three years after the March 6, 1975,
Algiers Accords between the Shah and Irag’'s Baathist leaders, which settled
territorial  disputes and required each party to stop assisting each others
oppositionists, Iraq expelled Khomeini to France, from which he stoked the Islamic
revolution. Mass demonstrations and guerrilla activity by pro-Khomeini forces,
allied with a broad array of anti-Shah activists, caused the Shah’s government to
collapse in February 1979. Khomeini returned from France and, on February 11,
1979, declared an Islamic Republic of Iran, asenshrined in the constitution that was
adopted in a public referendum in December 1979 (and amended in 1989).
Khomeini was strongly anti-West and particularly anti-U.S., and relations between
the United States and the Islamic Republic turned hostile even before the November
4, 1979, seizure of the U.S. Embassy by pro-Khomeini radicals.

Regime Stability, Human Rights,
and Recent Elections

About a decade after founding the Islamic republic, Ayatollah Ruhollah
Khomeini died on June 3, 1989. The regime he established appears relatively
stable, despite internal schisms, occasional unrest in areas inhabited by minorities,
and substantial unpopularity among intellectua's, students, educated elites, and many
women. Upon hisdeath, oneof hisdisciples, Ayatollah Ali Khamene'i, then serving
as president, was selected Supreme Leader by an “ Assembly of Experts’ (an elected
body).* (Thefourth election for the Assembly of Expertswas held on December 15,
2006.) Khamene'i had served two terms as el ected president (1981-1989), but he
has always lacked the unquestioned religio-political authority of Khomeini. He has
compensated in recent years by using his formal powers to appoint heads of key
institutions, such as the armed forces and half of the twelve-member Council of
Guardians? This conservative-controlled body reviews legislation to ensure it
conformsto Islamic law, and it screens el ection candidates. Another body isthe 42-
member Expediency Council, set up in 1988 to resolve legidative disagreements
between the Majles (parliament) and the Council of Guardians. Its members are
appointed by the Supreme Leader for five-year terms. The Council, appointed most
recently in February 2007, is still headed by former President (1989-1997) Akbar
Hashemi-Rafsanjani; its executive officer is former Revolutionary Guard leader
Mohsen Rezd'i.

! The Assembly also has the power to amend Iran’s constitution.

2 The Council of Guardians consists of six Islamic jurists and six secular lawyers. The six
Islamic jurists are appointed by the Supreme Leader. The six lawyers on the Council are
selected by the judiciary but confirmed by the Majles (parliament).
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Table 1. Major Factions and Personalities

Reformists

Mohammad Reformist president during 1997-2005. Elected May 1997, with 69%

Khatemi/ of the vote; re-elected June 2001with 77%. Rode wave of sentiment

Reformists for easing social and political restrictions among students,
intellectuals, youths, and women that seeks reform but not outright
replacement of the Islamic republican regime. Khatemi supporters
held about 70% of the 290 seats in the 2000-2004 Majles. Now
heads International Center for Dialogue Among Civilizations and
remains apublic figurein Iran. Visited U.S. in September 2006 to
speak at Harvard and the Washington National Cathedral on
“dialogue of civilizations.” Reformist Mostafa Moin finished fifth
in thefirst round of presidential elections on June 17, 2005.

Office of Hardline reformists. Originally strong Khatemi supporters, but

Consolidation | turned against him for failing to challenge hardliners, particularly

Unity (Daftar | after July 1999 violent crackdown on student riots, in which four

Tahkim-e- students were killed.

V ahdat)

Theldamic The most prominent and best organized pro-reform grouping, itis

Iran headed by Khatemi’s brother, Mohammad Reza Khatemi. Hewas a

Participation | deputy speaker in the 2000-2004 Mgjles.

Front (11PF).

Mojahedin of | Composed mainly of |eft-leaning Iranian figures who support state

the Islamic control of the economy, but want greater political pluralism and

Revolution relaxation of rules on socia behavior.

Organization

(MIR).

Conservatives

Supreme Considered moderate conservative, seek to challenge U.S. hegemony

Leader Ali but not isolate Iran completely or provoke military confrontation.

Khamenge'i Generally supportive of the business community (bazaaris), and

and Akbar oppose major state intervention in the economy. Rafsanjani, key

Hashemi- strategist of the regime, advocates “ grand bargain” to resolve all

Raf sanjani outstanding issues with United States. At Rafsanjani’s urging,
Khamene'i recently has taken more active role constraining
Ahmadingjad’ s authority; has constitutional authority to dismiss
Ahmadingad, but no indication he plans such action.

President Leads faction of younger, harder line conservatives associated with

Mahmoud Revolutionary Guard, revolutionary institutions, and provincial

Ahmadingad | governments. Generally support state control of the economy, social

welfare programs for lower classes. Cabinet consists largely of his
hardlineassociatesinthe Revolutionary Guard, the Basij, or the Tehran
mayoralty. However, the Majles rejected the first three of his oil-
minister nominees. In keeping with a practice begun by Khatemi, he
a so named awoman as one of his nine vice presidents.
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Majles Relative by marriage of Khamene'i, controls largest conservative

Speaker faction in the Majles. Possibly at Khamene'i’s behest, has

Gholem Ali sometimes challenged Ahmadinejad’ s nominees and budget

Haded-Adel proposals.

Ali Larijani Former state broadcasting head, now heads Supreme National
Security Council and is chief nuclear negotiator. Considered very
hardline and supports Ahmadinejad goal of nuclear advancement, but
recently has sought to appear conciliatory to U.N. Security Council.

Mohammad Former Revolutionary Guard Air Force commander and police chief,

Bager Qalibaf | but perceived as a moderate conservative and rival of Ahmadinejad.
Supporters won nine out of 15 seats on Tehran city council in
December 2006 el ections, defeating Ahmadinejad supporters. Is
now mayor of Tehran. Possible challenger to Ahmadinejad in 2009.

Mahmud An Ayatollah, has headed the judiciary since 1999. Ally of

Hashemi Khamene'i and Rafsanjani, has supported repeated crackdowns on

Shahrudi independent media critical of the regime. But, has cracked down on
judicial corruption and on mistreatment of prisoners. Politically
close to Shiite IsSlamist partiesin Irag.

Ayatollah Founder of the hardline Haggani school, and spiritual mentor of

Mohammad Ahmading/ad. Fared poorly in December 2006 elections for 83-seat

Tagi Mesbah- | “Assembly of Experts’ that can amend the constitution, oversee

Y azdi Khamene'i’ s performance, and determine his successor, but did win
aseat. An assertive defender of the powers of the Supreme Leader
and a proponent of an “Islamic state” rather than the current “Islamic
republic,” and advocates isolation from the West. Some believe
Mesbah-Y azdi wantsto replace Khamene'i as Supreme Leader.

The Rebound of the Conservatives and the 2005 Election of
Mahmoud Ahmadinejad. After suffering several maor election defeats at the
handsof Mohammad K hatemi and thereformistsduring 1997-2000— andlosingthe
grip on power they held while Khomeini was alive — the broad conservative camp
has been gaining strength since the February 28, 2003, municipal elections, when
reformists largely boycotted and hardliners won most of the seats. They gained
additional strength from the February 20, 2004, Magjles elections, in which the
Council of Guardiansdisqualified about 3,600 mostly reformist candidates, including
87 members of the current Mgjles, enabling the conservatives to win a majority
(about 155 out of the 290 seats) on turnout of about 51%. The Administration and
the Senate (S.Res. 304, adopted by unanimous consent on February 12, 2004)
criticized the elections as unfair, because of candidate screening.

On thetide of these victories, Rafsanjani regained much of hisformer political
prominenceand raninthe June 2005 presidential el ections. (Hewasconstitutionally
permitted to run because a third term would not have been consecutive with his
previoustwo terms.) Rafsanjani had several more conservative opponents, three of
whom had tiesto the Revolutionary Guard: Ali Larijani (see Table 1); Mohammad
Bager Qalibaf (see Table 1); and Tehran mayor Mahmoud Ahmadinejad. Former
Guard commander-in-chief Mohsen Reza i dropped out beforethe el ection washeld.
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Inthe election, the Council of Guardians narrowed thefield of candidatesto 8
out of the 1,014 persons who filed. (In the 2001 presidential election, the Council
permitted 10 out of the 814 registered candidates.) On the eve of the first round,
President Bush criticized the elections as unfair because of the denia of so many
candidacies.® Inthe June 17, 2005 first round, turnout was about 63% (29.4 million
votes out of 46.7 million eligible voters). With 21% and 19.5%, respectively,
Rafsanjani and Ahmadingjad moved to a run-off. Ahmadingjad won a landslide
victory in the June 24 runoff, receiving 61.8% to Rafsanjani’s35.7%. Turnout was
47%, less than the first round, suggesting that reformists did not turn out in large
numbersto prevent Ahmadingjad’ s election. He took office on August 6, 2005.

Ahmadinejad Election, Government, and Popularity. Since taking
office, Ahmadinegjad hasinflamed world opinion with several anti-lsragl statements,
thefirst of which was stated at an October 26, 2005, Tehran conference entitled “A
World Without Zionism” that “Isragl should be wiped off the map” and that
“anybody who recognizes Israel will burn in the fire of the IsSlamic nations' fury.”
A similar point of contention was hisinsistence on the holding of a December 2006
conferencein Tehran questioning the Holocaust. A U.N. Security Council statement
and Senate and House resolutions (H.Res. 523 and S.Res. 292), passed in their
respective chambers, condemned the statement. On June 3, 2007, Ahmadinejad said
that Hezbollah in Lebanon and Hamas in the Pal estinian territories had pressed “the
countdown button for the destruction of the Zionist regime....”

Some Iranian leadersand portions of the popul ation appear to be concerned that
Ahmadingad's statements on Israel and open defiance of the international
community on the nuclear issue — for example, referring to the Security Council
resolutions discussed below as “torn pieces of paper” — are isolating Iran. The
results of the December 15, 2006, municipal council and Assembly of Experts
elections showed setbacks for Ahmadinejad supporters. His supporters won only 3
out of the 15 seats on the Tehran city council, with similar results in other major
cities. Ahmadingad's sister lost her bid for a Tehran council seat. Supporters of
rival conservative Qalibaf won a mgjority, and the reformists regrouped and fared
unexpectedly well, winning four of the seats. Just before the elections, students
protested Ahmadingjad during a speech at Tehran's Amir Kabir University, a
possible preview of hiswaning popularity.

3 “Bush Criticizes Iran Election Process as Unfair.” Reuters, June 16, 2005.
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Mahmoud Ahmadinegjad

First non-cleric to be president of the Islamic republic since the assassination of then
president Mohammad Ali Rajai in August 1981. About 50, he campaigned as a“ man of
the people,” the son of a blacksmith who lives in modest circumstances, who would
promote the interests of the poor and return government to the principles of the Islamic
revolution during the time of Ayatollah Khomeini. Hisofficial biography says he served
with the “ specia forces’ of the Revolutionary Guard, and he served subsequently (late
1980s) as a deputy provincial governor. With his momentum from the first round, and
backing from his “Isargaran” faction composed of former Guard and Basij (volunteer
popul ar forces) leaders and other hardliners. U.S. intelligence reportedly determined he
was not, aswas thought by some, one of the holders of the 52 American hostages during
November 1979-January 1981. Other accounts say Ahmadingjad believeshismissionis
to preparefor thereturn of the 12" “Hidden” Imam, whose return fromoccultationwould,
according to Twelver Shiite doctrine, be accompanied by the establishment of Islam as
the global religion. Inan October 2006 address, Ahmadinejad said, “| have aconnection
with God.” For more information, see CRS Report RS22569, Iran: Profile and
Satements of President Mahmoud Ahmadinejad, by Hussein Hassan.

Severa experts believe that Supreme Leader Khamene'i is trying to curb
Ahmadingjad's authority in order to limit confrontation with the international
community. The first decision that strengthened the view that Khamene'i seeksto
constrain Ahmadinead wasthe October 2005 grant of new governmental supervisory
powers to the Expediency Council. The second was the July 2006 creation of aten-
person advisory “Foreign Policy Committee” consisting of former defense and
foreign ministers. In January 2007, an Iranian newspaper owned by Khamene'i
admonished Ahmadingjad to remove himself from the nuclear issue. However,
Ahmadingjad’ stiesto the Revolutionary Guard and other revolutionary institutions,
likely positions him to weather criticism from senior leaders and others.

Ahmadinegjad also hastried to protect his position by appealing to the lower
classes. Hehasdirected theraising of some wages, cancelled some debts of farmers,
and increased social welfare payments and subsidies, although perhaps not to the
degree he had promised in his campaign. His distributive policies have been
supported, in part, by relatively high oil prices, which are nearly $60 per barrel, and
the budget he submitted in January 2007 assumes an oil price of only $33 per barrel.
The relative health of Iran’s budget could help Iran minimize the effects of
international sanctions resulting from Iran’s nuclear defiance. Still, Ahmading ad
has not moved to correct economic structural imbal ances, such asthe dependence on
oil revenues, which account for about 20% of Iran’s gross domestic product (GDP),
and itsextensiveimports of refined gasoline. Mg or economic sectorsor marketsare
controlled by the quasi-statal “foundations’ (bonyads), run by powerful former
officials, and there are special trading privilegesfor them and the bazaar merchants,
a key constituency for some conservatives. In a January 2007 letter, 150
parliamentarians in the 290-seat Magjles criticized his economic results, including
rising inflation. Ahmadingjad’s political base among the poor might be further
undermined by the May 2007 raising of gasoline prices (by afew cents per gallon)
and institution of some gas rationing — moves intended to curb consumption that
forces Iran to import refined gasoline.
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Table 2. Selected Economic Indicators

Economic Growth
(2005)

Proven Oil Reserves

Refined Gasoline
Imports

Qil Production
Oil Exports

Major Oil Customers

Refined Gasoline
Suppliers

Some Magjor Trading
Partners

Export Credit Guarantee
Exposure Limit

Major Non-Qil
Investments

Trade With U.S. (2006)

Foreign Exchange
Reserves

External Debt

Income Per Capita
(purchasing power
parity)

Unemployment Rate

4.8%

100 billion barrels (fifth in world)

$5 billion value per year (60% from European oil trader
Vitol)

4 million barrels per day (mbd)
2.4 mbd

China - 450,00 barrels per day (bpd); about 4% of China's
oil imports; Japan - 800,000 bpd, about 12% of oil
imports;; South Korea - about 9% of its oil imports; Italy -
9% from Iran; France - 7%; Belgium - 14%,; Turkey -
22%; Greece - 24%; India- 150,000 bpd (10% of its oil
imports)

India, Kuwait, Turkey, Venezuela

Japan ($7.5 billion exports to Japan); China ($3.9 billion
exports, $2.7 billion imports); Italy ($5.3 billion equally
divided import/export); Germany ($4.9 billion imports
from); France ($3.2 billion imports)

Italy - $6.2 billion; Germany $5.4 billion; France - $1.4
billion; Spain - $1 billion, and Austria - $1 billion

Renault (France) and Mercedes (Germany)- automobile
productionin Karaj, Iran - valued at $370 million;
Renault (France), Peugeot (France) and Volkswagen
(Germany) - auto parts production; Turkey - Tehran
airport improvement, hotels; China - shipbuilding on
Qeshm Island, aluminum factory in Shirvan, cement plant
in Hamadan; United Arab Emirates financing of Esfahan
Steel Company; India- steel plant; S. Korea- steel plant
in Kerman Province; S. Koreaand Germany - $1.7 billion
intended investment to expand Esfahan refinery.

$242 million (trade is severely restricted by U.S.
sanctions, as discussed later). Of which; exportsto U.S. -
$157 million. Imports from U.S. - $85 million.

$40 billion+

$19 hillion (2005 est.)

$8,100 per year

11%+

Sour ce: CIA World Factbook, various press, IMF.
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Dissidents and Opposition Organizations

The regime appears generaly stable for now, but there are factions and
movementsthat are actively seeking to substantially modify its policiesor to replace
it outright. The groups that seek to replace the regime, by accounts of observers,
have little popularity inside Iran.

Regime Members-Turned Dissidents. Theregimeis highly concerned
about those dissidents who previously held senior regime positions.  These
dissidents are popular inside Iran, but their ascendancy, were it to occur, might not
fundamentally alter Iran’s relations with the United States. One such figure,
Ayatollah Hossein Ali Montazeri, was released in January 2003 from several years
of housearrest, but he remains under scrutiny. He had been Khomeini’ s designated
successor until 1989, when Khomeini dismissed him for allegedly protecting
intellectuals and other opponents of clerical rule. Another senior cleric who takes
this position, Ayatollah Mohammad Kazemeni Boroujerdi, was arrested on October
8, 2006. Other such dissidents include theoretician Abd al-Karim Soroush, former
Interior Minister Abdollah Nuri, and former hostage-holder Abbas Abdi, who had
been arrested for publishing an opinion poll purporting to show that the Iranian
public favors restoring relations with the United States.

Regime Critics. Some dissidents were not high level regime figures, but
have sought to challenge or expose the regime's practices from inside Iran.  One
exampleisjournalist Akbar Ganji, who conducted hunger strikes to protest regime
oppression. He was released on schedule on March 18, 2006 after sentencing in
2001 tosix yearsin prison for aleging high-level involvement in aseries of murders
of Iranian dissident intell ectual sthat the regime had blamed on “rogue agents’ in the
security apparatus. TheBush Administrationissued astatement callingfor hisrelease
onJuly 12, 2005. Inthe 109" Congress, H.Res. 414 expressed the sense of Congress
that the United States and United Nations should condemn Iran’s imprisonment of
him.

Another example was a Canadian journalist of Iranian origin, Zahra Kazemi,
who died in 2003, alegedly of beating, while in Iranian detention. She had been
detained in July 2003 for filming outside Tehran’ sEvin prison. Anintelligenceagent
who allegedly conducted the beating was acquitted on July 25, 2004, prompting
accusations that the investigation and trial were unfair. The prosecutor in her case,
Saeed Mortazavi, allegedly responsiblefor numeroushuman rightsabuses, waslran’s
representative to the inaugural meeting of the U.N. Human Rights Council.

People’s Mojahedin Organization of Iran (PMOI). Of the groups
seeking to replace the regime outright, one of the best known is the People’'s
Mojahedin Organization of Iran (PMOI).* Secular and |e&ft-leaning, it was formed
in the 1960s to try to overthrow the Shah of Iran and advocated aform of Marxism
blended with Islamic tenets. It alied with pro-Khomeini forces during the Islamic
revolution and supported the November 1979 takeover of the U.S. Embassy in

“ Other names by which this group is known isthe M ojahedin-e-K hal g Organization (MEK
or MKO) and the National Council of Resistance (NCR).
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Tehran but was later purged and driven into exile. In June 2003, France arrested
about 170 PMOI members, including its co-leader Maryam Rajavi (wife of PMOI
founder Masoud Rajavi, whereabouts unknown); shewasrel eased and remainsbased
in France, and is occasionaly received by European parliamentarians and other
politicians. In December 2006, a European Union (EU) court struck down EU’s
freezing of the PMOI’ s assets in Europe.

Even though it is an opponent of Tehran, since the late 1980s the State
Department has refused contact with the PMOI and its umbrella organization, the
National Council of Resistance (NCR). The State Department designated the PM Ol
asaforeign terrorist organization (FTO) in October 1997° and the NCR was named
asan alias of the PMOI in the October 1999 re-designation. The FTO designation
was prompted by PMOI attacksin Iran that sometimeskilled or injured civilians—
although the group does not appear to purposely target civilians. In August 14, 2003,
the State Department designated the NCR officesin the United States an alias of the
PMOI, and NCR and Justice Department authorities closed down those offices. In
November 2002, aletter signed by about 150 House Members was rel eased, asking
the President to remove the PMOI from the FTO list.°

The State Department report on international terrorism for 2006 assertsthat the
organization — and not just a radical element of the organization as the group
asserts — was responsible for the aleged killing of seven American defense
advisersto the former Shah in 1975-1976. The State Department report has, in the
past, noted the group’s promotion of women in its ranks, but the report for 2006
emphasizesthegroup’ s“cult-like” character, includingindoctrination of itsmembers
and separation of family members from its activists.

The group’s alliance with Saddam Hussein’'s regime in the 1980s and 1990s
contributed to the U.S. shunning of the organization. U.S. forces attacked PMOI
military installations in Iraq during Operation Iragi Freedom and negotiated a
ceasefire with PMOI military elements in Iraqg, requiring the approximately 3,350
PMOI fightersto remain confined to their Ashraf camp near the border with Iran. Its
weaponry is in storage, guarded by U.S. and now Bulgarian military personnel.
Another 350 PMOI fighters have taken advantage of an arrangement between Iran
and the ICRC for them to return home if they disavow further PMOI activities.
Another 200 are in the process of leaving Ashraf if a host country could be found.

Press reports say that some Administration officials want the group removed
fromthe FTO list and want aU.S. alliance with it against the Tehran regime.” Those
advocating that policy took heart from the U.S. decision in July 2004 to grant the
Ashraf detainees “protected persons’ status under the 4™ Geneva Convention,
meaning they will not be extradited to Tehran or forcibly expelled aslong as U.S.

®> The designation was made under the authority of the Anti-Terrorism and Effective Death
Penalty Act of 1996 (P.L. 104-132).

¢“Removal of Iran Group From Terror List Sought.” Washington Post, November 23, 2002.

" Cloud, David. “U.S., Iran Hit Bumpy Terrain on Road to Rapprochement.” Wall Street
Journal, May 12, 2003.
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forcesremaininirag. Atthesametime, somelragi leadersfrom pro-Iranianfactions,
including Prime Minister Nuri al-Maliki, have said that the group would be expelled
from Irag some time in 2007.

The Son of the Former Shah. Somelranian exiles, aswell as someelites
still in Iran, want to replace the regime with a constitutional monarchy led by Reza
Pahlavi, the U.S.-based son of the late former Shah and aU.S.-trained combat pilot.
However, he does not appear to have large-scale support inside Iran. In January
2001, the Shah’ s son, who isabout 50 years old, ended along period of inactivity by
giving a speech in Washington D.C. calling for unity in the opposition and the
ingtitution of a constitutional monarchy and democracy in Iran. He has since
broadcast messages into Iran from Iranian exile-run stations in California® His
political adviser isMIT-educated Shariar Ahy.

Other Exiled Activists. Numerous other Iranians in exile want to see a
change of regimein Tehran. Many of them are based in California, where thereis
a large Iranian-American community, and there are about 25 small-scale radio or
television stations that broadcast into Iran. Some U.S.-based activists are the
following:

e The Abdorrahman Boroumand Foundation. Thisfoundation, led
by two Boroumand sisters, is trying to document human rights
abusesin Iran.

e Thelran Human Rights Documentation Center (IHDC). The center
is run by persons mostly of Iranian origin and affiliated with Yale
University’s Griffin Center for Health and Human Rights. It is
documenting abuses in Iran, using contacts with Iraniansin Iran.

e TheNational Iranian American Council (NIAC). Theorganization's
objective is to build and expand networks of Iranian-American
organizations, but it is generally considered an advocate of U.S.
engagement with Tehran.

e Amir Abbas Fakravar. A leader of the student dissidents who
emerged in the July 1999 anti-regime student riots. A former
medical student, he served timein Iranian prisons.

¢ Iranof Tomorrow Movement. Thisgroup claimsto have“resistance
cells’ inside Iran. It operates a 24-hour satellite TV station and a
radio broadcast. A related movement, “XTV,” advocates the non-
violent overthrow of the regime and is close to the Shah’s son.

e Channel One TV/Radio Pedar. Run by Mr. Shahram Homayoun, a
Los Angeles-based exile, this station broadcasts to Iran one hour
each day.

8 Kampeas, Ron. “Iran’s Crown Prince Plots Nonviolent Insurrection from Suburban
Washington.” Associated Press, August 26, 2002.
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e Rang ARang Television. Led by Davar Veiseh and basedin Vienna,
Virginia, advocates regime change through peaceful means.

No U.S. assistance has been provided to exile-run stations. However, the
conference report on the FY 2006 regular foreign aid appropriations, P.L. 109-102,
statesthe sense of Congressthat the Administration consider such financial support.

Human Rights and Religious Freedom

Iran’ s leaders have taken numerous steps to suppress dissent or challenges not
only from the groups discussed above but also by civil society leaders, |abor |eaders,
and minoritiesthat are considered a potentia threat to the Persian majority (Persians
are about 55% of the population). The State Department’ s human rights report for
2006, released March 6, 2007, said Iran’s aready poor human rights record
“worsened” during the year. That report, and the 2006 State Department “religious
freedom” report (released September 15, 2006), cite Iran for widespread human
rightsabuses including summary executions, disappearances, torture, arbitrary arrest
and detention, and discrimination against women.® Specific trends or major cases
include the following:

e Inan effort to restrict Since 2000, hardliners in the judiciary have
closed hundreds of reformist newspapers, athough many have
tended to reopen under new names, and authorities haveimprisoned
or questioned several editorsand even somemembersof theMajles.
Iran aso has blocked hundreds of pro-reform websites. On
December 19, 2005, Ahmadinejad banned Western music from state
media, reviving a cultural decree from Ayatollah Khomeini’s rule.

e The State Department reports that the regime hasforcibly repressed
strikes by the 17,000-member Tehran bus drivers union, including
arresting its leaders.

e Ontheissueof women'’ srights, the most widely reported issueisthe
requirement that women fully cover themselvesin public, generally
with a garment called a chador. There has been a progressive
relaxation of enforcement of thisrule, particularly during Khatemi’s
presidency. To date, Ahmadingjad has not reversed that rel axation.
However, on March 4, 2007, theregime arrested 31 women activists
who were protesting the arrest in 2006 of several other women's
rights activists; all but 3 of the 31 were released by March 9. In
May 2006, the Majles passed a hill calling for increased public
awareness of Islamic dress, an apparent attempt to persuade women
not to violate the dress code or wear Western fashion. The bill did
not, as some outside Iran intimated, contain any requirement or
suggestion that members of Iran’s minority groups wear badges or

° For text of both, see [http://www.state.gov/g/drl/rls/hrrpt/2006/78852.htm]; see also
[http://www.state.gov/g/drl/rls/irf/2005/51599.htm].
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distinctive clothing. In April 2006, Ahmadingjad directed that
women beallowed to attend soccer matches, but the Supreme Leader
reversed that move. Women can vote and run in parliamentary
elections, but their candidacies for president have routinely been
barred by the Council of Guardians. Iranian women can drive, and
many work outside the home, including owning and running their
own businesses. There are thirteen women in the 290-seat M ajles.

The State Department report addsthat, during 2006, the government
increased controls over use of the internet because citizens have
increasingly turned to that medium asasourcefor newsand political
debate. In one specific maor development during 2006, in
September the government closed a major reformist daily
newspaper, Shargh, citing its publishing of a satirical cartoon with
political overtones.

Each year since 1999, the State Department religiousfreedom report
has named Iran as a “Country of Particular Concern” under the
International Religious Freedom Act, and no significant
improvement in lran’s practices on this issue was noted in the
International Religious Freedom report for 2006. (No sanctions
have been added because of this designation, on the grounds that
Iran is already subject to extensive U.S. sanctions.)

Iran is repeatedly cited for repression of the Baha'i community,
which Iran’s Shiite Muslim clergy views as a heretical sect. In
March 2006, U.N. Special Rapporteur on Freedom of Religion or
Belief revealed the existence of an Iranian letter directing greater
domestic surveillance of the Baha'is. Inthe 1990s, several Baha'is
were executed for apostasy (Bahman Samandari in 1992; Musa
Talibi in 1996; and Ruhollah Ruhani in 1998). Another,
Dhabihullah Mahrami, was in custody since 1995 and died of
unknown causes in prison in December 2005. In February 2000,
Iran’s Supreme Court set aside the death sentences against three
other Baha'is. Several congressional resolutions have condemned
Iran’s treatment of the Baha'is, including S.Con.Res. 57 (106™
Congress), which passed the Senate July 19, 2000, and H.Con.Res.
257, which passed the House on September 19, 2000. In the 109"
Congress, partly in response to a May 2006 wave of arrests of
Baha'is in Shiraz, H.Con.Res. 415, requests the Administration
emphasize that it regards Iran’s trestment of the Bahais as a
significant factor in U.S. Iran policy.

On the treatment of Jews (along with Christians, a “recognized
minority,” with one seat in the Mgles), the 30,000-member Jewish
community (the largest in the Middle East aside from Israel) enjoys
somewhat more freedoms than Jewish communitiesin several other
Muslim states. However, in practice the freedom of Iranian Jewsto
practice their religion is limited, and Iranian Jews remain reluctant
to speak out for fear of reprisals. During 1993-1998, Iran executed
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five Jaws allegedly spying for Israel. In June 1999, Iran arrested 13
Jews (mostly teachers, shopkeepers, and butchers) from the Shiraz
areathat it said were part of an “espionagering” for Israel. After an
April-June 2000 trial, ten of the Jews and two Muslimsaccomplices
were convicted (July 1, 2000), receiving sentences ranging from 4
to 13 years. An appeals panel reduced the sentences, and all were
released by April 2003.

e TheState Department reportsnoteother discrimination against Sufis
and Sunni Muslims, although abuses against Sunnis could reflect
that minority ethnicities, including Kurds, are mostly Sunnis. In
addition, theregimerepressed 2006 unrest among theminority Azeri
population, aswell as Arabsin the southern province of Khuzestan.

e The June 6, 2006 (latest annual), State Department “ Trafficking in
Persons’ report placesIranin Tier 3 (worst level) for failing to take
action to prevent trafficking in persons. Girls purportedly are
trafficked for sexua exploitation within Iran and from Iran to
Turkey, Pakistan, and the Persian Gulf states.

Successive administrations have not generally considered Iran’ s human rights
practices as a strategic threat to U.S. interests, but the Bush Administration has
highlighted Iran’s human rights record as part of an effort to build international
consensusto pressure Iran. The Administration has established with European allies
and Canadaa“Human Rights Working Group” that coordinatesaresponseto Iran’s
humanrightsabuses. A special U.N. Human Rights Commission monitoring mission
for Iran, consisting of reports by a“ Special Representative” on Iran’s human rights
record, was conducted during 1984-2002. Iran has since agreed to “thematic”
monitoring consisting of periodic U.N. investigations of specific aspects of Iran’s
human rightsrecord. Iranisaparty to the two international human rights covenants.

Iran’s Strategic Capabilities and
Weapons of Mass Destruction Programs

The Administration’s “Nationa Security Strategy” document released March
16, 2006, saysthe United States“ may face no greater challengefrom asingle country
than from Iran,” an assessment based largely on Iran’s growing weapons of mass
destruction (WMD) programs and its ability to exert influencein theregion.”® Iran’'s
advanced and other conventional weaponry isdeemed to posealesssignificant threat
than its WMD, but Iran’ s forces could still, in some cases, threaten U.S. forces and
aliesin the Gulf region, as discussed in the section later in this paper on military
action and scenarios.

10 See [ http://www.whitehouse.gov/nsc/nss/2006/] .
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Conventional Military

Iran’s conventional armed forces are large but widely considered relatively
combat ineffective against awell-trained military such as that of the United States.
Iran’ sforcesare believed to be sufficiently effectiveto deter or fend off conventional
threats from Iran’ s relatively weak neighbors such as post-war Irag, Turkmenistan,
Azerbaijan, and Afghanistan but are largely lacking in logistical ability to project
power much beyond Iran’s borders. Lacking such combat capability, Iran has
avoided causefor conflict with its more militarily capable neighbors such as Turkey
and Pakistan. Iran’s Revolutionary Guard Corps, which also controls the Basij
volunteer militiathat enforces adherenceto Islamic customs, isgenerally loyal tothe
hardlinerspolitically. (Inthe 110" Congress, aprovision of H.R. 1400 and of S. 970
cals for the Revolutionary Guard to be designated a foreign terrorist organization,
or FTO.) Moreinformation on Iran’s military and how it might perform in combat
against the United States is discussed under “military options’ later in this paper.

Table 3. Iran’s Military Arsenal

Defense
Military Tanks &Jzﬁce- Combat Ships Budget
Personnel Missiles Aircraft P (billions
U.S9)
545,000 1,693 150 280 200 6.6
(regular  [(incl. 480 I-Hawk | (incl. 25 MiG-29 | (incl. 10 Chinese-
military and | T-72) |plussome| and 30 Su-24) made Hudong, 40
Revolutionary Stinger Boghammer, 3
Guard Corps frigates) Also has
(IRGC). 3 Kilo subs
IRGC is about
one-third of
total force.

Number of “QodsForces’ of IRGC | Approximately 3,000 total in the Qods Force, whicl
promotes Iran’s regional and global objectives
through advisory support to pro-Iranian factionsin
L ebanon, Irag, Persian Gulf states, Afghanistan, and
Central Asia. Alsooperatesworldwideintelligence
network to give Iran possibleterrorist option and to

assist in procurement of WM D-related technol ogy.

—J

Ship-launched cruise missiles  |lIran is able to arm its patrol boats with Chinese-
made C-802 cruise missiles. Iran aso has Chinese-
supplied HY -2 Seerseekers emplaced along Iran’'s
coast. Both systems could be used to try to block
the Strait of Hormuz, to attack Persian Gulf state il
export terminals, or to threaten shipping through

that waterway.?




CRS-15

Defense
military | 7 o | M2 | Combar o Budget
Personnel Missiles Aircraft P (billions
Uuss9)
Midget Subs Iran is said to possess several midget submarines,

possibly purchased assembled or in kit form from
North Korea. Iran could try to usethese vesselsin
any conflict, although some experts believe that
U.S. naval forces could detect and counter this
equipment, particularly the larger vessels, without
substantia difficulty.

Anti-aircraft missile systems Russia has sold and now delivered to Iran (January
2007) 30 anti-aircraft missile systems (Tor M1),
worth over $1 billion. A press report in late
September 2006 said that Ukrainehasagreed to sell
Iran the Kolchuga radar system that can improve
Iran’s detection of combat aircraft.

a. Jacoby testimony before the Senate Intelligence Committee. February 16, 2005.

Nuclear Program

Some observers believe that Iran and the international community have
reached acrisisover Iran’ snuclear program. Many outside expertsand governments
believe that Iran is attempting to achieve a nuclear weapons capability, and stated
U.S. policy isto prevent that outcome. On September 5, 2006, President Bush said
explicitly “I am not going to allow [a nuclear-armed Iran].”** The International
Atomic Energy Agency (IAEA), despite intensified inspections and other means of
investigation since late 2002, says it cannot verify that Iran’s program is purely
peaceful, and several of itsreports (January 31, 2006, and February 27, 2006) say it
found documents that show a possible “military nuclear dimension” to Iran's
program.

Iranian leaders insist that Iran’s nuclear program is for electricity generation
because its oil resources are finite and that enriching uranium to make nuclear fuel
is allowed under the 1968 Nuclear Non-Proliferation Treaty,* to which Iran is a
party. Ananalysiswas published by the National Academy of Sciences challenging
the U.S. view that Iran is petroleum rich and therefore has no need for a nuclear
power program. According totheanaysis, therelativelack of investment is causing
arapid decline in Iranian oil exports to the point where Iran might have negligible

1 Schweid, Barry. “Bush: Won't Allow A Nuclear-Armed Iran.” Associated Press,
September 5, 2006.

12 For Iran’ sarguments about its program, see Iranian paid advertisement “ An Unnecessary
Crisis — Setting the Record Straight About Iran’s Nuclear Program,” in the New York
Times, November 18, 2005. P. A11.
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exports of oil by 2015.2* U.S. officials say that Iran’s vast gas resources make a
nuclear energy program unnecessary.

Despite Iran’s professions that WMD is inconsistent with its ideology, Iran’s
factions appear to agree on the utility of anuclear weapons capability asameans of
ending its perceived historic vulnerability to U.S. domination and a symbol of Iran
as a mgjor nation. Others believe Iran sees nuclear weapons as instruments to
dominate the Persian Gulf, and these experts believe an Iranian nuclear weapon
would dramatically shift thebalance of power inthe Gulf/MiddleEastinIran’ sfavor.
There are also fears Iran might transfer WMD to extremist groups or countries.

Although suspicionsof Iran’ sintentionsarewidely shared, thereisdisagreement
over the urgency of theissue. The CIA reportedly has found no firm evidence that
Iran istrying to develop anuclear weapon.** On June 3, 2007, Secretary of Defense
Gatessaiditisthe“genera view” of the U.S. intelligence community that Iran could
develop a nuclear device “probably sometime in the period 2010-2011 or 2014-
2015.” 5 Other experts focus on a so-called “point of no return,” a point at which
Iran has the expertise and proficiency to enrich uranium to weapons grade levels.
Some press reports in early 2007 said that Iran’s program was facing significant
bottlenecks and that it might not yet have mastered centrifuge cascade technology.
However, the IAEA report of May 23, 2007 said that Iran is running at least 1,300
centrifuges (8 lines of 164 centrifuges each), suggesting it might have overcome
some, but not all, of its technological roadblocks to high enrichment.

European Diplomatic Efforts/Paris Agreement. International
attention to Iran’s nuclear program increased in 2002 after Iran confirmed PMOI
allegations that it was building two facilities that could be used to produce fissile
material useful for anuclear weapon: a uranium enrichment facility at Natanz and
a heavy water production plant at Arak, considered ideal for the production of
plutonium. (In November 2006, the IAEA, at U.S. urging, declined to provide
technical assistance to the Arak facility on the grounds that it was likely for
proliferation purposes.) It was also revealed in 2003 that the founder of Pakistan's
nuclear weapons program, Abdul Qadeer (A.Q.) Khan, sold Iran nuclear technology
and designs.’® At the same time, concerns continued over Russia s work, under a
January 1995 contract, on an $800 million nuclear power plant at Bushehr. Russia
insisted that Iran sign an agreement under which Russiawould provide reprocessthe
plant’ s spent nuclear material; that agreement was signed on February 28, 2005. The

3 Stern, Roger. “The Iranian Petroleum Crisis and United States National Security,”
Proceedings of the National Academy of Sciences of the United Sates of America.
December 26, 2006.

14“CIA Analysis Finds No Iranian Nuclear Weapons Drive: Report.” Available online at
[http://fullcoverage.yahoo.com/s/afp/20061119/ts_af p/usirannucl earweaponsmilitary 06
1119034024]. November 19, 2006.

>Burns, Robert. “GatesUrges PenaltiesAgainst Tehran* Right Now.’” Washington Times,
June 3, 2007.

16 Lancaster, John and Kamran Khan. “Pakistanis Say Nuclear Scientists Aided Iran.”
Washington Post, January 24, 2004.
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plant was expected to become operational in 2007, but, in March 2007, Russiatold
Iran it would not fuel thereactor until Iranisin compliancewith the U.N. resolutions
discussed below. Russia has pulled most of its 800 technicians out of the site. As
part of the contract, Russia has trained about 700 Iranian nuclear engineers.

In 2003, France, Britain, and Germany (the “EU-3") opened a separate
diplomatic track to curb Iran’s program. On October 21, 2003, Iran pledged, in
return for peaceful nuclear technology, to (1) fully disclose its past nuclear
activities, (2) to sign and ratify the “Additional Protocol” to the NPT (allowing for
enhanced inspections), and (3) to suspend uranium enrichment activities. lIransigned
the Additional Protocol on December 18, 2003, although the Magjles has not yet
ratified it. Iran abrogated the agreement after the IAEA reports of November 10,
2003, and February 24, 2004, stated that Iran had violated its NPT reporting
obligations over an 18-year period.

Inthefaceof theU.S. threat to pushfor Security Council action, the EU-3 and
Iran reached a more specific November 14, 2004, “Paris Agreement,” committing
Iran to suspend uranium enrichment (as of November 22, 2004) in exchange for
renewed trade talks and other aid.” EU-3 - Iran negotiations on a permanent nuclear
pact began on December 13, 2004, and related talks on a trade and cooperation
accord (TCA) began in January 2005. On March 11, 2005, the Bush Administration
announced it would support, but not join, the EU-3 talks by offering to drop U.S.
objectionsto Iran’ sapplicationto the World Trade Organization (whichitdidin May
2005) and to consider sales of U.S. civilian aircraft partsto Iran.

Referenceto the Security Council. TheParisAgreement brokedown just
after Ahmadingiad’s election, when Iran relected as insufficient an EU-3 “final
settlement” plan that offered to assist Iran with peaceful uses of nuclear energy
(medicine, agriculture, and other uses) and provide limited security guarantees in
exchange for Iran’s (1) permanently ending uranium enrichment; (2) dismantling
the Arak reactor; (3) agreement to no-notice nuclear inspections; and (4) pledge not
toleavethe NPT (which hasalegal exit clause). On August 8, 2005, Iran broke the
IAEA seals on its uranium “conversion” (one step before enrichment) facility at
Esfahan and began conversion. On September 24, 2005, the IAEA Board voted to
declare Iran in non-compliance with the NPT and to refer the issue to the Security
Council, *® but no time frame was set for the referral. Iran did not cease uranium
conversion (and now has about 200 tonsof converted uranium, enough for 20 nuclear
weapons if enriched). The Administration supported a November 2005 Russian
proposal to Iran to establish afacility in Russia at which Iranian uranium would be
enriched, thereby enabling Iran to claim it had retained its right to enrich. Iran did
not accept the proposal.

Y For text of the agreement, see [ http://www.iaea.org/NewsCenter/Focus/|agalran/eu_iran
14112004.shtml].

8\Votingin favor: United States, Australia, Britain, France, Germany, Canada, Argentina,
Belgium, Ghana, Ecuador, Hungary, Italy, Netherlands, Poland, Portugal, Sweden, Slovakia,
Japan, Peru, Singapore, South Korea, India. Against: Venezuela. Abstaining: Pakistan,
Algeria, Yemen, Brazil, China, Mexico, Nigeria, Russia, South Africa, Sri Lanka, Tunisia,
and Vietnam.
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In January 2006, Iran resumed enrichment activities, and on February 4, 2006,
the IAEA board voted 27-3" for a resolution to report Iran to the U.N. Security
Council. On March 29, 2006, the Council agreed on a Council presidency
“statement” setting a 30-day time limit (April 28, 2006) for Iran to cease
enrichment.® However, becauseof opposition by Russiaand Chinatoimmediately
punishing Iran, on May 8, 2006, the Administration said it would support another
diplomatic overture. At the same time, the Administration rebuffed a letter from
Ahmadingjad to President Bush* as offering no new nuclear proposals.

U.S. Offer to Join Talks and Future Steps. In an effort to strengthen the
diplomacy, as well as to build support for possible international or multilateral
sanctions, the Administration offered on May 31, 2006, to join the nuclear talkswith
Iran if Iran first suspends its uranium enrichment. Such talks would center on a
package of incentives and possible sanctions that were agreed to on June 1, 2006, by
anewly-formed group of negotiating nations, the so-called “ Permanent Five Plus 1”
(P5+1: United States, Russia, China, France, Britain, and Germany). EU
representative Javier Solanaformally presented the offer to Iran on June6; U.S. and
EU officials say that this offer remainsopen. Iran-Solana negotiations continued on
the package in April and May 2007, without result to date.

Reported I ncentives?

¢ Negotiationson an EU-Iran trade agreements and acceptance of Iran
into the World Trade Organization.

e Easing of U.S. sanctions to permit sales to Iran of commercial
aircraft or aircraft parts.

e Sde to Iran of a light-water nuclear reactor and guarantees of
nuclear fuel, and possible sales of light-water research reactors for
medicine and agriculture applications.

e An*“energy partnership” between Iranandthe EU, including helpfor
Iran to modernizeitsoil and gas sector and to build export pipelines.

e Support for a regional security forum for the Persian Gulf, and
support for the objective of a WMD free zone for the Middle East.

e The possibility of eventually allowing Iran to resume uranium
enrichment if it complies with al outstanding IAEA requirements

¥V otingno: Cuba, Syria, Venezuela. Abstaining: Algeria, Belarus, Indonesia, Libya, South
Africa

2 See[ http://daccessdds.un.org/doc/UNDOC/GEN/N06/290/88/PD F/N0629088. pdf ?0pen
Element].

21 See[ http://www. presi dent.ir/eng/ahmadinej ad/croni cnews/ 1385/02/19/index-e.htmb3] .

22 One source purports to have obtained the contents of the package from ABC News:
[http://www.basi cint.org/pubs/Notes/BN060609.htm]
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and can prove that its nuclear program is purely for peaceful
pUrpOSEs.

Reported Sanctions

e Denial of visasfor Iraniansinvolved in Iran’s nuclear program and
for high-ranking Iranian officials.

o A freeze of assets of Iranian officials or institutions and freeze of
Iran’s assets abroad and a ban on some financia transactions with
[ran.

e A ban on sales of advanced technology and of armsto Iran; and a
ban on salesto Iran of gasoline and other refined oil products.

e An end to support for Iran’s application to the WTO.

Resolution 1696. Iran said it would give afinal response to the offer by
August 22, 2006, beyond the deadline for response set by the six powers (July 12) —
atime frame set to coincide with the G-8 summit in St. Petersburg (July 15, 2006).
On July 31, 2006, the Security Council voted 14-1 (Qatar voting no) for U.N.
Security Council Resolution 1696, giving Iran until August 31, 2006, to fulfill the
longstanding IAEA nuclear demands (enrichment suspension, etc). Purportedly in
deference to Russia and China, it was passed under Article 40 of the U.N. Charter,
which makes compliance mandatory, but not under Article 41, which refers to
economic sanctions, or Article 42, which would authorize military action. It called
on U.N. member states not to sell Iran WM D-useful technology.

On August 22, 2006, Iran submitted a 21-page formal response to the June 6
offer by the six powers. The text of Iran’s response was not disclosed, but it
reportedly offered negotiations on abroader roadmap of engagement with the West
— and sought provision of guarantees that the United States would not seek to
changelran’ sregime— in exchangefor acceptance of theinternational demandson
the nuclear program. Iran did not offer to suspend uranium enrichment in advance
of negotiations.

Resolution 1737. With the backing of the P5+1, chief EU negotiator Javier
Solana negotiated with Iran to try arrange a temporary enrichment suspension. A
round of talks, in Berlin, concluded on September 28, 2006, without agreement.
After almost four months of negotiations during which Russiaand, to alesser extent,
China, argued that diplomacy with Iran would yield greater results than would
sanctions, the Security Council agreed to U.N. Security Council Resolution 1737.
It was passed unanimously on December 23, 2006, under Chapter 7, Article 41 of the
U.N. Charter. It prohibits sale to Iran — or financing of such sale — of technology
that could contribute to Iran’s uranium enrichment or heavy-water reprocessing
activities. It also required U.N. member states to freeze the financial assets of ten
named Iranian nuclear and missile firms, including thosein Table 4.

TheResolutiondid not mandatethe banning of travel by these personalities, but
called on member states not to admit them. It also provided an exemption for the
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Bushehr reactor, which Russia had sought. The EU foreign ministers agreed on
February 12, 2007, to freeze the assets of the named entities and to impose broader
restrictionson entitiesthat might later beidentified asassisting Iran’ sSWMD program
and to prevent the training of Iranians in Europe that might contribute to Iran’s
programs. Inreaction, theMajlescalled for the government to adjust its cooperation
with IAEA inspections.

Resolution 1747. Resolution 1737 demanded enrichment suspension by
February 21, 2007. An IAEA report sent to Board member countries that day
reportedly corroborated Iran’s statements of defiance, saying it is continuing its
enrichment activities. In London on March 8, 2007, the P5+1 began formal
discussions on anew Chapter 7 Security Council resolution that would presumably
impose additional sanctions on Iran, quickly reaching agreement. On March 24,
2007, Resolution 1747 was adopted unanimously:

e It added 10 military/WMD-related entities; 3 Revolutionary Guard
entities; 8 persons, and 7 Revolutionary Guard commanders listed
in Table4.

e It bansarmstransfersby Iran, aprovision targeted at Iran’s alleged
arms supplies to Lebanese Hezbollah and to Shiite militiasin Irag.

e It requires all countries to report to the United Nations when the
sanctioned Iranian persons travel to their territories.

e It calsfor (but does not require) countries to refrain from selling
armsor dual useitemsto Iran and to avoid any new lending or grants
to Iran.

Resolution 1747 demands Iran suspend enrichment and comply with other
previous provisions by May 24, 2007. The IAEA report of May 23, 2007 indicated
that Iran did not comply, and new negotiations have begun on another resolution.
Observers say that a new resolution is likely to focus on making mandatory those
provisions that are only voluntary in 1737 and 1747. The potentia for additional
U.N. sanctionsisdiscussed in the section on multilateral and international sanctions
later in this paper.

At the same time, IAEA Director Baradel has incurred some criticism in May
and June 2007 for reportedly telling the Security Council countries that it is no
longer realistic to demand uranium enrichment suspension, but instead to focus on
preventing industrial-scale production of enriched uranium and allowing robust
inspectionsto ensurethe uraniumisnot enriched to bomb-gradelevels. Othershave
criticized him for reported policy comments taking issue with U.S. officials who
advocate military action or regime change as a means of curbing Iran’s nuclear
program.

Chemical Weapons, Biological Weapons, and Missiles

Official U.S. reports and testimony continue to state that Iran is seeking a self-
sufficient chemical weapons (CW) infrastructure, and that it “may have aready”
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stockpiled blister, blood, choking, and nerve agents — and the bombs and shellsto
deliver them. This raises questions about Iran’s compliance with its obligations
under the Chemical Weapons Convention (CWC), which Iran signed on January 13,
1993, and ratified on June 8, 1997. These officials and reports also say that Iran
“probably maintain[s] an offensive [biological weapons] BW program ... and
probably has the capability to produce at least small quantities of BW agents.”

Ballistic Missiles/Warheads. Largely with foreign help, Iran is becoming
self sufficient in the production of ballistic missiles and, by U.S. accounts, already
hasthe largest inventory of ballistic missilesin the Middle East. Tehran appearsto
view itsballistic missilesasan integral part of its strategy to deter or retaliate against
forcesin the region, including U.S. forces. The Bush Administration is seeking to
establish sites in Europe, including Poland and the Czech Republic, to counter
Iranian ballistic missiles.

e Shahab-3. Two of itsfirst threetests of the 800-mile range Shahab-
3 (July 1998, July 2000, and September 2000) reportedly were
inconclusive or unsuccessful, but Iran conducted an apparently
successful series of testsin June 2003. Iran subsequently called the
Shahab-3 operational, meaning that it would be capable of hitting
Israel Despite Iran’s claims, some U.S. experts say the missileis
not completely reliable, and Iran tested a purportedly more accurate
versionon August 12, 2004. Iran called thetest successful, although
some observers said Iran detonated the missile in mid-flight. On
May 31, 2005, Iran announced it had successfully tested asolid-fuel
version of the Shahab-3.

e Warheads. A Wall Street Journal report of September 14, 2005,
said that U.S. intelligence believes Iran is working to adapt the
Shahab-3 to deliver anuclear warhead. Subsequent press reports
say that U.S. intelligence captured an Iranian computer in mid-2004
showing plansto construct anuclear warhead for the Shahab.? Iran
denied work on such awarhead, but the IAEA is seeking additional
information from Iran on the material.

e Shahab-4. In October 2004, Iran announced it had succeeded in
extending the range of the Shahab-3 to 1,200 miles, and it added in
early November 2004 that it is capable of “mass producing” this
“Shahab-4.” An Agence France Pressereport of February 6, 2006,
said anlranian test of thismissilein January 2006 was successful.
If Iran’s claims are accurate, large portions of the Near East and
Southeastern Europe would be in range, including U.S. bases in
Turkey. On March 31, 2006, Iran claimed to have tested amissile,
possibly aShahab-4, that Iran says has separatel y targeted warheads.

% Broad, William and David Sanger. “Relying On Computer, U.S. Seeks to Prove Iran’s
Nuclear Aims.” New York Times, November 13, 2005.
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e BM-25. On April 27, 2006, Israel’ s military intelligence chief said
that Iran had received a shipment of North Korean-supplied BM-25
missiles. The missile has a 1,550 mile range and is said to be
capable of carrying nuclear warheads. The Washington Times
appeared to corroborate thisreporting inaJuly 6, 2006, story, which
asserted that the North K orean-supplied missileisbased on aSoviet-
era“SS-N-6" missile.

e ICBM. Iran's asserted progress on missiles would appear to
reinforce the concerns of the U.S. intelligence community. In
February 2005, DIA Director Jacoby testified that Iran might be
capable of developing an intercontinental ballistic missile (3,000
mile range) by 2015,%* but that it was not yet clear whether Iran has
decided to field such a system.

e Other Missiles. On September 6, 2002, Iran said it successfully
tested a 200 mile range “Fateh 110" missile (solid propellent), and
Iran said in late September 2002 that it had begun production of the
missile”® Iran also possesses a few hundred short-range ballistic
missiles, including the Shahab-1 (Scud-b), the Shahab-2 (Scud-C),
and the Tondar-69 (CSS-8).

Foreign Policy and
Support for Terrorist Groups

Iran’s foreign policy is a product of the ideology of Iran’s Islamic revolution,
blended with long-standing national interests. The State Department report on
international terrorism for 2006, released April 30, 2007, again stated (as it has for
more than a decade) that Iran “remained the most active state sponsor of terrorism”
in 2005, and it again attributed the terrorist activity to the Revolutionary Guard
[ presumably the Qods Force] and the Intelligence Ministry (Ministry of Information
and Security, MOIS).?

Relations With The Persian Gulf States.?” During the 1980s and early
1990s, Iran, through the Qods Force and the MOIS, sponsored Shiite Muslim
extremist groups opposed to the Sunni Muslim-led monarchy states of the 6-member
Gulf Cooperation Council (GCC; Saudi Arabia, Kuwait, Bahrain, Qatar, Oman, and
the United Arab Emirates). However, Iran’s efforts to “export” its Islamic
revolution were unsuccessful and caused the Gulf states to ally closely with the

2 “Greater U.S. Concern About Iran Missile Capability.” Reuters, March 11, 2002.
% “Iran: New Missile on the Assembly Line.” New York Times, September 26, 2002.

% U.S. Department of State. Country Reports on Terrorism 2005. Released April 2006.
[ http://www.state.gov/documents/organi zation/65462.pdf].

2" See CRS Report RL31533, The Persian Gulf States: Issues for U.S. Policy, 2006, by
Kenneth Katzman.
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United States. During Khatemi’s presidency, Iran reduced support for Gulf Shiite
dissident movementsthere. In part to counter Iran’ s perceived growing influencein
the Gulf, in December 2006 the summit of the GCC |eaders announced that the GCC
states might jointly study their own development of “peaceful nuclear technology.”

e Saudi Arabia. Many observers 