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Key Judgments
Iran Under Rafsanjani: -
Seeking a New Role in

the World Cnmmuniw?t_:j

President Rafsanjani's initiative to improve Iran's standing with the world
community will continue to be at least partly successful over the next twa
years. We ses ferther gains for Iran in terms of rebuilding financial and
palitical ties in the Gulf and in Western Europe. Such successes may help
Rafsanjami satisfy, at least in the near term, domestic demands far an
improved standard of living, which drive his foreign policy. Continued
promotion of militant Islam, ties to terrorist groups, and resistance gven
fram within the ruling cirele will cauvse aceasional setbacks to Rafsanjani's
foreign policy initiatives. At the same time, Iran will continue spending an
its rearmament program, including research and development on_weapans
ef mass destruction, as part of its efforts to reconstruct its strategic
military position in the mginntf‘

Rafsanjani’s goals vis-a-vis the United States are (o reduece bilateral
tensions and US economic and political pressures on [ran and to limit US
mititary presence and peliticz] influsnce in the Persizn Gulf. Rafsanjani
would like to resoive issues such as hosizges, economic and arms embar-
goes, and to eliminate US pressurs in intgérnacional forums over tarrorism
and human rights issues. On hostages, we beliove Rafsanjani feels litle
time pressure to solve the problem immediately, but we do think he intends
to free all those under Irznian controb. Chverall, Iran will continue to be
wary of the United States. Ideclogy and strategic considerations will
dictate continued friction between Iranian and US interests J8 3

Domestic Factors—Manageahble

During the next two years of his presidentizl term, Rafsanjani will prevent
his radical opposition from derailing his pragmatic forsign and domestic
policies, Fafsanjzni and Supreme Leader Khamenel want (o avoid a
confrantation with their oppanents to preserve the unity of the clerical and
political establishments. Monetheless, Iran's leadership i3 pelitically siron-
ger than when it first assumed office in 1989, Rafsanjani and Khamenei
will rescer to "Rardball” pelitical taetics and even coercion when necessary,

B .'ir ret
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Rafsanjani's greatest domestic challenge ‘will be to promote economic
reform rapidly enough to improve living conditions withaut provoking
widespread civil vnrest. His promises and attempts at reform have raised
expectations of economic improvement thar will be difficult to meet in the
next twe years, Monetheless, even modest amounts of foreign trade
financing and investment, combined with the lack of alternative leadership
to the clerical regime, make it unlikely that the Tranian public will became
so disillusioned with economic policies o turn against Rafsanjani in the
aext two years

Toward & More Pragmatic Foreign Policy

Iran 15 gradually adopting a more conventional foreign policy that
emphasizes pursuit of practical state interests over idealogy. This new
approach does not partend 4 benign Iran—it will contines o use confronta-
ticnal or other intimidating tactics when it believes they advance [ranian
interests, but it does represent a trend in which Iran will be more sensitive -
1o the gosts of its wiolent I:schaVior. {5 wF) ' ) .

Rafsanjani has focused on Lm]:urcw'mg relations with Eumpean Cummunu
{EC} cnuntrs:s and .lapan and hﬂ:x had SOmE success : !

In the Middle East and Southwest Asia, Iran st2ll seeks recognition as a
regional power. During the time frame of this Estimate, Iran will pursue 2
primarily diplomatic strategy to assert its regional influence, particularly
with Gulf Coaperation Councl] (GCC) states, where it will also sesk,
probably unsuccessfully in the shart run, new security relationships. Iran
will seek to shape postwar relations in the Gulf in ways that emphasize
Iranian leadership, isolate Iraq, prevent the reemergenes of an Arab bloe
directed against Iran, and limit the role of the Upited States in regional se-
curity, Tehran will continue its efforts to rake advantage of Irag's postwar
weakness and the declining Soviet involvement in Afghanista n.h B

[ran will try to extend i3 influence among Muslims in the USSR, but we
believe that Iran is disadvantaged in this effort 25 compared with Turkey
and Saudi Arabia. Modern natienzlists in the Soviet Muslim repobiics are
likely 1o be mors attracted to Turkey's secular, democratic system, while
mast traditional Sunni Muslims probably will look more favorably on the
mare orthodoxr—and w:a]thjcr—Saudist
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Introduction

Since Avarellah Khomeini's death two years ago,
President All Akbar Hashemi-Rafsanjani and Sy-

preme Leader Ali HoseinkKhamenei have shaccessii]-

ly isdlated and weakened their gxlremist opponents
and pursusd relatively peagmatic domestic and for-
eign policies. Barring the assassination or removal of
Rafsanjani or the collapse of the Iranian £COnomy,
their hold an power ssems secure for the two-year
‘period of the Est:'mat-:.t ’

This Estimate examines Iranizn foreign pelicy o light

of two dramatic events that have made [ran less
important to the United States and |ess able o karm

W

pital US interests. First, eight vears of war with .Tf.ﬂlﬂ:

E o Lo _  have tn.!'v:lrhiadnl.ra.n’; m.iJ.itary.
pavesr as well a5 its economic resousces, During the

bwo-yenr period of this Estimace, Tran will CORUnue to

l2ck the means 1o project power in ways tha i1 onee
could. Second, the continudng upheaval in rhe LIS5R
has basically aitered our assumptions abaut Sevier
pawer and intzntions; thers is diminished US coneceTn
abug:i—i:t ambitions teward Iran and the Gulf

|9

MNonetheless, Iran retains great potential 1o be a
regiomal power because of jts size, i13 resource hase,
its location, 2nd its ability to disrupe Western access
to the Gulf's ¢il supplies. We also belisve that Iran
hias ambitions to recapiurs its infusnee 2nad pawer in
thae region and ta redefine its role in Ceniral Asia in

bight of changes in the Soviet Unian and Alfghanistan.

While some recent changes provide opportunities for
[ran, its leadership must 2lsa feel challenged by the
drmproved US position in the Arab world and by the
apparent end of superpowsr rivalry in the Thirg
‘r‘f’ﬂrid.t

' This Eztimite examines [ran's forcign palicy over fEs pexl twa
e i

The Internal Situstion: Iran’s Slow Return
to Normaley

Decline of che Radicals

Iran has besn gradually turning away from the
revolutionary edcesses of the past decade and has been
maving toward mare convestional behavier. The wark
of consclidating the clerical regime and [sjam's role in
public life is largely accomplished: Tehran is becom-
ing more conesrned with worldly issues such as
prometing econgmie growth. This transition, in part,
reflzces the natural maturing of the revolution and the
exbavstion of political ferver afier more thah a decade
of revoldtion and war; it also represents 3 deliberate
effort by the regime to address prasgi natioggl
probleins and increase its own power i 5

We expect this transition to continie—and perhaps
even 1o accelerate especially after the Majles elec-
tion—diring the next lwo years, although the clerjeal
regime will retain muck of the outlook and rhetoric of
the revolution. The pattern of Tranian pafitica] behav-
for for the neat several years is likely to exhinit three
dominant trepds:

* A policy agenda emphasizing pragmarism over
idealogieal purity. Rafsanjani isa SIFOnE nationalisz
motivated primarily by considerations of nationai
and personal seif-interest, In his first Friday sermon
foltowing hbis assumption of the presidency, Ralzan-
jzni get the tore of his administration by maintaining
that achieving a better standard af Living 15 a goal af
[slam, @ theme that contrasrs with Ehomeini's
frequent emphasis on self-denjal znd admaonitians
against consumeridm,

The regularizonion af poversmens Surerions. Raf-
sanjani and Khamenei will continue 1o strengrhen
formal government institutions ar the expense of
quasi-governmental revolutionary organs. The re-
gime kas subordinated to the Defense Ministiry ths

7
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formeely independent Islamic Revolutionary Guards
Corzs (IRGC) and has taien 51808 1o professionalize
the corps. Similarly, the unpopuizr kamitefs—a
revodutionary pelice organ and power base for politi-
cal radicalism—naz besn merged with the more
apalitical Gendarmerie and Nationa) Police.

The consolidation af power in the hands of
Rafranjoni, Khamenet, and their palitical aiffes.
Rafsanjani and Khamenei Bave graduzlly replaced
bardline revalutionaries ia kay government positions
with their own supparters. For exa mgle, the Chisf of
the Judiciary is a conservative cleric and Khamenei
eppaintes. Mast of the cabiner and high=lavel mili-
liry commanders are new appointees who share
thtisims an the best way 1o solve [ran's problems,

Ralsanjani's adversaries—ais eritics in the Islamic
Cansultative Assembly {Mfafles), radical student arga-
nizatiens, and newspapers contralled by hardliners—
advocate strict adharence to hardline views they attri-
bute to Khomeini. They support stats control of the
eCONOmY, rizofeus enforcement of revolutionary
codes—particularly against the wenlthy or Western-
oriented elements—and an uUneompramisingly con-
frentational pelicy against the Wesat in geseral and
the United States in particular. Their ealls for contin-
ued revolitionary purity, self-3acrifice, and continued
confrontation with the West § creasingly fall on
weary and unrecepiive :—ars.e .

The general population is tired of war and revalutien
and preocoupied with its declining standard af living.
The armed forces, including the IRGC, were greatly
weakered by 1he war with Irag and are unlikely o
intervens in faver of the Lxtremists. Barring 2 major
scanamic collapse for which Rafe njani is biamed, hiz
Spponents will oot be agle o mobilize significant
Foptler or military suppart for their radiced agenda.

Rafsaniani is continuing to hore his alrzady consider-
able skills at manipulating and neutralizing the oppo-
sition. Aloag with Khamenei, Rafsanjani wiil contin-
Ue 0 use 2 mix of ec-opiation, pers uasion, and

coercion 19 divide cheir adversaries and exeluds them

%

frem importaat governmentpoasts, They almost esp.
tainly will use whatever tactics RESESRATY 10 ensups
that a pro-Rafszajani majerity will be elagred o the
Majles in the next slection sehedyjed far early 1992,
Rafsanjani and Khamenei would prefer 1o avaid o
confrontation with the radicals and may allow some
prominent hardliners to retain (haie 2215, thus provid.
ing a szfery vafve for them ta express their views. [f,
however, the radicals remain tnsatisfied and resors g
demonstrations. sedition, and acts af political wig-

lenss, the lzadership would not hesitats to use harg-
Ball tactics against chem _

The Role of the Econemy —Rafsanjani's

Tightrope Act

Political turmed, che war with [rag, declining oil
carnings, and general economic MEEManagement dur.
ing the 19805 have 1aken their 1al] an Irard econamy,
Social problems, especially the severe brain drajp
following the revalution apd unprecedented popula-
tion growth, have resulied in additional drags on the
ceanamy. These pressures have led Rafsanjani to look
increasingly 1o the West for help. He is trying 10
BIract new iovestment and obtain the eitiey] techni-
cal expertise for development Programs a3 well ag
lo2ns 10 ease the countrv's finarcial burdens. He has
achisved some modest gains: Tehran has signed naw
contracis with Western companies, particula rly in the
ail, gas, and related industries, although ather inves-
wors may wait for the outcome of the Majies election
in early [992 befors committing significan: FEsOUPCEs
W Iran's econamy. Rafsanjani has also begun imple-
menting a gumber of sconamis liberalization mez-
Sures—many at the behest of the Internacionai Mase-
tary Fund ([MF) and the World Bank—aa revive the
economy snd ragain invester confdence. His initia-
tives include unifving the multiple txchange races and
devzluing the rial, selling 2 nurmber of state-run
companies, and removing subsidies on most Basic
commodities. Rafsanjani alse direcied an almest 30-
Ppercenl expansion (o povernment expenditures, main-
ly for domestic consumption—more than doubling itz
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external debt to over 510 billion, accarding te West-
ern press reparts—io oreache e into fran’s industrial
sector, sxpand nonoil exports, and meet pent-up de-
mand for consumer goods..

We believe Rafsanjoni will push ahead with his
reform program; if he fully implements those reforms
begun in the currenr $120 billion five-year plan and if
oil prices do not decline, [ran could achieve madest
growth over the medium term, following the sconamic
recovery begun in [989. Monetheless, improvements
in Both the undeslying structural problems and in
living conditions for the average Iranian will be hard
o achieve in the next two years. Higher earnings from
ail sales would allow Iran 1o increase imports and
push forward on some reconstruction projects but
would not address the dependence af the domestic
sconomy on oil and the price and exchange rate’
distortions, and ihey would not stimualate domestic
sav'ing'f'_: .

Economic probiems are unlikely to threaten Rafsan-
jani's position over the rext twa years, His opponents
have not effectively exploited sconomic issues; most
Iranians probably wiew his economic reform package
as preferable to the hardliners’ calls far continued
revelutionary austerity. Domestic unrest over high
prices, removal of subsidies, and housing shortages
zppear o be local apd largely spontanenns outbursts
that the regime can handie, Iran is also secking IMF
help in developing a safety net, which would help
buffer the poor from some of the adverse efects of
reform. For the present, we believe that the political
exhaustion of Iranians (rom & decade of revolution
and war, the regime's ability to suppress dissent, and
the absence of 3 wiable alternative leadership to the
clerics will limit the threat posed (o Rafsanjani from
public dissatisfaction over living conditinaff®™ .

Is the Revalution Ower?

At Home: Revolutionary Rhetoric,

Greater Pragmatism

Rafsanjani and Khamenst will not ahapdon che basic
values of the [978-7% revolution: the reassertion of
Isiam as a central charactaristic of che [ranian identi-
ty and [ranian paticy, direct clerical parcticipation in

http://www .foia.cia.gov/browse docs full.
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If Rafranjani Left the Scene Abrupely

{ We befieve that Rafianfani'’s sudden deparrure
i\ Jfram the scene would not result in wnrers,
turmoil, or o dramatic change in the basic
teneds of fran's curren? eegnomic and forgign i
palicies. Supremie Leader Khomeénel and other
key reglme officials are likely to pursue similar
policies, albedt probably more deliberately than
with Rafpanfani at the helm. Rafcanjani's abili-
ties as fran's foremost policy jormularor, fow-
ever, would undoubtedly be missed. Hordline
elemtents might try (0 reize Tuch an apporfunity
16 regain some of their lost stature, but their
igiuence on franion decisionmaking har ebbed
Lo @ poing chat we doubr they would be able to
mounl @ credible challenge 1o ony pragmaric
candidate Khamenslgupporied az a replice-
mant fo Mﬂm’dne_ '

e

Under the provisions af the 1989 revized Consri-
tution, the apalitical Vice President, Hasar
Ebrakim Holbilbi, would head o caretaker gov-
ermment qiter receiving Supreme Leader Kha-
menei's approvel, The Supreme Councll for
Mational Security——comprized of the regime s
tag leaderthip—wauld likely become the main
decisionmaking body untll @ new presidential

i efecrion was held, ar which time g prominent

| regime fgeore cloge to Khamenai, such ar Judi-
| ciary head Apatollah Mohammad Ali Yazdi,

[ wonld likely be elected the pew pre::demﬁf ;

palitics, and, perhaps maost impartant, a zealous efort
o defend [ranian igdependence from real oF perosived
forsian inﬂu:n::t!_

AL the same lime, We see the resmergence of (radi-
tional patterns of [ranian behavior and the redefini-
tion of revolutionary values into a more elastic frame-
waork for Tranian policy. Onre characteristic is the
growing condern with more worldly issues. This con-
cern refiects the maturing of the revolution; it dlso 15
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