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Reforms From Above (1961-1963)

Farhad NamBradarshad'

Abstract

The foreign policy of the Pahlavi regime in the 1930s had a strategic principle, which was the
tying of the fate of Iran's foreign policy with that of the United States in its confrontation with
communism. The inability of the Iranian government to resolve crises and the new role of the
United States after World War II were effective in this confrontation. The Kennedy administra-
tion created a special task force to identify problems and define the nature of Iran's governance
challenges, which defined "reforms from above" as the best barrier against communist trends and
creating stability for the Pahlavi regime. The task force's emphasis on liberal reforms and social
and economic progress was an attempt to maintain the status quo and the stability of the Iranian
ruling system, which was in danger of communism and social revolutions.

Purpose: To examine the political and economic nature of the task force and how the task force's
"reforms for Iran" plan affected Iran's macro-political and economic decisions?

Method and Research Design: This study was prepared and presented in a descriptive-analytical
manner using documents and reports of the US Department of State.

Findings and Conclusion: Based on the findings, the Task Force identified Iran’s endogenous
development through US financial and technical support in the 1930s and 1940s as a time-con-
suming and stressful process that affected the instability of the Pahlavi regime and the weakness of
US influence in Iran. With the recommendation of the Task Force, the Kennedy administration
forced the Shah to experiment with a “controlled revolution” on the one hand with the aim of
reducing foreign aid and promoting the American way of life, and on the other hand, as the only
way for Iran to combat the influence of communism.
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Introduction

Towards the end of Eisenhower's presidency, America's attitude towards the Middle East
and its approach to communism was changing, and the importance of military and se-
curity cooperation was becoming less important than the implementation of political and
economic reforms. At this time, the CIA reported that the growth of protests and unrest
in Iran was due to the awakening of the people's expectations for reform of the outdated
social, economic, and political structure, and that if the Shah did not initiate a reform
program, he would fall within the next year or two. The CIA report recommended that
if reforms were not implemented, the United States should be prepared to reduce its rela-
tions with the Shah and support a successor government. However, the Iranian govern-
ment and court considered reforms with Iranian forces impossible. On the other hand, the
widespread corruption and the Shah's failure to implement necessary reforms had led to
economic stagnation, and awareness of the July 1958 Iraqi coup increased political unrest
in Iran. These circumstances and other reasons encouraged US policymakers to change

their goals and approach towards the program and policy of aid to Iran.

Materials & Methods

This study, with a descriptive-analytical approach and taking into account the documents
of the leaders of the Iran Special Task Force's proposals, the documentary reports of the
US State Department in Tehran, the analyses of the US Embassy in Tehran, and the evalu-
ation of the results of other researchers, explores the grounds for the formation of the Task
Force and the way it exerted influence in shaping the policy of the Kennedy Democratic
government, which ultimately led to the implementation of controlled revolutionary and
liberal reforms in Iran. The special task of this task force was to regulate or re-regulate the
manner of interaction with the government and court of the Pahlavi regime, which, given
the global conditions, had to make the best decision regarding Iran for the future foreign
policy of the US government. Paying attention to the roots of such approaches provides an

assessment of the developments related to the reforms in Iran.

Discussion & Result

In 1961, Mohammad Reza Shah sent a letter to Kennedy through Lieutenant General
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Bakhtiar, the head of SAVAK. In this letter, he asked about the Kennedy administration's
strategy and approach to Iran, and described it as impossible to achieve economic goals,
appropriate standards, and extinguish the foundations of communism in Iran without
American help. Following such a letter, the US National Security Council prepared an
initial report on the situation in Iran, part of which focused on the conditions in Iran at the
end of the 1930s and began with the question: What could the Kennedy administration's
strategy be towards Iran?

This report made Kennedy doubt the effectiveness of the "Economic Operations Board"
that Eisenhower had created to implement the support policy in Iran, and ordered a re-
view of all aid to Iran. Kennedy created a special task force specifically for Iran, headed by
Phillips Talbot, Undersecretary of State, with the assistance of McGeorge Bundy, National
Security Advisor, and Walt Whitman Rostow, theorist of modernization. These officials
were accompanied by a council of members from the CIA, the CIA, the Treasury, and the
Defense Departments. They were accompanied by Kenneth Hansen, an American eco-
nomic manager in Iran who worked with the Iran Program Organization. This task force
reviewed and determined the level and amount of American financial and military aid to
Iran. The task force was heavily dependent on Rostow's theories in terms of operational
theory.

The task force report described the situation in Iran as an “inevitable disaster waiting to
happen’™ a dictatorial Shah, an unreformed economy, and growing unrest among the ur-
ban middle class had led to Iran being placed on the list of countries in absolute crisis.
The United States had been trying for years to reform Iran’s finances, but in the end, aid
continued to flow without any significant change. The Kennedy administration’s question
was whether it could be expected to improve Iran's institutional structures while continu-
ing to provide financial assistance to the Shah’s regime. Political and economic measures
are linked. The first choice of the task force for these reforms in Iran was Ali Amini. In
the view of the task force experts, Amini was not a popular or charismatic leader, but he
was realistic, had a good understanding of the problems, and worked too much. The selec-
tion and recommendation of Amini by the United States to the Shah was not unrelated

to Amini's relations with American officials since his time at the embassy in Washington.
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The relative popularity of the National Front leaders and their ease of communication with
American forces could have made Amini an alternative to the desired American engage-
ment in the field of reform. During its work with the Amini government, the task force
received the impression that American efforts to strengthen the Amini government and its
program, as far as the Shah was concerned, had to go against the grain.

Analysis of the reports showed that the failure of previous policies towards the Pahlavi
regime had necessitated the implementation of “reforms from above” in order to stop
the “violent revolution from below?” In exchange for the survival of his monarchy, the
Shah was required to implement a program of extensive reforms in Iran. This policy was
introduced as “preventing further fires from flaring up”” Kennedy believed that progress
in the field of economic development and social justice would be the best defense against
the infiltration of communism. In the Kennedy administration’s estimation, the only way
to save the Pahlavi regime from a possible collapse at this time was to require a “controlled

revolution” from above.

Conclusion

During the John E Kennedy administration, the situation in Iran was moving in a direc-
tion where the direction of the aid program needed to be reformed and changed in general
in order to create more effective coordination between the organizations providing aid and
Iran. In this regard, the Task Force was established. This task force declared that American
economic, political, and security assistance to the Pahlavi regime was conditional on the
"democratization and modernization” of Iran. Such a definition of development and con-
cepts such as democracy and modernization was the implementation of American capi-
talist foundations and the prevention of the communistization of Iran, which was based
on two foundations. A: Implementing authoritarian modernization programs and rural
and urban development. B: Stabilizing the Iranian political system and keeping it in the
capitalist and Western camp. The tensions of the prolonged development program of the
Development Program Organization, which could threaten the stability of the Pahlavi
monarchy and the Western base in Iran, had an impact on the type of economic support
and the nature of the liberal reforms of the Kennedy administration. When the Task Force

assessed the Iranian government's situation as critical to its opponents, it put the Shah
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on the path to urgent reforms. The ineffectiveness of the planning organization in the
1930s, the growing unrest of the urban class, the phenomenon of "Fear of communism"
in various American governments, and the need to "find long-term solutions to confront
the danger of instability and the threat of communism" led to a combination of pressure
for reforms, advice to accompany the National Front, and the provision of financial as-
sistance. The implementation of "controlled revolution" and liberal reforms was proposed
by the Security Council and the Task Force in line with this urgency for the United States

to protect its interests.

—
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—SECRET — March 14, 1963
NATIONAL SECURITY ACTION MEMORANDUM NO, 228

MEMORANDUM FOR SECRETARY OF STATE
SECRETARY OF DEFENSE
ADMINISTRATOR, AGENCY FOR
INTERNATIONAL DEVELOPMENT
DIRECTOR, CENTRAL INTELLIGENCE
AGENCY

SUBJECT: Review of Iranian Situation

While I have approved the recent NSC 1550 determination
concerning five year military assistance to Iran, Iam
concerned over the fulfillment of other aspects of the basic
strategy which underlay my earlier approval of this military
commitment, i,e. that it was intimately linked to an overall
strategy for moving Iran toward more effective solutions to
its crucial internal problems,

Therefore, I wish a review of our policy and programs in
Iran., It should include: (a) analysis of the results achieved
to date under our current policy, including the status of
local development efforts and military force reductions;

(b) our estimate of the likely course of events in Iran; and
(c) recommendations, if any, for adaptation or revision of
current strategy and programs in this key country, The
following questions suggest the problems which I would like
covered:

1. Is the thrust of existing U.S. policy toward Iran
still basically valid? Is the strategy which it implies feasible
under present circumstances?

2. Since the Shah has apparently committed himself
to a politically motivated reform program, should we be
doing anything to guide it, if possible, into constructive
channels? Would active US assistance to this program
further our interests? If not, what should be the US
attitude?
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3, What progress has been achieved during the past
year in development of the Third Plan? What is the outlook
for its use as the basis of effective development assistance
by the U.S. and other donors?

4, What progress has been achieved in strengthening
the public and private institutional framework for development
in Iran? Are we getting satisfactory movement on integrated
planning, establishment of priorities, budgetary controls,
tax reforms, and other measures to mobilize Iranian resources
for sound development?

5, What is the current and projected pattern of resource
allocation among various elements of consumption and invest=-
ment? Is there a satisfactory relationship between the ordinary
budget, including military expenditures, and the development
budget? Is the outlook encouraging in this respect ?

6. How effectively is the combined use of all our
instruments of foreign policy influencing the course of events
in Iran? What results can reasonably be predicted from our
present effort over the next two to five years?

7. If our existing policy and programs are no longer
satisfactory, what changes should be made to produce better
results?

I would appreciate a report by the Department of State, in
consultation with other appropriate agencies, by 15 April
1963,

/8] John F, Kennedy

ce:
Mrs, Lincoln
Mr. Bundy
Mr, Komer
Mr, Johnson
NSC Files
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MODIFICATIONS OF APPROVED
IRAN TASK FORCE RECOMMENDATIONS?

Approved Task Force Recommendations 1,2, 3, 6, and 8

These recommendations should continue as basic policy guidance
to the United States Government. These and portions of other recom-
mendations have provided the indispensable basis of our detailed ac
tion goals in Iran (See Annex “B”) and of the progress made recently
toward those goals (See Annex “C”).

Approved Task Force Recommendation 4

This recommendation continues to be valid. The actions called for
insubsections (a) and (b) have been taken, and the funds reserved under
subsection (b) have been absorbed in the latest tranche of United States|
assistance. '

Approved Task Force Recommendation 5

A joint State-Defense working group has studied the problem in-
tensively and has concluded that the deployment of specifically ear
marked forces is not feasible unless and until it is decided that Soviet
military aggression against Iran is probable in the near future, and then
only if other and overriding military requirements do not prevent sucha
deployment. The working group has also recommended to me that in
the light of assurances already made to Iran and in view of certain dar
gers which further assurances and specific information as to United
States military planning would imply, no such fresh assurances or
additional information should be supplied to the Government of Iranat
present. | have accepted these recommendations.

Approved Task Force Recommendation 7

This recommendation should be amended to include the words “as
feasible” between the words “encourage” and “the formation”. The im-
mediate situation is such that United States action to stimulate the im-
mediate formation of broadly-based political parties would probably be
_ counterproductive, although we, along with moderate political ele-

s« ciaat | o ments in Iran, recognize the need for action in this direction whenever
Sislali3l 9 Slaal I 09,5 JiyhS
su» | thesituation of the moment will permit it.
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Appmved Task Force Recommendation 9

The purpose of the recommendation has been accomplished, and
the problem to which it refers has entered a new phase within the estab-
lished mechanisms of the United States Government.

Inaccordance with this recommendation, planned expansion of the
Iranian Armed Forces was halted and they have remained at a man-
power level of about 200,000. The Military Assistance Steering Group
under Mr. Kitchen* is in the final stages of a review and modification of
the five year MAP plan for Iran. Their tentative recommendation is that
the manpower ceiling should be further reduced to 150,000 during the
Fiscal Year 1963-67 planning period, but with the recognition that, in
addition to the bare minimum of military requirements, a certain
amount of “sophisticated” material will be needed to make up a pack-
age sufficiently attractive to the Shah to gain his approval for a cut in
forces. The Shah must be persuaded, however, that great danger lies in
internal security and special efforts must be made to meet the high pri-
ority requirements for economic and social improvement in Iran. Re-
duction in forces and military budgets would in themselves be
politically popular in Iran and constitute a favorable step in the right di-
rection,

Approved Task Force Recommendation 10

The CENTO study is now in its final stages, having gone through
the formal planning mechanism of the government. Specific phased rec-
ommendations as to actions to further United States interests through
CENTO will be forthcoming within a few weeks. Established channels,
rather than the Iran Task Force, will be utilized.

Approved Task Force Recommendation 11

This recommendation has been overtaken by and included in
broader military and political contingency planningstudies which were
set in motion by a series of reports to the effect that the USSR might be
Preparing to launch a military attack on Iran in the near future. A rela-
tively low estimate of probability was later assigned to these reports. Ex-
1sting approved military planning in Iran covered only United States
action against hostile elements other than the Red Army. A study by the
Joint Chiefs of Staff on the problems posed by possible United States
military action in Iran to counter direct Soviet aggression led to the fol-
lowing conclusions:

1. Commitment of United States forces in sufficient time to counter
@ Soviet advance into Iran requires use of the only two airborne divi-
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3. There are no significant deterrent measures open to the Unimj
States at present which would not be counterproductive in terms of ou
present efforts to reverse the disunifying trends being utilized by the So-
viets in their current tactics in Iran.

4. Deterrent measures must in large part be taken if and when our
estimate of Soviet intentions and tactics in Iran is revised, or in response
to ad hoc Soviet political actions.

5.Should it become necessary to act to deter a Soviet military attack
on Iran, a basic decision will be desirable as to whether the United States
iswilling to go to general war if all else fails in order to protect Iran from
Soviet military aggression, and, if not, whether the United States is will{
ing to go to any lengths at possibly high costs to its prestige in an attempt
toconvey to the USSR an impression that it is so willing. Such a decision
should be reached as early as may be feasible in the process of imple-
menting deterrent measures.

Annex C*

PROGRESS TOWARD UNITED STATES ACTION GOALS

Pursuant to the Iran Task Force Recommendations approved by the
President on May 16, 1961, the following progress has been made as 2
result of the continual encouragement, support, and pressure exerted by
the United States Government through all its various instruments;

1. The Shah has remained confident, pro-Western, and anti;
communist, and has withdrawn to an encouraging extent from the ex;
posed political position he has occupied in recent years, and hag
delegated important powers to his capable Prime Minister. He has con
stituted the entire Royal Estates as an irrevocable religious trust, the
profits of which will be devoted to charity and the financial details of
which will be publicized. The Shah has shown interest in a dynamic in
ternal reform program, although his interest in technical military mat
ters is still strong.
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2. Iran has maintained a firm but non-provocative attitude
the USSR, insisting that as a prerequisite to improved relations th
cease its massive and abusive propaganda campaign against Iranfi——
tralist sentiment remains widespread but apparently is not expanding
Internal security and respect for minority rights remain excellent by
Middle Eastern standards. Iran continues to stand by CENTO, despite

ures from the USSR and domestic neutralists; in the Kuwait crisis
on the Shatt-al-Arab, and in the Pakistan-Afghanistan crisis Iran has be-
haved in a restrained and helpful fashion.

3. The Prime Minister has successfully defended those of his offi;
cials, particularly in the Justice Ministry, under attack from rightis
forces as being too “moderate”. The National Front, however, has re:
fused to respond to the Prime Minister’s invitation to cooperate in a re
form program. Distribution of Crown Estates land is nearing
completion, distribution of public domain land continues, and a new
program of model experimental distribution of private estates is under
way. The Prime Minister, at great cost to his health, continues personally
to solicit the support of all types of non-elite groups through persona
contact and radio addresses. A massive adult literacy campaign hag
been launched. Public trials of high officials accused of corruption in the
past have begun, investigations and the preparation of cases agains}
others continue, and high-level corruption hasbeen sharply reduced, al
within a pattern of strict legality and the protection of the rights of the
individual. A basic civil service reform statute has been drawn up and i
under consideration by the Cabinet.

4. Recent agreements by the United Statesand Germany to provide
new loans to the Plan Organization give promise that the essential ele
ments of Iran’s Second Plan will be completed. Formulation of a Third
Plan to capitalize on major investments made during the Second Plan
and to maintain an average 6% growth rate is moving forward rapidly
The IBRD expects to dispatch a team to Iran in January 1962 to prepare
full report on the Third Plan for presentation to potential members of 4
financing consortium for the Plan. In spite of stiff opposition the Prime
Minister has enforced an unpopular stabilization program which inf
cludes a sizeable cutback in credit expansion and the prohibition of lux]
ury imports. The shake-out in the economy has been severe but most of
the strong enterprises seemed to have survived, the rising cost-of-living
has leveled off, and Iran’s foreign exchange position is beginning to ref
cover slowly. The Central Bank has begun to exercise increasingly effect
tive control over the banking system, and measures to direct capital td
productive investments have been instituted. Public sector expendi
tures have been held down and a major public buildings program has
been eliminated from the current budget. In response to United States
prodding, the Prime Minister has given us written assurances that [ran
will develop a consolidated budget for the coming year. He has alsg

promised to undertake tax reform measures to improve tax collections
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2. Because of limited combat capability of Iranian forces, and the
limiting concept of the CENTO alliance, United States commitment with
available forces could be successful only against a limited Soviet inter-
vention or limited probing aggression.

3. Owing to inadequacies of road and rail facilities in Iran, a United
States force of only two Army divisions and Marine and USAF combat
elements can be supported in northern Iran in addition to Iranian forces.
By extensive use of United States air transport capabilities about twoad-
ditional battle groups could be supported. In light of limited Iranian ca-
pabilities this force is too small to cope with substantial Soviet
aggression.

4, Any chance of success requires immediate authorization to con-
duct air attacks against air bases in Russia directly supporting opera-
tions in Iran. These attacks would employ nuclear or conventional
weapons as appropriate to the military situation.

5. Any commitment of United States forces in Iran against overt So-
viet involvement must be preceded by a decision to employ whatever
degree of force is required to achieve United States objectives in thearea
and to preserve the integrity of United States forces, to include the use of
nuclear weapons or the initiation of general war if the Soviets persist in
spite of United States action.

6. It is feasible to conduct military operations in Iran against limited
Soviet intervention and probing aggression; it is not feasible to conduct
limited war in Iran against substantial and determined Soviet aggres-
sion under present conditions and in light of worldwide commitments.

It is the opinion of the Joint Chiefs of Staff that subject to these con-
clusions, and assuming that the President would declare a state of na-
tional emergency and that authorization for the use of nuclear weapons
would be given as required to achieve United States objectives in the
area, certain measures of limited non-nuclear response could be takenin
Iran by United States forces to counter limited Soviet intervention and
probing aggression.

Contingency planning for political and political-military measures
to deter Soviet military attack, direct or indirect, on Iran is under way
through a State-Defense working group. A phased list of possible
United States actions and supporting information is in the final stages_ﬂf
a clearance among the agencies and offices involved. This study has 1"
volved the following pertinent conclusions:

1. The maintenance of an Iranian will to resist is an indispensable
element in deterring Soviet attack.
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SUBJECT
Report of the Military Assistance Steering Group

Pursuant to the directive issued by you jointly,' an inter-agency Mil;
itary Assistance Steering Group has considered the principal military
political and economicissues bearing on the utilization of military aid fo
achieving U.S. objectives in six countries which are major recipients o
U5 Military Assistance. We have sought to determine whether therea
feasible alternative methods which, if pursued over the long-run, migh
accomplish more satisfactorily U.S. objectives and which, in particular
wonld facilitate a more complementary propramming of [1.5. economi
and military assistance. Our report, designed to establish policy guid
lines for military assistance planning, is attached for your consideration
(Tab A2

The essence of our conclusions is that, although sufficient mili
strength mustbe maintained inthese countries to help deterlocal aggres
sionand to assure internal security, the main thrust of U.S. aid in the nex
decade should be directed toward repelling the more likely Soviet threa
of indirect aggression by furthering economic development and nation
building. Because U.S. and local resources are limited, a redirection o
our assistance programs is required which will involve shifting gradual
ly increasing proportions of aid from military to economic programs,
stretch-out of force modernization, and avoidance of the introduction of
advanced and sophisticated materiel into countries whose financial
manpower and skills resources are inadequate. While it is clearly recog-
nized that such a program will introduce difficult problems of turn
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