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S relationship is
= rnp]nx in nature.
tion makes it
nportant; its his-
k (o pre-historic
econd largest oil
pworld and ithas all
to be a strong
‘in the near future.
- Middle East has
become the hub of international
dﬂ:lumacv and control of the Gulf
resources are of paramount
importance, Any disruption in the
oil supply from the Guif region will
have catasttophic impact on the
Western economy.
. Political gelationship between
Iran and the United States started
in 1883 with the appoinunent of
Samuel Benjamin as the first offi-
cial diplomatic envay of the USA to
Iran. Iran and the United States
were political and cultural allies
until 1979, when a series of con-
flicts and incidences plummeted
their relationghip to such a low
level that the US President Bush
termed [ran a5 part of the 'Axis of
Evil'. Metamorphosis of this rela-
tionship makes a very interesting
study. It highlights the nuances of
international diplomacy and rela-
tionship. The Iran-US relationship
can be divided into three distinct
phases; phase [: early period from
1883 to the end of WWII; phase II:
post-WWII tp to 1979 Iranian
Revalution, and phase [I: post
Revalution.

EarlyPeriod )

Iranian King Nasser-al-Din Qajar
initiated direct contact with the
Americans to help him set up a
naval base at Bushehr in southern
Iran to create a modern naval force
for Iran. By the end of 19th centu
negotiations were underway T{x
an American company to establish
a railway system from the Persian
Gulf to Tehran. The relations
between [ran and the United States
had been very cordial up until
Waorld War I, Many Iranians used

to view the US as an ally on their
side in their struggle to break free
from the British and Russian med-
dling and dominance in their
national affairs, American indus-
trial and business leaders lent their
full support in Iranians' drive to
modernize its economy. Successive
US citizens were appointed
Treasury General of Iran, who
played a significant role in the
economicdevelopmentoflran.
[ran's location enhanced its
importance to the US during World
War II. Allied with the Soviets
against the Nazis, the US needed a
route for supplying war materiel
and food to Moscow. Since the
[ranian king was unwilling to send
the Germans out of the country, the
US and Britain deposed him and
occupied the country, installing the
young son of the reigning King,
Mohammad Shah Pahlavi, on the
throne. After the war, contravening
pre-war agreements, the US pushed
the Soviets out of Iran, triggering the
Azerbaijan Crisis of 1946 and the
beginningofthe Cold War.

Post-WWII
After the end of World War II Iran
became a target of both pro-
Western and pro-Soviet forces with
regard to the country's vast oil
reserves. In 1952, Iran's democrati-
cally elected Prime Minister
Mohammed Moussadegh started
nationalization of the Anglo-
[ranian Oil Company, now British
Petroleum. The oil company,
established in the early 20th cen-
tury, had an agreement to share
profits (85%British and 15%lran),
but the company withheld their
financial records from the Iranian
government. This led the Iranian
Parliament to order nationaliza-
tion of the Anglo-Iranian Oil
Company, which was at that time
the British Empire's largest com-
pany. The British government
warned Iran of serious conse-
quencés if she nationalizes the oil

industry.

InMarch 1953 the C.I.A. began a
plan to bring to power, through
covert action, a government in Iran

that would be preferred by the
United States. In May C.LA. and
British intelligence drafted plans
for a coup in Iran to topple the
Moussadegh gavernment. The
operation was codenamed 'Opera-
tion Ajax’, which has proved te be
one of the worst CIA operations.
Meanwhile, the C.I.A.'s Tehran
station was given approval to
launch a "gray propaganda” cam-
paign to discredit the Moussadegh
government. For this purpose a
budgetof US 3 Lmillion was allotted
to the CIA Tehran Station.
Moussadegh, suspecting that
British and American governments
were plotting against him, held a
referendum calling for the Iranian
parliament to be dissolved. The
Shah signed a royal decree dismiss-
ingMoussadegh. The coup attempt
failed because Moussadegh
received advanced warning of the
plans. The Shah, Mohammed Reza
Pahlavifled to Baghdad.

The C.IA., discouraged by the
failed coup, sent a message to
Tehran ordering the operations
against Moussadegh to be halted.
Flowever, Gen, Zahedi made fresh
coup attempt and became success-
ful; as a result the Moussadegh
government collapsed. The Shah
who had earlier gone on exile to
[taly returned to Tehran, Iran's
fledgling attempts at democracy
quickly descended into dictator-
ship, as the Shah dismantled the
constitutional limitations on his
office and began to rule as an abso-
lute monarch.

During his reign, the Shah
received significant US support. He
made frequent visits to the White
House and earned praises from
numerous US Presidents. The
Shah's close relationship with
Washington and his bold attempt
to rapidly "westernize" Iran infuri-
ated certain segments of the
[ranian population, especially the
hard-line Islamic conservatives.
This culminated in eventual rise of
theIslamic Clerics to power.

Cultural relations between the
two countries remained cordial.
[ran's top universities were mod-

.yc:

eled in the line of the US universi-
ties. The Shah had been generous
in awarding the US universities

with financial gifts.

However, beginning with the
Carter administration in 1877,
relations between Tehran and
Washington became strained.
Unlike previous US presidents,
Jimmy Carter was outspoken about
his criticism about human rights
records of Iran under Shah's gov-
ernment. Carter insisted the Shah

to relax freedom of speech and
allow more freedom for political
dissidents. The Carter administra-
tion blocked the export of tear gas
and rubber bullets to Iran. Prior to
1979 [ranian Revolution, Iran had
one of the largest numbers of stu-
dentsresidingin the US.

Post-Revolution

In 1979, when the Iranian
Revolution took place, the Shah
was ousted and Ayatollah
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Khomeini became Iran's new
leader and soon began issuing
vicious rhetaric against the United
States, describing the country as
the 'Great Satan'.

President Carter

The Carter administration refused
to give the Shah any further sup-
port and expressed no interest in
attempting to return the Shah to
power. A significant embarrass-
ment for Carter occurred when the

Shah, suffering from cancer
requested entry into the United
States for treatment. The US
Embassy at Tehran vigorously
opposed the Shah's entry into the
US. They were more intending on
stabilizing relations with the new
revolutionary government in
Tehran. Despite agreeing with the
staff of the US mission at Tehran,
President Carter reluctantly agreed
to Shah's entry into the USA under
pressure from Kissinger,

Rockefeller and other pro-Shah
political figures. This move by
Carter administration infuriated
the [ranian revolutionaries' and led
to the storming of the US Embassy
at Tehran by radical students allied
with the Khomeini faction.

On 04 November 1979, radical

" student followers of Imam Khomeini

occupied the US Embassy in Tehman
with the support of the Imam, citing
that the Americans in the

were involved in spying. Fifty-two US
citizens were held hostages for 444
days. On 07 April 1980 the US broke
diplomatic relations with ran. In
accordance with the Algiers Accords of
January 19, 1981, the Iran-United
States Claims Tribunal was established
for the purpose of handling claims of
US nationals against [ran and of
[ranian nationals against the United
States. On January20, 1981, thedatethe
treaty was signed, the hostages were
released. Coincidentally the same day
President Reagan took oath as the US
President.

Before the 1979 Revolution the
US was [ran's foremost economic
and military partner, participating
greatly in the rapid modernisation
of its infrastructure and industry.
There were over 30,000 Americans
residing in Iran in technieal, con-
sulting or teaching jobs. The issue
of frozen [ranian assets became
very sensitive for the Iranian gov-
ernment. After the seizure of the US
Embassy in Tehran, the US admin-
istration froze about US $12 billion
in Iranian assets, including bank
deposits, gold and other proper-
ties. According to US officials, most
of those were released in 1981 as
part of the deal for the return of US
hostages taken in the Embassy
seizure. Some assets, lranian
claims it to be US $10 hillion, have
remained frozen pending resolu-
tion oflegal claims arising from the
Revolution.

This is the first of the three-part
article on Iran-US relations. The
ather paris will be published in
subsequentStrategic Issues.

The autharis a freelancer.

Economic mismanagement behind
Myanmar protests

BriLy I AHMED

HE first sign of the recent

protests in Myanmar crop-

ped up with the sporadic
displayofthe people’s anger within
the country in February 2007,
when a small group calling them-
selves the Myanmar Development
Committee called on the military
junta to address consumer prices,
. lack of health care, education and
the poor infrastructure,

On August 15, 2007, the junta
decided to increase the price of fuel
by 100 percent and raise the price
of natural gas by 500 percent, putt-
ing additional inflationary pres-
sure on an economy already facing
estimated inflation levels of 17.7
percent in 2005 and 21.4 percent in
2006. The regime, which has a
monopoly on fuel sales, had previ-
ously subsidized price.

Similar to the event of February,
the people once again ok t the
sireet to protests on August 15,
which drew asignificantnumber of
Buddhist monks. Violence finally
broke out on September 26 as the
security forces and protesters
clashed.

The demonstrations were by far
the largest since 1988 when huge
protests involving students, work-
ers, monksy, and the urban and
rural populace challenged the
military dictatorship, demanding
democratic rights and improved
living standards. The army
responded by gunning down hun-
dreds of protesters, jailing opposi-
tion leaders and suppressing any
form of political oppositon. An
estimated 3,000 peaple were killed
by the military and many more
were detained and tortured.

Within days of price hike, the
public transport fare jumped, the
cost of essential items rose
between 10 percent and 50 per-
cent. Bggs, cooking oil, rice and
poultry increased by an average of
35 percent. The hike hit the people
ofMyanmar hard.

Even before the latest price
rises, inflation was running at more
than 30 percent and 90 percent of
the population lived below the
poverty line of US$1 aday.

An unemployed economics
graduate told the Sydney Morning
Herald: "Many people can no
longer afford to send their children
to school. They're down to one
meal a day, it's that bad. As a result
many are malnourished and
they're falling ill. But then they
can't even find the money for
medical bills, Sure, we had difficul-
ties before, but the price rise broke,
the camel's back. Living standards
have gone down. The middle
classes have become poor, and the
poorbecomedestitute.”

Last year; the International
Monetary Fund (IMF) and World

Bank, citing the critical deficit

budget of the military junta, made
recommendations along the lines
of the subsides cut as a part of a
larger package of reforms.
Ambitious projects like con-
struction of a new capital
Naypyldaw and the proposed
information technology capital
Yadanabon, along with apprecia-
ble pay rise for civil servants and a
strong army of 450,0000 account-
ing for 30 percent of the annual
budget, put eminous stress on
government reserves. The junta
approaches such deficits by print-
ing paper currency, culminating in

Andaman
Sea

inflationary heaviness seen today.

To control the deficit, the junta
hgs reduced spending on areas
such as, health and education and
imposed some ad hoc efforts as
increased tax collection, But, the
high rate of corruption and the
thriving fuel black market prevails.
Myanmar is also the second largest
producer of illicit opium in the
world and has developed into a
major supplier of
methamphetamines.

Myanmar's economy now 'is
molded in such a manner by the
junta that it is dependant and
focused on the export of its
resources. It appears that the junta
has short-lived experience, and its
priority lies in the boosting of
military power. It has produced a
situation in which little value is
added to any resources producing
an economy dependant on
imports and exposed to volatile
[e50UICe prices,

It has managed resources and
foreign investment poorly;
planned hydroelectric projects will
likely be forced to export electricity
due to poor domestic infrastruc-
ture to handle the increased load;
the insignificant domestic refining
ecapacity to cope crude oil will have
no option other than to export.
Myanmar is dependent on diesel
imports forits entire economy.

The information technology
projectofYadanabon is an example
of the economic oddity that the
junta often embarks without
proper planning. Yet, another junta
project that will not result in any
significant economy is Jatropha
(physicnuttree) plantation.

The fragile status of the banks
and junta's restriction on with-

drawals raises echoes of the bank
crisis of 2003, which is likely to
cause even further economic
hardship for the people, as they are
hit by the unchecked inflation and
decliningsavings.

Myanmar's natural gas repre-
sents 1.4 percent of the world's
reserve. This attractive scenario
and close proximity is a happy
hunting ground and perhaps a
bonanza for neighboring countries
like China, India, Thailand and
Malaysia to satisfy their ever-
growing energy appetite. China is
the world's second largest oil
importer after US.

China is an important strategic
and economic partner. It provides
weapons and diplomatic support
to the military junta and is involved
in developing the country's infra-
structure, In return, China is seek-
ing rights over the country’s oil and
gas, beside strategic access to
Myanmar port and military bases.
During the first seven month of
2007, China-Myanmar trade
reached US$1.1 billion up by 39.4
percent compared to the period
lastyear.

Two-way trade between India
and Myanmar is increasing and
India has provided loans and aids
to the junta in a bid to win favor.
This year Indian oil company
ONGC made a bid te buy
Myanmar's gas but was outbid by
Petro-China. Indian interests own
30 percent of various offshore
drillingoperations and Indiaisalso
aweaponsupplier.

Thailand has especially profited
from its tolerant attitude towards
the junta and its crackdown on
Myanmar rebels. Trade between
the two countries grew by 5 per-
cent over the past year reaching
about US$3.3 billion. Myanmar's
import included gasoline, fishing
equipment, motorcycles, building
materials and exports largely
consisted natural gas. Thailand is
investing in a huge US§6 billion
hydroelectric project. These stra-
tegic and economic partners are a
relief to the junta for its bloody
foreign currency.

The recent protests could be
similar to the last major uprise of
July 1988 (known popularly
8/8/88) as the underlying cause of
the revolt was economic chaos
that resulted in violent repression
by the military.

Therefore, a comprehensive
program of stabilization and
reform needs to be undertaken; as
ofto day it remains bleak With the
military keeping a fortificatdon on
power since 1962, any peaceful
political permutation the domi-
nating military precedence the
intervention and control in coun-
try will likely return Myanmar to
state-sponsored economic mis-
management.

The authoris a Calumnist and Rasearchear.

Russia's

BARRISTER HARUN UR RASHID

USSIA, under President
: Viadimir Puting is different

from that under President
Yeltsin. The President is responsible
for a resurgent economy and a new
wave of nationalism. Asea changeis
taking place. An ever-pricklier sense
of national pride is seen across the
board.

The President is using his coun-
try's resource to boost the military
and flex Russia's muscle in global
affairs. Eight years of Putin has
instilled self-confidence among
Russians. Russia, which went beg-
ging in the "90s to Western investors
has an investment-grade credit
rating and has the world's third
largest foreign currency reserves of
$470 billion.

The 'rouble’ (Russian local eur-
rency), once shabbily printed,
unloved and ever heading south, is
strong and spruce. The economy is
growing by more than 7% per cent
and prediction has it thatic will grow
2.5 times by 2020 to become world's
fifth largest.

A robust middle class has
emerged in the country and the
trickle down effect [rom the super
rich in their biack limousines is
evident in the colossal and crowded
shopping mallsin Moscow.

Russia has been flexing its mus-
cleswith neighbours. Pressure is put
on neighbours Ukraine, Belarus
Lithuania, with threats to natural
gas supplies. Import of wine has
stopped from Georgia. Tt cut coal
exports, timber supplies and freight
traffic to shaw its displeasure with
Estonfa.

Military spending is running at a
post-Soviet record. New nuclear
submarines, missiles, and aircraft
have been commissioned.

The newapproach isbacked by a
defence budget that has jumped by
25% per cent to $38 billion this year.
The Defence Ministry has
announced a $222 billion rearma-
ment program. [t is aimed at replac-
ing half of the current military
equipment by 2015, [tincludes new
early-warning radar, new intercon-
tinental missiles and a flest of
supersonicbombers.

The navy is to get more than 30
warships, including new aircraft
carriers. Three new submarines will
be commissioned and each will
carry L2 missiles and its sister boats
will carry 16 apiece.

There are plans for a "fifth gener-
atdon” fighter with a low radar pro-
file and claims the new Russian
intercontinental ballistic missiles
has stealth technology that will
allow it to penetrate the US missile-
shield.

Strategic bombers are back over
the North Sea between Britain and
Scandinavia for the first time in 17
years. A restored base in Syria will
give the Russian navy a presence in
the Mediterranean Sea and
Indonesia signed a 1.2 billion deal
to buy Russian submarines, tanks
and helicopters lastmonth.

US encroachment on Russia's
traditional spheres of influence is
resented in the Baltics, Central Asia,
the Caucasus, and Ukraine.

aspirations

Washington's hand is seen in the
“colour” revolutions that swept
away Moscow-friendly regimes in
Geargiaand Ukraine after 2003,

Poland and the Czech Republic
have been warned that it would be
“against their best interests” to allow
partsofanew US missileshield tobe
sited on their soil. (Russia proposed
to have thissite in Azerbaijan).

The Kremlin insists that the myth
of the Pax Americana “fell apart
once and for all in [raq", and the
world must get used to a “strong,
self-confident Russia.” [t resists
tough sanctions on Iran, and
Myanmar and bristles at the UN
plan to give Kosovo independence,
NATO/s eastward expansionand the

Exl
Relations with the
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est, particularly with
Britain, are at their worst

achieve global strike capability are
quite provocative. NATO has
assumed responsibility on a global
scale for everything that happens.
TheWest looks as if it is imposing its
ideology on others, just as the for-
mer Soviet Union did. Fortunately
we have recovered from this disease,
but the Bush Administration has
now caughtit.”

Besides, there is a renewed
geopalitical drive, but it is prag-
matic and less far-flung. What con-
cerns Russia most are the countries
immediately to its south; the
Shanghai Cooperation
Organisation (SCO) brings together
China, Russia, and four Central
States-Kazakhstan, Tajikstan,
Uzbekistan and Kyrgyzstan.

in years.

Moscow has suspended its participation
in the Treaty on Conventional Armed

Forces in Europe.

Under the Treaty,

adopted in 1990, Russia moved most of its
tanks and other hardware east of the
Urals. It no longer has to keep them there.
Observers believe it is largely a response
to Western pressure. “The Americans are
circling Russia with radars and installing
anti-ballistic missiles close to our
borders”, says the defence commentator
Colonel Viktor Litovkin.

USmissileshield. '

Russia is selling arms to coun-
tries that are shunned by the US.
Amid talk of a renewed arms race, a
$1.2 billion all weather missile-
defence system was sold to [ran,
$3.5 billion of hardware to President
Hugo Chavez of Venezuela, and
missiles to Syria.

Relations with the West, particu-
larly with Britain, are at their waorst
in years. Moscow has suspended its
participation in the Treaty on
Conventional Armed Forces in
Hurope. Under the Treaty, adopted
in 1990, Russia moved most of its
tanks and other hardware east of the
Urals. Tt no longer has to keep them
there.

Observers believe it is largely a
response to Western pressure, "The
Americans are circling Russia with
radars and installing anti-ballistic
missiles close to our horders”, says
the defence commentator Colonel
Viktor Litovkin.

He further adds, "It is a matter of
serious concern. We are being pro-
voked into a new arms race. That is
not in Russia’s interest. The
Americans do not want another
competitor and their moves to

The S8CO is an intergovernmen-
tal international organization
founded in Shanghai on 15 June
2001. Its member states cover an
area of over 30 milllon sq km, or
about three fifths of Eurasia, with a
population of 1.455 billion, about a
quarter of the world's total. Tts
working languages are Chinese and
Russian. Later Mongolia, India,
Pakistan and Iran joined as
Observers, It is reported that they
would become members later.

By virtue of SCO membership,
member-states can partake of the
various SCO projects, which in turn
mean access to technology,
increased investment and trade,
infrastructure development such as
banking, communication, etc. It
would also have implications for
global energy security.

Russia has real energy and finan-
cial clout and is prepared to use
them politically. Europe is becom-
ing increasingly dependent on gas
from western Siberia. The Russians
point out that energy has been
synonymous with power and the
Qil-rich countriesin the Middle East
have a lot of power in regional

affairs.

Global energy is in a transitional
stage and-fransitions can be diffi-
cult. Once OPEC supplied and the-
West consumed. Now the scenario
has changed. Russia and Central
Asia have become suppliers, and
India and China have joined the
cansumers' club.

President Putin mocks the
notion of “unipolar” American-
dominated world. The point was
emphasised recently as he and the
Chinese President Hu Jintao
watched their troops assault"terror-
ists” in joint manoeuvres in the
Urals, while a mini-submarine
planted titanium Russianflagon the
seabed beneath the North Pole.

Commentators say that in recent
years, President Putin has given
three important insights of his
mindset.

First, he said in hls state of the
nation in 2005: " The demise of the
Soviet Union was the greatest
geapolitical catastrophe of the
century”. He said recently that it is
time to “stop apologising” for
Russia's past. Some say he means
Stalin's cruelties to hispeople.

Second, he has made it elear that
he is deeply mistrustful of the West,
which he perceives as hell bent on
belitding Russia and looting its
resources. He gave the Americans a
verbal kicking at the Munich
Conference on Security Policy in
February. He sald: "The US has
overstepped its borders in all
spheres, economic, political and
humanitarian. The number of
people whao died did not get less but
increased. We see no kind of
restraint. They have gone from one
conflict to another without achiev-
ing a fully fledged solution to any of
them,”

Third, he is proud of his KGB
roots. He was a Colonel in KGB and
Boris Yeltsin made him chief of KGB
(naw called FSB). He declared loy-
alty to KGB and secret police of
Russia.

President Putin is hugely popu-
lar among people. He has 80% per
cent approval ratings for his muscle
flexing with the West. Putin's power
base is strong. Parliamentary elec-
tions are due at the end of the year
and the presidential poll to follow in
Marchnextyear.

The Constitution requires Putin
to stand down because he was
elected President twice, He could
return in 2012. Recently he
announced that he would run in the
parliamentary election and would
become Prime Minister.

No body is in doubt that he
would choose the President for 4
years and then he would again
become President. He is for a long
haul in Russia's seat of power and
would restore the old glory of his
nation as Tsar, Peter the Great
(1672-1725) did. He is'a great
admirer of Peter the Great and was
born, studied law and worked as a
mayor in St. Petersberg.

The author is former Bangladesh Ambassadar (o
e LN, Ganava,



