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Iran: U.S. Concerns and Policy Responses

Summary

The Bush Administration characterizes Iran as a “profound threat to U.S.
national security interests,” a perception generated primarily by Iran’s nuclear
program but that also takes into account Iran’s military assistance to armed groups
in Irag, to the Palestinian group Hamas, and to Lebanese Hezbollah. The threat
assessment of some other governments was lessened by the December 3, 2007 key
judgements of a Nationa Intelligence Estimate (NIE) that indicates that Iran is
driving to devel op an actual nuclear weapon, but Administration officialssay that this
finding was not the main thrust of the NIE, which judged Iran to be continuing
uranium enrichment.

The Bush Administration approach to contain the potential threat posed by
Iran’ snuclear programisto strengtheninternational economic pressureon lranwhile
also offering Iran potential cooperation should it comply with the international
demands to suspend its enrichment of uranium. This led the Administration to
approve the participation of a high-level State Department official at multilateral
nuclear talks with Iran on July 19, 2008. Three U.N. resolutions (1737, 1747, and
1803) impose sanctions that ban weapons of mass destruction (WMD)-related trade
with Iran; freeze the assets of Iran’s nuclear and related entities and personalities;
prevent Iran from transferring arms outside Iran; ban or require reporting on
international travel by named Iranians; call for inspections of some Iranian seaand
airborne cargo shipments; and call for restrictions on dealings with some Iranian
banks. Separate U.S. efforts to persuade European governments to curb trade,
investment, and creditsto Iran; and to convinceforeign banks not to do businesswith
Iran, arebeginning to injure lran’ seconomy, by many accounts. The pressure appears
to be causing debate among Iranian leaders over whether to negotiate the sought
curbs on Iran’ s nuclear program in exchange for the offered incentives.

To strengthen its diplomacy, the Administration has maintained a substantial
naval presenceinthe Persian Gulf, which U.S. commandersinsist would prevent any
Iranian attempts to close the crucial Strait of Hormuz for any extended period. The
Administration strongly deniesthat it isplanning to take military action against Iran,
but has refused to rule it out if no other efforts to curb Iran’s uranium enrichment
program succeed. An alternate question ishow the Administration woul d react to any
Israeli attempt to strike Iran’ s nuclear facilities. Others believe that only a change of
Iran’s regime would end the threat posed by Iran, although regime change is not
currently a prominent feature of Administration policy toward Iran. Bills under
consideration in the 110" Congress, including H.R. 1400, S. 970, S. 3227,
H.Con.Res. 362, and S.Res. 580 would mandate or recommend significant tightening
of U.S. sanctionson Iran.

For further information, see CRS Report RS20871, The Iran Sanctions Act
(I9A), and CRS Report RS22323, Iran’s Activities and Influence in Iraq, both by
Kenneth Katzman, and CRS Report RS21592, Iran’s Nuclear Program: Recent
Devel opments, by Sharon Squassoni. This report is updated regularly.
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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’ sregimedominate and set apolicy
direction intended to challenge U.S. influence and allies 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

TheUnited Stateswasan aly of thelate 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
(RezaShah), from power because of hisperceived alignment with Germany inWorld
War Il. Reza Shah had assumed power in 1921 when, as an officer in Iran’s only
military force, the Cossack Brigade (reflecting Russian influencein Iranin the early
20" century), helaunched a coup against the government of the Qajar Dynasty. Reza
Shah was proclaimed Shah in 1925, founding the Pahlavi dynasty. The Qgjars had
been in decline for many years before Reza Shah's takeover. That dynasty’s
perceived manipulation by Britain and Russiahad 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). Prior
to the Qagjars, what is now Iran was the center of several Persian empires and
dynasties. Iran adopted Shiite Islam under the Safavid Dynasty (1500-1722), which
brought Iran out from a series of Turkic and Mongol conquests.

The Shah was anti-Communist, and the United States viewed his government
as abulwark 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 M ossadeq, as Prime Minister. Mossadeq was widely considered |eft-
leaning, and the United Stateswaswary of hispolicies, which included hisdrivefor
nationalization of theoil industry. M ossadeq’ sfollowersbegan anuprisingin August
1953 when the Shah tried to dismiss Mossadeq, and the Shah fled. The Shah was
restored in a successful CIA-supported uprising against Mossadeqg.

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' sforfeiture of Iran’ ssovereignty to hispatron, the United States. Khomeini
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fled to and taught in Najaf, Irag, amajor Shiite theological center that contains the
Shrine of Imam Ali, Shiism’s foremost figure. There, he was a peer of senior Iragi
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 other's
oppositionists, Iraq expelled Khomeini to France, from which he stoked the Islamic
revolution. Massdemonstrationsand guerrillaactivity by pro-Khomeini forces, alied
with abroad 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, as enshrined in the constitution that was
adopted inapublic referendumin 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 appearsrelatively stable,
despite internal schisms, occasiona unrest in areas inhabited by minorities, and
substantial unpopularity among many intellectuals, students, labor groups, and
women. Upon his death, one of hisdisciples, Ayatollah Ali Khamene'i, atwo term
president (1981-1989), was selected Supreme Leader by an “ Assembly of Experts”
(an elected body).* The fourth election for the Assembly of Experts, which is
empowered to oversee thework of the Supreme Leader and replace him if necessary,
as well as to amend the constitution, was held on December 15, 2006. After that
election, Akbar Hashemi-Rafsanjani, still amajor figure having served two terms as
president himself (1989-1997), was el ected deputy chief of the Assembly of Experts,
positioning him for elevation to leader following the August 2007 death of the
existing chief, Ayatollah Ali Meshkini. Rafsanjani was voted head of the Assembly
of Expertson September 4, 2007, defeating the harder line Ayatollah Ahmad Jannati.

Khamene'i has vast formal powers as Supreme Leader — heis Commander in
Chief of the armed forces, appoint commanders, and has a representative on the
highest national security body, the Supreme National Security Council, composed of
top military and civilian security officials. The Supreme Leader appoints half of the
twelve-member Council of Guardians;? and the members of Iran’s Supreme Judicial
Council, but he does not appoint the cabinet, which is named by the President and
confirmed by theM ajles (parliament). Headed by Jannati, the conservative-controlled
Council of Guardians reviews legidation to ensure it conformsto Islamic law, and

! 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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it screens election candidates. Khamene'i also hasthe power, under the constitution,
to removethe elected President if either the Supreme Judicial Council or the elected
Majles (parliament) say the President should be removed, with cause. The Supreme
L eader al so appoints membersof the 42-member Expediency Council, set upin 1988
toresolvelegidativedisagreementsbetween the Majl es (parliament) and the Council
of Guardians. Expediency Council members serve five-year terms. The Council,
appointed most recently in February 2007, isstill headed by Raf sanjani; itsexecutive
officer is former Revolutionary Guard commander-in-chief Mohsen Reza'i.

Table 1. Major Factions and Personalities

Conservatives

Supreme
Leader Ali
Khameng'i

Has al the formal powers but not the undisputed authority of his
predecessor, founder of the revolution Ayatollah Ruhollah Khomeini.
Considered moderate-conservative despite frequent hardline rhetoric
including on Isragl. Seeks to challenge U.S. hegemony and wants
Israel defeated but respects U.S. military power and fears military
confrontation with United States. Generally supports the business
community (bazaaris), and opposes stateinterventionin the economy.

Akbar
Hashemi-
Raf sanjani

Key strategist of the regime, longtime advocate of “grand bargain” to
resolve all outstanding issues with United States, although on Iran’s
terms. A mid-ranking cleric, now leads both Expediency Council and
Assembly of Experts. Heads moderate-conservative faction known as
Executives of Construction. Was Majles (parliament) speaker during
1981-89 and President 1989-1997. One of Iran’s richest men, family
owns large share of Iran’stotal pistachio nut production.

President
Mahmoud
Ahmadingjad

Leads faction of younger, harder line conservatives associated with
Revolutionary Guard, revolutionary institutions, and provincial
governments, who comprise much of his cabinet. Generally supports
state control of the economy, subsidies, and socia welfare programs
for lower classes. Particularly popular in rural areas. See box.

Majles Speaker
Ali Larijani

Overwhelming winner for Mgjles seat from Qom on March 14, 2008
and selected Majles Speaker on May 25 (237 out of 290 votes).
Former state broadcasting head (1994-2004) and Minister of Culture
and Islamic Guidance (1993) , was head of Supreme National Security
Council and chief nuclear negotiator from August 2005 until October
2007 resignation. Sought to avoid U.N. Security Council isolation.
Politically closeto Khamene'i, hestill servesonthe Supreme National
Security Council.

Mohammad
Bager Qalibaf

Former Revolutionary Guard Air Force commander and police chief,
but amoderate-conservative and likely challenger to Ahmadingjad in
2009 presidential election. Supporters won nine out of 15 seats on
Tehran city council in December 2006 €elections, propelling him to
mayor of Tehran. With Larijani and former Revolutionary Guard
Commander-in-Chief Mohsen Reza'i, recruited moderate
conservatives for March 2008 Majles election.
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Ayatollah
Mohammad
Taqi Meshah-
Y azdi

Founder of the hardline Haggani school, and spiritual mentor of
Ahmading ad. Fared poorly in December 2006 elections for 86-seat
“Assembly of Experts’ that can amend the constitution, oversee
Khamene'i’s performance, and determine his successor, but did win
aseat. An assertive defender of the powersof the Supreme L eader and
a proponent of an “Islamic state” rather than the current “Islamic
republic,” and advocates isolation from the West. Some believe
Mesbah-Y azdi harbors ambition to replace Khamene'i.

Mahmud
Hashemi
Shahrudi

An Ayatollah, has headed the Supreme Judicial Council since 1999.
Ally of Khamene'i and Rafsanjani, has supported repeated
crackdowns on independent media critical of the regime. But, has
cracked down onjudicial corruption and on mistreatment of prisoners.
Politically close to Shiite Islamist parties in Irag, he is hosting
Moqgtada Al Sadr, theradical young Iragi cleric who has been studying
Islamic theology in Qom since late 2007.

Militant
Clerics
Association

Longtime organization of hardline clerics headed by Ayatollah
Mohammad Mahdavi-Kani. Not to be confused with an
organization with almost the same name, below.

Reformists

M ohammad
K hatemi/
Reformists

Reformist president during 1997-2005. Elected May 1997, with 69%
of the vote; re-elected June 2001with 77%. Rode wave of sentiment
for easing social and political restrictions among students,
intellectuals, youths, and women that seeks reform but not outright
replacement of thelslamicrepublicanregime. K hatemi supportersheld
about 70% of the 290 seats in the 2000-2004 Majles. Now heads
International Center for Dialogue Among Civilizations and remains a
public figure in Iran. Visited U.S. in September 2006 to speak at
Harvard and the Washington National Cathedral on “dialogue of
civilizations.” Reformist MostafaM oinfinished fifthinthefirst round
of presidential elections on June 17, 2005. Reformists regrouped and
won four of fifteen Tehran city council seatsin December 2006 local
elections.

Society of
Militant Clerics

Reformist grouping once led by Mehdi Karrubi. Karrubi formed a
separated “National Trust” grouping after his 2005 loss in the
presidential election.

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. Generally dispersed and repressed under
Vahdat) conservative presidency of Ahmadinejad.

Theldlamic The most prominent and best organized pro-reform grouping. Its
Iran leaders include Khatemi’ s brother, Mohammad Reza Khatemi (a
Participation deputy speaker in the 2000-2004 Majles) and Mohsen Mirdamadi.
Front (11PF).

Mojahedin of Composed mainly of left-leaning Iranian figures who support state
the Islamic control of the economy, but want greater political pluralism and
Revolution relaxation of rules on social behavior. Itsleader is former Heavy
Organization Industries Minister Behzad Nabavi.

(MIR)
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The Rebound of the Conservatives and the 2005 Election of
Mahmoud Ahmadinejad. After suffering several election defeats at the hands of
Mohammad K hatemi and the reformists during 1997-2000 — and losing the grip on
power they held while Khomeini was alive— the conservative camp gained strength
after the February 28, 2003, municipal elections, when reformists largely boycotted.
The conservatives gained additional strength from the February 20, 2004, Majles
elections, in which the Council of Guardians disqualified about 3,600 mostly
reformist candidates, including 87 members of the incumbent Majles, enabling the
conservatives to win 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 the screening.

Asthe reformist faction suffered setbacks, Rafsanjani and other conservatives
prepared for the June 2005 presidential elections.® After the Council of Guardians
narrowed thefield of candidatesto 8 out of the 1,014 personswho filed,* Rafsanjani
had several opponentsmore hardlinethan heis— three had tiesto the Revolutionary
Guard: Ali Larijani (see Table 1); Mohammad Bager Qalibaf (see Table 1); and
Tehran mayor Mahmoud Ahmadinejad. 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 Ahmadinejad moved to arun-off. Ahmadinejad
won alandslidevictory inthe June 24 runoff, receiving 61.8% to Raf sanjani’ $35.7%.
Turnout was 47%, less than the first round. He took office on August 6, 2005.

Ahmadinejad’s Policies and Political Position. Since taking office,
Ahmadinejad hasinflamed world opinion with several anti-1sragl statements, thefirst
of which was stated at an October 26, 2005, Tehran conference entitled “A World
Without Zionism” that “Israel should be wiped off the map” and that “ anybody who
recognizes Israel will burn in the fire of the Islamic nations' fury.” A similar point
of contention was his insistence on the holding of a December 2006 conference in
Tehran questioning the Holocaust, a theme he has returned to several times since,
including at a September 2007 speech at ColumbiaUniversity, aforumwherehealso
deniedthat Iran had any homosexuals. 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 21, 2007, the House passed
H.Con.Res. 21, caling on the United Nations Security Council to charge
Ahmadinejad with violating the 1948 Convention on the Prevention and Punishment
of the Crime of Genocide; the Convention includes “direct and public incitement”
to commit genocide as a punishable offense.)

Some Iranian leaders, both conservative and reformist, and portions of the
population, appear concerned that Ahmadingjad’'s defiance of the international
community on the nuclear issue is isolating Iran. Severa experts believe that
Supreme Leader Khamene'i, athough publicly backing Iran’s “right” to develop
nuclear energy, wants to curb Ahmadinejad’ sauthority, in part to limit the potential

® Rafsanjani was constitutionally permitted to run because athird term would not have been
consecutive with his previous two terms.

* In the 2001 presidential election, the Council permitted 10 out of the 814 registered
candidates.
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for confrontation with the United States. The first decision that strengthened this
view was the October 2005 grant of new governmental supervisory powers to the
Expediency Council. In July 2006, Khamene'i created aten-person advisory “Foreign
Policy Committee” consisting of former defense and foreign ministers. In January
2007, an Iranian newspaper owned by Khamene'i admonished Ahmadingad to
remove himself from the nuclear issue. A shakeup in the nuclear negotiatingteamin
October 2007 represented afurther indication of splitsintheleadership onthat issue,
especially because the former negotiator (now Majles Speaker), Ali Larijani,
continued to undertakeofficial visitsrepresenting the Supreme Leader. In April 2008,
Ahmadingjad fired two cabinet ministers, including the Interior Minister Mustafa
Pour-Mohammadi who is close to Khamene'i. In a further sign of rift and of the
increasing damage to Iran’s economy that international sanctions are inflicting, the
Supreme Leader’s top foreign policy advisor, former Foreign Minister Ali Akbar
Velayati, said in July 2008 that Iran should consider Western offers to settle the
nuclear issue.

March 2008 Majles Elections. The December 15, 2006, municipal council
and Assembly of Experts elections led experts to believe that pro-Ahmadingjad
candidates would be on the defensivein the March 14, 2008, Mgjles elections. Inthe
municipal elections, his supporterswon only 3 out of the 15 seats on the Tehran city
council, with similar results in other major cities. Ahmadinegjad’ s political standing
appeared further undermined by the June 2007 rationing of gasoline — a move
intended to curb consumption that forces Iran to import refined gasoline. The
rationing harmed poorer Iraniansin the urban areas who sometimes use their cars as
unofficial taxis, although it did reduce dependence on imported gasoline (to about
25% from 40%). The Oil Minister resigned in August 2007, probably because of the
unpopularity of the program among some. In January 2008, the Supreme Leader
ordered Ahmadingjad to implement Mgjles legislation requiring the government to
give natural gas to remote villages hard hit by cold wegather.

Ahmadingjad hastried to solidify his position with the lower classes and rural
votes by raising some wages and lowering interest rates for poorer borrowers,
cancelling some debts of farmers, and increasing social welfare payments and
subsidies. Some analysts believe these moves have backfired, to some extent, by
causing increased inflation, but rural Iranians see him as attentive to their economic
plight. Ahmadinejad apparently believes that his distributive policies can still be
supported by high oil prices. The relative heath of Iran’s budget is helping Iran
minimizetheeffectsof international sanctionsresulting from Iran’ snuclear defiance,
although some busi ness ownerssay the difficulty obtaining credit from foreign banks
is hurting their ability to operate.

Maneuvering increased in advance of the Mgjles elections and presidential
electionsin March 2009, in which Ahmadinejad is expected to run for asecond term.
About 7,600 persons filed to run for the 290 total seats, of which 30 arein Tehran.
Of these, about 2,000 mostly reformist candidates, including 103 M gjlesincumbents,
were disqualified by the Council of Guardians. The outcome is in the table below,
and the selection of Ali Larijani, leader of the “moderate-conservative’ faction, as
Majles Speaker, suggests that Ahmadinejad will face arelatively critical Mgles as
the March 2009 presidential election in Iran approaches. Ahmadingad’ sre-election
will likely hinge on whether the Supreme Leader supports or actively works against
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him and whether his relative popularity in the rural areas holds. As an indication of
his relative unpopularity with well educated Iranians, students protested
Ahmadinegjad during aspeech at Tehran’ sAmir Kabir University in November 2006.
Other student protests against him took place on October 8, 2007, and since.

Table 2. Factions in the Eighth Majles
(Elected March 14 - April 25, 2008)

Pro-Ahmadinejad Conservatives (United Front of Principalists) 117
Anti-Ahmadingjad Conservatives (Coalition of Principalists) 53
Reformists (39 seats in eighth Mgjles) 46
Independents 71
Seats annulled or voided 3

Ahmadinejad has not moved to correct economic structural imbal ances, such as
the dependence on oil revenues, which account for about 20% of Iran’s gross
domestic product (GDP), and its extensive imports of refined gasoline. Major
economic sectors or markets are controlled by the quasi-statal “foundations”
(bonyads), run by powerful former officials, and there are special trading privileges
for them and the bazaar merchants, a key constituency for some conservatives. The
same privileges reportedly apply to businesses run by the Revolutionary Guard, as
discussed below.

Mahmoud Ahmading ad

First non-cleric to be president of the Islamic republic since the assassination of then
president Mohammad Ali Rajai in August 1981. About 52, 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 “special forces” of the Revolutionary Guard, and he served subsequently (late
1980s) as a deputy provincial governor. A part of the “Isargaran” faction composed of
former Guard and Basij (volunteer popular forces) leaders and other hardliners. U.S.
intelligencereportedly determined hewasnot, aswasthought by some, one of the holders
of the 52 American hostages during November 1979-January 1981. Other accounts say
Ahmadingjad believes his mission is to prepare for the return of the 12" Imam - Imam
Mahdi —whose return from occultation would, according to Twelver Shiite doctrine, be
accompanied by the establishment of Islam as the global religion. Earned clerical
criticism in May 2008 for again invoking intervention by Imam Mahdi in present day
state affairs. In an October 2006 address, Ahmadingjad said, “1 have a connection with
God.” For more information, see CRS Report RS22569, Iran: Profile of President
Mahmoud Ahmadinegjad, by Hussein Hassan.
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Table 3. Selected Economic Indicators

Economic Growth
Per Capita Income
Proven Oil Reserves
Qil
Production/Exports

Magjor Oil/Gas
Customers

Refined Gasoline
Import/ Suppliers

Major Export
Markets (2006)

Major Imports From
(2006)

Export Credit
Guarantees (2006)

Major Non-Oil
Investments

Trade With U.S.
(2007)

Foreign Exchange
External Debt

Development
Assistance Received

Inflation

4.3% (2007 est.)
$8,100/yr purchasing power parity
135 hillion barrels (highest after Russia and Canada)

4.1 million barrels per day (mbd)/ 2.4 mbd exports. Exports could shrink
to zero by 2015-2020 due to accel erating domestic consumption.

China— 300,00 barrels per day (bpd); about 4% of China's oil imports;
Japan — 600,000 bpd, about 12% of oil imports; other Asia (mainly
South Korea) — 450,000 bpd; Italy — 300,000 bpd; France — 210,000
bpd; Netherlands 40,000 bpd; other Europe — 200,000 bpd; India—
150,000 bpd (10% of its ail imports; Africa— 200,000 bpd. Turkey —
gas. 8.6 billion cubic meters/yr

Imports were $5 billion value per year in 2006, but now about $4 billion
per year after rationing. 60% is supplied by European oil trader Vitol,
(other tradersinclude Russia's Lukoil). Direct suppliersinclude refineries
in: India, Kuwait, UAE, Turkey, Venezuela, Singapore, Netherlands,
China, Turkmenistan, Azerbaijan. Iran planning at |east eight new or
upgrade refinery projects to expand capacity to about 3 million barrels
per day from 1.5 mbd.

Japan ($9.9 billion); China ($9.2 hillion); Turkey ($5.1 hillion); Italy
(%$4.45 hillion); South Korea ($4 billion); Netherlands ($3.2 hillion);
France ($2.7 billion); South Africa ($2.7 billion); Spain ($2.3 billion);
Greece ($2 hillion)

Germany ($5.6 billion); China ($5 billion); UAE ($4 billion); S. Korea
(%$2.9 billion); France ($2.6 billion); Italy ($2.5 billion); Russia ($1.7
billion); India ($1.6 billion); Brazil ($1.3 billion); Japan ($1.3 billion).

Germany $715 million, down from $2 billion in 2005; France — $3.8
billion, down from $5.7 billion in 2005.

Renault (France) and Mercedes (Germany)- automobile production in
Kargj, Iran — valued at $370 million; Renault (France), Peugeot (France)
and Volkswagen (Germany) — auto parts production; Turkey — Tehran
airport, hotels, China— shipbuilding on Qeshm Island, aluminum factory
in Shirvan, cement plant in Hamadan; UAE financing Esfahan Steel
Company; India— steel plant, petrochemical plant; S. Korea— steel
plant in Kerman Province; S. Korea and Germany — $1.7 billion to
expand Esfahan refinery.

$320 million (trade is severely restricted by U.S. sanctions). Exports to
U.S. — $173 million (large categories. pomegranate juice, caviar,
pistachio nuts, carpets, medicines, artwork). Imports from U.S. — $146
million (food, medicines, tobacco products, seeds).

$40 billion+
$19 hillion (2005 est.)

2003 (latest available): $136 million grant aid. Biggest donors: Germany
(%38 million); Japan ($17 million); France ($9 million).

18%+ (2007), according to Iranian economists.

Unemployment Rate

11%+

Sour ce: CIA World Factbook, various press, IMF, Iran Trade Planning Division (2006), press
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Human Rights Practices and the Opposition

The regime appears to have a relatively firm grip on power, in part because
Iran’s leaders have vigorously suppressed any dissent. However, Iranian opinion is
hard to gauge and even seemingly low level unrest has the potential to spira into a
potential threat to the regime if, for example, the regimeis perceived as committing
fraud in an election. Successive U.S. 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 in order to build
international consensusto pressure Iran. The State Department’ shuman rightsreport
for 2007, released March 11, 2008, said Iran’s already poor human rights record
“worsened” during the year — a formulation similar to that used in the report for
2006. The latest human rights report, and the 2007 State Department “religious
freedom” report (released September 14, 2007), cites Iran for widespread serious
abuses, including unjust executions, politically motivated abductions by security
forces, torture, arbitrary arrest and detention, and arrests of women’ srightsactivists.

Table 4. Human Rights Practices and Dissent®

Group/ Regime Practice/Recent Developments
Issue

Ethnic and Persians are about 51% of the population, and Azeris (a Turkic people) are about
Religious 24%. Kurds are about 7% of the population, and about 3% are Arab. Of religions,
Breakdown | Shiite Muslims are about 90% of the Muslim population and Sunnis are about
10%. About 2% of the population is non-Muslim, including Christians,

Zoroastrians (an ancient religion in what is now Iran), Jewish, and Baha'i.

Private Since 2000, judicial hardliners have closed hundreds of reformist newspapers,
Media although many have tended to reopen under new names. During March 26 - March
2007, authoritiesbanned morethan 20 publications. Iran a so hasblocked hundreds
of pro-reform websites. During 2007, regime increased controls over use of the
internet because citizens have increasingly turned to that medium as a source for
news and political debate. In August 2007, the government closed a mgor
reformist daily newspaper, Shargh, which had previously been suspended
repeatedly. In February 2008, the regime closed the main women's magazine,
Zanan (womenin Farsi) for allegedly highlighting gender inequality inIdlamiclaw.

Labor Unions are technically not independent, but under a state-controlled “Workers
Uniong/ House” umbrella. However, some activists show independence and, in 2007, the
Students regime arrested labor activists for teachers' associations, bus drivers unions, and

abakery workers' union. The regime reportedly al so dissolved student unions and
replaced them with regime loyalists following student criticism of Ahmadinejad.
H.Con.Res. 203 condemns Iran’ s July 2007 arrests of several union officers.

> Sources: State Department reports on human rights and on religious freedom.
[http://www .state.gov/g/drl/rIs/hrrpt/2006/78852.htm];  [http://www.state.gov/g/drl/rls
/irf/2005/51599.htm].
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Group/
Issue

Regime Practice/Recent Developments

Women

Regimestrictly enforcing requirement that women fully cover themselvesinpublic,
generaly with agarment called a chador, including through detentions. In March
2007, the regime arrested 31 women activists who were protesting the arrest in
2006 of several other women’ srightsactivists; all but 3 of the 31 werereleased 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. Thebill did not contain arequirement that
members of Iran’s minority groups wear badges or distinctive clothing. In April
2006, Ahmadinejad directed that women be all owed to attend soccer matches, but
the Supreme L eader reversed that move. Women can voteand runin 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 nine women in the

290-seat Magjles, down from 13 in the previous Majles.

Religious
Freedom

Each year since 1999, the State Department religious freedom report has named
Iran as a 