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Mehdi Samii and the 1964-1968 Iran-US Arms

Negotiations>l<

Jack W. Roush

In the early 1970s, Iran embarked on what has been characterized as “one of the largest

”

military buildups in modern history,‘ with support from the United States.' Indeed, in
1972, US President Richard Nixon made the unprecedented decision to suspend all
restrictions on arms sales to Iran. Rather than viewing Iran as a client in need of tute-
lage, he saw it as a key strategic partner and a foremost demonstration of his foreign
policy doctrine.” This rclationship marked a signiﬂcant transformation in US policy
from the administrations of John F. Kennedy and Lyndon B. Johnson, which been hesi-
tant to support the Shah’s military ambitions, due to concerns that excessive arms sales
would hinder Iran’s economic and political development.?

This article argues that Mchdi Samii, governor of the Central Bank of Iran (CBI)
and Iran’s lead arms negotiator during the mid- to late 1960s, had a significant role in
this transformation. Samii’s reputation in Washington as a US—aligned financial leader,
his efforts to expand commercial ties to the Eastern Bloc, and his relationship with the
Shah positioned him to resolve tensions with the United States and secure full support
for Iran’s economic priorities and military ambitions. More broadly, by emphasizing
Samii’s role, this article examines how US policy could be influenced by international
technocratic actors. By leveraging their domestic political position, personal credibil-
ity, and economic diplomacy, such actors could influence the decision—making process
in \X/ashington. In this sense, the article contributes to a pericentric understanding of
the global Cold War, demonstrating a means by which the United States could be
compelled to accommodate the strategic objectives of its smaller partners.

Over the past two decades, considerable scholarly attention has been given to
Iran-US relations during the 1960s. Scholars generally agree that Nixon’s Iran policies
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were the culmination of a gradual shift across successive presidential administrations.
During Kennedy's presidency, the United States was willing to intervene in Iranian
politics to curtail the Shah’s military ambitions and promote its own vision for the
country’s development despite resistance by both the Shah and his supporters within
the administration.* By the time Johnson assumed office, the Shah’s consolidation of
power and an improving economic situation altered the balance of power in bilateral
relations, positioning Iran to assert its aims.’ Other factors are shown to have altered
the Johnson administration’s approach, including changing perspectives among policy-
makers and the emergence of competing priorities like the war in Vietnam.® These
studies build from earlier research which tended to depict Iran as a US client state
within the Cold War structure. As a result, they generally framed Iran’s position as
reactive to Washington’s strategic objectives.7

Ina dcparturc from this approach, recent interventions have taken greater interest
in the Iranian perspective, highlighting the reciprocal nature of bilateral relations dur-
ing this period. For instance, scholars have demonstrated how Iran’s efforts to court
the Soviet Union enhanced its leverage toward the United States, in an important scep
toward the country’s strategic independencc.g Others have examined the importance
of Nixon’s personal relationship with the Shah, which emerged as a means of advanc-
ing Iran’s position. In these studies, such factors are central in pushing the United
States toward embracing Iranian strategic aims, including primacy in the Persian Gulf
region.”

Within this body of scholarship, little consideration has been given to the views
and actions of key Iranian officials, including arms negotiators. These actors were crit-
ical in shaping Tehran’s negotiating  tactics and inﬂuencing perceptions in
Washington, contributing to changes in bilateral relations. This article secks to begin
ameliorating this gap by restoring Samii’s agency to the historical record, centering a
crucial (if overlooked) Iranian actor rather than US policymakers alone. To do so, it
incorporates Persian—language oral histories, memoirs, and other sources by [ranian
officials  which have previously received limited utilization for this topic.
Methodological challenges remain, including the paucity of Pahlavi-era documentation

regarding the 1960s arms negotiations. Nevertheless, the sources used offer insight on

4. Ben Offiler, US Foreign Policy and the Modernization of Iran: Kennedy, Johnson, Nixon and the Shah
(Palgrave Macmillan, 2015), 4-5.
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Johnson Years,” Cold War History 15 (2015): 492-493.

6. Andrew Johns, “The Johnson Administration, the Shah of Iran, and the Changing Pattern of U.
S-Iranian Relations, 1965-1967: ‘Tired of Being Treated like a Schoolboy,” Journal of Cold War Studies 9
(2007): 64—94; Mark Atwood Lawrence, The End of Ambition: The United States and the Third World in the
Vietnam Era (Princeton University Press, 2021), 185.

7. James Bill, The Eagle and the Lion: The Tragedy of American-Iranian Relations (Yale University Press,
1988); Mark Gasiorowski, U.S. Foreign Policy and the Shah: Building a Client State in Iran (Cornell
University Press, 1991)4
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the strategic aims and negotiating tactics of Iranian officials. Additionally, this
research draws from relevant diplomatic sources, particularly documents from the
Kennedy and Johnson presidential libraries, the Foreign Relations of the United States ser-
ies, and the National Archives of the United Kingdom.

The article procccds in four sections. The first examines the Kcnncdy adminis-
tration’s intervention in Iranian affairs to encourage economic and political reform
from 1961 to 1963. This positioned tensions between the Shah’s military ambitions and
US expectations for developrnent at the fore of bilateral relations. The second section
discusses how Samii emerged as a key interlocutor from 1963, drawing on his unique
position within Iranian politics and credibility within the Johnson administration. The
third section analyzes the 1964-1968 “crisis period,” showing how Samii leveraged his
dual roles as CBI governor and arms negotiator to influence US polieymaking. By lean-
ing on his technocratic reputation and engaging in economic diplomacy with the
Eastern Bloc, Samii attained leverage in support of Iran’s economic and military aims.
The final section examines how actions taken by Samii and his poiitical allies secured
greater Iranian agency, laying the groundwork for a more equal partnership with the

United States under the Nixon Doctrine and a more independent Cold War posture.

Guns, Butter, and the Kennedy Administration

Upon taking office, Kcnncdy promiscd a new era of US dip]omacy, pai'ticularly toward
the Third World."” This included reorienting relations with states like Iran, which
received largely unconditional aid under his predecessor, US President Dwight
Eisenhower." From 1953, \X/ashington providcd [ran with tens of millions of dollars in
annual military and economic assistance, amounting to nearly one quarter of state rev-
enue by 1959.” Kennedy rejected this approach, arguing that it hindered long-term
dcvclopmcnt and a]igncd \X/ashington with a brittle regime. Therefore, he declared
future aid would be contingent upon progress toward social, political, and economic
modernization, even at the risk of alienating Iran’s craditional elite.”® This effort was
Championcd by kcy staffers who prioritizcd dcvclopmcnt efforts within Cold War
strategy, including economist and Deputy National Security Advisor Walt Rostow,
National Security Council (NSC) staffer Robert Komer, and budgetary aide Kenneth

Hansen, among others. Historian James Goode categorizes these officials as “New

10. “The New Frontier,” acceptance speech of Senator John F. Kcnnedy, ]ul}' 15, 1960, Spccch Files:
1953-1960, Speeches and the Press, Senate Files, Pre-Presidential Papers, JFK Papers (hereafter JFK
Papers), John F. Kennedy Presidential Library, Boston, MA, United States (hereafter NLJFK).

1. Official United States Expressions of Interests in the Security of Iran, April 2, 1962, Iran: Shah’s
visit, April 1962: 11-14 (2 of 2 folders), Robert W. Komer Files, National Security Files, Presidential
Papers, JFK Papers, NLJFK.

12. Memorandum From the Acting Assistant Secretary of State for Near Eastern, South Asian, and
African Affairs (]crncg;m) to the Deputy Under Secretary of State for Administration (Henderson),
January 7, 1955, Foreign Relations of the United States (hereafter FRUS), 1955-1957, Near East Region, Iran,
Iraq, vol. XII, ed. Paul Claussen, Edward C. Keefer, Will Klingaman, and Nina J. Noring (US
Government Printing Office, 1991), doc. 286; Bank Melli Balance Sheet, 1959, Cooperation on Iran
between UK and US, FO 371/140817, The National Archives, Kew, United Kingdom (hereafter TNA).

13. James Goode, “Reforming Iran during the Kennedy Years,” Diplomatic History 15 (1991): 15-16.
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4 Jack W. Roush

Frontiersmen,” in contrast with “traditionalist” State Department careerists like Julius
Holmes, ambassador to Iran, who feared that pressuring the Shah would bring insta-
bility or push Iran away from the Western camp in the global Cold War."

Despite Kennedy’s evident skepticism toward the Pahlavi government, the adminis-
tration decided to accommodate the Shah within its near-term plans for Iran, not least
because there appeared to be no viable alternative centers of power.” Furthermore,
the adminiscracion had lictle time to swap horses midstream. 'l‘hrough the late 19508,
relations deteriorated as the Shah perceived US support as inadequate, particular]y
after the Eisenhower administration failed to provide warning about a 1958 coup
attempt, declined to join the Baghdad Pact, and was unable to prevent the collapse of
the Iraqi monarchy.'6 In 1959, relations worsened amid revelations that the Shah pur-
sued a non-aggression pact with Moscow. In 1960-1961, the country was gripped by
nationwide protests, strikes, and a fiscal crisis that left the state on the verge of bank-
ruptcy.” To coordinate Washington’s response to these issues, Kennedy formed a
White House Iran Task Force (ITF)."®

The New Frontiersmen viewed this situation as an opportunity to accelerate their
agenda. The ITF drafted reports suggesting a reconfiguration of Iran policy, based on
earlier proposals to influence the “scope and direction” of the country’s development
by leveraging aid.” Based on these recommendations, the NSC encouraged the admin-
istration to marginalize the Shah and promote reform through trusted partners within

the Iranian government. These “chosen instruments” would implement a program of

20

Such plans

economic development, eventualiy leading to greater democratization.
followed Rostow’s theories, which stipulated that Third World development had to be

spearheaded by 1OCL{1 technocrats possessing Wh’dt was considered the correct

14. Roland Popp, “An Application of Modernization Theory during the Cold War? The Case of
Pahlavi Iran,” International I {istory Review 30 (2008): 77; James (;oodc The United States and Iran: In the
Shadow of Musaddig (Pilg\ave Macmillan, 1997), 167-177, 181. Rostow later emerged as a staunch sup-
porter of the Shah within the Johnson administration.

1s. Threatened Crisis in Iran, March 6, 1962, Iran, 1961-1962 (1 of 2 folders), National Security Files,
Presidential Papers, JFK Papers, NLJFK; Piesmients Ia]kmg Paper, /\prll 3, 1962, Iran: Shah’s visit,
April 1962: 11-14 (2 of 2 folders), Robert W. Komer Files, National Security Files, Presidential Papers,
JEFK Papers, NLJFK.

16. Roham Alvandi, “Flirting with Neutrality: The Shah, Khrushchev, and the Failed 1959 Soviet—
[ranian Negotiations,” [ranian Studies 47 (2014): 419—421.

17. A Review of the Problems in Iran and Recommendations for the National Security Council, May
15, 1961, Countries, Iran: General, 15 May 1961, National Security Files, Presidential Papers, JFK Papers,
NLJFK; Goode, “Reforming Iran during the Kennedy Years,” 14; Hassanali Mchran, Hadaf-ha va siyasat-
ha-ye bank-e markazi-yi Iran, az 1339 ta 1357 (The Goals and Policies of the Central Bank of Iran, 1960-1978)
(Ibex, 2013), 37-39 (author’s translation from Persian). As a former CBI governor, Mechran’s primary
account of the bank’s formation and agenda is an invaluable resource.

18. Pre]iminary Comments on Iran TF Report, Countries, Iran: General, 15 May 1961, National
Security Files, Presidential Papers, JFK Papers, NLJFK.

19. A Review of the Problems in Iran and Recommendations for the National Security Council,
NLJFK; Notes on the Situation in Iran, March 20, 1961, folder 16, box 2a, James A. Bill Papers, Col]ege
of William and Mary Special Collections Research Center, Williamsburg, VA, United States (hereafter
WMSCRC).

20. Pre]iminary Comments on Iran TF Report, NLJFK; A Review of the Problems in Iran and
Recommendations for the National Security Council, NLJFK.
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ideologica] perspective. Under their 1eadership, the administration believed that the
Shah would “naturally” become politically irrelevant.” This plan revealed the adminis-
tration’s patcma]istic outlook toward Iran, which justilcicd extensive intervention in
the country’s politics to reach its preferred end.*

The ITF'’s priorities for their “chosen instruments” included educational reform,
land redistribution, and creating conditions to stimulate free enterprise, which were
intended to enable the country’s economic “takeofl” Crucially, it also recommended
restricting the Shah’s efforts to cxpand the Iranian militaty, even if it created diplo—
matic challenges.* This recommendation received near-universal support within the
adminiscration, based on the “guns versus butter” model, a macroeconomic concept
positing that increased military spending (“guns”) would come at the expense of civil-
ian expenditure (“butter”). Accordingly, it stood to reason that the Shah’s military
ambitions would siphon crucial resources from Iran’s economic development, ulti-
matc]y causing furcher insecurity. By adopting this framework, the ITF ensured the
guns-and-butter debate became the central tension within Iran-US relations in subse-
quent years. It marked the perceived limits to acceptable Iranian autonomy among
both traditionalist policymakers and the New Frontiersmen, offering a point of con-
vergence for the competing factions in Washington.”

As sustained crises and US expectations made his position untenable, the Shah
appointcd veteran po]itician Ali Amini as prime minister, and withdrew from manag-
ing many of the day-to-day affairs of stace while retaining his traditional control over
the military, domestic security, and diplomacy.26 Despite speculation in Iran that the
United States forced this course of action, scholars generally agree that economic and
political pressures brought these circumstances, rather than Washington’s direct med-
dling.z7 Nonetheless, the administration identified Amini as an ideal partner, as a
reform-minded liberal with an agcnda mirroring the ITF's recommendations.® Amini

was a known quantity, having previously served as a negotiator for Iran’s oil

21. Roham Alvandi, ed., The Age of Aryamehr (Gingko Library, 2018), 43-45.

22. For critical analyses of the ITFs paternalistic and orientalist approach, sce: Popp, “An
Application of Modernization Theory during the Cold War”; Andrew Warne, “Psychoanalyzing Iran:
Kenned_y’s Iran Task Force and the Modernization of Orientalism, 1961-3,” International History
Review 35 (2013): 396—422.

23. A Review of the Problems in Iran and Recommendations for the National Security Council,
NLJFK; Gregory Brew, Petroleum and Progress in Iran: Oil, Development, and the Cold War (Cambridge
University Press, 2022), 224—226.

24. A Review of the Problems in Iran and Recommendations for the National Security Council,
NLJFK.

25. Offiler, US Foreign POliL?)} and the Modernization of Iran, 38; Alex Mintz and Chi Huang, “Guns ver-
sus Butter: The Indirect Link,” American Journal of Political Science 35 (1991): 738~757.

26. Brew, Petroleum and Progress, 214.

27. Iraj Amini, Bar bal-yi buhran: zendegi-yi siyasi-yi ‘Ali Amini (On the Verge of Crisis: The Political Life
ofA/i Amini) (Mahi Press, 20()9), 275-279 (author’s translation from Persian); Marvin Zonis, The Political
Elite of Iran (Princeton University Press, 1971), 48-50; April Summitt, “For a White Revolution: John F.
Kennedy and the Shah of Iran,” Middle East Journal 58 (2004): 565.

28. Prime Minister Ali Amini—A Postmortem, ]u]y 25, 1962, Iran, 1961-1962 (r of 2 folders),
National Security Files, Presidential Papers, JEK Papers, NLJFK; A Review of the Problems in Iran and
Recommendations for the National Security Council, NLJFK.
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6 Jack W. Roush

consortium and ambassador to Washington. He also appeared to have sufficient
political capital, with a natural constituency among the landowning elite through fam-
ily ties and opposition credibility from his brief service in the government of
Mohammad Mossadegh, who famously pursued Iranian oil nationalization*” Shortly
after Amini’s appointment, Secretary of State Dean Rusk telegrammed the embassy in
Tehran conﬁi‘ming the administracion’s full support for the new prime minister.>'

Initially, Amini governed from a position of strength. He received significant US
economic aid, and traditionalists like Holmes worked to placate the Shah’s apprehen—
sion toward the new political arrangement.32 In line with Rostow’s expectations,
Amini elevated technocratic administrators, including veterans of earlier moderniza-
tion initiatives, and reinvigorated the Plan Organization—an independent develop-
ment body previously led by eminent banker Abolhassan Ebtchaj—offering it a free
hand in dcsigning a $s billion Third Seven-Year Plan (Third Plan), protection from
political meddling, and new implementation authority.” He also ernpowered the
Ministry of Agriculture to begin an extensive land reform program.34 Lastly, Amini
expanded the newly formed CBI and codified its institutional independence, to stabi-
lize Iranian monetary policy in accordance with plans from the International
Monetary Fund (IMF). The ITF supported this by providing policy advice and techni-
cal support to the bank.*®

Samii cmcrgcd as an important, albeit pcriphcral figurc for Amini’s agcnda. As
managing director of the Industrial and Mining Dcvclopmcnt Bank of Iran (IMDBI)
and an Ebtehaj protégé, he participated in international conferences and IMF meet-
ings, helped negotiate World Bank loans, and courted investment in support of devel-

opment effores.® In Iran’s burgeoning financial sector, Samii built a reputation for

29. William Burr, interview with John H. Stutesman, June 22, 1988, Association for Diplomatic
Studies and Training Foreign Affairs Oral History Project, Arlington, VA, United States (hereafter
ADST).

30. Zonis, The Political Elite of Iran, 49—s50.

31. Telegram from Department of State to Tchran, May 29, 1961, folder 16, box 2a, James A. Bill
Papers, WMSCRC.

32. Shah’s Support for Amini Strengthened, November 22, 1961, Iran, 1961-1962 (2 of 2 folders),
Robert W. Komer Files, National Security Files, Presidential Papers, JFK Papers, NLJFK; AID
Approves $20,000,000 in Loans to Ilclp Iranian Government, Fcbruzu‘y 16, 1962, Iran, 1961-1962 (2 of 2
folders); Roberc W. Komer Files, National Security Files, Presidential Papers, JFK Papers, NLJFK;
Memorandum for the President: Crisis in Iran, November 10, 1961, Countries, Iran: Security, 1961-1963,
President’s Office Files, Presidential Papers, JFK Papers, NLJFK.

33. Frances Bostock and Geoftrey Jones, Planning and Power in Iran: Ebtehaj and Economic Development
under the Shah (Routledge, 1989), 88-97, 116-118; Country Background Paper, April 2, 1962, Iran: Shah’s
visit, April 1962: 11-14 (2 of 2 folders), Robert W. Komer Files, National Security Files, Presidential
Papers, JFK Papers, NLJFK.

34. NEA Study of Possible US Actions re the Long-Term Political Situation in Iran, August 10, 1961,
Iran, 1961-1962 (2 of 2 folders), Robert W. Komer Files, National Security Files, Presidential Papers,
JFK Papers, NLJFK; Ali Amini, interview hy Habib Ladjcvai‘di, December 4, 1981, transcript 3, Iranian
Oral History Project, Harvard University, Cambridge, MA, United States (hereafter IOHP) (author’s
translation from Persian).

35. Turnaround Evaluation of the USOM/Iran Project Program, ]uly 18, 1961, Iran, 1961-1962 (2 of 2
folders), Robert W. Komer Files, National Seccurity Files, Presidential Papers, JFK Papers, NLJFK;
Mchran, The Goals and Policies of the Central Bank of Iran, 40-45.
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competency and eschewing the graft and rent-secking rampant in the Iranian econ-
omy.” Amini’s successor, Asadollah Alam, later described Samii as a “chaste banker,”
illuscrating this pt)int.3& With an education from the London School of Economics, a
liberal-developmentalist outlook, and opposition ties, Samii was an ideal cabinet min-
ister within the reformist government. However, he turned down Amini’s advances,
remaining an external advisor.?® As co-founder of the IMDBI and strident believer in
the power of development banking, Samii justified this by stating his work was both
“dear to my heart” and an “effective and important factor in advancing the economy
of my country.”*” This aligned with perceptions that Samii was driven by “noblesse
oblige” over political ambition.*" Nevertheless, he remained a point of contact for
international finance and travelled to Washington to lobby for further assistance for
the Third Plan.** Having assisted in the creation of the CBI in 1960, Samii also offered
public support for Amini’s efforts to strengthen the bank’s position.”®

Despite car]y successes, Amini’s government faced mounting setbacks as his support
in Washington waned.** After six months in office, he failed to prevent the Shah’s
police from arresting E]otehaj7 whom many of the New Frontiersmen lionized for his
carlier leadership of the Plan Organization.®” This prompted some US officials to ques-
tion Amini’s ability to counterbalance the Shah and carry out Washingron’s objec-
tives.** Meanwhile, the Shah’s sympathizers wichin the adminiscracion used this

situation to assert their position. In one telegram to Washington, Holmes argucd that

36. Mehdi Samii, interview by Habib Ladjevardi, August 8, 1985, transcript 1, [OHP (author’s trans-
lation from Persian); Khodadad Farmanfarmaian, interview by Habib Ladjevardi, December 14, 1982,
transcript 7, IOHP; Announcement of Loan to Iranian Development Bank, November 23, 1959, report
number 149139, Documents and Reports, World Bank Group Archives, Washington, DC, United States
(hereafter WBGA).

37. Abbas Milani, Eminent Persians: The Men and Women Who Made Modern Iran, 1941-1979 (Syracuse
University Press, 2008), 760-765.

38. Asadollah Alam, §Eddﬁshr—]7§—y( ‘Alam: je/d~e avval (Diaries Of Alam: First Volume) (Ketabsara,
1992), 311 (author’s translation from Persian).

39. Bill, The Eagle and the Lion, 354; Milani, Eminent Persians, 763; Khodadad Farmanfarmaian, inter-
view by Habib Ladjevardi, December 20, 1982, transcript 10, [OHP.

40. Mehdi Samii, “Bih janab-¢ aga-yi Muhandis Sharif-Emami” (“To the Honorable Mr. Eng. Sharif-
Emami”) in Mehran, The Goals and Policies of the Central Bank of Iran, appendix (author’s translation
from Persian).

41. Khodadad Farmanfarmaian, interview by Habib Ladjevardi, November 19, 1982, transcript 3,
IOHP.

42. Summary Proceedings of the Thirteenth Annual Meeting of the Board of Governors (International
Monetary Fund, 1958), https://doi.org/l0.3089/9781473581751.015, International Monetary Fund eLibrary
(hereafter IMFL); Amini, On the Verge of Crisis, 307; Khodadad Farmanfarmaian, interview, transcript

10; Tclcgmm from Tehran to Department of State, Febru:n‘y 18, 1962, Bowles, Chester: Ilighlights of

Bowles trip, 22 March 1962, Staft Memoranda, President’s Office Files, Presidential Papers, JFK Papers,
NLJFK.

43. Mehran, The Goals and Policies of the Central Bank of Iran, 27.

44. Offiler, US Foreign Policy and the Modernization of Iran, 44—45.

45. Telegram from Cairo to Department of State: Urgent Need for Action in Iran, Febl‘uary 17, 1962,
Bowles, Chester: Highlights of Bowles trip, March 22, 1962, Staft Memoranda, President’s Office Files,
Presidential Papers, JFK Papers, NLJFK.

46. Memorandum for the President, April 9, 1962, Iran, 1961-1962 (2 of 2 folders), Robert W. Komer
Files, National Security Files, Presidential Papers, JFK Papers, NLJFK.
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8 Jack W. Roush

the monarch was a “unique source of authority and stability," and that Amini could
only “govern with his support.”* Some in Washington blamed Amini’s cabinet for
stailing policy implementation, Compounding the inherent inefticiencies they perceived
within the Tranian state.*® While Iranian accounts have defended his government’s effi-
cacy, US sources have claimed it was marred by gridioci\', constant intervention in
ministerial affairs, and personal frustration.*? By contrast, Amini primarily attributed
the cabinet’s shortcomings to insufficient poiiticai and financial support from the
United States>® Amini's domestic position also deteriorated. Holmes claimed that the
Shah, bitter over being upstaged, fomented rumors that the prime minister was a
Kenncdy puppct.sl Left wing and nationalist opposition parties also moved against
him, accusing him of “ruiing by edict” after he dclaycd elections, on the basis of first
nccding to advance his agcnda.52 By mid—1962, the prime minister’s position was under

growing strain.

Complications surrounding the guns-and-butter dilemma ensured the collapse of

Amini’s government. The United States continued to fund the Iranian milicary under
Eisenhower-era agreements through his premiership.”® However, the Shah continued
to request additional support, including new funding and hardware, as the milicary
remained under his purview® In April 1962, the administration acquiesced, in
exchange for eiiminating US support for the Iranian government’s budgetary short-
fall®> Tt was assumed that the Shah would have no choice but to reduce military
expenditure amid mounting financial pressure. This approach was dubbed “sclf-help,”
implying that coercive financial constraints would cornpel the Iranian government to

6

behave with greater fiscal responsibiiity.s( Instead, it forced Amini to balance the
budget without the aid on which Iran had come to reiy.57 That summer, he proposed
across-the-board cuts, including the defense budget. However, the Shah refused to

47. Telegram from Tchran to Department of State, February 18, 1962, NLJFK.

48. NEA Srudy of Possible US Actions re the Long-Term Political Situation in Iran, NLJFK;
Memorandum for Mr. Komer, Subject: Incidental [nteiiigenee re Iran, August 11, 1961, Iran, 1961-1962
(2 of 2 folders), Robert W. Komer Files, National Security Files, Presidential Papers, JFK Papers,
NLJFK.

49. Memorandum for the Record by Robert Komer, October 11, 1962, Meetings and Memoranda,
Staff memoranda: Komer, Roberr, August 1962, National Security Files, Presidential Papers, JFK
Papers, NLJFK; Ali Amini, interview, transcript 3.

50. Memorandum for Mr. Komer, Subject: Incidental Intelligence re Iran, NLJFK; Amini, On the
Verge of Crisis, 466.

st. Telegram from Tehran to Department of State, October 11, 1961, Iran, 1961-1962 (2 of 2 folders),
Robert W. Komer Files, National Security Files, Presidential Papers, JFK Papers, NLJFK; Ali Amini,
interview, transcript 3.

52. Prime Minister Ali Amini—A Postmortem, NLJFK; Khodadad Farmanfarmaian, interview by
Habib Ladjevardi, November 19, 1982, transcript 4, IOHP; Amini, On the Verge of Crisis, 402—407.

53. Background Paper: Comparison of the Past and Proposed MAP for Iran, April 3, 1962, Iran:
Shah’s visit, Aprii 1962: TI-14 (2 of 2 folders), Robert W. Komer Files, Nartional Security Files,
Presidential Papers, JEK Papers, NLJFK.

54. Telegram from Cairo to Department of State: Urgent Need for Action in Iran, NLJFK.

55. Background Paper: Comparison of the Past and Proposed MAP for Iran, NLJFK; Memorandum
for the President from Kenneth Hansen, April 7, 1962, Tran: Shah’s visit, April 1962: 11-14 (2 of 2 fold-
ers), Robert W. Komer Files, National Security Files, Presidential Papers, JFK Papers, NLJFK.

56. Goode, “Reforming Iran during the Kennedy Years,” 21-22.
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Mechdi Samii and the 1964-1968 Iran-US Arms Negotiations 9

cede authority over military expenditure, pushing Amini’s government to a breaking
point.sg Left with the choice of abandoning his deveiopment efforts or fomenting
another fiscal crisis, he resigned in July.”

Amini’s fall was a victory for the Shah’s sympathizers in the administration.
Holmes celebrated the effective return to direct Pahlavi rule, claiming Iran would

&)

soon transform into a “beacon” of stability. Left with liccle choice, the New

Frontiersmen begrudgingiy accepted the situation. Komer wrote that he could not
“back another horse than Pahlavi,” because he did not “see one running.” However, he
warned this was a “hiatus between Iran crises,” and a new strategy was needed to
ensure the Shah’s “survivabiiity.”(’l These concerns continued as the Shah moved to dis-
mantle aspects of Amini’s agenda by reducing the Plan Organization’s funding and
staff, limiting the Third Plan as a vehicle for dcveiopment.62 Nevertheless, he acceler-
ated Amini’s land reform efforts, repackaged as the “White Revolution” alongside
other initiatives, to bolster his poiitical standing. This signaied his intention to pursue
deveiopment on his own terms, despite skepticism from some corners in
Washington.63 As the White Revolution was met by protests for its perceived over-
reach, the United States chose not to intervene as it had in 1961—1962.(’4 Meanwhile,
the tension between dcvciopmcnt and mi]itary ambition persistcd, and the Shah’s
demands for further funds and hardware were met with exasperation from US diplo—
mats in Tehran.®

Even as the Kennedy administration began shifting toward the Shah, the limits of
its support for the White Revolution were quickiy realized. Though the Shah boasted
to Kennedy of “emancipating 15 million Iranians” through land reform, expanding
women'’s rights, and combatting poverty, many in the administration were dubious.®

By May 1963, the Shah purged the reformist minister of agriculture, prompting the

57. Background Paper: Termination of Supporting Assistance, Aprii 4, 1962, Tran: Shah’s visic, April
1962: 11-14 (2 of 2 folders), Robert W. Komer Files, National Security Files, Presidential Papers, JFK
Papers, NLJFK.

58. Memorandum for the Record by Robert Komer, October 11, 1962, NLJFK; Ali Amini, interview,
transcript 3.

59. Ali Amini, interview by Habib Ladjevardi, December 4, 1981, transcript 4, IOHP (author’s trans-
lation from Persian). There is some debate over the Shah’s role in toppling the Amini government, see:
Ali Ansari, “The Myth of the White Revolution: Mohammad Reza Shah, ‘Modernization’ and the
Consolidation of Power,” Middle Eastern Studies 37 (2001): 1-24; Castiglioni, “No Longer a Client, Not
yet a Partner,” 495-496.

60. Memorandum for the President by Robert Komer, November 13, 1962, Countries, Iran: Security,
1961-1963, President’s Office Files, Presidential Papers, JFK Papers, NLJFK.

61. Memorandum to McGeorge Bundy by Robert Komer, October 20, 1962, Countries, Iran:
Security, 1961-1963, President’s Office Files, Presidential Papers, JFK Papers, NLJFK.

62. Report on United States Strategy for Iran, May 29, 1963, Standing Group meetings: General:
Meeting of May 21, 1963, Meetings and Memoranda, National Security Files, Presidential Papers, JFK
Papers, NLJFK; Khodadad Farmanfarmaian, interview by Habib Ladjevardi, November 14, 1982, tran-
scripe 7, IOHP.

63. Report on United States Strategy for Iran, May 29, 1963, NLJFK.

64. Shannon, Losing Hearts and Minds, 63-68.

65. Telegram from Department of State to Tchran, September 10, 1962, Countries, Iran: Security,
1961-1963, President’s Office Files, Presidential Papers, JFK Papers, NLJFK.
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10 Jack W. Roush

New Frontiersmen to raise concerns over the program’s Viability.67 Even Holmes
acknowledged that the Shah “knew little of development,” and observed a “dearth of
managerial experience and economic knowledge” among those implementing reform.®®
Maintaining its paternalistic approach, the ITF determined that Iran could not be
trusted to pursue modernization without some form of guidance. Rather, the United
States had to remain involved to “sharpen” Iranian development, without pressuring
the Shah directiy.69 The New Frontiersmen viewed most Iranian poiiticians as behol-
den to the Pahlavi court, corrupt, or otherwise incompetent.”” In their view, the Plan
Organization was also compromised by reductions to its funding and staft and
renewed politicai interference.”" This left the CBI as the most viable “chosen
instrument” for the New Frontiersmen, given its newfound strength and institutional

independence.””

The Right Man for the Job

The CBI's personnel changes positioned it to implement a development agenda in line
with the vision of the New Frontiersmen. Facing economic headwinds, the Shah
understood the necessity of maintaining an independent and competent central bank
to ensure sound monetary poiicy and encourage foreign investment, which had posed
signiﬁcant chailenges prior to the CBI’s formation.” After the incumbent CBI gover-
nor resigned in 1963, the new royaiist premier, Alam, identified Samii as an ideal
replaceinent given his international ties, apolitical reputation, and role in founding the
bank.

At first, Samii emphatically refused his appointment. When Alam demanded he
accept, Samii joked that the Shah would have to first press-gang him into the military,

66. Letter from the Shah of Iran to President Kennedy, June 1, 1963, Countries, Iran: Security, 1961~
1963, President’s Office Files, Presidential Papers, JFK Papers, NLJFK; Offiler, US Foreign Po/icy and the
Modernization of Iran, 57.

67. Shannon, Losing Hearts and Minds, 6s.

68. Telegram from the Ambassador to the Secretary of State, May 15, 1963, Review of Iranian
Situation: Report on US Strategy for Iran, May 1963, National Security Action Memorandum 228,
Meetings and Memoranda, National Security Files, Presidential Papers, JFK Papers, NLJFK;
Memorandum for Mr. Komer, May 7, 1963, Review of Iranian Situation: Report on US Strategy for
Iran, May 1963, National Security Action Memorandum 228, Meetings and Memoranda, National
Security Files, Presidential Papers, JFK Papers, NLJFK.

69. Report on United  States Strategy for Iran, May 29, 1963, NLJFK; Tcicgram from the
Ambassador to the Secretary of State, May 15, 1963, NLJFK; The Iranian Situation, Aprii 10, 1963,
Review of Iranian Situation: Report on US Strategy for Iran, May 1963, National Security Action
Memorandum 228, Meetings and Memoranda, National Security Files, Presidential Papers, JFK Papers,
NLJEK.

70. NEA Study of Possible US Actions re the Long-Term Political Situation in Iran, NLJFK.

71. Vali Nasr, “Politics within the Late-Pahlavi State: The Ministry of Economy and Industrial
Policy, 1963-69,” International Journal of Middle East Studies 32 (2000): 110; Mchran, The Goals and Policies
of the Central Bank of]mn, 100.

72. The Iranian Situation, April 10, 1963, NLJFK.

73 Mehran, The Goals and Policies of the Central Bank of Iran, 37-39; Bank Melli Balance Sheert, 1959,
TNA. Prior to the CBI's formation, Bank Melli functioned as both Iran’s central bank and largest com-
mercial bank.
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Mchdi Samii and the 1964-1968 Iran-US Arms Negotiations 11

then issue official orders.”* Samii was only willing to accept the role if he could secure
“explicit promises” from the Shah, which would be “fundamental for the progress and
improvement of the bank’s work.””® These concessions included the ability to inde-
pendently select staft’ and pursue development policies that aligned with the Third
Plan.”® Despite apprehension from some of his advisors, the Shah accepted.”” Unlike
carlier offers for a cabinet appointment, Samii viewed heading the CBI as an opportu-
nity to wield meaningful power. “I sincerely hope that in my new position,” he wrote,
“I will be able to render effective and useful service to the economic progress, develop-
ment, and prosperity of our country.”78 Recognizing the “clbow room” provided by
Amini’s reforms, Samii set about transforming the CBI into an “economic planning
authority“ which could fulfil some of the diminished Plan Organization’s mission.
Though he understood that this went loeyond the bank’s statutory purview, he main-
tained such actions were essential to stabilize the Iranian economic and political
systems.””

One of Samii’s first acts as CBI gOvVernor was to issue a directive to this effect,
echoing the objectives of the New Frontiersmen.®® This caught the administration’s
attention, and Hansen and Komer issued memoranda advising Iran to promote devel-
opment by “loosening up credit” and “stimulating foreign investment.”® Soon after,
Samii reduced interest rates from 6 percent to 4 percenti@’Z Drawing on his interna-
tional financial experience, he secured tens of millions of dollars in various loans from
the World Bank in late 1963 to improve rural conditions, fund infrastructure projects,
and stimulate commerce, including the largest road construction loan in the bank’s
history at the time.”® He also attracted foreign investment from other private and
national entities, including $18 million from a collection of US loanks7 a $s million
loan from Bank of America, and governmental loans from British sources. As relations
with Moscow normalized, the CBI also pursued Soviet capital, including a $38.9 mil-
lion loan in 1963.>* Iran soon became one of the largest Third World recipients of
Soviet loans in the 19605.&s

74. Mehdi Samii, interview by Habib Ladjevardi, transcript 1.

75. Mehdi Samii, “Bank-e markazi-yi Irin—Mordad 1342 (Central Bank of Iran—August 1963) in
Mehran, The Goals and Policies of the Central Bank of Iran, appendix (author’s translation from Persian).

76. Mchdi Samii, interview by Habib Ladjevardi, transcript 1; Mchran, The Goals and Policies of the
Central Bank of Iran, 49—50.

77. The Iranian Political Elite: An Analytic Profile, folder 20, box 4, James A. Bill Papers,
WMSCRC.

78. Samii, “To the Honorable Mr. Eng. Sharif-Emami.”

79. Khodadad Farmanfarmaian, interview, transcript 10; Mehran, The Goals and Policies of the Central
Bank of Iran, 4, 51-52.

80. Mchran, The Goals and Policies of the Central Bank of Iran, 51-52.

81. Memorandum to McGeorge Bundy by Robert Komer, October 20, 1962, NLJFK; Memorandum
for Mr. Komer, May 7, 1963, NLJFK.

82. Mehran, The Goals and Policies of the Central Bank of Iran, 50-52; International Monetary Fund
Annual Report, 1965, (International Monetary Fund, 1965) https://doi.org/10.5089/9781616351779.011,
IMFL.

83. World Bank and IDA annual report 1963-1964, January 1, 1964, report number 20078,
Documents and Reports, WBGA.
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1z Jack W. Roush

Beyond promoting investment, Samii used his seat on Iran’s Economic Council to
advance his development 2ims.®® He advocated for expansions to Third Plan expendi-
ture, created CBI—sponsored economic training programs, and helped establish a
national stock cxchangci&7 The CBI also channeled credit to the Plan Organization to
finance l(ey projects and shield it from interference by parliament, which frequently
sought to redirect its funds.®® The core of Samii’s agenda was market-oriented, based
on his belief that “governments are not good entrepreneurs.” Indeed, Iran’s economy
grew rapiclly with the infusion of l'—orcign capital and rising oil revenues.® In implc—
menting these policies, Samii gained like-minded allies, notably Economy Minister
Alinaghi Alikhani.”

Through this period, Samii was careful to preserve his reputation as an apolitical
technocrat.”" Soon after taking office, he declared to CBI staft that “the art of our
work should be to separate the bank from political affairs.”? Despite tensions with
members of parliament seeking to influence monetary policy and expenditure, he
resisted this pressure and cemented the CBI’s position as an effective and rcsponsiblc
fiscal authotity.g3 As one cabinet minister stated, Samii came to be seen loy many as
the “economic brains of the country.”* However, as noted by the CBI’s deputy gover-
nor, their work was inherently steeped in politics7 especially as the bank waded into
economic developrnent.% Therefore, this apolitical posturing ultimately served to
expand Samii’s influence and preserve the CBI's institutional independence.

Samii’s unique position in Iranian politics also extended to his relationship with

the Pahlavi court. Accotding to Samii, he “was one of a few [Iranian ﬁgurcs] who

84. Telegram from Foreign Office to Tehran, April 30, 1964, Iran Aid for Development Projects, T
317/472, TNA.

85. Aid and Trade Activities of Communist Countries in Less Developed Areas of the Free World,
March 1966, CIA-RDP92Bo1090R000400010024-7, CIA Records Search Tool Freedom of Information
Act Reading Room (hereafter CREST).

86. Mehran, The Goals and Policies of the Central Bank oflmn, 15, 22.

87. Khodadad Farmanfarmaian, interview, transcript 10; Mehran, The Goals and Policies of the Central

Bank of Iran, s0-53, 58; William Dellalfar and Javad Khalilzadeh-Shirazi, A Statistical Analysis of

the Dynamics of Economic Growth in Iran: 195973, December 1977, report number SDF45, Documents and
Reports, WBGA; Milani, Eminent Persians, 765.

88. Mehran, The Goals and Policies of the Central Bank of Iran, 52.

89. Khodadad Farmanfarmaian, interview, transcript 10; Dellalfar and Khalilzadeh-Shirazi, A
Statistical Analysis of the Dynamics of Economic Growth in Iran, WBGA; International Monetary Fund Annual
Report, 1968 (International Monetary Fund, 1968), https://doi.org/10.5089/9781616351809.011, IMFL.

90. Gholam-Reza Aflkhami, The Life and Times of the Shah (Univcrsity of California Press, 2()()9), 321—
323

9L Khodadad Farmanfarmaian, interview, transcript 105 Mechdi  Samii, interview by Habib
Ladjevardi, August 8, 1985, transcript 2, [OHP (author’s translation from Persian).

92. Mchdi Samii, quoted in Mehran, The Goals and Policies of the Central Bank of Iran, 6o.

93. Mohammad Yeganch, interview by Zia Sedghi, transcript 7, July 9, 1985, IOHP (author’s transla-
tion from Persian); Khodadad Farmanfarmaian, interview, transcript 10; Milani, Eminent Persians 76s;
Khodadad Farmanfarmaian, interview, transcript 10; Telegram from Embassy Tehran to Foreign Office,
Februal‘y 22, 1964, Iran Aid for Development Projects, T317/472, TNA.

94. Farhang Mehr, interview by Habib Ladjcvardi, January 22, 1986, transcript 10, [OHP (author’s
translation from Persian).

95. Khodadad Farmanfarmaian, interview, transeript 1o.
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refused to be a sycophant” to the Shah, a comment preserved in later interviews
rcﬂccting his self-assured manner in dcaling with the monarch®® The Shah came to
admire his frankness and was deferential to his advice if dealt witch corrcctly during
their weekly consultations. He also came to “believe wholeheartedly” in Samii’s man-
agement of the CBI, and affirmed its independence.”” As a result, the CBI was able to
make “urgent decisions” regarding policy without prior permission from the court,
unlike most Iranian state insticutions.”® In subscqucnt years, the Shah attcmptcd to
lean on Samii’s apolitical reputation by offering to install him as a technocratic prime
minister or opposition party leader.”” Samii deflected, later remarking thac it would
be difficult for a viable political institution with meaningful power to “come to life” in
Iran. The ability to successfully reject such advances further illuminates the two fig—
ures’ mutual respect.””” Over the course of Samii’s career, he remained one of the
Shah’s most trusted advisors."

The nascent Johnson administracion welcomed Samii’s ascension. One memoran-
dum described ongoing “dialogue” between the White House and the CBI, praising its
“competent economic administration” and advancement of US-backed development
goals."” In 1964, the administration strengthened its support by sending staff from the
Federal Reserve system and private banks to advise the CBL'” Samii also became a
“principal contact” for US diplomats in Tehran, valued for his unique ability to navi-
gate Iranian politics."”* Armin Meyer, Holmes’ successor as ambassador, recalled col-
laborating with Samii to “get things through” to the Shah when others could not."”
Because of his general alignment on economic development and his unique political
position, Samii cmcrgcd as an ideal “chosen instrument” to continue guiding [ranian

modernization in the administration’s preferred direction.

96. Mehdi Samii, interview by James Goode, March 19, 1983, subject file 1980-1991, box 1, James F.
Goode Papers, Harry S. Truman Presidential Library, Independence, MO, United States (hereafter
NLHST).

97. Mehdi Samii, interview by Habib thdjevm‘di, August 8, 1985, transcript 3, [OHP (author’s trans-
lacion from Persian); Mchran, The Goals and Policies of the Central Bank of Iran, 53-55.

98. Mehdi Samii, interview Habib Ladjevardi, transcript 1; Mehran, The Goals and Policies of the
Central Bank of Iran, 61.

99. Asadollah Alam, Y&dd&sht»h@ye ‘Alam: je/d—e dovvom (Diaries of Alam: Second Volume) (Ketabsara,
1992), 427428 (author’s translation from Persian); Afkhami, The Life and Times of the Shah, 433.

100. Mchdi Samii, interview l)y Habib Ladjcv:u‘di, ranscripe 2.

1or. Abbas Milani, The Shah (Palgrave Macmillan, 2o11), 250, 271.

102. Airgram to the Department of State from Tehran (Economic Review), May 10, 1965, MAP-
Korea/Iran-December 1963-March 1966, box 42, Files of Robert Komer, National Security Files,
Lyndon Johnson Presidential Library, Austin, TX, United States (hereafter NLLB]).

103. William Lehfeldt, interview by William Burr, April 29, 1987, transcript, ADST; Merritt Sherman,
Letter to Thomas Timlen, January 8, 1965, Meeting Minutes, January 8, 1965, vol. 52, part 1, Federal
Reserve Archival System for Economic Research (hereafter FRASER).

104. William Lehfeldt, interview.

105. Annual Econ-Military Review, June 18, 1965, MAP-Korea/Iran-December 1963-March 1966, box
42, Files of Robert Komer, National Security Files, NLLBJ; Armin Meyer, interview by William Burr,
March 29, 1985, Foundation for Iranian Studies Oral History Project.
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14 Jack W. Roush

However, there were clear points of divergence between Samii and the Johnson
administration. For instance, dcspitc his free-market orientation, he supportcd selec-

"

tive protectionism and import substitution as “temporary” measures in support of
Iranian industrialization, an approach dissuaded by \X/ashington.m(’ Similarly, in 1963
he declined to join other US-aligned technocrats in signing a lecter to the Shah urging
limitations on defense expenditure.”’7 Rather than strict loyalty to the theoretical sug-
gestions put forward by New Frontiersmen like Rostow, Samii identified “moral prin-
ciple and national duty” as his primary motivations.® In Samii’s view, this amounted
to synthesizing the “popular" and “rriumphal" spirit of Mossadegh’s carlier pursuit of
oil nationalization with the Shah’s “visionary” approach to Iranian power."” In practi-
cal terms, this meant simultaneously promoting measures to bolster Iran’s economic

independence and enhance its military strength.

The “Crisis Period”
Naturally, Samii and the Shah found common ground on military affairs. Though he

disagreed with some of the Shah’s more “grandiose" plans, such as his perceived goal

to eventually make the Gulf “free of all super-power influence,” he agreed that Iran

»I1O

should emerge as a regional “pivot of stability.”” He also rejected the Johnson admin-

istration’s guns—and—butter logic, arguing that deficit spending, foreign loans, and

expanding oil revenues would enable simultancous investment in defense and develop-

881

ment."" Based on this mutual understanding, the Shah requested in carly 1964 that
Samii participate in Iran’s arms procurement efforts as “financial advisor” and de facto
chief negotiator, in addition to his CBI responsibilities."* This positioned Samii to
pursue his aims for Iran, with his dual portfo]ios Forrning the basis of the country’s
negotiating strategy.

Samii’s first task as arms negotiator was to assuage Washington’s concerns regard-
ing Iranian development during the Shah’s state visit in June 1964. With talking points

prepared by Samii, the Shah touted Iran’s recent economic performance, according to

106. Alvandi, The Age of Aryamehr, 52-57; Mehdi Samii, Policy Directive, in Mehran, The Goals and
Policies of the Central Bank of Iran, appendix (author’s translation from Persian).

107. Khodadad Farmanfarmaian, interview, transcript 7; Khodadad Farmanfarmaian, interview, tran-
script 10.

108. Mchdi Samii, “Bih janab-¢ nakhust vazir ‘Alam” (“To His Excellency Prime Minister Alam”), in
Mchran, The Goals and Policies of the Central Bank of Iran, appendix (author’s translation from Persian).

109. Mchdi Samii, interview by James Goode; Mchdi Samii, interview by Habib Ladjevardi, transcript
2.

1mo. Mehdi Samii, interview by Habib Ladjevardi, transcript 2; Mehdi Samii, interview by Habib
Ladjevardi, transcript 3; Memorandum of Conversation, February 19, 1970, FRUS, 1969-1976, vol. E-4,
Documents on Iran and Iraq, 1969-1972, ed. Monica Belmonte (US Government Printing Office, 2006),
doc. 47.

1. Mehran, The Goals and Policies of the Central Bank of Iran, 57.

2. Telegram from the Embassy in Iran to the Department of State, December 29, 1965, FRUS, 1964—
1968, vol. XXII, Iran, ed. Nina D. Howland (US Government Printing Office, 1999), doc. 114; Mchdi
Samii, interview by Habib Ladjevardi, transcript 3; Khodadad Farmanfarmaian, interview by Habib
Ladjevardi, transcript 10; Draft Monctary and Banking Statute of Iran, 1959, Cooperation on Iran
between UK and US, FO 371/140817, TNA.
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Rusk." The Iranian delegation persuaded the administration that conditions had suf-
ficiently improved to allow for expanded defense expenditure.™* This facilitated the
Complction of a memorandum of undcrstanding (MOU) on milital'y affairs, that
increased defense grants by nearly twenty million dollars, enabled further arms sales as
economic assistance was phased out, and laid the groundwork for a status of forces
agreement (SOFA) to expand military cooperation later that year."

Simultaneous to these negotiations, the CBI and Ministry of Economy worked to
expand Iran’s commercial ties with the Soviet Union. Building on earlier efforts to
secure Eastern Bloc loans, the bank underwrote a three-year trade agreement with the
Soviet Union as the MOU was finalized."™ This trade agreement included a payments-
and-credit arrangement that codified Samii’s involvement in future Eastern Bloc rela-
tions, in cooperation with Alikhani."” These negotiations aimed to form the basis of a
broader “rapprochement” between Iran and the Soviet Union, which would ultimately
enhance Iran’s 1cvcragc toward the United States.”"® This resembled the “negative equi-
librium” principle implemented by Mossadegh, one of Samii’s influences, which
attempted to balance relations with competing powers to support Iran’s strategic
interests."?

Samii’s efforts dovetailed with the Shah’s broader pursuit of a more independent
Cold War posture, which was also intended to deter Soviet-backed destabilization
efforts and blunt domestic left-wing agitation. The Shah had notably pledged to his
Soviet counterparts in 1962 not to host US missiles in Iran as a prelude to normalizing
relations.”™ Similarly, the Shah intermictently participated in the international non-
aligned movement, and Iran was represented at the formative 1955 Bandung
Conference. However, this often resulted in diplomatic posturing more than insticu-
tional commitment, as Iran remained a US ally and member of the Central Treaty

121

Organization—a Middle Eastern alliance meant to counter Soviet influence.

113. Telegram from the Department of State to the US Embassy in Tchran, June 9, 1964, FRUS, 1964—
1968, vol. XXII, Iran, doc. 41.
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Iran, doc. 1; United States Support for Nation-Building: Iran, an Economic Success Story,
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Administrative History box 2, NLLB]J.
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transcript 7, [OHP (author’s translation from Persian).

119. Brew, Petroleum and Progress, 34, 91; Mehdi Samii, interview by James Goode.
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16 Jack W. Roush

The 1964 MOU was a point of controversy within the Johnson administration mov-
ing into the following year. Supporters argued it was necessary for securing the Shah’s

122

loyalty with only minor economic impact.” Meanwhile, traditionalist critics feared
that the Shah was diverting critical resources from South Vietnam, while New
Frontiersmen warned thac the Shah’s resurgent milicary ambition deviated from US
expectations rcgarding [ranian dcvciopmcnt.123 Based on these criticisms, the adminis-
tration secured assurances that the CBI would conduct an economic review to assess
the viability of additional defense expenditure. According to Komer, the New
Frontiersmen hoped this process would provide their perceived aliy, Samii, with lever-
age to lobby the Shah against further military expansions."

However, Samii slow rolled the review and presented an unreaiisticaliy positive
forecast by overestimating economic growth, underestimating population growth, and
distorting anticipated oil revenue. Even with manipuiated figures, the report revealed
that development and miiitary expenditure would exceed Iran’s existing ]oudget7 echo-
ing the impasse that toppled Amini’s premiership.” While presenting the review,
Samii argued the CBI could close the shortfall with additional international loans,

126

which was impossible in 1962."*” Though frustrated, the administration acquiesced. In

their report, diplomatic staff still praised Samii as an independent “financial authority”
and recommended both uphoiding the MOU and expanding Iran’s miiitary credit by
$30 million. It was determined that pressing the CBI on the review’s inconsistencies
would be Counterproductive, as it could lead to the bank’s ieadership getting their fig—
urative “necks chopped off;” costing Washington another valuable interlocutor.””
Samii’s first gztmbit succeeded, as he p]aycd on the bias roward like-minded techno-
crats among the New Frontiersmen.

Amid deliberations with the United States, Samii continued to strcngthcn ties
with the Soviet Union. In early 1965, he and Alikhani implemented a cooperative ship-
ping program and began o negotiate agreements on joint infrascructure projects with
Moscow.™ These negotiations generated momentum for the intended rapprochement,

culminating in the Shah’s June visit to Moscow. This alarmed Washington, prompting

121 Alvandi, Nixon, Kissinger, and the Shah, 179.

122. Draft Report on Iran: Iranian Military Posture, August 1965, NLLB].

123. Lawrence, The End of Ambition, 185; Castiglioni, “No Longer a Client, Not yet a Partner,” sor; Iran
Increases its Allocation for Military Equipment, November 16, 1965, MAP-Korea/Iran-December 1963~
March 1966, box 42, Files of Robert Komer, National Security Files, NLLB].
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Europe, May 1965, CIA-RDP79Toro03A002300020001-3, CREST; Inte]]igenee Memorandum: The
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Mechdi Samii and the 1964-1968 Iran-US Arms Negotiations 17

concerns among traditionalist officials that he would accept the “handsome offer” of a
non-aggression pact, a specter that haunted US policymakers since the Shah consid-
ered it during the nadir in relations in 1958—1959.”9 Many within the administration
saw Iran’s porential “neutralist” posture as playing into Soviet Premier Nikita
Khrushchev’s stated intentions to bring Iran into the Soviet orbit.”*®

With his position strengthening, Samii tested the waters for amending the MOU.
In September, he travelled to Washington to request a lower interest rate for credic-
based arms sales.”" His counterparts pushed back, lecturing him about Iran’s financial
situation, and how the changc would offer little benefit. Samii pushcd back on this
argument, C]aiming the revised rate would free millions of dollars for his dcvc]opmcnt
agenda, again playing on the administration’s biases. This successfully convinced the
negotiators, and thcy promiscd to take the issue to the White House.

Sensing an opening with these concessions, the Iranian government openly
expressed its dissatisfaction with the MOU in late 1965.”> Meyer had already warned
Washington of this possibility, given the Shah’s insecurity over the growing strength
of his rival regimes (Iraq and Egypt), a recent assassination attempt, and regional con-
flices.”* The Shah told Meyer that Iran urgently required $200 million in additional
arms credit, warning that the development agenda emphasized by the New
Frontiersmen would be “useless” unless Iran’s security could be ensured.'® Meyer was
sympathetic toward these concerns and relayed the Shah’s case to Washington, detail-
ing the need for aircraft, missiles, navy destroyers, and tanks. He also consulted with
CBI officials including Samii, who assuaged his worry that the Iranian parliament

136

might veto additional sales.”® The administration nevertheless dismissed the request,

still asserting it would encumber development.137 Congressional pressure to emphasize

non-military aid and avoid a Middle Eastern “arms race” exacerbated this concern.”®

129. Armin Meyer, Quiet Diplomacy: From Cairo to Tokyo in the Twilight of Imperialism (iUniverse, 2003);
Memorandum for the President by Robert Komer, September 16, 1965, McGeorge Bundy, vol. 14,
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Government of Iran, March 16, 1962, Iran, 1961-1962 (2 of 2 folders), Robert W. Komer Files, National
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December 1963-March 1966, box 42, Files of Robert Komer, National Security Files, NLLBJ.

136. Telegram from the Embassy in Iran to the Department of State, December 29, 1965, FRUS, 1964~
1968, vol. XXII, Iran, doc. 114.

137. Joint State/Defense/AID Message, June 12, 1965, MAP-Korea/Iran-December 1963-March 1966,
box 42, Files of Robert Komer, National Security Files, NLLBJ.

138. To Feed the Hungry, December 28, 1965, Legislative Background and Domestic Crises File, box 1,
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1966, box 11, Memos to the President, National Security File, NLLB].
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18 Jack W. Roush

Once again, the Shah’s priorities were seen as deviating from the administration’s pol—
icy prescriptions.

With \X/ashington stonewalling, the Iranian negotiators deepened engagement with
Moscow. Among the most consequential moves was granting the Soviets access to the
[ranian energy sector, through agreements enabling joint oil exploration and pipeline
construction. US intclligcncc warned strongly against this course of action. According
to a Central Intelligence Agency (CIA) report, these agreements positioned the
Soviets to engage in sabotage and espionage against Iran’s critical infrascructure.”
However, Iranian negotiators doubled down, securing an agreement with the Soviets
to construct a steel mill in Isfahan, supported by CBI credit."*”

These actions were expiicitly poiiticai, designed to demonstrate to the ]ohnson
administration that Iran was prepared to ignore its directives and pursue its strategic
objectives with backing “beyond the United States”* As a member of the Iranian
negotiating staff reflected, they conveyed that existing dynamics vis-a-vis the United

ni42

States were no 10nger working “in Iran’s best interest.”'** Indeed, successive administra-

tions I'CﬁLSﬁd to support Iran’s aims to produee steei fOl‘ over a decade, creating palpabie
frustration in Tehran.“” T1'1€ suecessful agreernent created a4 NEwW sense Of COl’lﬁanCﬂ

among the Iranian negotiators. In their view, they had demonstrated Iran was “equa] to

every other country,” and that they were not simply “servants of . . . America.”**

By 1966, the Shah was positioned for further escalation. In a letter to Johnson, he
implicitly threatened to procure Soviet arms—a move that grcatly alarmed the admin-
istration.”” As intended, the CBI's commercial diplomacy lent credibility to this
threat, playing on institutional concerns regarding Tehran’s posture toward
Moscow. " According to one CIA report, Iran’s economic relations turning “to the
East” demonstrated the Shah’s increasingly “independent spirit” within the broader
Cold War."”” In a memorandum, Komer further argued that expanding economic ties

with the Soviets might lead the Shah to “see rust on his westward anchor,” an indica-

tion of waning US influence in Tran."

Reactions toward Iranian actions were varied within the administration, and com-
plicated previous factional alignments. Some New Frontiersmen, previousiy skeptical
of the Pahlavi government, downplayed the negative ramifications of its increasingly

139. Inte]ligence Memorandum: The Shah of Iran and His Policies, June 5, 1967, CREST.

140. “Iran-U.S.S.R. Steel Mill and Gas Pipeline Agreement,” International Legal Materials 5 (1966): 419~
424.

141. Alinaghi Alikhani, interview, transcript r2.

142. Mohammad Yeganeh7 interview by Zia Sedghi, ]uly 16, 1985, transcript 12, [OHP (author’s transla-
tion from Persian).

143. Mohammad Yeganeh, interview by Zia Sedghi, April 30, 1985, transcript 2, IOHP (author’s trans-
lation from Persian).

144. Alinaghi Alikhani, interview, transcript 12.

145. Letter to President Johnson from the Shah of Iran, March 7, 1966, FRUS, 1964-1968, vol. XXII,
Iran, doc. 122.

146. Johns, “The Johnson Administration, the Shah of Iran, and the Changing Pattern of U.S.-Iranian
Relations,” 76.

147. US-Iranian Relations, May 6, 1966, CREST.

148. Memorandum for the President by Robert Komer, September 16, 1965, NLLB]
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Mechdi Samii and the 19641968 Iran-US Arms Negotiations 19

“independent stance.”'*? Simiiarly, Meyer argued that Iran was mereiy seeking to dem-
onstrate that it was “its own master” and urged conciliation.”* Meanwhile, traditional-
ists who had prcviously been syrnpathetic to the Shah were not even Wiliing to offer
limited acceptance. For instance, Rusk, aiong with others in the traditionalist camp,

"5Y The invocation

chalked Iran’s actions up to “blackmail” or “rug—mcrchant behavior.
of orientalist stereotypes reveals a persistent view within the administration that
[ranian actions were duplicitous and irrational, disregarding their strategic value.

Rusk’s approach won the day, and the administration held a dismissive posture.
Johnson punted the issue, insisting that no changes to the MOU would be made until
the US military conducted a study of the situation.”” This proved an ineffective solu-
tion, as the study concurred with the Shah’s perspective upon its completion in
May.”? Nevertheless, Johnson’s position was unchanged. He summoned Meyer to
Washington and gave him marching orders: verbaily reassure the Shah, continue to
stonewall.”* However, stalling was no longer viable as Samii and Alikhani’s commer-
cial diplomacy toward the Soviet Union intensified. In June, the Shah hosted Soviet
ministers for a ceremony to formally sign the Isfahan steel mill agreements. Incensed,
Meyer requested members of the Iranian negotiating staft meet with him to discuss
the situation. During the meeting, the negotiators reiterated their intentions, with one
stating that lack of US cooperation had left Iran no choice but to “find another sol-
ution” to achieve its strategic aims."

Meyer interpreted this as a veiled warning, cautioning Johnson that Iran would
iikely pursue closer ties to the Soviet Union if it could not secure a “no strings” arms

156

arrangement with the United States.” In a subsequent meeting with Meyer, the Shah

admitted he nearly reached an arms deal with the Soviet Union, to acquire anti-
aircraft guns, missiles, and piancs financed by low-interest credit. Alarmed, Meyer
assured the Shah that he could sway Johnson and offered various concessions to
appease him, including specific armaments. When the Shah rejected these advances,
Meyer derided what he described as Iran’s “virtual stampede in the direction of the
Eastern Bloc,” to little effect.”” In late July, Meyer sent Johnson his “final call for help,”
pleading to offer Iran a “carrot” before relations deteriorated further.™®
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20 Jack W. Roush

This was the last straw. The administration set to work on an appeasement pian, as
the severity of the situation moved even skeptics like Rusk. After some deliberation,
Iran was offered $200 million in credit to purchasc arms, matching the Shah’s initial
request. However, “sensitive” platforms, like Hawk missiles or F-4s, remained withheld
until the Shah “clarified his position” toward the Soviet Union.”” In response, the
Shah announced that any deal with the Soviets would be limited to the purchase of

. . . . 6 o
“minor” arms, forgoing more advanced military cooperation."™ Thus, he secured US

hardware while remaining open toward deepening ties with Moscow in other areas.'®"

Beyond strengthening Iran’s negotiating position, expanding commercial ties with
the Eastern Bloc also bolstered Iranian independence on the development issue. Due
to import substitution poiicies7 new trade relations, and low-interest loans, Iran’s
industrial sector steadily advanced, in line with Samii’s agenda.’(’2 Increasingly, such
policies broke with US advice, which remained grounded in its earlier paternalistic

approach. For example, Rostow urged Samii to prioritize agricultural modernization,

even as industrialization had cleariy become Tran’s primary economic i)]f)]'ective.'63

Moreover, Iran’s overall growth had motivated the Johnson administration to phase
out remaining economic aid to Iran, in a tacit admission that the country would no
longer be subject to edicts on development from the United States."™ Therefore, there
was little question over whether Iran could afford the new arms credit. In one memo-

randum, Rostow acknowledged there could be a “possible impact” on the economy
but advised to simply “wait and keep an eye open.”®”

As the trusted former “chosen instrument” of the New Frontiersmen, Samii allayed

166

remaining concerns while negotiating the credit arrangcmcnt‘s minutiae."” Still seen

as “Iran’s soundest financial leader,” he rcadily agrccd with concerned officials that the
ever-expanding arms acquisitions could be “worrying,” even while directly facilitating
them. Simiiariy, he promised to protect deveiopment expenditure even as it ceased to
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162. Iran’s Economic Relations with the Soviet Union and Other Eastern European Countries, August
22, 1967, Economic Affairs, Ext Relations with Eastern Europe, FCO 17/383, TNA; Dellalfar and
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148.
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Mchdi Samii and the 1964-1968 Iran-US Arms Negotiations 21

be a meaningful condition for arms sales. Eventuaily, Samii simply argued that military
and development expenditure effectively served the same purpose.'’

After the 1966 negotiations, the Shah declared to US diplomats that Iran would
continue bolstering its Eastern Bloc ties.®® Soon after, Samii and Alikhani signed a
new commercial agreement with Moscow and hosted a Soviet trade dclcgation, yic]d—
ing credit expansions, new gas export deals, and a preliminary arrangement to sell
Iranian manufactured goods in Soviet markets.'® Alikhani became increasingiy itiner-
ant, establishing industrial trade agreements with Bulgaria, Poland, Czechoslovakia,
and other Soviet—aligned states through 1967. As one British diplomat wrote, even if
Iran had not yet been “cngulfcd” by this trade, its scale was incrcasingly significant.170
In these negotiations, Samii maintained a lower profile, though the CBI remained
tasked with overseeing credit guarantees and import regulations.l7l This enabled Samii
to sustain his positive reputation with Washington, even as US policymakers viewed
Alikhani negatively due to his more visible role in Iran’s Eastern Bloc relations.””*
Once again, Samii’s apolitical reputation served to his advantage.

In mid—r967, the Shah took a new approach to the arms credit negotiations. He com-
plained in May to the CIA director that despite “détente” in “matters of aid and trade,”
he remained concerned about the Soviet threat to Iran, particuiariy espionage and poten-
tial atrack by Soviet rcgiona] allies.”” Some US officials advocated a deferential approach
toward Iran after the events of 1966, but others worried that the Shah was warning about
a threat that his own po]icics had enabled, again bc]ittling [ranian policy.'74 For instance,
one intciligencc report cautioned that its cxpanding economic influence in Iran was
already a key “criumph” for the Soviets, while another argued that Iran’s commercial rela-
tions with the wider Eastern Bloc deliberately exposed the country to Soviet pressure.
This contrasted with the Shah’s argument that Eastern Bloc demand for Iranian commod-

ities diminished the risk of destabilization by creating mutual dependence.'75
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National Security Files, NLLBJ.
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22 Jack W. Roush

Despite this contention, the strategy of both enhancing Eastern Bloc ties while
decrying the Soviet threat succeeded, and the perennial budgetary concerns were
waived during subsequent MOU reviews.7® Throughout the summer, Johnson also
deflected pressure from Congress to restrict Middle Eastern arms credit sales due to
the Six-Day War, based on concerns that they contributed to regional insecurity.'77
Johnson’s efforts proved effective. Rather than frame Iran as a wayward client in need
of discipline, he argued the country was becoming “Vitally important to our ‘forward

”

stmtegy’ fOl‘ tl’lC common defense Of the ﬁ‘ee V\K)I‘ld7 as it was “derCtly confronted by

the Soviet bloc.” This offered further credence to the Shah’s assertions.”® In August,

the Shah was invited to Washington to make his case to Congress and break bread

with the president, as the carlier acrimony faded.””?

As tensions eased, Iranian negotiators prepared for a final push. In late 1967, the

Shah requested an $80o million credit expansion over the subsequent five years.'&’

This came in anticipation of the British government announcing strategic withdrawal
from the Persian Gulf in January 1968, presenting an opportunity for Tehran as an
ascendent 1'cgional power. Despite concerns of conflict with other ﬁ'icndly states, like
Saudi Arabia, the Johnson administration soberly assessed the potential benefits of
[ranian primacy in the Persian Gulf'® Following carlier patterns, Iranian efforts to
strengthen ties with the Eastern Bloc intensified, to create additional lcvcragc for new
demands. Through March 1968, the Iranian negotiators secured commercial agree-
ments with Soviet—aligned states including Romania and Hung:iry.182 Also mirroring
1966, Samii also underwrote plans to cxpand the Isfahan steel mill and bring addi-
tional Soviet technical advisors to Iran.'® These activities continued in subsequent
years, as Samii helped formulate arrangements to build a pipeline to supply Iranian oil
to the Eastern Bloc.™ With these actions, the negotiators reiterated that thcy were

“determined,” and would “accept assistance from anywhere” in achieving Iran’s strate-

gic objectives.‘&5
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The Shah paired his own eftorts with those of his negotiators. In May, Iran hosted
the Soviet premier and members of the general staff; who met with both the Shah and
the Economic Council to discuss future relations.® Shortly after this visit, Iran hosted
two Soviet naval vessels for a diplomatic cour, thcrcby inviting a military presence
into the Persian Gulf which had previously intimidated the Shah and troubled the
United States."™” These moves further asserted Iran’s newfound confidence and agency,
demonstrated its ability to independently manage Eastern Bloc relations, and heavily
implied the Shah was open to new arms purchases from Moscow.

The Iranian negotiators noticed that their actions had “created a change” in
\X/ashington's stance.’™ Racher than push back, the administration acceded to the
Shah’s latest requests by oﬁEring a $600 million credit package over the subsequent six
years, $100 million up-front, and full support for further credit ;1rr;mgements.'89 This
amounted to a significant personal promise by Johnson, as it created new battles with
Congress in the final months of his presidency.'9o Beyond Iranian maneuvering, the
administration was pressured to make these concessions by several geopolitical factors,
including Iran’s continued support for the war in Vietnam and its value as a
“moderate” influence within the non-aligned movement. Both issues preoccupied
Johnson, who hoped Iran would lend Third World credibility to US foreign policy.”"

In an anticlimax, the fundamental tension in Iran-US relations was resolved in
Iran’s favor. The guns-and-butter issue collapsed into a new consensus in Washington
that Iran’s development and militarization were no longer oppositional. Rather, they
were mutually reinforcing and complementary to US interests. Traditionalists in the
administration no 10ngcr dismissed the Shah’s ambitions, setting the stage for Iranian
primacy in the Gulf. Concerns over development held by the New Frontiersmen had
been removed from contention thanks to Iran’s positive fiscal situation. Indeed, eco-
nomic growth neared 10 percent annually through rising oil revenue, industrialization,
and the CBI’s policies.”

Samii’s interactions with the administration during the finalization of the 1968
agreement illustrate how the balance had shifted toward Iran.'”? During one meeting,
Rostow attempted to emphasize his prescriptions. Jumping between subjects, he com-
pared Iranian and Mexican development, shared reports on protein consumption in

186. Denis Wright, Mr. Kosygin’s Visit to Iran, May 2, 1968, Political Affairs, Ext Bilateral Iran/
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Russia, FCO 17/379, TNA.
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FCO 17/379, TNA.

188. Mohammad chzmch, interview, transcript 2.
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Assistant (Rostow) to President Johnson, June 12, 1968, FRUS, 1964-1968, vol. XXII, Iran, doc. 294.

190. Meyer, Quiet Diplomacy, 147.
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the Iranian diet, and discussed his views on educational television. However, it was
clear that the archetypal New Frontiersman had accepted Iran’s growing autonomy.
For example, he lauded burgeoning Iranian industrialization and the “processing
industries” which Samii had fostered against his advice.” In response, Samii glibly
“expressed his gratitude” for Rostow’s assistance, perhaps realizing its vanishing signifi-
cance as Iran moved away from a US-directed development model."”>

Likewise, during negotiations in Washington in late 1968, Samii requested extended
credit to purchase additional planes and tanks, with accompanying technicians. In pre-
vious years, US policymakers would have rebuffed such a request. Instead, Rusk readily
promised to bring the proposal to his successor during the presidential transition, ena-
bling future purchases.“)(’ Of course, Nixon further accelerated US military support for
Iran in 1969, Cnabling the country’s eventual inheritance of rcgional primacy.'97 In

1972, the administration removed remaining restrictions on Iranian arms purchases

with the controversial “blank check” memorandum.®

US perspectives toward Iranian engagement with the Eastern Bloc also evolved. In
1965-1966, most policymakers dismissed Iran’s maneuvers with Moscow, framing it
within an orientalist outlook that rejected the country’s strategic rationale."? By 1967,
views were shifting—with some officials arguing that trade with Iran was an indication

of Soviet weakness, or that Iran could play a role in facilitating engagement between

200

Washington and Moscow. Nixon readily accepted Iran’s “independent posture”
within his foreign policy doctrine. Visiting Tehran during the campaign, Nixon dis-
cussed this point with the Shah, laying groundwork for future US regional policies.”"
From this juncture, Nixon pointed to Iran as a key ally capzible of managing its own

202

economy and defense, and as a model for a pragmatic Cold War strategy.
Moving into the 1970s, Samii further strengthened Iran’s position. By encouraging

policymal(ers to ease restrictions on access to financial markets, Iran’s US investments
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expanded through the 1970s, further increasing the country’s sway in Washington.*”
Samii also sought to arrange for the US miiitary to purchasc Iranian oil, turning Iran’s
economic boom into a facet of US sccurity204 Rather than a shaky client regime
requiring direct intervention, Iran had become a security partner that facilicaced
détente with Moscow and protected its shared interests with the United States. Samii
had realized his vision of synthesizing the country’s long—standing pursuit of economic
indcpcndcncc with its quest for greater rcgiona] power. As stated by the Shah’s court
minister at the time, “[Iranians] have at last become masters of our own dcstiny.”m5

The pattern of Iran-US relations that emerged during the 1970s would have been
unthinkable less than a decade prior, given Iran’s immense economic and poiitical
challenges, and a dismissive US perspective toward Iranian strategic aims. In addition
to institutional dynamics and shifting priorities in Washington, and the Shah’s influ-
ence, this process was shaped by the actions and perspectives of Iranian negotiators
often absent from the historical narrative.

Hlustrating this argument, Samii used his unique credibility and position in Iranian
politics to mollify US policymakers, while strengthening Iran’s leverage through eco-
nomic dipiomacy with the Eastern Bloc. His actions helped shift the United States
away from its patcrnalistic approach, dcmonstrating the Iranian government’s capabi]—
ity in dctcrmining the country’s defense policy and modernization trajectory. In
reframing Iran’s demands as those of an assertive partner rather than a client state,
Samii altered the balance of bilateral relations—resolving the tension between US
expectations for deveiopment and the Shah’s miiitary ambitions. This laid the ground—
work for Iran’s military build-up, the apogee of its relations with the United States
under the Nixon administration, and its increasingly independent Cold War
posture.*®

More ]oroadly7 this case reveals how international technocratic actors outside of tra-
ditional centers of decision—making could shape the dynamics of the global Cold War.
By foregrounding the agency of Tranian negotiators, this article demonstrates how a
major developing state influenced US policyrnaking, to ensure the accommodation of

its strategic aims and redefine its position within the international order.
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