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Continuity and Change in the Political Economy of Iran: June 2009 Protest Movement and Reactions

Introduction

The victory of Mahmoud Ahmadinejad with an astonishing 62% of the vote surprised many observers and analysts both inside and outside of Iran. The run up to the election brought millions of Iranians onto the streets, discussing politics and the possible outcome of the election, not just in Tehran but also in other cities, towns and even villages. However, shortly after the results were announced, this turned into major street protests, the like of which have not been witnessed since the 1979 Iranian revolution. This popular movement, with its million-strong demonstrations where Iranians protest against dictatorship and for democracy (Azadi), brought back past memories and opened a new chapter for the Islamic Republic of Iran. Although the pretext for this movement were questions over the election’s legitimacy, allegedly rigged by supporters of the combatant president, the underlying economic, political and social aspects cannot be set aside in any analysis of its causes. 

The magnitude of these mass movements from below, 30 years after the revolution has intensified the conflict and widened the splits within the Iranian ruling elites. Broadly speaking, there are two major groups: firstly, the Islamist Conservatives, Osulgarayan, (principlist) a combination of right wing conservatives and traditionalists, and the dominant faction headed by Iran's spiritual leader, Ayatollah Khamenei
, President Mahmoud Ahmadinejad, supported by pasdaran Iranian Revolutionary Guard Corps (IRGC), the Basij, security services, the bazaar as well as some huge state-run foundations; secondly, there are the Eslahtalaban, or reformists, now in opposition, led by ex-presidents Akbar Hashemi Rafsanjani and Mohammad Khatami, the ex-parliamentary speaker Mehdi Karoubi and ex-prime minister Mir Hussain Mousavi.   

So far, the use of force by the state, demonstrated for instance, through arbitrary arrests and even killing of protesters to closing down the opposition newspapers and websites, to televising show trials of known oppositionists, has yet to damp down the people’s defiance and anger. The mass upsurge has preoccupied the regime to such an extent that it will haunt them for the foreseeable future: it has damaged their ideological legitimacy and credibility both within and outside Iran. The theocratic state (that is, a state led by religious elite) has on numerous occasions expressed its sympathy to those experiencing inequality or oppression across the globe, particularly vocal in its opposition to US aggression in Afghanistan and Iraq and its support of the Palestinians
. As a result the current crackdown at home has caused much confusion amongst some commentators, both in academic and political circles. For instance: Hugo Chàvez, Venezuela’s president, visited Iran to congratulate Ahmadinejad, While immediately after the election, prominent academic, James Petras, also refused to accept any allegations of vote rigging. He instead blamed the neo-liberals and radicals in the West for supporting of the protesters in Iran
. A very similar line came from Ahmadinejad himself in his victory rally in Tehran, when he referred to the protesters as corrupt, anti-democratic and a tiny minority of dirt and dust
 Whilst analysis of the election itself is important, it does not give insight into why we have witnessed such a huge scale of protest movements within Iran at this time. Disputing an election, presidential or parliamentary, is not new in Iran as this has been a common theme since the 1979 revolution. In fact, in the 2005 election, both the current contester for presidency Mehdi Karoubi, previous speaker of Majlis (Iran’s parliament) and ex-President Akbar Hashemi Rafsanjani were suspicious of Ahmadinejad’s victory.
 They both thought then that his supporters had rigged it but in the end accepted it. So what has changed since 2005? If that election passed by with little fuss, why has this current election caused so much debate and controversy? Why did the nation not witness the escalation of huge protests at that time? Is it only about vote rigging? It would also be wrong to assume that the protesters are solely from the young middle class, better-off sections of society as Petras suggests. It is equally untrue (as others like Pourzal have suggested) that the 2009 protests are due to a greater conflict between reformists such as Mir Hossein Mousavi who are pro-market and wish for better relations with the West, and the principalists who are in favour of welfare reform for the poor and needy.
 In fact it is inaccurate to call Mir Hossein Mousavi (who was Iran’s Prime Minister from 1981-1989) a pro-west and associated with market reform; rather, his policies were more to the left, supporting state-led development (Morady, 1994). 

It is equally simplistic to characterise Ahmadinejad and his supporters as inherently anti-capitalist as their ideas are founded on 7th century Islam and opposed to the modernist programme.
 It seems inherently faulty to suggest that the Iranian state is backward as some orientalist scholars suggest (Laffin, 1979: 170). The political power in Iran runs through modern institutions e.g. parliament, president, and modern apparatus with limited or managed levels of democracy. The internal splits within the ruling elites and continuing social and political resistance as witnessed since the election show the limitations of the state as in it can not have total control, although it is led by the traditional and conservative faction. Therefore the state is not totalitarian, as Mehdi Khalaji suggested.
 The traditional and conservative group led by the Supreme Leader, have control over mass media but he does not have personality cults as such, and he has clearly not been able to regulate criticisms or monopolise the flow of political discourse yet. Three months after the election Iranians are still going to the rooftops in the evening to express their political opposition by shouting slogans against the state.
 
The underlining reasons behind this election that have created such conflicts both within the ruling elites, and between those elites and other social forces is caused broadly by the inability of the Islamic Republic to manage and deliver the basic economic, political and social needs of modern Iranian society in the last 30 years that it has been in power. This is especially important as Iran earns huge oil revenue, which amounted to over $100billion in 2008 alone; whoever controls the state has access to this income. As the supreme leader’s legitimacy is accredited by the pervasive orthodoxy that he receives his authority from God as well the oil income assist his state to have political domination of the society with very little accountability to civil society. The head of the state, Khamenei, is able to use the state resources, in particular oil income, to reward his supporters, rewards which may come in the form of giving his clients state positions ceding to his clients positions of authority within the state (Ahmadinejad is an ex-IRGC member) or to provide handouts to state employees as happened in the run up to the 2009 elections.
 Different foundations such as the Mostazafan (‘the oppressed’), the IRGC, its splinter organisation: the Basij, and security forces have benefited hugely since Ahmadinejad’s election. They may even achieve more if they remove the opposition forces, the reformists.   

The reformists on the other hand, are not in control of the state institutions but receive their support from the big business community, middle class, students, lecturers and now, as a result of increasing political movement, the working class. With the election, the post political turmoil and the economic crisis, Khamenei and Ahmadinejad’s coalition has lost more ground to the reformists. The working class is becoming increasingly aware that Ahmedinajad is not the champion of the poor. In fact he never shied away from taking on the strikers whenever possible even imprisoning the bus workers’ leader, Mansor Osanlu.  He also attempted to remove subsidies on basic goods for the poor, although this was defeated in the parliament in 2008, Majlis.
 
The reformists, Eslahtalaban, are all concerned about the degree of power possessed by the Supreme Leader: the notion that absolute legitimacy to rule is given by God only to Velayate Faqih, i.e. the Imams or the Supreme Theologian, the Faqih. Whether the faqih should be elected or not, it remains a core part of the system; this rose to the surface on the 18th of July 2009 when Ayatollah Mohammed Yazdi, a conservative cleric, member of the Guardian Council, supporter of Khamenei and Ahmadinejad’s mentor, chose to challenge Rafsanjani over his exaggeration of the role of democracy in Islamic government. Yazdi pointed out: “The vote of the people alone does not create legitimacy in government.”
 Similar debates over embedding democracy in religion have been going on for many years, but what is apparent from Rafsanjani and Yazdi’s speech is that it has increasing significance now and has the potential to directly impact the control of Iran’s considerable economic and political power.  
Iran has the experience of both the radical version of Islam led by Ayatollah
 Khomeini after the revolution, and reformism, starting with Rafsanjani at the end of the war in 1988 followed by Khatami until 2005 and now again a radical president, Ahmadinejad. While both factions agree that Islam lies at the core of the system, this is based on a belief that Iran has unique characteristics, largely because of Shia Islam
; its theocracy has had varying interpretations. Ever since the 1979 revolution these core beliefs at times have been compromised for the sake of the system. After the June 2009 elections, Ali Khamenei worked hard in his post-election speech to cover up such divisions: “Our enemies are attempting . . . to make the world believe that there is a conflict between us, the oppositions and the Islamic establishment. . . this is not true. ”

Despite Khamenei and others such as Hashemi Rafsanjani trying to mask their ideological differences, there is clearly huge conflict, which has openly surfaced in the last four months. Division within the ruling theocracy, however, is not just about democratic aspects of Iran’s political system; it is also about their social base and implementing economic, political and social policies. The factional fights between the Islamist reformists and conservatives have also opened the political space for an important group of young Iranians who have been under severe economic, political and social pressure. Since 1979, Iran’s popuation has more than doubled to 70 million of whom 70% are below the age of 30. Nearly 70% of Iran’s people live in urban areas compared to a figure of 50% in 1979.
 The literacy rate has also rocketed from 48% at the time of the revolution to 90% now, with 60% of the young attending college or universities; the number of Iranian women attending university has risen to over 60%. Add to this the evident fact that Iran’s population is largely connected to the outside world via satellite TV and the internet; in a country where owning a satellite dish
 is illegal, nearly 40 million Iranians have one in their houses, and use it daily to watch TV broadcasts from across the world. Over 30 million people are internet users, a staggering increase from only 200,000 in the year 2000. There are computers in every university and internet cafes in all major cities. There are two million blogs in cyberspace, of which over 700,000 blogs are in the Persian language, making it the fourth most popular language for bloggers.
 Such use of technology has not been without consequences as a young Iranian blogger died under mysterious circumstances in jail in March 2009.
 Young Iranians have used Facebook and Twitter to send not only political messages but footage of the reality of their protests and the government’s human rights violations. Given that no official domestic or international reporter is legally allowed to report the situation to the world, not surprisingly this event has been referred to as an ‘internet revolution’.
It is this magnitude of change among the population that has cornered the Iranian elites, intensifying the conflicts among them. The young generation of Iranians who are graduating from universities across the country need jobs and opportunities to express their creativity and benefit from their studies. The state imposes strict measures restricting those who want to produce or screen a film, to write a book or an article or to publish a newspaper. Musicians must get permission to record or to organise and publicise their concerts whilst the Islamic dress code is imposed by voluntary forces, Basijis,
 who scrutinise both men and women in the streets of every city. Economically Iran possesses 9% of the world’s oil reserves and 15% of its natural gas, but a mere 20% of its population hold 80% of the nation’s wealth; according to the Central Bank of Iran’s own figures, 14 million Iranians live below the poverty line.
 According to Labour Minister, Mohammad Jahromi, unemployment is now at 12.5%
 whilst the Central Bank of Iran gave the inflation rate in April 2009 as more than 25%.
 

So, the huge street protests against the results of the presidential election in June 2009 must be viewed against this background of daily economic, political and social frustration, encountered by many ordinary Iranians . What happened after the election was an upheaval that few had anticipated, an opening of Pandora’s box, with millions daring to join demonstrations on the streets of Tehran and other major cities in Iran. The protesters knew that whether this election result was rigged or not, the issue of what is ‘democratic’ or ‘undemocratic’ is blurred in a country where out of 475 people who wished to run for president, the un-elected Guardian Council
 vets all candidates for supposed conformity to Islamic principles, and rejected all but four, all of whom were previous presidents or prime ministers! This upheaval has thrown all sorts of questions into the air: could the Islamic Republic survive such a huge popular challenge? Would it become more dictatorial in its approach? In what ways will the splits within the ruling elites sharpen as a result? Will there be a similar schism that which took place during the Constitutional Revolution in the early 20th century when a leading member of the clergy, Noori, was finally hanged in July 1909 for being openly against reform? 
This paper will attempt to answer some of these questions; It will not attempt to grapple with the contentious issues of whether or not the elections were rigged, and if they were, how this happened. It will rather look at the theoretical debates on the process of continuity and change in religion, in particular Shia Islam, and how since the 1979 revolution, Iran’s religious leaders have responded to growing challenges in the modern world as well as to the pressures of local and global forces through their interpretations of Islam. The paper will analyse this in relation to the positioning of the social forces and their association with different factions, be it radical, traditionalist or reformist, and so it will not examine this from a theological perspective. As a result, it will argue that the Iranian state theocracy carries elements of the past, Islam, but it also has modern institutions, parliament and bureaucracy, within it. This state is authoritarian, has a centralised power structure, revolves around the Supreme Leader or patronage, has benefited handsomely from economic resources, especially oil income, and is closely linked to huge and powerful foundations such as the IRGC and the Basij who will act to remove any threat to the regime. Rather than formal opposition political parties
 competing for power or challenging the decisons of the Supreme Leader or president, there are some, albeit broad, organizations and groups. In examining this we will look at three major periods, 1979-1988, the revolution and the Iran/Iraq war, imposing religious hegemony and managing the war economy; 1988-2005, the post-war economic and political reconstruction and emergence of reformism, and finally 2005 to the present-day, the return of traditionalism and radicalism. We finally look at the role of oil, the nature of the rentier state, authoritarianism, its economic and political influence in the factional fights currently taking place.  

Shia Islam: Revolutionary, Modernist or Conformist? 

Religion is a social phenomenon and, as such, did not emerge or exist independently of the outside world: it has evolved and changed with regard to the transformation of social conditions that has occurred within every society. The positions that religious individuals or leaders have had to adopt are not laid down by religion as such, but by other forces in the society that condition the impact of religion at any particular time. For example, in Iran’s historical development, one can identify certain aspects of pre-Islamic philosophy and spiritual ideas apparent in the continuity of its language and cultural heritage.
 These internal cultural identities continued to exist even after Islam, and Shia Islam in particular, were introduced to Iran. Religion appears to act collectively in that it has leaders, and it defines and changes its internal structures, as well as its external relations. As Anderson argues, religion can unite a community of believers, giving them a sense of community which is very similar to patriotic feelings, an ‘imagined political community’ (Anderson, 1986: 15). Just as it is created, this community changes and evolves; the original ideology may be re-interpreted and revised due to both internal and external social forces. 

Religion takes many dimensions: it gives hope to those whose real situation is hopeless and yet may serve to reinforce the conditions which generate it; it can also become a weapon for the ruling establishment to sanctify their laws as God’s law; it preaches to the community of believers to submit to divine authority and, by extension, worldly power. However, religion is not simply the ally of the rulers; it can only sustain the class society on which it rests if it can maintain its hold on the minds of the people. Historically then, religion has not only acted as a bulwark of the social order, but under some circumstances, due to social forces, religion can act as a revolutionary force, motivating and organising a community against the ruling authorities.

Islam, in general, and Shia Islam in particular, do not have a fixed character; it has got its own dynamism and it is profoundly wrong to equate Islam with ‘fundamentalism’.
 There are those who characterise ‘fundamentalism’ as radicalism, extremism, and/or fanaticism.
 The problem with such analyses is that although Muslims take the writings of the Koran as the undisputed word of God, they have, however, varying interpretations of it according to the circumstances in which they live. Islam has always presented itself in various forms and styles according to the existing historical conditions.
 This has taken especial importance in the era of globalisation and with the impact of the global electronic communications network, when competing websites have sprung up by various Islamic organisations and individuals to influence local and global Muslims who now number 1.3 billion in the world. The diversity of views is a reflection of the changing world, and governments and movements enhance their legitimacy through Islam in order to mobilise popular support. This has been significant for the religious leaders in order to reaffirm Islam and to legitimise their position in society (Voll, 2007).  

Islamic leaders in Iran have also been involved in the broader interactions of modern global history; For example: the Constitutional Revolution in Iran in the early 20th century showed diversity in the views of the clergy i.e. accommodating to change, rejecting change and finally supporting the ruling authorities (Adamyat, 1976). Some clergy like Sheikh Fazlollah Noori opposed the Iranian Constitutional Revolution in 1905 which was the movement attempting to forcibly end foreign influence in Iran, and aimed at reducing the power of the King and promoting a National Assembly instead. While Noori originally supported the uprising he later became an opponent of the constitutionalists and sensitive to the Western notion of democracy with its declining role for the clergy. He characterised members of parliament and government as ‘apostates’ and ‘atheists’ whose blood ought to be shed by the faithful. Noori backed the King, Mohammad Ali Shah, against the constutitonalists, who were defeated with support from Russian troops in 1907. This was not an end to the constitutional struggle though, as two years later the protest movement marched through Tehran, arrested Noori, put him on trial and finally he was hanged in July 1909. (Kasravi, 2006). 

The attempt to bring constitutional change in Iran did not occur in a fashion familiar to the West; however, it is wrong to assume that because an individual such as Noori, was against the Constitutional Revolution, it therefore does not match Western standards of rationality, development and civilisation. As Kiely rightly points out, there is not only a single interpretation of Islam, nor is it correct to reduce political and social issues to Islamic tradition as these exist in a wider, modern and global world, which require clarification and interpretation (Kiely, 2006). Similarly, in their assessments of the Iranian revolution, Hegland (1983) and Akhavai (1983) both express the differences within the Shia masses and the orientation of the Ulama. Pre-revolutionary Iran experienced heterogonous Islamic beliefs, representing different political discourses with diverse ideological interpretations, encompassing Khomeinism, Shariati’s Islamic-left ideology, Bazargan’s liberal-democratic Islam and socialist guerrilla groups of both Islamic and secular variants, not to forget secular constitutionalism in socialist and nationalist forms (Foran, 1994).

These religious interpretations are given in the light of the development of capitalism in the Muslim world and as such, they cannot be taken in isolation from its political history and links to the rest of the world. External factors such as imperialist rivalry and domination of the region have had an enormous impact on the political shape of both Iran and the wider Middle East. It is also important to take into account related internal aspects such as culture, customs and class differences, into which traditional practices, including religion, have had to be incorporated in order to survive. 

Take for example, the anti-imperialist stance taken by Ayatollah Khomeini, his successor Ali Khamenei, and now President Ahmadinejad; this was an important pillar of the revolution in 1979. The legacy of British and US involvement in Iran in the 20th century is still felt by many Iranians, especially, the generation who lived through the oil nationalisation process in the 1950s. The US and Britain played an important role in the defeat of Iran’s elected Prime Minister, Mossadeq in 1950 (Abrahamian, 1982) and their strong support for the Shah continued until 1979. It is also interesting to note that the same ruling elites, Khamenei and Ahmadinejad who may appear to be anti-West and especially anti-American, were very careful not to take any position against the Chinese attacking the Uighur in the riot-hit capital of north-western Xinjiang province in July 2009. Political relations between Iran and China are paramount rather than supporting fellow Muslims of the north-western Xinjiang province. The Iranian state has yet to make any comment on this issue and it was left to Hashemi Rafsanjani in his Friday prayer on 17th of July 2009, and some reformist clergy in Qom, the Shia holy city, to condemn the Chinese government’s role in Xinjiang province. This recent example of political expediency illustrates the theoretical point made by Rodinson:
Islam is an ideology with political significance: its form depends on the specific impact of local class and social forces and how they have been mediated by the international dimension. (Rodinson, 1977: 233)
The influence of the religious establishment in the process of modernisation and globalisation has been presented in varying forms and styles in Iran. This is because Islamic thinkers, whether members of the clergy or not, could not ignore the impact which global capitalism was having on Iran’s economy and society. This in fact has been an essential part of the evolution of the Islamic community i.e. its relation to the local classes and social forces has determined its form in society. The Iranian revolution of 1979 and the establishment of the Islamic Republic brought a new dimension to Iran’s political economy, as the clergy are no longer outside the state and establishment; in fact they now have to manage and control it. The split within the ruling elites is a reflection of divisions within the whole society, as they have different social bases. Some Islamic thinkers, the hard-line Islamists, worry that relative openness to the outside world leads to a decline in the economic position of their key supporters in the bazaar. Individuals such as Mohammad Yazdi have expressed profound concern over their status in society, politics and economy.
 His radical interpretation is in line with Ahamdinejad, who believes that Iran can open up but first must strengthen its economic, ideological and political outlook at home. While Rafasnjani, Khatami and Karoubi, have different social bases, the modern technocrats benefited from the revolution and consequently are happy to open up Iran’s economy to the west and encourage foreign investment. Both sides want to manage Iranian capitalism but they have different ways and interpretations of how best this should be achieved, ensuring their supporters’ interests are protected. This line of argument started long before the revolution and has continued apace. 
Iranian Revolution of 1979: Clergy’s Response to a Modern Movement 

The Iranian revolution in 1979 was one of the most popular and widely based revolutions of the 20th century, as it included different social forces from students and women to the working class who played a leading role, whilst the establishment of workers' councils was crucial in toppling the regime (Bayat, 1987).  Some academics have argued that Iran’s revolution was an attempt to restore the rightful role of Shia Islam in Iranian society by rejecting the Western secular culture, and reclaiming a vision of Islamic purity (Algar, 1983). Indeed after the revolution Khomeini stated that “the recent religious movement was one hundred percent Islamic and was founded by clerics alone” (Khomeini, 1979: 33). The supporters of this view take both religion and anti-imperialism as their core argument to emphasise that because the majority of the Iranian people believed in Shia Islam, therefore they demanded the replacement of the secular, pro-American monarchy with rule by true Islam. Abrahamian sees it rather differently:

 
The Iranian revolution was a mass movement against deep-seated economic, political and social grievances with the more anti-regime religious authorities acting as public spokesmen. (Abrahamian, 1982: 3) 

This view is shared by Pesaran when he argues that the Iranian revolution came about: 

...not because of a sudden and dramatic Islamic resurgence, but mainly as a result of deteriorating socio-economic conditions, ever-rising inequalities and political suppression by the old regime that became intolerable as soon as the masses realised that it was possible to avoid them.” (Pesaran, 1985: 16)

Thus the revolution was not a product of Islamism; it was rather about the huge contradictions, which began in the second half of the 1970s. These economic crises generated increasing divisions between the modern capital connected to the state and more 'traditional' sections linked to the bazaar, coupled with the mass discontent felt by the workers and rural migrants who had recently flooded to the cities. The protests begun by students and academics were joined by sections of the clergy, deepened with strikes by unions, especially the oil workers’, which ultimately led to the collapse of the state. The factors affecting revolutionary change are rooted in economic, social and political conditions and do not arise from religious feeling alone. The revolutionary process contains conflicting ideologies; the dominant rationale is called into question, so the ability of the new vision to appeal to the hopes and desires of those who make the revolution is tested, as well as the participation and activity of individuals who no longer accept a passive role in society. Under such conditions, the regions, groups and individuals did not have homogeneous ideas over political issues during 1979 revolution: Ayatolalh Shariatmadari and other prominent clerics based in Qom, varied in their interpretations of politics and society in Iran but generally took a moderate and liberal stance (Fischer, 2003).     

In contrast, Khomeini presented a radical argument from his exile in France, which meant that although his social base was mostly in traditional sections of society, such as the bazaar and landowners, he was able to capitalise on the revolutionary fervour of mass protests and therefore widen his appeal to other sections of society including those members of the working and middle classes who originally had reservations. This gave the real possibility to compete with the left and secular organisations and win over greater support throughout society. Without the backing of substantial numbers from major social classes, the revolution could not have succeeded i.e. the triumph of the revolution necessitated the joining of several classes. It was clear that Khomeini understood this, as he stated the following on the eve of his taking power, at a time when the unity of forces was vital: 

I offer my thanks to all classes of the nation: to the religious scholars … to the students … to the merchants and traders … to the youth in the bazaars, universities, and madrasas of the country … to the professors, judges, and civil servants; to the workers and peasants. You have triumphed because of your extraordinary efforts and unity of purpose.”  (Khomeini, 1981: 252)

The ability to articulate class unity was only one factor in making the revolution successful. Revolutions arise as a result of class conflict, a crisis of hegemony and the failure of the ruling blocs to continue to operate in the face of the strength of oppositional forces. These factors are only part of the reasons for the revolution; in order to succeed, the revolution must have effective organisation, leadership and ideology (DeFronzo, 1991).

The leadership of the revolution led by Khomeini and supported by Rafsanjani and Khamenei, were well aware that the demands of the revolution were not just to uproot the dictator, as the people protesting on the streets in their millions in 1979 wanted democracy and social equality. These demands were raised by all those who were protesting or striking: the oil workers called for the release of all political prisoners, national control over the oil industry, an end to discrimination against women workers and the dissolution of the secret police (Bayat, 1987: 80). Halliday assets that “The demonstrators of 1978-79 did not want the Shah, but nor did they want a dictatorship of ayatollahs either: they wanted . . . ‘independence’ and ‘freedom’.”
  The clergy led by Khomeini had to take this into account in dealing with the reality of managing the state in the aftermath of the revolution. 
Establishment of Theocracy and Removal of the Challengers 

It took Khomeini and his allies nearly two years to impose their authority, as the power was divided between different social forces such as committees (Komitehs), the left and Mojahedin-e-Khalgh Organisation (MKO) with their influence on the universities. The factory councils (shora) were actively controlling the management of their workplaces. The national minority movements in Kurdistan, Khuzistan and Turkamenstan the Turkmens fought to achieve national independence. It was not an automatic take-over for the clergy to impose its rule as there were challengers, from secular nationalists to Marxists, and the Islamist left.  

These social divisions were mirrored in the post-revolutionary government: Mehdi Bazargan, a secular politician and the first Prime Minister after the revolution expressed his concern at the increasing role of Iran’s clergy. He did this under pressure from Marxist organisations and secular nationalists, who wished to ensure that political openness and democracy were not threatened by clergy led by Khomeini. Supporters of Bazargan were 'moderate' Islamists associated with the modern bourgeoisie, whilst the other powerful revolutionary council nominated by Khomeini was made up of clerics, with its social base in the bazaar. The early days of the revolutionary government were characterised by disputes between different factions, especially the clergy and non-clergy over the constitutional formulation. Bazargan favoured a French type of political system but as Abrahamian points out, Iran’s constitution became a hybrid between Velayat-e Faqih and that of the French Republic, a mixture: 

“…between divine rights and the rights of man; between theocracy and democracy; between vox dei and vox populi; and between clerical authority and popular sovereignty.” (Abrahamian, 2008:163) 
The clergy led by Khomeini cleverly used the concept of nation in order to direct attention away from specific class interests. Although this may seem very close to secular nationalist sentiment, the ideology of Islam was used to legitimise the importance of the nation and to encourage citizens to work hard for Islam. Combining Islam with nationalism was not a new phenomenon as previous and current leaders have always formulated these kinds of arguments. Ayatollahs Tabatabie and Kashani had already stood at the forefront of the nationalist and anti-imperialist activities of the 1906 Constitutional Revolution and the 1950s’ movement to nationalise oil. But in 1979, Iran was under the leadership of the ulama who argued that the revolution was for the nation and Islam, and had to be protected against opposition: the revolution should also be exported to create umma. Khomeini was clear on this when he asked the Iranian people to ‘strive to export the Iranian revolution throughout the world’ and argued that Islam does not recognise any difference between Muslim countries (Khomeini, 1981: 286). 

This view that Iran was at the forefront of a revolutionary movement encompassing all Muslims was stated both in the constitution (Constitutional Law, 1980) and reiterated by Khomeini when he “hoped that all Muslim nations would join Iran’s struggle, not only with the US but also between Islam and the infidels.” Khomeini called on “all the Muslim nations, all Muslims, all Muslim armies . . . all Muslim countries’ presidents to co-operate with our nation.”
 

However, when it came to social classes, workers’ strikes and management of the political economy he used the ‘revolutionary morality’ and responsibility to God as a weapon in an attempt to bring the country back to ‘normality’. Khomeini ordered workers to return to work and build their Islamic nation:
Today any invitation to strike or slowdown of work is treason to the country and the Islamic Republic. Today is not like yesterday [during the revolution] when you were invited to strike. Those strikes were the determining factor in our destiny. We asked you to go on strike to get rid of plunderers from the country [which] you did. Today is contrary to then . . . to invite anyone to go on strike is going against Islam and harming the country. Therefore you have to be aware . . .  Expel those workers who don’t want you to work for your people.” (Khomeini, 1986: 183)

Using Islamist language, he rallied sections of the poor and workers into gangs of hezbollah, many of whom later joined organisations such as the Revolutionary Guard and Basij, in order to attack the left, impose Islamic 'morality' against women refusing to wear the hijab, and to join the army to defeat the separatist revolts. They oversaw the execution of hundreds of the separatist minorities, defeated the peasants who had occupied land in those regions, and returned the land to old landlords whilst some remained under state control (Najmabadi, 1987: 200). Khomeini and his allies gradually carried out a transformation of ownership and control of capital whilst keeping the capitalist relations of production as they were. Following the revolution in 1979, the new state did not change the capitalist relations, but gave new names to Pahlavi or Shah’s state foundations, the mega state industrial and charity organisations,  into ‘the oppressed’, Mostazafan (Morady, 1994). 
Little by little they were able to push aside their competitors, and ensured that the Ayatollah as the Supreme Leader was written into the Constitution. As such, he was provided with wide-ranging authority to ‘supervise policy implementation’ and ‘mediate between executive, legislative, and judiciary’ sectors. He was given power to grant reprieves, dismiss the president, and vet candidates for that office. He was appointed Commander in Chief and granted authority to declare war, to mobilise the armed forces and make appointments of top positions in the army. Significantly, he was granted the authority to appoint the top positions beyond the formal structure of the state, including the director of the radio and television network, supervisors of imam jumeh office (the Friday prayer organisation), and the heads of powerful foundations such as Bonyad-e Mostazafan. The constitution also created an Assembly of Experts made of clerics to elect the Supreme Leader, Majlis-e Khobregan (the Guardian Council): they were able to approve or reject candidates for office and legislation in the Majlis, or Parliament. The Supreme Leader was given the power to appoint six of the twelve jurists in the Guardian Council, as well as the chief judge and the chief prosecutor, heads of the judiciary and legislative sectors respectively. A new organisation, the Expediency Council, was created in 1988, before Khomeini’s death to mediate disputes between the oppositional forces within the regime, the Guardian Council and the Majlis (Moslem, 2002).
Khomeini and his allies did not use 'irrational' or 'medieval' ideas or tools to remove the secular, or left wing Islamist oppositional forces, preferring an alliance with different social classes e.g. the bazaar, the use of rhetoric and populism, nationalism and anti-imperialism in order to justify what they were doing. They legitimised their attack against the secular academics and students by claiming to impose 'Islamic values' as part of a struggle against 'cultural imperialism'. This helped Khomeini and his allies to advance their control over the state. Any differences amongst Khomeini and his allies were kept hidden while they were removing their competitors and ensuring power would remain under their own control. 
Factional Fights: From Revolutionary Vanguard to Reformism   

Khomeini, while he was alive, was able to stand above the competing factions around him: those divisions between the Islamist right (mainly conservative clergy) and a moderate, or pragmatic right led by Rafsanjani, representing big business interests. The Islamist left led by Mir Hussein Mousavi, who was prime minister during the 1980s, mixed religious slogans with nationalism and aspects of Marxism.  

Crucially, during the early part of the revolution, the factions had managed to put aside their differences because they had to ideologically outmanoeuvre their competitors i.e. the secular nationalists and the Marxists. Khomeini and his allies were well aware that in order to quell any dissent they had to establish the IRGC as a military arm of the new state. Originally it was a volunteer force to challenge any attack by the old state’s army but soon became an important economic and political institution for the new regime. The IRGC helped the state prosecute its war with Iraq during the first half of the 1980s. This war lasted for 8 years and helped the new regime establish itself by mobilising the masses in the defence of the Islamic homeland (Hoogland, 1984: 33). The regime also turned the war into an ideological struggle against the ‘atheistic’ regime in Iraq and, most importantly, it kept the army engaged in war rather than interfering in the political process. The IRGC helped the regime to survive during a very difficult period. The new regime used them in the same way that the Shah had used the armed forces: by counter-posing the old army, which was still influenced by the old regime, they helped the new rulers to mobilise people to the war front, to maintain the security of the ruling elite and as a labour force in various military industries. The new state also moved some of the members of the IRGC very quickly into the highest-ranking military positions in the country. They were used to crush any economic and political discontent. Today the IRGC and Basij also routinely participate in exercises that hone their ability to deal with domestic unrest. The Law Enforcement Forces (LEF) are in partnership with the Basij (and ultimately the IRGC) in these efforts to maintain domestic order.

The exact number of IRGC members has been variously estimated anything between 15,000-30,000 whilst the paramilitary force, the Basij, is estimated at 500,000. Both the Basij and IRGC are subordinate to, and receive their orders from Khamenei (who has been Supreme Leader since Khomeini’s death in 1989). The IRGC and Basij played a vital role providing troops throughout the 8 year war with Iraq. The war also provided great political support for the regime as it succeeded in strengthening the position of the clergy who could use the war to justify the suppression of any opposition to the government. Rafsanjani, commenting on the war in 1985, admitted that “[w]e have been able to use the war to awaken the people and to fight the problems that threaten the revolution.”

In order to maintain its support base under the premiership of the left Islamist, Mir Hossein Mousavi (the current opposition leader) increased state control of Iran’s economy and government rationing was used to feed the poor. He called this ‘Islamic social justice’ and ‘preservation of the revolution’ (echoed in Ahmadinejad’s ‘justice share’ which will be discussed later). Although his policy worried sections of the Bazaar and clergy (Moslem, 2002:120), Mousavi was able to provide economic assistance to the rural and urban poor. At this time the literacy rate grew by 18%, whilst electrification of homes went up by 24%. Clearly, it was not religion alone that ensured a strong hold amongst both the rural and urban poor: the regime’s social programs were decisive factors in cementing popular support in the early years of the Islamic republic. Mousavi followed a five year economic plan, very similar to that of the Soviet Union and its satellite countries, aimed at diversifying the economy and removing Iran from being oil-dependent but this never materialised. 

The regime’s successful mobilisation for war shows similarities to their current nuclear policy: whether to be used for civilian purposes only as they profess
 or more radically by developing an ‘Islamic’ atomic bomb, it may serve to re-establish their fragile state some 30 years after the heady days of the revolution. However, we must not lose sight of the economic realities which are that both the fighting of a ‘Holy War’ and the building and developing of a nuclear reactor are played out in the modern world using modern technology and paid for by hard currency, earned from oil. This has meant the regime has had to import sophisticated technology into Iran.
. The end of the war was due to many reasons: the price of oil fell dramatically from about $30 to $10 a barrel in 1986 and settled at around $18 in 1987.
 In 1979 Iran was exporting around 3 million barrels of oil a day (b/d) and this declined to an average 1.2 million b/d in 1988.
 Saudi Arabia, an important ally of both the West and Iraq, did not need its huge revenues from oil and therefore was able to use oil as a political weapon to flood the market and keep the price at a low level.
 The impact of this oil price fall was a sharp drop in Iran's oil revenues by 59% in the first half of 1986, as compared to the first six months of the previous year. The comparative figures for oil revenues in the same period were a 30% fall in Iraq, 24% in Saudi Arabia and only 8% in Kuwait.
 This external pressure was compounded by combining the USA’s continued support for Iraq
 and the increased number of US fleets in the Persian Gulf. 

The problem for the Islamic Republic was exacerbated by difficulties at home such as the continued crisis in the economy and the difficulty of mobilising troops at the end of the war. This led the regime to alter its policy of expansion and finally accept UN Resolution 598 which implemented a cease-fire on July 18, 1988. Khomeini announced that he had no alternative but to ‘drink the poisoned chalice’. 

Shortly after the war ended, 2,800 ‘prisoners of conscience’ were hanged according to Amnesty International (Abrahamian, 2008: 181). Reacting to this and many other executions, Ayatollah Hossein Montazeri, The Supreme Leader in waiting, resigned and retired from his position. He is now in opposition against the Khamenei / Ahmadinejad alliance but under house arrest, whilst his children and grandchildren were arrested recently by the state security. 
After Khomeini’s death, Ali Khamenei was appointed as the Supreme Leader by the twenty-five man Constitutional Reform Council. As he was not an Ayatollah, the council had to take steps to amend their original idea. With the new constitutional amendments and death of Khomeini, Mousavi and his left wing allies lost their main source of support within the regime.
 His differences with Khamenie and later Rafsanjani, did not help him: in 1988 in a heated debate in Majlis, Mousavi attacked Rafsanjani over the acceptance of western countries’ assistance in building post-war Iran. Whilst Karoubi was the Speaker of Parliament, he oversaw the amendment and approval of the new constitution. Finally the position of Prime Minister was abolished and Mousavi did not appear on the Iranian political scene until the 2008 presidential election. 
Rafsanjani became president in 1989 with 94% of the vote but he did not rule alone; he and the Supreme Leader were now running the state. In an effort to respond to Iran’s internal pressures and to maintain its political domination over the country, the regime began to advocate a reformulation of its economic and political strategy. Rafsanjani, seen as a radical at the time when he called for the export of revolution and cutting Iran’s relations with the West be later he admitted growing rifts among the ruling elites in Iran during his presidency in the late 1980s:  

“We have not been able to clarify for people economic problems as they relate to Islam: we have difference of opinions among ourselves over these issues and we have not arrived at clear ideas for our foreign policy. We have not evolved any new policies regarding social and cultural issues, minorities, and debatable religious matters which differ vastly from the early era of Islam, as we live under new conditions.”
       

While Khamenei in the past denounced Western liberalism, he was in common agreement with Rafsanjani in ending rationing, price controls and balancing the budget, reducing both the level of inflation and the defence budget (Morady, 2005). Attempts were made to expand education, health, electrification, building rural roads and especially boosting the car industries after many years of neglect. The moral and religious arguments over controlling the high population growth rate through birth control, gave way to a more pragmatic approach and, correspondingly, Iran’s population rise dropped from 2.3% to 1.2% from 1989 to 2003. Rafsanjani’s second term in office did not attract the same support as in his first term, evidenced by the fact that 13 million voters (50% of the electorate) did not bother to vote. In 1994 the Majlis rejected Rafsanjani’s choice of finance minister, Mohsen Noorbakhsh.
 Rafsanjani and Khamenei’s marriage of convenience was coming to an end: Rafsanjani wanted a more market-oriented approach with privatisation, foreign investment and changes in labour law; Khamenei and the Guardian Council with the conservative clergy rejected these reforms for fear it may threaten their traditional supporters. By the mid-1990s, Rafsanjani’s government faced huge economic difficulties as unemployment reached 30%, and prices rocketed especially for staples of sugar, meat, butter, and rice. The young especially felt the socio-economic problems of the country, given that over 60% of Iran’s population were less than 25 years old. They grew to resent government restrictions on their civil liberties and freedom of speech. The problem was so severe it resulted in a series of riots in April-May 1992, August 1994 and April 1995 (Bayat, 1994:10). 
Khatami’s candidacy for presidency generated much enthusiasm especially amongst the young in Iran. He won two elections in 1997 and 2001. On the eve of his presidency he promised to improve economic, political and social conditions at home; his view on the world order was to promote a ‘dialogue of civilisations’ instead of a ‘clash of civilisations’. He presented himself as a humble man, with an ordinary life, but with knowledge of the Western world: he had lived in Germany and studied Locke, Hume and Kant. His victory in 1997 was an overwhelming 70% of the vote, on an 80% turnout, although this fell in his second term. 

Khatami made alliances with two factions of the state, the ‘modern right,’ a liberal coalition promoting economic liberalism, and the ‘modern left’.  These two forces joined together to defeat the ‘traditional right’. He also stood in direct opposition to the supremacy of clerical rule and its cultural and social traditionalism. However, he did not have a clear economic policy and was constricted by fear of upsetting the various factions of his allies. He simply tried to appease everyone by having some kind of free market tempered by state control; For example: he believed economic recovery is possible by encouraging domestic capital and attracting foreign investment through a declining role of the state in the economy. He promised commitment to social justice and the equitable distribution of income, larger bank credit and adjustment to exchange rate, more political freedom and transparency and accountability. He hoped to diversify the economy through an increase in investment from the West and to procure Iran’s membership of the World Trade Organisation (WTO). 

Khatami became a symbol of Iran’s reform movements with students, women, and intellectuals both within and outside Iran viewing his presidency as proof that the winds of change were at last stirring up a breeze in Iran. Many observers on the Guardian Council, IRGC and state-run foundations especially conservative clergy including the Supreme Leader, Ali Khamenei, believed that gradual liberalisation and opening up the economy to the outside world would eventually lead to secularisation. They could not challenge him directly as Khatami had huge support, but for fear of reprisals he did not want to take them on. 

The economic situtation became worse as Iran continued to experience a high inflation rate of about 25% and unemployment of about 20%. Similarly, during Khatami’s rule, the unemployment rate among university graduates doubled to more than 22%, whilst female rates of unemployment shot up from 30 to 60%. Mohammad Reza Tabesh, Member of Parliament for Ardakan pointed out that:

“Even if the State invested all of its oil revenues for the next ten years in solving the problems of unemployment, it would still not be able to create jobs for all of today's jobless.”
 

Under his presidency wealthy Iranians continued to benefit as the top 10% of the population received 34% of the national income, whilst the bottom 10% received only 2% (Rakel, 2008:91) As if the economic pressures were not enough for the poor, he continued with Rafsanjani’s policy on cutting subsidies. However, Khatami avoided any argument over the state’s control of the economy and labour laws preferring to keep his working class support and not to upset the foundations and the merchants in the Bazaar. 
Khatami’s project of political openness brought changes in the level of confidence in sections of society, notably trade unions and supporters of women’s rights. As such, it was challenged by the conservative Islamists led by the Supreme Leader, Khamenei. The president did not control the judiciary, which was headed by Mohammed Yazdi, a prominent right wing conservative and ally of Khamenei. So, they acted to arrest reformists including Khatami’s own friend, Hojjat-ul-Islam Mohsen Kadivar, who were brought to trial in special courts. In 1998, several prominent intellectuals, journalist and writers disappeared and were later found dead (Keddie, 2006: 275). 

By the time Khatami ended his period in office he had lost the support of the young workers, students, intellectuals and the unemployed who had hoped he would deliver their basic needs. Many of those who supported him during his elections in 1997 and 2001 had become disillusioned by the failure of his economic, political and social reforms. The US role in the region and inflammatory statements such as President George Bush’s 2002 speech which included Iran in an ‘axis of evil’, did hot help the reformist case and opened the space for their conservative opponents.  
Failure of Reform Movements and Emergence of Ahmadinejad
The July 2005 election took place in the light of the failure of Khatami to deliver on his promised economic and political reforms. It was a time when Iranians experienced continuing unemployment, inflation, lack of adequate political freedom, closing down of newspapers, imprisoning of journalists and student leaders.
 The US pressure on Khatami had resulted in the revival of the Islamist right in Iran. 
Although some very well known candidates such as Rafsanjani were put forward, many candidates were rejected by the Guardian Council including reformist representatives, such as Moein, who was later allowed to run through the personal involvement of Khamenei. While both Western and Iranian observers saw ex-President Rafsanjani as the one who would emerge victorious, many Iranian voters saw him as the one who was behind all their economic difficulties, not to mention great political and social injustices. As a graduate living in a rural area explained when giving his reason for supporting Ahmadinejad: “He has been able to stand firm against Hashemi Rafsanjani, this is the key reason why I voted for him. He has no fear to criticise him!” 

Rafsanjani, Moein and the other reformists drew their support from the modern middle class, intellectuals, students and progressive clergy in theological schools in Qom. Mahmoud Ahmadinejad’s power base lay amongst the conservative clergy in seminaries, traditional middle class and officials of revolutionary institutions such as the IRGC and Basij. Although he did not get directly involved, Khamenei favoured Ahmadinejad; indeed, his own son was openly canvassing for him. Ayatollah Yazdi and Jannati, prominent conservative clergy, also gave their full support and asked their supporters to mobilise their forces to support Ahmadinejad. He also gained the support of segments of the lower classes organised through right wing Islamic organisation, such as Ansar-e Hezbollah. Thus, whilst the reformist factions and candidates such as Rafsanjani, Moein and Karoubi hoped to gain their support from amongst modern Islamic thinkers, middle class and the students, they did not have the institutional support that Ahmadinejad had gained in the last few years during his term as the Mayor of Tehran. The presidential election followed on from the victory of conservatives in the 2003 municipal elections. Therefore the conservative faction around Khamenei chose to promote Ahmadinejad as someone who can protect their interests. 

Ahmadinejad has also cleverly used populist arguments: mixing religious slogans with nationalism and at times Marxist analysis of classes to present himself as the people’s candidate. His arguments were reminiscent of Khomeini on his triumphal return to Iran in 1979. He called for an end to the misuse of oil revenues, hinting at Rafsanjani’s failure to do so, without naming any individuals. In presenting a populist agenda he echoed other radical politicians and leaders such as Morales in Bolivia, Castro in Cuba and Hugo Chàvez in Venezuela. Over half a century since the Mossadeq period, the politics of oil became once more an important weapon to use against his political competitors. He criticised those Iranian leaders who have built fabulous mansions for themselves in the best parts of Tehran while forgetting the daily struggles of the poor in the south of the city. Again without naming names, he attacked Khatami’s economic polices of opening up to the West, suggesting it has only harmed rather than helped Iranian people.
 

His slogans during his first term in office included putting the petroleum income on people's tables i.e promising to redistribute Iran's oil profits amongst the poor. He praised the poor and dispossessed, as they were the ones who had saved the country from foreign invasion, and the ones who hold the right values for preserving the ‘true Islamic revolution’.
 This was again reminiscent of the early days of the 1979 revolution when Khomeini came to power, arguing he would make the electricity and water supplies free and support the poor. 

Careful not to mention specifics regarding Iran’s relations to the international economy, Ahmadinejad used nationalist jargon to respond to the issue of globalisation; he criticised European countries and the USA in the face of economic and social dislocations by pointing to poverty and discrimination that exist worldwide. He appears to favour the state’s control of the economy or more state involvement in general, in a vague manner emphasising ‘The Third Way’, promoting ideas of Iranian independence and self-reliance. 

Just like his predecessors, Ahmadinejad has brutally confonted any strikes, nationalist movements in Kurdistan or Azerbaijan, and attempts for more freedom by women’s movements. In 2005, one year into his presidency, the bus worker’s union organised a successful strike of 17,000 members in Tehran protesting against their poor working conditions; the result was arrest and detention without charge for their leader, Mansour Osanlu.
 As recently as April 2009, Iran's Teachers Union went on strike for better pay despite suffering consequent harassment and imprisonment from the state security forces.

During his first 4 years, Ahmadinejad used his patronage to give reward to his supporters to his supporters with prominent positions of influence. His allies who make up the majority of the cabinet and more than a third of the current parliament wield real business and economic power, including huge oil and chemical industry projects. 

Under Ahmadinejad’s presidency, the IRGC also benefited handsomely from his privitaisation policy and have expanded their reach to the  oil and gas industries (Mather, 2009: 73). It is believed the IRGC now controls 70% of Iran’s state-run Iran economy, ranging from dental and eye clinics to car factories and construction firms. In 2006 alone the IRGC received subsidies of $7 billion to develop gas and oil fields and to refurbish the metro in Tehran.
  

Ahmadinejad’s rhetoric is to support the poor by introducing a ‘justice share’ of stock in privatised state companies for the needy, but in reality it is difficult to assess who actually owns these shares. His move to transfer shares from state-owned companies to the poor seems more like a boost to the cooperative sector whose management could be appointed by the state. It is also unclear how and when anyone who has bought any shares could actually sell them. Despite the privatisation attempt, the state’s role is paramount in Iran’s political economy. The key actor in the political economy thus continues to be the oil industry, which has given major economic and political power to the alliance of Khamenei, Ahmadinejad and the IRGC.    
State, Oil and June Election: Faction Fights to Control the Prize Asset? 

Oil has been vital in Iran’s political economy since its discovery in 1908, from Mossadeq’s nationalisation of oil in the 1950s, the anti-imperialist struggle against Britain and the USA, to the Iranian revolution of 1979, and now the factional fights amongst the ruling elites. The control over Iran’s oil industry remains important for the competing individuals and organisations within the state. Political slogans during the revolution in 1979 were oil related as Khomeini attacked imperialism, defended nationalism and Islam but crucially criticised the Shah for squandering Iran’s resources and allowing the Western countries to take it away in return for very little:

“Our oil is being plundered; and our country is being turned into a market for expensive unnecessary goods. (...) A number of foreign states carry off our oil (...) and the negligible sum they pay to the regime they have installed returns to their pockets (...) [and] God only knows what it is spent on.” (Khomeine, 1981:115)
So, thirty years later, similar phrases are still used, but this time by Ahmadinejad as he now wants to remove his rivals, Rafsanjani, Khatami, Karoubi and Mousavi:  

“I will cut the hands off the mafias of powers and factions who have a grasp on our oil, I stake my life on this. People must see their share of oil money in their daily lives.”

Since first becoming President, Ahmadinejad declared that his government would be “putting the oil income on people’s tables.”
 The practicality of this policy remains to be seen, but more than four years on, it has not yet happened. Oil accounts for 80% of the country's foreign exchange receipts, while oil and gas together make up about 70% of government revenue as a whole.
 In the last 5 years, Iran’s oil income varied between $50-$100 billion per year. The oil revenue has continued to help the state and its institutions by providing great economic and political power, reducing its dependence on other internal sources of revenues and subsequently on the support of internal social classes. However, continued political support for Khamenei and Ahmadinejad from the IRGC and different foundations is vital and the economics of oil is one flow that maintains these relationships.  

Oil provides large spending power for institutions such as the IRGC, the state’s foundations, and religious organisations, it provide finance for over 100 foundations or Bonyads, who are given tax-exemptions and government subsidies. They receive special access to credit, foreign exchange, and are regularly protected by the state from private sector competition. They have a huge role in trade and there are claims that the Bonyads account for 33%-40% of Iran’s total GDP, and employ nearly 5 million people in the country. These figures can only be estimated though, because the foundations never publish accounts and report only to the Supreme Leader, Khamenei, who personally appoints their heads. These foundations are linked with the Bazaar merchants, who make their money in import-export trade, through the so-called Islamic Coalition Council led by Habibollah Asgar-Oladi, a business partner of the Supreme Leader. Furthermore, the arms trade, worth some $4.5bn a year, is almost controlled by the ‘Office of the Leader’ in that it distributes contracts to those whom it is closest to, in this case, the IRGC. It thus appears that the Supreme Leader gains both religious legitimacy from important clerics in Qom, and of course the support of his clients in these organisations, which themselves are supported by oil money. Bonyads and their business partners in return represent a political constituency, able to build support for the Supreme Leader and Ahmadinejad amongst the poor and lower classes.
 

These groups have a common interest to support the state and will continue to give allegiance to Khamenei as long as their own benefits are protected. Therefore, oil income gives the state enough power to be independent from civil society as it does not need to rely on high levels of public taxation. The army which is a major supporter of the rentier state (Morady: 1994 & 2005) is singled out for special attention: with the huge oil income at its disposal, the state is able to increase its spending on arms to combat both internal political opposition and any external challenge which may arise. Inflated salaries and social positions are given to individuals including the influential religious schools, in order to become part of a support base for the state. The expenditure on arms and regional security is directly linked to the geo-politics of the region, expressing its desire to have hegemony within a limited area. 

It is not clear what percentage of oil income goes directly to these organisations as the figures are not publicised. As a senior staff in the Finance Ministry stated: 

“Some of the documents related to this matter, the actual income from oil, its spending, to which organisations it goes, [are] never published [nor] allowed to be taken out in whatever form. Those who release any information will be treated legally!”
 

In a sense, the Supreme Leader, with the help of oil income, acts as a patron and his supporters, generals in the army, and MPs act as his clients (Randall, 1998). Khamenei, the IRGC and Bonyads aim to monopolise power now. What emerges clearly from this analysis is that the Patron’s closest clients have managed to take over all the political institutions of the state including the parliamentary and presidential roles. However, this has not been achieved without dispute or conflict, and these divisions became sharper and are expressed through ideological shifts due to the economic, political and social constraints that any ruling elite faces; for example: the Parliament conducted an investigation into oil ‘baksheesh’ deals that concerned dozens of foreign personalities. Bizhan Namdar-Zangeneh, the Oil Minister in 2005, was asked to resign. He refused, arguing that the favours had been distributed on orders from The Supreme Leader. 

In the 1980’s when Mir Hossein Mousavi was Prime Minister, he emphasised that he would use oil revenues to develop Iran’s economy, and to ensure its dependency on oil was reduced. His programme, over 20 years later when he ran for President, remains pretty similar to state capitalism.
 Contrary to the view that he has a pro-market strategy, he in fact continues the same line as before. His alliance with other reformists such as Rafsanjani is in order to challenge the Khamenei/Ahmadinejad bloc.

Ahmadinejad in comparison has moved more to the right when it comes to economic policies, and has attempted to privatise state industries and to make them efficient in a similar fashion to Eastern European countries. However, he wants to siphon the oil income to be shifted to his allies, such as the IRGC. Therefore, it was not surprising that before the election, Khamenei, the IRGC, the Basij, and members of the Guardian Council were right behind Ahmadinejad. Sobhesadegh, a weekly magazine, produced by the IRGC, indicated without directly naming names that they supported the status quo. Significantly, they went as far as pointing out, before the election, ‘that they will destroy anyone who attempts to bring a velvet revolution;’
 a clear warning that they will not tolerate the reform movements.  Khamenei is now attempting to exercise full control over major economic resources and political power; he wants to eradicate his competitors such as Rafsanjani, Khatami and Mousavi. This process began twenty years ago and he thinks it is coming to fruition now. 

While corruption is widely understood as the use of public power in order for those on a public body to achieve their own goals, in this case it is Iran’s oil revenues that serve as public goods, and are used in the name of religious leaders or even in the name of ‘revolution’ whereby those who hold the highest office inside Iran decide who should get what share of the cake. The oil revenue has had a tremendous impact on the state, supporting major state-owned companies: the top 500 state-owned companies account for 76% of the national budget and two-thirds of Iran’s GDP. Khamenei, Ahmadinejad, the IRGC, and Basij and their security apparatus aim to benefit from it to reconstruct Iranian capitalism. The Islamist right and their supporters could well become the new industrialists becoming even more involved in the economy. 
This is certainly the case with Ahmadinejad continuously promoting his colleagues from the IRGC, Basij and security services to top positions in the state. The IRGC have greater political role and posts, and easier access to the oil income, which Rafsanjani, one of the founders of the organisation, never offered them. In fact, the IRGC is now challenging business tycoons such as Rafsanjani and his allies; therefore, it is not an accident when Ahmadinejad attacks Rafsanjani and his family, but rather a planned and calculated strategy, albeit in the name of the poor. 

Concluding Remarks

The 2009 hast state anointing of Ahmadinejad was an attempt to end the political engagement by both the ruling elite and on the part of those protestors on the streets of Iran before reaching the second round.
 The opposition led by Mousavi and Karoubi are still trying to stop the Islamists conservative led by Khamenie to monopolise the economic and political power but so far this has failed. Rafsanjani has supported Mousavi and Rezaie, though he does not agree with their policies and they have different social bases: Rezaie was commander of the IRGC during the war and has some support there whilst Mousavi has support from the working and middle class. 
As the struggle gathered momentum it brought in wider social forces, the working class who although not involved in strike action have, however, participated in the demonstrations. The street debates and protests revealed Ahmadinejad’s populism as fake and his support started to decline especially among the young Iranian population who are facing economic difficulties: 1 million a year join a workforce with no guarantee of a job: a graduate student may be lucky to get a job 3 years after graduating; unemployment among the youth has increased from 15% to nearly 25% in the last 20 years.
 Inability to find work, the huge cost of rent (often more then half a worker’s wages), has forced many young adults to delay marriage and as a result the amount of unmarried men and women between the ages of 25 and 29 have risen more than twice in the last 20 years. Coupled with the social and religious restrictions on having relationships outside marriage this has added to young people’s sense of alienation and frustration.
 
The reformists have not always been in control or always leading the protests as Karoubi himself admitted recently. The reform movement is simply a reflection of the anger felt by young and ordinary Iranians against continual promises and failure to deliver from both the Islamist right and the Islamist reformists. Whatever their aim at the present time, whether to establish a secular-democratic state, or something else this will be articulated through struggle, coming from below, as it did in 1979 and which then succeeded in forcing revolutionary change. 

The pressure from below has now put pressure on the Islamist conservatives as the power blocks within them have started to shift. For example, Khamenie’s appointment of Sadegh Larijani as head of the judiciary was intended to ensure that the power of Ahmadinejad is checked and controlled. Sadegh Larijani and his brother Ali Larijani, Speaker of Parliament, are not in total agreement with Ahmadinejad. Both brothers were critical of Iran's reformist movement but they have major differences with the hard-line principalist headed by President Ahmadinejad too.
 In fact after Sadegh Larijani’s appointment, Gholamhossein Mohseni-Ejei, the intelligence minister who had been sacked by Ahmadinejad, was given a new post as the Islamic Republic's top prosecutor. He had been fired because of his disagreement over Ahmadinejad’s choice of vice president, Esfandiar Rahim Mashaie. He has commented to journalists that Iran was friends with everyone, even the people of Israel! Ahmadinejad then to removed him on Khamenei’s orders. Such tensions amongst the Principlists with will be intensified as resistance grows on the streets.   
Whatever the outcome of this movement it has already politicised a large section of the Iranian population; they have began to question the whole system of the Islamic Republic, not just Ahmadinejad as leader and the content of slogans are beginning to be directed against  the Supreme Leader, something unthinkable even three months ago. The Supreme Leader has lost its traditionally accepted role in Iran as a judge or neutral individual. The onslaught by Khamenie and Ahmadinejad, arresting protesters: ordinary people, students, intellectuals and shutting down the remaining opposition newspapers, Etamade Meli and their recent show trial has not ended the political crisis. The pressure has even made an independent senior cleric question the religious legitimacy of Khamenei. 
 

Four months after the June election and with every way of protesting declared illegal, the Iranian opposition have become creative in expressing their unhappiness. Quds Day, the annual demonstration organised by the state on the last Friday of Ramadan ever since the 1979 revolution as a show of support with the Palestinians, was cleverly used by opposition forces to demonstrate their discontent with the regime. A few days before the demonstration IRGC and security forces warned they would arrest anybody who shouts slogans, wears a green arm band or scarf in the demonstration but thousands of protesters have taken to the streets of Tehran and major cities in Iran, with slogans such as: Ahmadinejad’s resignation, independence, freedom and Iranian Republic (no to Islamic Republic!).
 The protesters have even used football matches to express themselves: the live television coverage of a football match was blacked-out because sections of the crowd were chanting anti-government slogans and waving green emblems in support of the country's political opposition. The match was eventually shown nearly an hour later but without sound and with close-up shots focusing only on the pitch but cutting out the 70,000 spectators.
Islamist conservatives in the form of Principlists are now in a quandary: to retreat will encourage more protests; to arrest Karoubi, Rafsanjani or Khatami could lead to a further loss of legitimacy. If they do this, the state and especially Khomeini may simply lose its legitimacy on religion and become a military state. Under such conditions Iran can move towards more radicalization not of the regime but of the opposition forces.  Similarly the threat of intervention by the USA and its allies can only strengthen the Conservative Islamist regime and would be used to avert their political crisis. 
The inability of different factions to deliver basic economic, political and social needs for ordinary people since the revolution has created a huge split in the Iranian ruling elites over both national and international policy. This has created an opening for a movement from below to emerge. Rafsanjani, Mousavi or Karoubi are attempting to use the protest movement for their own purposes but have been pushed to take more radical positions because of street protests which has caused more splits. 
Despite what the conservative Islamists may hope, the democratic social movement will not fade away, rather, it will simply move onto a new level. The cracks within the regime are now of a greater degree than ever in the last 30 years. Whether Karoubi or Mousavi will lead this movement or not, people in struggle will identify their own leader: after all, Ayatollah Khomeini was totally unknown to the majority of Iranians before the revolution of 1979. There will be more shifts and changes within the two sides and even within Ahmadinejad’s own faction as the impact of the economic crisis deepens. For now, the reform movement’s demands are limited but this does not mean it will remain the same once protest galvanises, consolidates itself and widens its appeal to workers who may turn into revolutionaries. 
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