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The Conflict with the United States on Sanctions
and thelnternal Political Tension in Iran

Sima Shine

An escalating conflict between Iran and the Uni&dtes concerning Iranian allegations
that the United States is not fulfilling its commgnts under the nuclear agreement has
made headlines in recent weeks. The governor oCtrdral Bank of Iran, who visited
the United States in April to attend the annualrgpmeeting of the World Bank Group
and the International Monetary Fund, claimed tlsataa as Iran was concerned, “almost
nothing” had happened in the economic sphere inttee months since implementation
of the agreement began. This sharp statement whsvéa two days later by the
publication of the first quarter report by the lilan Foreign Ministry on implementation
of the agreement. In the context of the implicationlifting the sanctions for the Iranian
economy, the report explicitly stated that at thiage, Iran has found it difficult to
translate the removal of sanctions into a significanprovement in its economic
performance. The report ascribed direct respoiitgithd the United States for not acting
in good faith, although responsibility was alsaihttted to the deep structural problems
in the Iranian economy; without significant reforrthe desired economic change
expected by the public in Iran in exchange forritbhelear agreement cannot be achieved.

The report mentions a number of external factorgesponsible for the situation. It
emphasizes that the sanctions lifted by the Un8&des are linked only to the nuclear
issue, while many sanctions imposed on Iran foretigpment of surface-to-surface
missiles, support for terrorism, and human rightdations remain in place. Banking
regulations that were adopted in recent years gsopshe US campaign against money
laundering and transferring money of terrorist oigations, without any direct
connection to Iran, complicate the situation fohia. Iran, which was cut off from the
international banking system by the sanctions,uisently not ready for changes that
require legislation and regulatory adjustments, entherefore experiencing difficulty
banking in the international theater. The Unite@t& has also not withdrawn its
sanctions banning Iranian trading in dollars, dmel Wnited States is directly accused in
the report of creating an anti-Iranian atmosphé@nme.this subject, Supreme Leader Ali
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Khamenei explicitly stated, “On paper they say tloa¢ign banks can do business with
Iran, but in practice, they are fomenting IranoghdbAs he sees it, this American policy
reinforces his assessment in principle that theddnStates is still the enemy and cannot
be trusted. He therefore holds that Iran shoulcligvan “economy of resistance,” and
demands that the Rouhani government implemenittosomy and continue to develop
Iran’s military power. He therefore supports con#tion of missile testing, and publicly
opposes Rafsanjani’'s saying that “tomorrow's woitd the world of dialogue,
not missiles.”

At the same time, the report — and with much coairagoints to internal Iranian issues
responsible for the unsteady state of the econmugh as corruption, the lack of
transparency, and burdensome laws for foreign tovesAbove all, the report stresses
the need to create an atmosphere of trust andiadsssclimate comfortable for foreign
investors as elements that must be addressed én taréchieve significant improvement
in the economy.

The difficulties in implementing economic relieflifawing the lifting of sanctions
quickly became material for political challengescamy the opponents of the nuclear
agreement and the political opponents of Presidésdsan Rouhani. They see the
difficulties as an opportunity to prove that theitdd States did not genuinely intend to
allow Iran to benefit from the agreement, and thaty concession of important
capabilities in the nuclear program was a fundaalesiror. The controversy was also
reflected in the election propaganda used by tleerhain camps in Iranian politics for
the second round of the parliamentary election$ tbek place on April 29, 2016.
According to the final results, the Rouhani cantmuigh strengthened, did not win an
absolute majority, and it will need support fronde@pendent Majlis members in order to
make progress on their socioeconomic agenda.

With the tension caused by the Iranian claims agjathe United States in the
background, the sanctions issue was raised ifirdsteneeting of the joint Iranian-P5+1
committee in Vienna on April 25, 2016. At the magtiit was decided to establish a task
force to discuss Iran’s complaints about implemimtaof the agreement, and for its
part, the United States undertook to take no actahwart the development of business
between the various international parties and laad,to make this clear once again to all
the relevant parties.

Even if the current crisis is solved, however, tjugstion is not expected to disappear
from the Iranian or American political arenas. tan, the Rouhani camp needs tangible
economic achievements to strengthen the Presidstaisding ahead of next year’s
presidential elections. Rouhani and his governntieeitefore attach great importance to
creation of the conditions to promote foreign irtwgants, while increasing oil exports
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and the ability to move funds in the global aréffzese intentions clash with the desire of
extremist conservative factions to prevent masgesetration of Iran by foreign entities,

preserve economic assets and positions of powennadated during the years of

sanctions, and in particular, prevent the Rouhamgfrom consolidating its power. For

its part, the US government has a clear interestrengthening the Rouhani camp and
safeguarding the stability of the nuclear agreermf@nmany years. At the same time, the
effort in the Republican-led Congress to promotgslation aimed against Iran — mostly

in non-nuclear matters — has continued. Presidéain@ has made it clear that he will
veto any legislation he believes capable of hawngegative impact on the nuclear
agreement, but the Iranians fear that the next t¢Sigient and the Congressional make-
up in the coming years will not be favorable tonthe

Joining the tense atmosphere between Tehran antdiNgésn on implementation of the
US obligations in the nuclear agreement was a USedne Court ruling that Iran was
responsible for the killing of 241 US Marines inii¢ in October 1983 and other acts of
terrorism, including an attack on the living questef US army personnel in the Khobar
Towers in Saudi Arabia in 1996. The Court authatiee use of $2 billion of money
belonging to the Central Bank of Iran that had b&ezen as compensation for the
parties making the claim. The ruling, which was aggd by all the political camps in
Iran, was a golden opportunity for Rouhani’'s oppusgled by his predecessor, former
President Mahmoud Ahmadinejad, to allege that Rieigaolicy of compromise on the
nuclear issue encouraged the Supreme Court deciB@ntheir part, Rouhani and his
supporters quickly blamed Ahmadinejad for investiranian money in dollars, despite
warnings against this practice. In any case, theidn administration threatened a lawsuit
against the US in the International Court of JesiicThe Hague. These developments do
not improve the atmosphere between Iran and theéetrfstates, and reinforce anti-
American sentiments among many factions in theeexist conservative wing in Iran,
headed by Khamenei, who again emphasized thatiéWlea United States continues to
impose sanctions against Iran for the next hundredrs, Iran’'s development and
progress would not be affected.

Thus while both Tehran and Washington have a stiotegest in solving the disputes
between them and ensuring proper implementatidgheofiuclear agreement, internal and
structural difficulties do not enable a rapid aaddible economic improvement in Iran.
The factions opposed to Rouhani’s policy will coog to exploit their power in the
ruling bodies, where they have the upper hand: thdlyattack and prevent him from
advancing social and economic reforms in line vathideas, while judicial and political
independence in the United States will continuealiow parties wishing to place
obstacles in the way of bilateral relations to @o She result of this complex set of
factors is that the disputes between Iran and thieetd States fuel the internal political
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conflict in Iran, which in turn feeds the sourcdstloe dispute between Iran and the
United States.

Israel has mixed interests in this context. Ondhe hand, it is important for Israel that
Iran fulfill its obligations in the coming years der the provisions of the agreement. On
the other hand, Israel has an interest in influgpdhe international system to pressure
Iran to change its regional policy, with an emphlasi the issues relevant to its national
security. Yet in any event, it is important fordst to avoid giving the impression that it
is encouraging the Republicans to promote an aatiidn agenda that is liable to cause
the agreement to collapse.
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