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The obscure we see eventually. The completely obvious, it seems, takes longer.
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Author’s Note

THIS BOOK IS THE PRODUCT OF HUNDREDS OF INTERVIEWS AND research that took place on and off over a period of more than thirty-three years. However, it would not exist in its present form without the landmark work of Bob Parry, whom I came to regard as a friend and colleague until his death in 2018. Bob did more than any other journalist to make sure the October Surprise was not lost to history, and his widow, Diane Duston, was enormously generous in providing me access to Bob’s archives, which are such an important part of this book.




Prologue

SOME YEARS AGO, A NEW ACQUAINTANCE ASKED ME HOW IT was that I had been consumed by the October Surprise for such a long time. He was referring to a story that, for years, I’d been unable to get out of my head about a covert operation in which the Reagan-Bush campaign made a secret deal with Iran that sabotaged the 1980 presidential election. It was a great story involving spies, coverups, and an act of treason that took place at the highest levels of government. It had also never been proven—at least not in the minds of most Americans.

As a journalist, one tends to move from one story on to the next. But this was different. I had started investigating it in 1991, and to be honest, I had been on and off it ever since. It became the background noise to my life as a journalist—something between a hobby and a part-time obsession.

I’ve long thought that much of what we see on the news is merely spectacle and theater, and that we rarely get a glimpse of the unseen ways in which power really works. Behind the curtain. In that regard, the October Surprise was a master class. There were double agents, betrayals, covert operations, cutouts, illegal arms deals, and mysterious deaths. A hall of mirrors designed to obscure the truth, it was a case study in how to hijack American foreign policy, steal the presidency, and get away with it.

All with no fingerprints.

The specific allegations dated back to the 1980 presidential election between the Republican ticket of Ronald Reagan and George H. W. Bush versus Jimmy Carter and Walter Mondale. At the time, Iran held fifty-two American hostages who had been incarcerated at the American embassy in Tehran during Iran’s Islamic Revolution. The fate of those hostages became a national obsession and arguably the most important issue of the 1980 election, a crisis unfolding in real time, the resolution of which would determine who held the most powerful office in the world.

The accusations were jaw-dropping. As the 1980 presidential campaign neared the end, Republican operatives did something extraordinary to make sure the hostage crisis played out in their favor: they made a secret deal to send weapons worth millions of dollars to Iran. At the time, of course, the Republicans were not even in power, so they had no governmental or legal authority to make any agreement whatsoever with Iran. Even if they’d had that right, the Carter administration had imposed an arms embargo against Iran as a terrorist state, making the deal illegal on multiple grounds. But even worse than the illegal arms deal itself was that, in return for these weapons, the Republicans had supposedly demanded a quid pro quo from the mullahs of Iran. They would get the arms to Iran, but in return the Americans would remain in Iranian custody even longer. That’s right. The Republicans were bribing Iran to prolong the captivity of the hostages.

If the hostages were released before the election, the thinking went, the ensuing patriotic fervor would give President Jimmy Carter such a big bounce in the polls that he would beat Reagan. But if the hostages were still incarcerated, voters would see Carter as a weak and impotent president who allowed America to be humiliated. As a result, Reagan-Bush campaign manager William Casey engineered a secret deal whereby Iran agreed to release the hostages, but only after the November elections had taken place.

When I first read about the accusation, the alleged crime was so over the top, it was literally unimaginable. Who could possibly believe that the Republicans—historically, the tough guys in American foreign policy, in the Cold War, in Vietnam, and now, rhetorically at least, in Iran—would secretly arm the Islamic fundamentalists chanting “Death to America!” in return for Khomeini’s people prolonging the incarceration of fifty-two Americans?

If these charges were true, the entire Reagan-Bush era—indeed, modern conservatism in the United States—had been born out of a treasonous covert operation.

That was the October Surprise.

I first wrote about it in 1991, for Esquire, when it was being talked about all over the country. At the time, President George H. W. Bush, who was preparing to run for reelection, had sky-high approval ratings that made a second term look inevitable. But as Reagan’s vice presidential candidate in 1980, Bush’s name was front and center in the scandal, and the political implications were explosive. Dozens of investigative reporters at ABC News, PBS’s Frontline, the New York Times, Newsweek, and more jumped on the story. And why not? An incumbent president who was up for reelection was tied up in a treasonous spy scandal. It was the kind of story on which a journalist could make his or her career. It wasn’t just that the presidency hung in the balance. The basic premise of the story called into question the legitimacy of the entire Reagan era.

But then, suddenly, the whole story was discredited. Not just once, but repeatedly. About six months after I started investigating it, Newsweek ran three major stories saying the October Surprise never happened. Maybe you need to be a journalist to appreciate how bizarre and unusual that is. This was a period during which magazines like Time and Newsweek were still powerful forces shaping the national conversation. Normally, they reported what did happen. That’s what news is. But when nothing happened, when events didn’t take place—that’s not news.

That was just the start, though. The New Republic, the Washington Post, and other organs of the mainstream press suddenly piled on as well, switching from intrepid journalists to a skeptical chorus. All the sources were con men and criminals—or so critics said. How could anyone have fallen for these sleazy arms dealers? Anyone who interviewed them—me, for example—was a gullible dupe. A conspiratorialist.

I had never seen anything like it. I had done my reporting. I knew there was something there. But suddenly the hottest story in the country, one with true historic significance, had been downgraded to a wacky conspiracy theory dreamt up by the tinfoil-hat brigade. Two congressional investigations fizzled. The whole subject was whitewashed. The October Surprise had been reported, and then it was unreported. It was news, and then it was fake news. Government officials who pursued it were ostracized as conspiracy nuts. Reporters who were on the story—like me—were discredited or marginalized. I was sued for $10 million. Long time friends and editors alike stopped returning our calls. We were toxic. I was toxic.

Following Bush’s loss to Bill Clinton in the 1992 election, the story was mostly forgotten. Relegated to the dustbin of history. And for most Americans, the October Surprise of 1980—if they even heard about it—never happened.

Yet for decades—thirty-three years, at this writing—I kept trying to get to the bottom of it. To be clear, I did many other things over the years. I was an editor and writer for New York magazine. I covered national security for Vanity Fair for fifteen years. I contributed to Esquire, The New Republic, The New Yorker, the Washington Post, the New York Times, and other publications. I wrote seven books. But I kept coming back to the October Surprise.

So, when my new friend asked what kind of person would spend decades on the October Surprise, I had to pause for a moment. The answer was that I wouldn’t let go because I had a front-row seat at a significant event in American history, and I could not unsee the hidden mechanisms of power that were really orchestrating these events. A vitally important chapter in contemporary American history had been erased and discredited at the time in which it was still politically relevant and actionable. And for the most part, America bought the lies. In fact, almost entirely.

So over the years, I went back to it again and again, a scab that had never healed. In 1992, I went to Israel to interview high-level Israeli intelligence operatives whose agents had secretly facilitated arms shipments to Iran. In 1998, I went to St. Charles, Michigan, population 1,981, where a former congressman gave me reams of documents. In 2014, I finally got a visa that allowed me to travel to Iran where I interviewed the founder of the Revolutionary Guard and chief arms procurement officer during the Revolution. In 2016, when I was in Paris, I made a side trip to Versailles to interview former Iranian president Abolhassan Bani-Sadr, and later, his aides.

After all these years, this is not a mystery to solve—at least not in a traditional sense. Rather it is an attempt to square the circle between something that is both obvious and shrouded, self-evident and lost in the shadows. It is like trying to understand how a master illusionist works.

Indeed, mere minutes into his presidency, Reagan announced the release of the hostages almost as if it were a magic trick or one of the most fantastical coincidences in modern politics. He had no authority to negotiate with Iran before he took the oath of office, and Iran would not have released the hostages without some communication with team Reagan. But they did release the hostages. And yet despite the self-evident nature of that anomaly, Americans still responded like an audience of young children who had been bewitched and bewildered by a magician’s sleight of hand, and reflexively rejected a conspiracy that took place in full view of the general public. In plain sight. As the Onion later wrote in its end-of-the-century book lampooning the great events of the twentieth century, “Hostages Released; Reagan Urges American People Not to Put Two and Two Together.”

Throughout the 1990s, 2000s, and the 2010s, I was not the only reporter quietly chasing the October Surprise. Investigative reporter Robert Parry tracked down the facts, punctured numerous phony alibis, and got it right again and again. He published books, newspaper articles, and online pieces, but somehow the fruits of his labor never really became deeply rooted as part of America’s shared past. Parry died in 2018, leaving me as one of the last journalists working on the three-decade-old story.

But if we are to survive as a democracy, it’s vital to understand what happened all those years ago. Even if we don’t like this part of our past—rather, especially if we don’t like it—we must come to terms with it, acknowledge it, and understand how and why it happened.

So I’ve undertaken the task of telling what happened, how, and why—a spy story from real life that played an enormous role in contemporary American history. It’s the story of how master spy William Casey and his associates put together a secret network of arms dealers, corrupt bankers, and rogue intelligence operatives for a covert operation that sabotaged the presidential election, how it was kept a secret for so long even when the facts were staring us in the face, how journalists at Newsweek, The New Republic, and other publications, unwittingly or otherwise, in effect disseminated disinformation to cover up the October Surprise, and finally, how, like a master illusionist employing a vast arsenal of trickery and deception, Casey was able to execute a magnificently successful sleight of hand that fooled the entire country.

To understand what really happened, let’s go back to 1980.




Part I

Crimes and Coverups




Chapter One

Blood in the Water

NO MATTER WHO YOU TALKED TO IN PRESIDENT JIMMY Carter’s administration, April 24, 1980, was one of the worst days in history. “The President looked as if someone had stabbed him,” National Security Adviser Zbigniew Brzezinski wrote soon after. “Pain was evident all over his face.”1

When Chief of Staff Hamilton Jordan heard the horrifying news, he “ducked into the President’s private bathroom and vomited [his] guts out.”2 As a member of Carter’s Georgia retinue, Jordan had a reputation as a high-spirited good ole boy from the South, but, like it or not, he was getting an immersive education in the ugliest part of politics.

Earlier that day, eight Sikorsky RH-53D Sea Stallion helicopters had taken off from the aircraft carrier Nimitz in the Gulf of Oman in the Persian Gulf. They had begun a journey of nearly six hundred nautical miles at night and in unfamiliar territory to a refueling site code-named Desert One, in an Iranian desert.3 Their mission was to rescue fifty-two Americans who had been taken hostage by militant protesters in Tehran on November 4, 1979, amid Iran’s Islamic Revolution.

The fate of the hostages had galvanized the entire country. Even as America was beset by double-digit inflation, resolving the hostage crisis instantly became the most decisive issue in the upcoming presidential election. A source of immense political opportunity and peril for the Carter White House, the rescue attempt felt dangerously close to a mission of last resort after months of failed diplomatic efforts to free the hostages.

The Iranian Revolution had started more than a year earlier, in 1978. At that time Iran’s leader, Mohammed Reza Pahlavi, the Shah, had extremely close ties to the United States, but he had also ruled the country through brutality, incarcerating as many as 300,000 political prisoners, killing as many as 100,000,4 and eventually provoking millions of Iranians—from secular leftists to Islamic fundamentalists—to protest his repressive regime. On September 2, 1978, the National Intelligence Estimate—the US intelligence community’s most authoritative written assessment of national security issues—painted a gloomy appraisal of the growing conflict, reporting that the Shah’s regime might not survive the next several months without major concessions.5 That assessment, however, was an anomaly among many more reports that were overly optimistic, asserting that the Shah’s regime was “an island of stability,” as Carter6 had put it in late 1977, or that a new regime, once it took power, could come to terms with Washington, or that it would collapse, and, one way or another, things would go back to normal.

Throughout 1978, as one popular uprising after another took place against him, the Shah responded by imposing martial law, leading his forces to kill hundreds of Iranian protesters when they marched in the streets.7 When President Carter urged the Shah to liberalize his policies, the Shah merely paid him lip service.8 Without meaningful change, the protests continued to grow.

On January 1 and 2, 1979, about two hundred protesters against the Shah were killed in demonstrations. Carter refused to support more repressive measures needed to keep the Shah in power. Finally, on January 16, the Shah left Iran for Aswan, Egypt. Officially, he was just going on vacation, he claimed, but that fooled no one. At the same time, other members of his family—three of his children and his mother-in-law—were flying via an Iranian Air Force jet to Texas.9 This was his endgame: permanent exile. In Tehran, hundreds of thousands of people celebrated his departure, cheering in the streets.10

On February 1, Ayatollah Ruhollah Khomeini, a charismatic anti-Shah cleric, returned from exile to be greeted by millions of people in the streets of Tehran. He quickly began to form a new revolutionary Islamic state. As opposing factions jostled for power in a new provisional government, protestors of all stripes called for the Shah to return to Iran and face trial for his crimes. But the Shah sought refuge in the United States.

That, however, was the last thing the Carter administration wanted. As he tried to forge ties to whatever new government rose out of the ashes in Tehran, Carter, a strong advocate for human rights, sought as much distance as possible between America and the Shah’s brutal repression. For decades under the Shah, the regime’s violent security forces known as SAVAK—forces that had been formed and trained by the CIA—had tortured Shia clerics to death. They had used electric cattle prods. Acid was dripped into nostrils. There were fingernail extractions. Prisoners were raped and urinated upon.11 Novelists, professors, directors, and more were jailed for criticizing the regime. SAVAK’s cruelty was legendary, and in this precarious moment, Iranians had not forgotten that SAVAK was a CIA creation.

Given his aversion to the Shah’s brutality, not to mention his fear of further alienating the Iranian people, Carter had been loath to offer the Shah safe haven in the United States. To Carter, the Shah was a liability, and his presence in America could irrevocably alienate the new regime. The US embassy in Tehran was already a potent symbol to anti-Shah protesters. After all, the embassy was the notorious spy nest—referred to as the “Den of Spies” by Iranians—where the 1953 US-backed Iranian coup had been hatched, bringing the Shah to power. In the early days of the Islamic Revolution, the embassy was overrun three times by protesters.12 The Carter administration knew the risks of admitting the Shah.

But the Shah’s longtime backers in the State Department and the CIA pressed the matter repeatedly with the president. In addition to his close relationship with current and former members of the foreign policy establishment, the Shah had made a longtime practice of writing large checks to American powerbrokers who helped secure Iran’s fate.13 Among the most notable beneficiaries was Chase Bank and its CEO, David Rockefeller. Chase had profited mightily from joint ventures with the Iranian state bank and from advising Iran’s national oil company. In 1979 alone, the bank had syndicated more than $1.7 billion in loans for Iranian public projects ($7.7 billion in 2024 dollars).14 According to Mark Hulbert’s Interlock, another frequent recipient of the Shah’s lavish gifts was Henry Kissinger, who, in addition to having forged ties with the Shah as secretary of state, was chairman of Chase Manhattan Bank’s International Advisory Committee.15

With Iran in flux, billions of dollars were at stake for Chase,16 and from the moment the Shah fled Iran on January 16, 1979, a group led by Rockefeller and Kissinger began aggressively lobbying Jimmy Carter to admit the Shah to the United States, an effort that became known as Project Alpha. Unknown at the time, this story was not fully told until it was reported forty years later in a 2019 New York Times article by David Kirkpatrick.17 Sometimes referred to as the Rockefeller Group, the team included a mix of political bluebloods, former CIA agents, and financial luminaries—among them cousins Archibald Roosevelt Jr. and Kermit Roosevelt Jr., grandsons of Theodore Roosevelt who were both key figures in the 1953 Iranian coup. These men were titans of the Eastern Establishment, global powerbrokers who had remade the world after the Second World War. Carter was a peanut farmer from Plains, Georgia. They came from different worlds.

Initially, Carter rebuffed their attempts to admit the Shah and tried to get both Kissinger and David Rockefeller to dissuade the Shah from coming to the United States. Both men “refused with some indignation,” as Kissinger put it,18 and instead, Project Alpha went on the offensive. Kissinger accused Carter of forcing America’s loyal ally to search all over the world for a refuge “like a flying Dutchman looking for a port of call.”19 On April 7, 1979, he called Zbigniew Brzezinski and criticized the administration “in rather sharp terms” for its refusal to admit the Shah.20 Then, with Brzezinski’s encouragement, Kissinger called President Carter and let him have it. Two days later, David Rockefeller visited the White House and did the same.

“We can’t get away from Iran,” First Lady Rosalynn Carter noted in her diary.21 “Many people—Kissinger, David Rockefeller, Howard Baker, John McCloy, Gerald Ford—all are after Jimmy to bring the shah to the United States, but Jimmy says it’s been so long, and anti-American and anti-shah sentiments have escalated so that he doesn’t want to. Jimmy said he explained to all of them that the Iranians might kidnap our Americans who are still there.” Acutely aware that admitting the Shah posed a grave danger to Americans at the embassy in Tehran, Carter was exasperated. “Fuck the Shah,” he said.22 “I’m not going to welcome him here when he has other places to go where he’ll be safe.”

But then the Shah, who had secretly been battling lymphoma for years, became seriously ill. In October 1979, a doctor friend of David Rockefeller’s who was not an oncologist examined the Shah, and a bogus declaration was made.23 President Carter was told the Shah was “at the point of death” and that New York had the only medical facility that was capable of possibly saving his life, according to the New York Times.24

It was a lie, but Carter fell for it and made the worst decision of his presidency. On October 22, 1979, the Shah entered the United States, and was admitted to New York Hospital under the alias David Newsome [sic]. It was an inside joke, an apparent reference to Undersecretary of State David Newsom, who had repeatedly warned that if the Shah were admitted to the US, “the American Embassy would be taken, and it would be a threat to American lives.”25

But Newsom had been prescient. Less than two weeks after the Shah’s arrival in the United States, on November 4, 1979, hundreds of Iranians stormed the American embassy in Tehran and took seventy hostages as they demanded the extradition of the Shah from the United States. (Most of the female and African American hostages were later released, leaving fifty-two Americans in captivity.) The hostages had been seized by militant students and other protesters—apparently without consultation with or the authorization of Khomeini. But Khomeini soon gave his blessing to the takeover and issued a statement of support. Iran canceled all military treaties with the United States.

Meanwhile, Carter swiftly took punitive measures of his own. He froze all Iranian assets in the United States and banks overseas—some $12 billion (more than $50 billion in 2024 dollars).26 Iranian oil exports to the United States came to a full stop, a move that caused oil prices to double over the following eighteen months, further exacerbating the double-digit inflation.27 Carter also immediately imposed an arms embargo on Iran’s military, which was comprised largely of weaponry America had sold to the Shah. But such measures took time before they had enough impact to force Iran’s hand.

Triggered by the Shah’s arrival, the hostage crisis had begun.

* * *

THE CRISIS INSTANTLY CAPTURED THE ATTENTION OF THE ENTIRE country. Yellow ribbons—the iconic symbol of hope for the safe return of the hostages—were festooned on trees and telephone poles everywhere. Millions of people tuned in nightly to ABC News’ new show, Nightline with Ted Koppel, a news show created specifically to cover the ongoing drama as it unfolded. In the immediate aftermath, Americans rallied around the president. Carter’s previously low approval rating soared.

Once the presidential season got underway in early 1980, however, the outcome of the hostage crisis instantly became the tipping point issue—one that was fluid, unresolved, that could go either way, and in doing so become the most decisive factor in the upcoming presidential election. As the weeks passed, and the hostages remained incarcerated, Carter’s poll numbers suffered accordingly. Increasingly, he appeared to be helpless and weak. His political future depended on whether he could bring home the hostages. Day after day, America was being held hostage. Even Carter’s eighty-one-year-old mother, Miss Lillian, had discomfited her son by telling the press what she would do about Ayatollah Khomeini. “If I had a million dollars to spare,” she said, “I’d look for someone to kill him.”28

But Carter had few options. According to Stuart Eizenstat, the White House domestic affairs adviser under Carter, the administration was crippled by “the absence of good intelligence by the CIA on what was happening internally with Iran.” Eizenstat was speaking in a filmed discussion about the failed mission to free the hostages.29

In the end, there were only two choices when it came to trying to force Iran’s hand—military intervention or some kind of negotiations. As for the former, Carter thought any military operation, no matter what form it took, was certain to put the hostages’ lives in jeopardy, and that was out of the question for him. “I am not going to take any military action that would cause bloodshed or arouse the unstable captors of our hostages to attack them or punish them,” said Carter, in a meeting with State Department personnel.30 Consequently, he was reluctant to let US aircraft carriers patrol the Persian Gulf lest their presence lead to an unintended escalation that could endanger the hostages.31

As for negotiations, on November 7, three days after the hostage takeover, the president decided to send Ramsey Clark, the former attorney general under Lyndon Johnson, and Bill Miller, staff director for the Senate Select Committee on Intelligence, as emissaries to Iran to negotiate. But Khomeini refused even to allow them into the country, so that overture went nowhere.

Further complicating diplomacy was the fact that it wasn’t entirely clear with whom the White House should be negotiating. Leftists, secular activists, and Islamic fundamentalists had all united to overthrow the Shah, but now, with the nascent Islamic theocracy still in flux, warring factions were fighting among themselves, which paralyzed diplomatic initiatives. Moreover, the hostages were being held by nongovernmental actors. That meant the White House didn’t know which levers to push, making communications with the Iranian government difficult and of little use.32

In addition, there were deeper problems with the hostage crisis that were largely unseen by the American public. Iran was not just another pawn on the geopolitical chessboard; for decades it had played a pivotal role in US foreign interests. Under the Shah, Iran had been one of the “Twin Pillars” of American policy in the Middle East along with Saudi Arabia, defending both Western oil interests and Israel. After all, the Iranian port of Bandar Abbas opened out into the Strait of Hormuz. This narrow passage between the Persian Gulf and the Gulf of Oman is the world’s most important oil transit chokepoint,33 through which more than 20 percent of the world’s oil flows each day.34 Assuring the continuous flow was vital to America’s national security, the security of its allies, and the global economy.

Meanwhile Iran needed arms. Even though the Shah was gone, the Iranian military still relied almost entirely on its aging inventory of US weapons, which had to be supplemented by spare parts, tires, and other light armaments. Prior to the overthrow of the embassy, Iran had been a vital counterweight to Israel’s newly feared enemy, Iraq’s Saddam Hussein, who had come to power in 1979 and posed an increasingly serious threat to Israeli security. But until Iran and the United States resolved their discord, Israel couldn’t arm Iran without violating the American embargo.

And yet the most obvious solution to this dilemma—an arms-for-hostages deal—was unacceptable. The age of Islamic fundamentalist terror had just been born. Ayatollah Ruhollah Khomeini had instantly provided America with a terrifying new villain. President Carter saw such a proposal as tantamount to paying a bribe to terrorists and rejected it as immoral. Besides, to have openly discussed sending weapons to Khomeini—America’s enemy—would have been political suicide.

The end result was that a diplomatic solution was politically and morally untenable for the Carter White House. There were multiple back-channel overtures through early 1980, but nothing was producing results.

And that void, in turn, created an opening for various unscrupulous parties to exploit the situation.

* * *

AS IT HAPPENED, THE HOSTAGE CRISIS CAME AT A PIVOTAL MOMENT in the history of American intelligence. In the years immediately before Carter took office, the CIA’s deepest and darkest secrets had been spilling out one after another.

It started with the 1974 exposé of the CIA’s “Family Jewels” report by Seymour Hersh in the New York Times,35 which revealed that the Agency had conducted massive, illegal domestic intelligence operations against the antiwar movement and other activists during the Vietnam War. Soon after, investigations by the Church Committee in the Senate, launched by Sen. Frank Church (D-ID), and the Pike Committee, chaired by Otis Pike (D-NY) in the House of Representatives, followed and exposed the full range of the CIA’s dirty little secrets for all to see.36 Among them were a quarter century of overseas assassination attempts, illegal wiretaps, human experimentation, spying for Richard Nixon in Watergate, and more. The CIA had staged coup d’états in Syria in 1949, in Iran in 1953, in Guatemala in 1954, in the Congo in 1960, in the Dominican Republic in 1963, in South Vietnam in 1963, in Brazil in 1964, and in Chile in 1973.37 There were CIA plots to assassinate foreign leaders in the Dominican Republic, Cuba, Chile, Vietnam, and more.

In the aftermath of the Church Committee and the Pike Committee investigations, for the first time, Congress began to rein in the power of the intelligence community. In 1976, President Gerald Ford issued Executive Order 11905 banning political assassinations.38 The Senate also created the United States Senate Select Committee on Intelligence to provide oversight. And in 1978, Congress enacted the Foreign Intelligence Surveillance Act, which for the first time imposed significant legal limits on the ability of the CIA, the FBI, and the NSA to wiretap and spy on American citizens.39

To further restrain the Agency, President Carter appointed his former Naval Academy classmate, Stansfield Turner, as CIA director. In October 1977, in what became known as the Halloween Massacre, Turner purged 820 CIA operatives from the Agency, many of whom had been special or “black” operations executives and counterintelligence officers. In early 1979, another 250 people put in for retirement. At the time, an article in the Washington Post said, “American intelligence is dying,”40 and placed the onus on Turner. In Newsweek, George Will called for Turner’s resignation.41

Out at Langley, the conventional relationship in which the CIA reported directly to the president had been destroyed. The sanctity of the CIA had been violated. “The traditional CIA answering to the president was an empty vessel having little more than technical capability,” said James Angleton, the longtime chief of counterintelligence at the CIA, according to Joe Trento’s Prelude to Terror: The Rogue CIA and the Legacy of America’s Private Intelligence Network.42

Back in the good old days, before the Church Committee and various intelligence reforms, covert operatives working for the CIA almost certainly would have done whatever was necessary to shore up the Shah’s power, whether that meant letting SAVAK run amok or bribing mobs to demonstrate in his favor, as the CIA had done in Iran in 1953. But increasingly, specialists in black ops operations were forced to find work off-the-books and outside regular channels. Way outside.

As a result, when the hostage crisis began, the intelligence community, much of which had already been deeply alienated, was appalled by Carter’s fumbling efforts in Iran. They saw it as further proof of his incompetence, and these disaffected elements regarded the president as ruinous to America’s overall security. “You can’t imagine the tremendous anger against the Carter administration in the military and intelligence apparatus,” said Susan Clough, President Carter’s personal secretary.43 “And not just in the CIA. Emotions had been boiling for years.”

Clough served as a gatekeeper to the president, a last line of access for those who wished to plead a point to Carter. From that insider perch, she saw the profoundly demoralized military and intelligence communities. By the last year of the Carter administration, she says fistfights would break out in the Pentagon about the president, and the military was politicized to a point where its allegiance to the commander in chief was in question.

For much of Carter’s term, Clough tried to explain the depth of the problem to the president in private meetings. She enjoyed little success. By early 1979, knowing Carter didn’t want to hear any more criticism of Stansfield Turner, Clough was so disturbed she resorted to laying out in confidential memos the dangers Carter faced.

“I told him the problem with Stansfield Turner was so serious that it would not go away or be resolved without his guidance,” Clough said.44 “It had to be dealt with, directly or indirectly, by the president. In the CIA, disloyalty was potentially far more destructive than in any other department. It was a problem that could get out of control and leave a legacy other presidents would have to deal with.”

After years of working with Carter, Clough knew that the president had a routine way of dealing with the countless memos that crossed his desk. If he read the memo, and wanted to acknowledge that he read it and appreciated it, she said, he would initial it, JC. Sometimes, he would put the JC at the bottom to let you know he read the whole thing.45

But if he didn’t like it, Clough told me, he would simply put one initial: C.

In this case, Carter had put a big C at the bottom—not JC. “That let me know he was not happy with it, but he had read the whole thing,” she said.46

And he didn’t want to hear another word about it.

* * *

FOR MANY CURRENT AND FORMER AGENTS WITHIN THE CIA, IT wasn’t just Carter’s handling of the hostage crisis that upset them; it was the fact that there was a crisis at all. In their eyes, the CIA of old could have prevented the instability in Iran from getting out of hand. Instead, on Carter’s watch the United States had lost Iran—a relationship of great strategic importance, of course, but also an immense source of pride and symbolism for the CIA.

In a way, it all went back to 1953. At the time, the Anglo-Iranian Oil Company, the predecessor to British Petroleum (now BP), had been taking home more than 80 percent47 of Iran’s oil revenues; the CIA, working with its British counterparts in MI6, had decided that they would do whatever it took to keep that arrangement intact even if it meant ousting Iranian prime minister Mohammad Mossadegh. A secular social democrat, Mossadegh had been a principal figure in bringing about the end of 150 years of British interference and plundering of Iran’s national resources. To achieve that goal, he first tried to renegotiate a new agreement with the Anglo-Iranian Oil Company. When that hit a dead end, Mossadegh then resolved that he had no choice but to commit the unpardonable sin of nationalizing Iran’s vast oil industry. “This was the first time that anyone in the Middle East had ever done anything against imperial powers, colonial powers,” said Barry Rosen, a press attaché at the US embassy in the seventies, and later one of the hostages, in the PBS documentary, Taken Hostage: The Making of an American Enemy.48

Under Mossadegh, the Shah had been reduced to a mere figurehead, but thanks to Operation Ajax, as the 1953 coup was known in the CIA, the Shah returned to rule with almost dictatorial powers, as an American proxy. So dependent was the Shah on his CIA sponsors that his loyalty, a precious commodity in the tumultuous Middle East, was never in question. As the Shah himself told Kermit Roosevelt Jr., his close friend and the CIA architect of the coup, “I owe my throne to God, my people, my army—and to you!”49

The coup had the support of President Dwight D. Eisenhower and Prime Minister Winston Churchill, not to mention CIA Director Allen Dulles. To ensure the Shah’s ability to enforce his new powers, the CIA created, trained, and funded SAVAK, the brutal security force with which he ruled an intelligence state through surveillance, political and religious repression, imprisonment, torture, and thousands of executions. The planning for Operation Ajax took place in the American embassy in Tehran, the same spy nest Iranian protesters seized a generation later to ignite the hostage crisis, and which came to symbolize the degree to which Iran had become a proxy for American interests.

But most Americans didn’t have a clue that the CIA was behind it. As Time declared, “This was no military coup, but a spontaneous popular uprising.”50 The fact that no American troops were involved in the coup gave the US government license to deny any role in it whatsoever. When Americans finally learned a highly sanitized version about what happened, a year later, it was via a press corps that was largely in the CIA’s pocket. By this point in the Cold War, as Carl Bernstein reported in Rolling Stone, the CIA had infiltrated or established “friendly” relations with many of the major organs in the American press including CBS News, Time magazine, the New York Times, ABC, NBC, and the wire services.51 One of the first to write about the coup was the Saturday Evening Post, which did so with the aid of CIA Director Allen Dulles, who gave the writers copious input, reviewed the articles prior to publication, and, according to Peter Grose’s Dulles biography, Gentleman Spy, made “a few corrections or suggestions here and there.”52

Meanwhile, the United States had reaped immense profits from the coup, at a cost said to be less than $20 million in bribes and other expenses. It was a pittance in return for what it secured: a plentiful source of cheap oil for the entire Western world for the next generation.53 In addition, the US got a powerful new ally in the Middle East to join Saudi Arabia. And it gained a new client state rich enough to spend some $20 billion in arms, ammunition, and military hardware (about $120 billion in 2024 dollars), in what was said to be the “most rapid build-up of military power under peacetime conditions of any nation in the history of the world.”54

The CIA’s real role in the coup only emerged in bits and pieces much later. It was mentioned in passing in the Final Report of the Church Committee in April 1976.55 In 1979, just as the Shah was being ousted, Kermit Roosevelt Jr., one of the principals in the coup, published Countercoup: The Struggle for the Control of Iran, a highly questionable and self-serving account that was heavily edited by the CIA and focused on how he led the overthrow of former prime minister Mossadegh and brought the Shah back to the fully restored glory of the Pahlavi dynasty.56

Twenty years later, in 2000, James Risen obtained a previously secret account of the coup written by Donald Wilber, another one of the CIA agents who planned it, and published it in the New York Times.57 But it was not until August 2013 that the US government officially acknowledged its role by releasing previously classified documents showing that it helped in both planning and executing the coup—including bribing of Iranian politicians, security, and high-ranking army officials, and releasing pro-coup propaganda.58

The long-term secrecy regarding Ajax only added to its mystique. Ajax was one of the first times the CIA, then only six years old, implemented a covert regime change operation.59 More than any CIA operation, Ajax came to embody the conspiratorialist cult of clandestine operations and its Mission: Impossible–like secret stratagems. The coup in Iran was a proof of concept for what a fully operational CIA could achieve. It was one of the CIA’s greatest and most memorable triumphs, a dazzlingly successful gambit on the world chessboard that secured a steadfast ally who would protect the strategic resources of the West—namely, oil—for decades to come.

Over time, however, blowback from the coup and its consequences became glaringly apparent. After all, the United States, supposedly the beacon of democracy, had effectively destroyed the possibility of democracy being the dominant form of government in the Middle East. America had empowered a dictatorial monarch who became increasingly extravagant in his personal behavior over the years and ruled his people with alarmingly repressive measures. Ironically, it was on the watch of Jimmy Carter, a stalwart supporter of human rights, that the chickens came home to roost.

* * *

CARTER HAD KNOWN FROM THE EARLIEST DAYS OF THE HOSTAGE crisis that if diplomacy failed, he would need other options. A rescue would be risky, difficult, and take time to plan. Immediately after the crisis began, Carter had assented to Brzezinski’s request to plan a rescue mission for the hostages, but he thought of it merely as judicious preparation for an unlikely contingency.60 By spring 1980, however, the hostages had been incarcerated for five months with no change in sight.

As the presidential race heated up, their fate became an inescapable issue. At the start of 1980, Ronald Reagan had been the odds-on favorite to be the Republican nominee for president, with former CIA director George H. W. Bush his most serious rival. Reagan, who had barely lost the nomination to Gerald Ford in 1976, possessed such a commanding lead in the polls that his campaign manager, John Sears, had opted for an above-the-fray strategy. Iowa was the first test for the Republican candidates on January 21, but Reagan didn’t even bother to participate in the televised Iowa debate.61

But the decision backfired; that year, the Iowa caucuses included an unofficial “straw poll” that Bush won by two thousand votes, and suddenly Reagan didn’t seem like such a shoo-in. Shortly afterward, Reagan brought on William J. Casey to replace Sears and run his campaign.

The former head of the Security Exchange Commission under Richard Nixon, Casey had an eclectic résumé that included writing bestselling tax books, a successful stint as a venture capitalist, a lucrative legal practice, service in the State Department, and running the Export-Import Bank. During the Nixon years, he had become close associates with Richard Allen, Reagan’s top foreign policy adviser, who had helped bring him into the campaign.62

Reagan, who remained very much the frontrunner for the Republican nomination, told supporters at a campaign stop in North Carolina that the hostages “shouldn’t have been there six days, let alone six months.” He added that Carter’s actions—or rather inaction—was “bordering on appeasement.”63

From the White House’s point of view, however, too many of their initiatives had gone nowhere. Outreaches to Iran by former attorney general Ramsey Clark and Treasury Secretary G. William Miller had struck out, as had overtures through the Palestinian Liberation Organization. Cutting off imports of Iranian oil and freezing Iranian assets in the United States had little effect. Nothing seemed to work in terms of getting Iran to negotiate.

Carter repeatedly tried to cultivate a discourse with President Bani-Sadr who was more than open to releasing the hostages, but it became increasingly clear that Bani-Sadr was relatively powerless. That meant Carter was back to square one, and there was no other choice but to go ahead with the rescue mission.

* * *

CARTER WAS PETRIFIED THAT ANY MILITARY ACTION HE TOOK would lead to the execution of the hostages, but the news from inside Iran made it clear that things were not about to change for the better. The president had already been told that the CIA had successfully conducted reconnaissance of the landing site in a remote location in Iran’s South Khorasan province.64 So, at a National Security Council meeting on April 11, Carter gave the go-ahead to the high-risk mission to rescue the hostages in Tehran via a daring helicopter raid on the American embassy in Tehran and bring them back to America. It was called Operation Eagle Claw, and in the White House, its existence was known to only a handful of people.

The Pentagon had been working on the operation for five months, but still it was riddled with difficult challenges. The Sikorsky RH-53D Sea Stallions were heavy-lifting workhorses, but, like all helicopters, could be temperamental in desert conditions. Given such concerns, eight choppers—two more than then the six necessary to complete the mission—were to take off from the USS Nimitz, the enormous nuclear-powered aircraft carrier, when it was just off the south coast of Iran and fly more than six hundred miles at a low altitude to refuel at Desert One, a dry lakebed in Iran’s Dasht-e Kavir salt desert.65

Because of their limited range, the helicopters were to be joined at Desert One by six C-130 cargo planes carrying the 118 members of the rescue team, plus gasoline to refuel the choppers, and supplies. Once they arrived at Desert One, the rescue team was to head off to a second staging area closer to Tehran.66 Meanwhile, the CIA was to have secured trucks to pick up the troops and take them to the embassy, where the C-130s were to be circling overhead as the American forces freed the hostages. Because the Iranians guarding the embassy were student radicals—not trained soldiers—little resistance was anticipated.67

Security, of course, was paramount. The tight secrecy surrounding the planning was such that not even Bobby Ray Inman, the director of the National Security Agency, was in the loop.68 Sometime in late March, about a month before the operation took place and before it had even been formally authorized, National Security Adviser Zbigniew Brzezinski dropped by the desk of Susan Clough, President Carter’s personal secretary and de facto administrative chief of staff for the National Security Council. Brzezinski put some papers in the inbox and asked her if she could keep his papers with the president’s.

“I wasn’t quite sure what he was talking about,” Clough told me.69 “But I could tell by the people who were coming and going that something military was underway. When Brzezinski told the president what he had done, President Carter was really upset. The number of people who knew that we were working on a rescue operation was very small. No one was supposed to know.”

Including her.

Nor was that the only security breach. “The Republicans knew about the rescue attempt,” one senior Carter adviser told me in 1991. “And that raises the questions about whether there was an attempt to sabotage the military rescue effort. And I consider that to be as bad as anything I can think of.”

* * *

EVEN UNDER THE BEST OF CIRCUMSTANCES OPERATION EAGLE Claw was an enormously complicated and dangerous mission—so risky that it was a major source of contention within the administration. Secretary of State Cyrus Vance was very much against moving forward with it and turned in his resignation as a result.70

Nevertheless, Carter went ahead. On April 16, he and a host of senior administration officials went out to Fort Myer, Virginia, the US Army post at Arlington National Cemetery, to receive briefings from the officers overseeing Eagle Claw. When it was over, the president went over to Col. Charlie Beckwith, Delta Force’s ground commander for the operation, and said he wanted to have a private word.

“I want to ask you to do two things for me,” Carter told Beckwith. “I want you, before you leave Iran, to assemble all of your forces and when you think it’s appropriate give them a message from me. Tell them that in the event this operation fails, for whatever reason, the fault will not be theirs, it will be mine.

“The second thing is, if any American is killed, hostage or Delta Force, and if it is possible, as long as it doesn’t jeopardize the life of someone else, you bring the body back.”71

On April 24, at 10:35 a.m. Washington time, 6:05 p.m. Iran time, the eight Sikorsky RH-53D Sea Stallion helicopters entered Iranian air space. At the time, Carter was meeting in the White House with National Security Adviser Zbigniew Brzezinski, Press Secretary Jody Powell, and Chief of Staff Hamilton Jordan to discuss the operation.72

At 11:48, the president called Ham Jordan back into the Oval Office. “I got a disturbing call that a couple of our helicopters are down,” Carter said.73

Actually, it was worse than that. About two hours into the mission, one of the eight helicopters that set out from the Nimitz returned to the carrier because it received indications of imminent rotor blade failure.74 They landed, verified the malfunction, and abandoned the aircraft. The crew was picked up by another chopper, but they were down to seven helicopters.

There was more trouble ahead. Risky as Operation Eagle Claw was, rigorous operational security was essential in order to avoid detection by Iranian forces. As a result, the helicopter pilots had been given strict orders to fly under radio silence. That meant no communications whatsoever even though they were flying long distances at low altitude in unfamiliar territory, much of it in the dark of night under extraordinarily difficult conditions. That proved to be a problem early on: a second chopper got lost in a blinding “dust cloud of unknown size and density,” as a State Department report later put it, experienced a failure of critical navigation and flight instruments, and turned back to the Nimitz three hours or so into the mission.75

Now, they were down to just six helicopters—the bare minimum. They could not afford another mishap. But before long, a busload of more than forty Iranian pilgrims happened to be driving by. They were stopped at gunpoint and detained. Meanwhile, an Army Ranger spotted a fuel tanker speeding by, and blew it up with an antitank missile. The blinding explosion lit up the night sky.76

So much for operational security.

But now that they had finally refueled at Desert One and were preparing to take off, a third chopper suddenly had problems with its hydraulic system.77 That meant just five helicopters were left—not enough to bring back all the hostages and the commandos. The mission was no longer viable. Operation Eagle Claw was aborted.

Carter’s rescue attempt had failed.

But the worst was yet to come. As the helicopters started to leave Desert One and return to the Nimitz, one of them crashed into a C-130, setting off an enormous explosion. Eight men died in the collision.

Carter later described what took place as one of “the worst days of my life.”78 In addition to the loss of life, the repercussions in terms of trying to resolve the hostage crisis were devastating. Carter officials entertained the idea of a second rescue attempt, but after Eagle Claw, the Iranians scattered the hostages to multiple new locations, making another one nearly impossible. And now that American troops had breached Iranian territory, Iranian radicals were strengthened and could argue that moderates seeking a resolution with the United States were not to be trusted. As a result, no Iranian politician would dare openly support negotiations over the hostages. And in the United States, the enduring stench of humiliation remained and lingered right up through the November elections. “The failure was the worst day in the memory of virtually everyone involved,” wrote White House domestic affairs adviser Stuart E. Eizenstat in his memoir, President Carter: The White House Years. “For all practical purposes the election was over.”79




Chapter Two

Dark Secrets

I WAS AT MY KITCHEN TABLE WHEN I FIRST LEARNED THAT OUR democracy might have been stolen from under us.

It was the morning of April 15, 1991, I sat down in my apartment on the Upper West Side to read the New York Times. A few weeks earlier, I had just gotten back from Prague, where I had chronicled the early days of post–Cold War Czechoslovakia for the Los Angeles Times. Now that I was between projects and on the lookout for something new, I was suddenly transfixed by a Times op-ed piece, “The Election Story of the Decade,” by Gary Sick, a former Iran specialist on the National Security Council.

The article coincided with a Frontline documentary broadcast on PBS that was to air the next day on the same subject, “The Election Held Hostage,” by reporters Robert Parry and Robert Ross. Together, the op-ed and the documentary put forth narratives that shattered the widely accepted origin story of how the Reagan-Bush era and modern conservatism came to power. To almost everyone in America the election of 1980 had seemed perfectly normal. It was ordinary, routine. But as Sick laid it all out, nothing could have been further from the truth.

At the time, we were more than a decade into the Reagan-Bush era. After eight years of Ronald Reagan’s sunny optimism, George H. W. Bush was now in the third year of his presidency and was extraordinarily well positioned to run for a second term. In 1989, the first year of Bush’s presidency, the Berlin Wall had come down, bringing a symbolic end to the Cold War. The Soviet Union was on life support and would code out in a matter of months. The ideological battles with communism were over. Neocons heralded the death of history. Liberal Western democracy reigned triumphant.

Then, in late 1990 and early 1991, Bush’s high-tech war machine stunned the world during the Gulf War in Iraq. American forces quickly accomplished their objective by driving Iraqi troops out of Kuwait, and emerged victorious and relatively unscathed. Bush’s numbers surged accordingly, to a stratospheric approval rating of 89 percent after the war. Even with a recession and rising unemployment, in April 1991 he boasted an approval rating of more than 80 percent.1 So daunting was Bush’s hold on the country that the giants in the Democratic Party at the time—Sen. Bill Bradley (D-NJ), Sen. Sam Nunn (D-Ga), and others—put their presidential ambitions on hold because they thought no one had a chance of beating Bush. (Ultimately, that left the door open for a little-known governor of Arkansas named Bill Clinton.)

The Times’ op-ed piece, though, punctured the conventional wisdom of inevitability surrounding Bush’s second term.

Sick had been Jimmy Carter’s Iran specialist during the hostage crisis and had worked on the National Security Council for both Republican (Ford and Reagan) and Democratic administrations. A career intelligence analyst who had served twenty-four years in naval intelligence, Sick had been first appointed to the National Security Council by Republican president Gerald Ford. “He wasn’t a Carter appointee,” Carter press secretary Jody Powell told me in a 1991 interview.2 “He’s not a political guy, and he wasn’t some silly son of a bitch who goes off half-cocked.”

While some of the op-ed’s allegations had been made previously, Sick’s work was based on meticulously assembled facts, and he brought a new and authoritative voice to the charges. His insider status during the hostage crisis and his sober, rational manner gave a certain gravity and credibility to the October Surprise charges for the first time.

“Frankly, to have this story come from him and to have it put together by him suggests a lot more than just a rumor flitting around the edges,” State Department spokesman Hodding Carter told me in 1991.3 “It suggests that at least one very serious, knowledgeable person has decided there’s more to it than smoke.”

As Gary Sick and Frontline both reported, the key to the October Surprise lay in the interaction between Reagan-Bush campaign manager William J. Casey, who had died in 1987, and a pair of arms-dealing Iranian brothers, Cyrus and Jamshid Hashemi. Sick had met the Hashemis when he was in the Carter administration during the hostage crisis. Back then, Cyrus had presented himself as an Iranian national and sophisticated international businessman who claimed to have a doctorate in economics from Oxford University 4 and ran a small independent merchant bank, which was said to be backed by his wife’s family. Over the years, Cyrus had offices in Geneva, London, Paris, and New York. Along with his two brothers, Jamshid and Reza, Cyrus saw the Iranian Revolution as a potential opening to significant business opportunities.

Though secular himself, Cyrus had managed to remain close to anti-Shah clerics and had influential contacts in the government, including powerful clerics and members of Khomeini’s immediate family.5 Moments after the hostages were seized on November 4, Cyrus went into action and got an introduction to the Carter State Department as someone who was in daily contact with “high levels of the Iranian government.” For several months, Cyrus had been involved in a frequent back-and-forth with the Carter administration, attempting to act as an intermediary for them to help free the hostages.6 In the end, though, not much had materialized from Cyrus’s offer.

And that seemed to be that.

But in 1990, ten years after the hostage crisis, Sick reestablished contact with Cyrus Hashemi’s brother Jamshid. Cyrus had died back in 1986, but talking with Jamshid now, Sick was stunned by what he heard. Jamshid told Sick that in late February or early March of 1980, just after one of the meetings between the Hashemis and Carter officials regarding the hostages, Jamshid was in his room at the Mayflower Hotel in Washington when an unexpected visitor knocked on the door. It was Bill Casey, newly appointed campaign manager for Ronald Reagan.

“Mr. Casey quickly made it clear that he wanted to prevent Jimmy Carter from gaining any political advantage from the hostage crisis,” Sick wrote. “The Hashemis agreed to cooperate with Mr. Casey without the knowledge of the Carter Administration.”7

In other words, the Hashemis had initially offered to help the Carter White House, but in reality, they were double agents working for the Reagan campaign instead. More specifically, Jamshid told Sick that he and Cyrus had helped arrange two critical meetings in Madrid between high-level Iranians and William Casey. One meeting was said to have taken place in late July 1980. Jamshid said the second meeting took place a few weeks later to firm up an agreement “with the Reagan campaign about the timing of any hostage release.”8

There was more, of course. Sick reported on a series of meetings in Paris in October 1980 between officials from Iran and representatives from the Reagan-Bush campaign. As many as fifteen sources with direct or indirect knowledge of those meetings gave Sick varying accounts of what happened at the Paris meetings, but by and large, the sources agreed on three things: (1) that William Casey was a key player in the meetings; (2) that the hostages would not be released until after the November 4 presidential election; and (3) that Israel would facilitate the transfer of arms and spare parts to Iran.9

Sick added that at least five of the sources said that George H. W. Bush was present for at least one meeting in Paris. Given Bush’s reelection prospects, this was the most explosive charge of all.
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