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Abstract

Late Qajar-era documents and periodicals indicate that Iranians held an optimistic
view of Americans. These perceptions were among the principal factors behind the
invitation of American advisers during this period. The presence of Shuster and later
Millspaugh in Iran, aimed at administrative and economic reform, constituted the first
significant experiences of interaction that subsequently influenced Iran-United States
relations. Shuster entered Iran at a time when Russia wa effectively the most
influential foreign power in the country, and when the second Majles, had limited
power. By contrast, Millspaugh’s arrival coincided with the political decline of
Russian influence; nevertheless, his actions, particularly during the reign of Reza
Shah, were shaped by Shah’s policies. Millspaugh’s second tenure occurred under the
conditions of Iran’s occupation by the Allied forces. Despite this, drawing on the
experience he had gained during the Reza Shah period, he showed little regard for the
Majles or Iranian society. Consequently, this period was less successful, and he was
ultimately compelled to leave the country. This article seeks to answer the question of
‘What achievements did Shuster and Millspaugh have for Iran during their presence in
the country?’ The research findings indicate that Shuster was more committed than
Millspaugh to democratic principles, whereas Millspaugh’s achievements and

outcomes in the financial sphere were more tangible. Although Millspaugh
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implemented effective measures during his first tenure in Iran, he failed in his second
period to adapt to the new political and social conditions. At this stage, opposition
from the Tudeh Party, the Soviet Union, and several political figures contributed
significantly to his failure in Iran. The present study uses historical method with a

descriptive-analytical approach based on written and archival sources.

Keywords: Adviser, Financial, Iran, Millspaugh, Shuster, United States.

Introduction

Despite economic problems and the weakness of Iran’s financial structure during the
Constitutional era, together with the growing influence of Russia and Britain and the
perceived need to create a balance among foreign powers, led the Iranian state to
employ American advisers as a ‘third force’. Within this context, William Morgan
Shuster was appointed as the first American financial adviser, tasked with reforming
the financial system, promoting transparency, and addressing the state treasury
defict. Supported by the National Consultative Assembly, he sought to dismantle
traditional fiscal structures and advance economic independence. However,
resistance from domestic power holders and political pressure from Russia and
Britain forced him to leave Iran. Despite initial improvements, Shuster’s dismissal
and the consequences of the First World War once again plunged Iran’s economy
into crisis. Under these conditions, the Iranian government invited Arthur
Millspaugh to implement financial reforms. Millspaugh’s first mission was longer
and produced more tangible financial results than Shuster’s, while also gaining
relative domestic support. Nevertheless, the concentration of extensive financial
authority in his hands, combined with political transformations during Reza Shah’s
rule, limited his role and ultimately led to his departure. During his second tenure,
coinciding with the Second World War, Millspaugh failed to achieve stable
outcomes, and opposition from domestic and foreign political forces resulted in his

resignation and exit from Iran.

Materials & Methods

This study uses historical method with a descriptive-analytical approach in order to
examine the activities and impacts of the two American financial advisers in Iran
during the Constitutional and the early Pahlavi eras. The descriptive dimension
focuses on reconstructing events, policies, and reforms based on historical sources,

while the analytical dimension evaluates the motivations, constraints, and
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consequences of these reforms. The study relies primarily on written sources,
including archival documents and memoirs, as well as other relevant secondary
literature. This methodological framework enables a nuanced understanding of the
structural challenges, political pressures, and external influences that shaped

financial reform efforts in Iran during this period.

Discussion and Results

Although Shuster and Millspaugh operated in distinct periods and under different
political conditions, their experiences in managing and reforming Iran’s financial
system exhibit significant parallels. Both confronted an empty treasury, pervasive
financial disorder, and an inefficient administrative apparatus. Shuster, upon his
arrival during the Constitutional era, sought to systematize fiscal management,
enforce tax collection, and reduce state deficits. Millspaugh faced analogous
challenges during both of his missions, further complicated by the economic
disruptions of World War II. Both advisers also contended with foreign interference:
Shuster’s reforms, including the establishment of the Treasury Gendarmerie and the
use of English personnel, provoked Russian opposition, whereas Millspaugh
encountered internal resistance and a lack of alignment with domestic political
strategies, particularly under Reza Shah. In both cases, limited understanding of
Iran’s social and political structures constrained the effectiveness of their reforms.
Shuster’s intelligence and strategic acumen occasionally enabled him to circumvent
obstacles, while Millspaugh’s more rigid, legalistic approach and lower adaptability
hindered his success. Moreover, both missions coincided with periods of political
unrest, foreign influence, and economic instability, further limiting the
implementation of sustainable reforms. Ultimately, the combination of internal
opposition, foreign intervention, and misalignment with the sociopolitical context
undermined the objectives of both American advisers, restricting the long-term

impact of their financial reforms in Iran.

Conclusion

The experiences of Shuster and Millspaugh in Iran reveal that obstacles to financial
reform extended well beyond administrative inefficiencies, encompassing the
complex interplay of foreign powers, domestic vested interests, and the broader
socio-political environment. Both advisers aimed to restructure the financial system
and establish economic order, yet their efforts were constrained by Iran’s strategic
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position and the conflicting interests of domestic and external actors. Shuster’s
initiatives to enforce fiscal discipline and curtail the privileges of the Qajar elite
immediately provoked strong resistance from both the ruling class and political
pressure from Russia and Britain, demonstrating that financial reforms conflicted
not only with entrenched internal forces but also with the strategic calculations of
foreign powers. His eventual expulsion exemplifies the combined impact of foreign
intervention and internal institutional weaknesses. Similarly, Millspaugh confronted
a fragile economy destabilized by World War I and domestic political turbulence.
Although initially achieving some successes, his reforms were undermined by
centralized authority under Reza Shah, changing global economic conditions, and
foreign sensitivities to Iran’s fiscal adjustments. In both cases, attempts to establish
financial independence were repeatedly blocked by external pressures and structural
domestic limitations. These experiences indicate that the failure of financial reforms
cannot be attributed solely to individual shortcomings; they were embedded within a
semi-peripheral political and economic structure, where dependence and foreign
influence were pervasive. Consequently, while short-term gains were realized,
neither adviser succeeded in securing lasting fiscal independence, underscoring the

necessity of conducive institutional and political conditions for sustainable reform.
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3. William Howard Taft, March 4, 1909 — March 4, 1913
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