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BP - British Petroleum
(and other appellations)
CIA - British Government Files

1353 pages of CIA, British Government, and State Department Ffiles
covering the interest of the once British Government controlled
enterprise subsequently known as BP - British Petroleum. In 1908 BP -
British Petroleum was founded as the Anglo-Persian Oil Company.

The files chiefly covers the British (AIOC/BP)-lranian oil dispute of the
1940"s and 50"s, and the United State"s involvement iIn its settlement and
regime change in lIran.

BP - British Petroleum - Anglo-Persian Oil Company
History

In May 1901, British businessman William Knox D"Arcy entered into an
agreement with the Shah of lran for the exploration of oil. The 1901
concession for the exploration of oil resources in South Persia was
entered into between the Persian Government and Mr. D*Arcy on the 28th
May, 1901. It included the provision of the exclusive right for 60 years
for the exploration of petroleum throughout the Persian Empire, with the
exception of five provinces in Northern Persia. The Persian Government
was to receive £20,000 in cash, £20,000 in paid upshares, and annually a
sum equal to sixteen percent of the Company®s profits.

D*Arcy placed his entire fortune into the search for oil, but after
almost seven years, there was no sign of commercial exploitable
petroleum. The venture and D”Arcy’s money was nearing an end. A telegram
was sent to the chief geologist, George Bernard Reynolds, to shut down
operations. Reynolds delayed following the orders due to a strong ‘'rotten
egqg” smell that engulfed the drilling camp. A few days later, oil was
shooting high into the Iranian sky. Oil was discovered by D”Arcy’s
venture on May 26, 1908. According to the official BP/British Petroleum
history, upon hearing the news D’Arcy said, "IFf this is true, all our
troubles are over.™

In 1908, the Anglo-Persian Oil Company (Later the Anglo-lranian Oil
Company, then British Petroleum) was created with its main asset,
D"Arcy”s oil rights. In 1914, APOC had accumulated large oil reserves,
greater than demand at the time. Other oil companies had the lock on the
industrial petroleum market. The automobile age oil thirst had not yet
appeared. The lack of revenue drove the company close to bankruptcy.

Winston Churchill, who was First Lord of the Admiralty at the time,
believed that the British Navy should switch from being powered by coal
to oil. Churchill sensed coming years of war. He appealed to Parliament



that Britain should secure a protected supply of oil. In 1914, the
British government subscribed to the Company a total of £2,200,000,
becoming the majority share holder with 56% of the Company®s shares.

In 1917, APOC bought the German motor oil company named British
Petroleum. In 1935, the Company was renamed Anglo-lranian Oil Company,
after Persia changed its name to lran.

Iranian leaders over the years sought to modify the terms of the
APOC/AIOC oil concession, which many in lran saw as exploitative. A 1933
re-negotiated concession was later found to be unsatisfactory to the
Persian government. After years of negotiations, the opposing sides were
not able to reach an agreement.

In March of 1951, the lranian government, elected by the lranian
parliament, of nationalist Prime Minister Mohammed Mossadegh (also
spelled Mosaddegh, Mosaddeq, Mossadeq, or Musaddiq), nationalized the
British owned Anglo-Iranian Oil Company. The AIOC at the time was
providing 90 percent of the petroleum used in Europe. Mossadeq
transformed the AIOC operations in lran into the National Iranian Oil
Company.

The January 7, 1952 issue of Time Magazine named Mossadeq as Man of the
Year for 1951.

The British government was infuriated by the takeover of its oil company.
The British government was able to organize a successful boycott of
Iranian oil. Both nations were thus denied revenue from the abundant
Iranian oil supply. The U.S. Secretary of State at the time, Dean
Acheson, 17 years later wrote in his book, "Present at the Creation: My
Years in the State Department,'™ that ""Never had so few, lost so much, so
stupidly and so fast."

In October 1951, British elections lead to the Conservative Party taking
power, returning Winston Churchill to the position of Prime Minister.
After the earlier loss of the India colony, Churchill was committed to
not seeing any more dissembling of the Empire.

BP/British Petroleum”s current official history completely omits the
years 1952 and 1953.

The British government began seeking ways, including military action, to
end the rule of the Mossadegh government. When Mossadegh learned of the
British intentions he shut down the British Embassy and deported British
citizens from lran. The British government turned to U.S. President Harry
Truman. Truman was against military intervention or giving support to a
coup. It has been reported that Truman told the British government that
the CIA had never overthrown a government and that he did not want to
establish such a precedent.

After President Eisenhower took office in 1953, the British government
conveyed its concern that control of Iran could fall into communist
hands. The United States and Britain feared the links Mossadegh had to
the Iranian communist Tudeh Party. In August 1953, the United States and
Britain began planning a coup to remove Mossadeq from power.



The CIA operation in lran was codenamed TPAJAX. The plan was coordinated
by the CIA®"s Special Activities Division political action officer iIn
Iran, Kermit Roosevelt, the grandson of President Theodore Roosevelt. The
covert action combined propaganda dissimilation, encouraged acts of
provocation, demonstrations, bribery, employed agents of influence,
"false flag" operatives, dissident military leaders, and paid protestors.
The goal was to lapse lran into chaos.

On August 16, 1953, The Shah sent lranian Imperial Guard Colonel
Nematollah Nassiri to arrest Mosaddegh. Instead, Nassiri was arrested by
forces loyal to Mosaddegh. The next day, the Shah left the country,
taking refuge in Rome. On August 19, the CIA arranged for a mob to march
on Mossadegh®s home. Pro-Shah lranian army forces arrested Mossadeq. The
senior army general chosen by the CIA to lead the coup, Fazlollah Zahedi,
gave a broadcast to the nation declaring that he was the lawful prime
minister by the order of the Shah. The Shah soon after returned to lran.

Mossadegh was tried by a military tribunal for treason. He was convicted
and sentenced to three years of solitary confinement, followed by life
confined to his home village, where he remained until his death in 1967.
A number of Mossadegh®s supporters were taken into custody, Imprisoned
and tortured. Mossadegh®s closest associate, Minster of Foreign Affairs
Hossein Fatemi, was executed on October 29, 1953 by order of the Shah®s
military court. Dozens of military officers and student leaders were
executed by military tribunals. After the Shah returned to lran, to
remain in control, he governed in an increasingly authoritarian manner.

Mossadegh®s National lranian Oil Company became an international
consortium, and AIOC resumed operations in lran as one of its members.

The AIOC renamed itself the British Petroleum Company in 1954. After
Margaret Thatcher became Prime Minister, she endorsed privatizing many
British government owned assets. In several stages from 1979 to 1987, the
British government sold all the shares of British Petroleum it owned. In
1998, British Petroleum merged with Amoco, formerly the Standard Oil of
Indiana, becoming BP Amoco plc. In 2000, BP Amoco acquired Arco (Atlantic
Richfield Co.) and Burmah Castrol plc. In 2001, the company formally
renamed itself as BP plc.
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CIA FILES

322 pages of CIA fTiles. The files mostly date from 1947 to 1954.
According to CIA staff historian Nick Cullather, who worked in the Agency
during 1992 and 1993, files dealing with on the ground covert action of
Operation TPAJAX were destroyed or lost by the Agency. The Tiles
presented in this research set are comprised of National Intelligence
Estimates, reports from the Office of Reports and Estimates, and Special
Estimates.

Also included among the CIA Files is a once Top Secret draft history
written by the Central Intelligence Agency"s history staff in 1998. The
agency still considers 88 pages of the 139 page report to be too
sensitive to release, even 57 years after the events the report covers.
The report titled "Zendebad, Shah!: The Central Intelligence Agency and
the Fall of Iranian Prime Minister Mohammed Mossadeq, August 1953," was
released iIn a redacted form after a lawsuit was Tiled for materials
relating to Iran in 1953. At first it was denied iIn its entirety, then
upon review, sections already marked Unclassified were released along
with a single section previously marked Secret. The document is
potentially of great historical value because it was prepared by a
trained CIA historian, with the benefit of access to still classified
supporting documentation and many years of historical perspective.

The set includes a text transcription of a book review from the CIA"s
internal journal "Studies in Intelligence.” This 2004 article 1s a review
of "All the Shah®"s Men: An American Coup and the Roots of Middle East
Terror Intelligence in Recent Public Literature”™ by Stephen Kinzer. The
review was written by CIA staff historian David S. Robarge.



BRITISH GOVERNMENT FILES

973 pages of British Prime Minister®s Cabinet Papers. Files mostly date
from 1946 to 1954, covering the Anglo-lranian oil crisis. Composed of
papers kept by the Cabinet Office including ministers® memorandums,
cabinet conclusions, and cabinet meeting notes.

The Cabinet Office provides the secretariat for the Cabinet and its
committees. The papers include minutes called *conclusions.”™ Conclusions
document opinions and ideas discussed at cabinet meetings. Memoranda are
kept by the Cabinet Office and are used for policy issues dealing with
specific events. The memorandums usually include an outline of the issue,
its background and significance, possible solutions, and a precise
recommendation for action.

UNITED STATESDEPARTMENT OF STATE FILES

50 pages of State Department files dating from 1951 to 1953. Highlights
include:

A memo from Secretary of State Dean Acheson on the information that
should be dissimilated to the lranian people as part of its
"psychological strategy program.™

A report on the initial findings of a working group consisting of
representatives from the State Department, Department of Defense, the
ClA, and the Joint Chiefs of Staff on plans for "the specific military,
economic, diplomatic, and psychological measures which should be taken to
support a non-communist lranian Government or to prevent all or part of
Iran or adjacent areas from falling under communist domination."

A memo by Secretary of State John Dulles mentioning that it Is sometimes
possible for the Department to inspire editorials in U.S. media. Dulles
writes this would be useful in case, "Embassy should desire certain
points of view brought out for benefit American public or particular
emphasis laid upon points which have not received full understanding and
publicity. Additionally, VOA (Voice of America) might, pick up such
editorials or articles and play them, on Persian program without any
indication U.S. official inspiration.”

Nation Security Council (NSC) Report

A 1952 eight-page report from the National Security Council titled, A
Report to the National Security Council by the Executive Secretary on
United States Policy Regarding the Present Situation in lran.”
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THE CURRENT SITUATION IN IRAN

1. TaE STATEGIC IMPORTANCE OF IRAN,

The strategic importance of Iran lies in its geographical position in the Middle East
bridge connecting Europe, Africa, and Asia, Itz consequent position with regard to
lines of commumnications of other powers, and its oil resources. If Iran came under the
control of a hostile power, the independence of all other countries in the Middle East
mﬂhmmmmmuuu:musmmmmjmmt
the entire area.

The Soviet Union views Iran not only as a possible base for an attack against the
USSR and particutarly against its vital Caucasus ofl flelds, but also as a Soviet base for
political penetration and possible military cperations against areas of vital importance
to the security of the Western Powers. If the USSR occupled or dominated Iran, it
would: (a) gain control of the oil resources now exploited by the Anglo-Iranian Oil
Company; (b) threaten the oil fields in nearby Irag, Kuwait, Saudi Arabia, and Bahrein;
(c) acquire additional bases for carrylng on subversive activities or actual attack
againgt Turkey, Iraq, Afghanistan, India, and Pakistan; (d) control continental air
routes to Iran, threaten those crossing Turkey, Iraq, the Arablan Peninsula, and the
Persian Gulf, and menace shipping in the Persian Gulf; (¢) undermine the will of all
Middle Eastern countries Lo resist aggression; and (f) acgquire a bass B00 miles nearer
Lthan any held at present to potential British-US lines of defense in Africa and the Indian
Ocean area,

2. Propanix Furumz DEvELOPMENTS.

The USSR will endeavor, as a prelude to complete domination of Iran, lo secure
control of Iranian terrilory adjacent to the Soviet Union and to install a government
at Tehran subservient to Moscow. The USSR is not expected to resort to military force
at this time, but it will increase its efforts to create internal instability and to under-
mine the government by promoting and exploiting dissatisfaction and dissension
among urban and tribal elements, capltalizing on the failure of the government ta
implement promised soclal and economie reforms.

The execution of I.:I.mlnla-tratijrq seclal, and economlic improvements necessary for
internal stability will probably require strong encouragement and support from the
Weslern Powers. Moreover, the succesaful implementation of a program of economic
development will depend on adequate foreign supervision,

Iran’s continued determination to resist Soviel encroachment will depend in large
measure upon its confidence in the effectiveness of US support of Iranian independence,
and upon 1is estimate of the prevailing balance of power between the US and the USSR
The future course of British policy will also affect Iran's forelgn policy: any evidence of

Hote: This paper has been coordinated with the intelligence organkzations of the Departments of

State, Army, Havy, and Alr Forces.
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& British tendency to appease the Soviet Unlon at Iran's expense, unless offset by effec-
tive IS action, may result in Iranian orientation toward the USSR. Finally, further

decline in the effectiveness of the UN in protecting the independence of small powers
will undoubtedly be reflected in Iran's attitude toward the USSR

3. PoLrmican SITUATION.

Tha eurrent political situation in Iran contains many factors of weakness. While
technically a constitutional monarchy, Iran is an oligarchy. Control of Parliament
and predominant influence in the affairs of the country are in the hands of wealthy
landowners and merchants, army generals, and tribal leaders. Within the govern-
mental framework, the two most important political figures are the Shah and the
Prime Minister. The great mass of the people Is largely illiterate and politically
impotent. :

The ruling groups are united in their fear of Soviet ambitions, and with the decline
of British power in the Middle East, they are turning more and more to the U and the
UN for support, a policy which is consistent with the basic anti-Soviet, anti-Communist,
and pro-US attitude of the majority of the people. However, the continued fallure of
the povernment to rectifly critical Internal conditions is seriously jeopardizing Iranian
stability. Widespread corruption practiced by civil and military officials and their
diseriminatory policles against tribal groups are alienating major population elements
whose support is essential to suceessful resistance to Soviet demands. Throughout the
country, the authorities’ continued failure to give effective execution to long-standing
promises of economic and social reforms lends encouragement to leftist elements and
other dissident groups. Moreover, despite the determination of all major political fac-
tions to resist Soviet encroachment, internal political conflicts and the personal ambi-
tions of Iranian politiclans may prevent Iran from implementing any effective plans for
resistance.

. The support of the Western Powers and of the UN against Soviet action prejudicial
to Irmnian independence will have no lasting effect unless the Iranlan Government
makes strenuous efforts to bolster its internal stability by: (a) resclving the personal
conflicts among the Bhah, the Prime Minister, and the Chief of Stafl; (b) endeavoring
to obtain the loyally and cooperation of tribal and other population elements; and (¢)
initiating and executing long-overdue economic and social reforms. Without these
reforms and with a continuation of the present Irenian technique of solving interna-
tional problems by procrastination and by reliance upon the support of other powers,
Iran may ultimately be absorbed into the Soviet sphere of influence. -

4. Hoononiic StruaTion.

The Iranian economy, based largely on agriculiure and petroleum, iz relatively
stable. Agriculture supports 80 per cent of the population and, in normal years,
produces all of Iran's essential food requirements (except tea and sugar) and some sur-
plus for export. Iran is the world's fourth largest petroleum producer, with a current
production of about 145 million barrels annually and proved reserves estimated at 6.5
billion barrels.

The financial situation in Iran exhibits a mixture of strength and weakmess The
external debt is small, the currency reserves are ample, and substantial puaranteed oil
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royalties provide the government with large revenues and consziderable amounts of
foreign exchange (although insufficient dollar exchange). On the other hand, the
national budget Is recurrently unbalanced, budget deficlts are covered by heavy borrow-
m;fmmmnﬂlﬂmﬂmmlhntmmumnﬂqmu.indmmt
enterprises and finances are badly administered. The cost-of-living index, which rose
from the 1938 level of 100 to 1085 In 1944 now stands at about 800. The Iranian rial
has depreciated in terms of foreign currencies to about one-half its official value,

Unprogressive agriculiural methods and inefficlent operation of the transportation
system also militate against effective exploitation of Iran's economic potential,

A very real threat to the economie stability of Iran arises from the political situa-
tion vis-a-vis the USSR. Soviet interest in the northern provinces of Azerbaljan, Gllan,
Mazanderan, Gorgan, and Khorasan will continue. If these provinces, or even Azer-
baljan alone, were to be detached from Iran or to come under the control of the USSR,
Iran's economic structure would be in danger of collapse, through loss of a major food
producing area and population center,

5. FomEwon Arrams.

Current Iranian foreign policy is primarily concerned with Soviet efforts Lo achieve
political and economic domination of Iran. The USSR, for political and preemptive
purposes, is seeking preferential economic concessions, with special reference to petro-
leum and air rights. Moreover, the Iranians are being subjected to a virulent Soviel
program of propaganda, subversive activitles, and military and palitieal Intimidation,
designed to “soften up" Iran for increased penetration.

The Soviet-Iranian oil protocol of April 1946, providing for the establishment of a
jolnt company for long-range exploltation of oll respurces in northern Iran, would, if
implemented, assure Soviet political penetration and economic control of the area.
If, as appears llkely, the Majlls rejects the agreement, the USSR may be expected to
increase its pressure on and its intimidation of Iran, instigating local disorders—pos-
sibly with a view to creating a pretext for intervention on the ground that Boviet
security is jeopardized by Iranian instahility.*

Traditionally, Iran has considered. the British as a counterbalance to Russlan
ambitions Now, however, motivated by domestic political considerations, by their
declining position in the Middle East, and by the desire to protect their own oll con-
cession in southern Iran, the British have not been willing to give unequivoeal support
to Iran's resistance to Soviel demands for access to northern oll resources, The
Iranlang are therefore counting more and more on the US and the UN to support them
in resisting SBoviet encroachments. The Iranians hope further that the US will serve
as a moderating influence on traditional Anglo-Russian rivalry and will also act as a

guarantes against any possible Anglo-Soviet agreement for the partition of Iran into
tphm_rum influence.

6. MiLiTARy SITUATION.

The armed forces of Iran are designed primarily to maintain internal security.
They are unable to withstand aggression by a large power or & combination of small

*On 33 Oetober, the Majlis rejected the ofl agresmant by & vote of 102 o 2
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powers. In the event of invasion by & major power, the Iranian forces would guickly
disintegrate unless forelgn aid were Immediately avallable Moreover, they would
be unable to cope with widespreand tribal disorders or extensive Boviet-supported
disturbances.

The army, which numbers 113,000 and includes a small air foree, with outmoded
equipment, is maintained by compulsory military service, and only 60 per cent of its
strength is effective. ' The gendarmerie, or state police, number approximately 24,000.
At present, US military missions are working to increase the efficlency of the army and
gendarmerie as a safeguard of internal stability. There is also a contract pending for
the purchase of $20 million worth of surplus military supplies from the US. Iran has
insuffielent natural resources and industrial potentialities to support large-scale war-
fare; Itz manpower reserves could nol be welded into an effective military force. Morale
in the army iz low because of inconsiderate treatment given conseripts, inferior leader-
ship, and maladministration.

The tribes of Iran, some of which are well equipped with small arms and are firmly
controlled by influentlal chieftalns, constitute a para-military factor of some impor-
tance, since their cooperation or obstructionism has a direct bearing on the mainte-
nance of internal order.

In the event that Iran should become 2 theater of military operations between the
great powers, no combat support could be expected from the Iranlan armed forces.
These forces and certain tribal groups, however, might render to the Western Powers
a limited amount of assistance in protecting lines of communications and Installations,
and In carrying on intelligence and guerrilla activities over Iran's rugged terrain,
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THE CURRENT SITUATION IN IRAN
(September 1948)

SUMMARY

During Lhe first half of 1948, political instability in Iran increased, and the continy-
ance of unsatisfactory economic conditions increased popular discontent, especially
in Azerbaijan, Internal security, however, was generally maintained, and the govern-
ment firmly resisted Soviet pressures.

In the political field the government falled to press for the adoption of any specific
program, the Majlis, immersed In Ume-consuming debate and faction, passed scarcely
any legislation; and the Shah, by seeking wider powers, contributed to the atmosphere
of uncertainty and disunion. The leftist Tudeh Party, a polentially danperous Soviet
tool, displayed signs of reviving strength, while the clamor of anti-court and fanatical
religious elements added to the general confusion

In the economic fleld the government failed to make any significant progress In
the implementation of a much-discussed large-scale program of social and economic
improvements or Lo take effective steps toward the solution of the problems of unemploy-
ment, inflaled living costs, an unfavorable balance of trade, and inefMeclent administra-
tion,

In the military field the Iranian General Staff displayed considerable activity In
making agreements with certain tribal groups, in deporting large numbers of allegedly
subversive individuals from northern Iran to other parts of the eotniry, in establish.
ing securily sones and security patrols in regions adjacent to the fromtiers, and in
checking Soviel border violations. The ability of the army to maintain internal security
will be increased as shipments of surplus military equipment purchassd from the US
arrive in the sountry.

Current trends may be expected to conlinue for some time without sharp breaks or
shifts.  Conservative elements will remain dominant in the government and will be
reluctant to adopt any reform program which might have an adverse effect upen their
special interests. Eeonomie difffeulties will persist

In the field of forelgn affairs, relations with the USSR have been marked by the
exchangze of a series of aharply worded notes The USSR, repulsed in its efforts to
win concessions through pressure and threats, appears Lo be bullding up & c=se which
could be used a5 a pretext for direct intervention in Iran on grounds of self-defense.
The Iranian Government has conbinued to reject Soviel demands for the elimination
of US assistance to and interest in the country but has also raised nationalistic clalms
unfavorable to the US and UK. The Helmand River dispute eontinues, to Lhe detri-
ment of Tranlan-Afghan relatlons,

Wole: The information (s ax of Seplember 1546,

The intelligence organizations of the Deparimerly of Blate, Army, Navy, and the Air Forow
have concurred Lo this report.
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The determination of the USSR to achieve eventual ascendancy over Tran will Te-
main & dominant factor in Iranian affairs  Current evidence docs not indicate that
the USSR considers its present position In Iran so critical as to call for direct Interven-
tlon; more probably, it will continue for the time being Lo rely on methods short of
armed foree in pursuing its immediate objectives of eliminaling US influence and ob-
taining an ol concession. The USER may, however, insplre open disorders in northern
Iran. It may also dispatch notes demanding specific action by Iran Lo correct con-
ditlons allegedly inimical Lo Soviet interests and Lhen, after denouncing the replies as
unsatisfactory, invoke the 1921 treaty as aulhority for direct intervention

Iran may be expected to continue its resistance to Soviel pressure, although extreme
duress may cause It to waver between consolldation of Its ties with the Western Powers
and outright conelliation of the USSR. At such a time, Iran will be greatly influenced
by the momentary extent of its confidence in Western protection.
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THE CURRENT BITUATION IN IRAN
(Seplember 1948)

1. PomicAL Srruamgs.

Political power in Jran rests with an oligarchy of wealthy landowners, merchants,
krmy officers, &nd triha) chitftains over whom neither the young Shah nor any other
political figure has recently been able to exercise effective sustained leadership. In
the {all of 1947, Prime Minisler Ahmad Qavam showed promise of establishing such
leadership.  In the new Majlls more than 70 of the 122 deputies seated were members of
the Democrats of Iran Parly, which Qavam personally sponsored, and the body dis-
played an early appearance of eohesion by Ila gverwhelming rejection of the Soviet-
Iranian oil protocol on 21 October. Disintegration of the Democrats of Iran was
already under way, however, and on 10 Decemnber Qavam's government fell. It was
succesded by a conservative, do-nothlng cabinet under the respected but unsggressive
elder statesman, Tbrahim Hakimi.

By May 1948 Qavam had regained strong influence in the Majlis, but he apparenily
did not care to become prime minister untll clrcumstances should force the Shah
(who views him as a rival for political power) to recall him to office.  When the Hakimi
cabinet finally loppled after six shaky months In office, Qavam gave tacit support to
Abdol Hosein Hajir, a partsan of the Shah, and thus made possible Lhe latter's election
(on 13 June 1948) as head of the iIncumbent government. Hajir has no organized follow-
Ing of his own and Is bitlerly opposed by Lhe anti-court faction, fanatically religious
elements, and the Jeflists. His continuance in office will accordingly depend not only
on the strength of the Shah's support, but also on the atttude of Qavam, who, as
Iran's stronpesl political personality, will probably continue to wield considerabile in-
Nuence in the Majlis.

The factionalism and the complete lack of corporale respansibility exhibited by the
Majlis have not anly undermined the stability of recent governments but have also
stood 1n Lthe way of Tran's obtalning much-needed internal reforms, During its eleven
manths of deliberations up to August 1948, the current Ma|lls had passed only a handful
of bills. It seemed united only in its anti-Soviet attitude (only eight members displayed
pronounced |eftist sentiments), in an irresponsible chauvinism which evokes periodic
demands for the re-establishment of Iranian soverelgnty over the Bahrein Tsiands, and
in & resurgent nationalism expressed through attempts to revise Lhe terms of the Anglo-
Iranian Oil Company concession, limit the authority of the US military missions in
Iran, and climinate forelgn companies in Iran

The Shah, citing the irresponsibility of the Majlis, has put forward proposals aimed
Al curtailing its power. He urges a constilulional amendment suthorizing him to
dissolve the Majlis for a peripd not lo exceed six months and to dismiss the prime
minister and cabinet even when the Majlis is in sesslon.  He is also secking legislation
to aclivate the 60-man Senate (half elective and half appointed by the Shah) which is
provided for in the constitution but whith bas convened but once. The Shah iz not
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likely to win these broader powers, however, as the Majlis Is jealous of ils prerogatives,
and public opinion strongly opposes any move loward & revival of the dictatorship im-
posed by Reza Shah, father of the present ruler.

A more subtle threat to the power of the government Is thal of the Tudeh Party,
which direcis its appeals toward indusiria]l workers and the underprivileged classes
generally.  Alhough it has no official representation In the Majlis and Is supporied by
only a few deputles, the Tudeh Party is the only political organization In Iran which
appeals directly to the people for support; the other parties are controlled by large
landowners, tribal leaders, and other notables, who use thelr local power to obtaln the
election of their candidates. After sufferlng a serious decline In strength and prestige
In 1047, the party is currently being revived through extensive recrulting and the for-
mation of secret cells. While no rellable estimates of its presant membership are
nvallable, Its system of provinclal and urban councils headed by a large national com-
mittee and Its use of afiliated groups make it the best organized political party in
Iran,

The Tudeh Party's strident press follows the line lald down by Soviet broadeasts Lo
Iran, and the conlact which party leaders malntaln with the Soviet Embassy in Tehran
makes it certain that the parly is receiving advice and guldance from trained Com-
munlst organizers and funds from Sovietl sources. The party may be expected to test
Its renewed strength by promoting labor troubles and communal disorders, Liming
such activitly to coincide with peaks of Soviet pressure on Iran, and it will make a drive
for represeniation in the XVI Majlis, which Is due to be elected in 1949,

Despite the political divisions In Tehran, the aclivities of the Tudeh Party, and
Sovel agitalion, the central government enjoys a relatively high degree of success in
maintaining inlernal security and Its conirol over outllying sections of the country.
In particular, relations between the government and the habitually restive tribes have
lately shown considerable improvement following coneciliatory government moves.
These moves were dictated by the exigenclea of the period of Boviet oceupation, which
pave rise to autonomisl moverments and o Tudeh ascendancy and by the more recent
realization by the army high command that tribal assistance was needed In curbing
Soviet penetration and subversion,

2. EroxoMIc SITUATION,

In certaln basic respects, Iran's economic situation is favorable. Agricultural
production in 1948 should be sufficient to meet the country's food requirements {except
in tea and suger) and to provide a surplus of some agricultural products for export.
Although Iran continues to suffer from government deficit inancing and an unfavor-
able balance of trade, its Anancial position will be improved by the Anglo-Tranian Ol
Company’s expanding production, which is providing Iran with increased revenues
and foreign exchange

Nevertheless, Iran faces serious economic problems, which are mainly responsible
for & generally inarticulate but growing dissatisfaction among the people. The peas-
anls, who form the bulk of the population, are subjecled W constant exploitation by
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the landowners Ajso, Lhelr standard of living, always low, is further depressed by
the high commodity prices. (Although the general price level has falien from the
wartime high which obtalned In 1943-44, it remains more than eight times that of 1836.)
The less Numeroug ndustrial workers, with totally inadequale wages even for the way
of life to whisy they nre accustomed, suffer not only from Lhe high cost of living but
also from unemployment arising out of the general dislocation eaused by the war.
It is estimated thay about one fifth of the 230,000 who comprise the Industrial elass
Are NOW Unemployed, and the percentage would be far greater | the government were
ta reduce the gwollen ranks of officials and workers in inefficlently run stats-controlled
industries. The government has been able to avoid labor troubles thus fsr th.l"ﬂ“th
its Incorporation, in 1947, of all Inbor unions into organizations controlled by the new
Minisiry of Labor. ‘These “caplive™ unions, however, have provided no Langible benefits
for their members; hence, if unemployment is not reduced, the Tudeh Party may
succesd in promoting additional unrest among workers and In re-establishing control
over the unions.

The hope of stabillzing Iran's economy and of ralsing the low standard of living
ol ils people depends on the application of a comprehensive economic development
program. During 1947 Qavam's government repeatedly promised that such a program
would begin at an early dale, and & US irm (Morrison-Enudsen International Company)
prepared an extensive report recommending a series of projects for developing Iran's
natural resources, Industries, communications, and public health facilities. The report
outlined two alternative programs, one involving an estimated expenditure of $250
million, the other calling for & $500 million outlay. Laler in the year, a specially con-
stituted Supreme Planning Board published a 5650 million seven-year program of its
owm, which was submilted 1o the Majlic for approval It was contemplated that
the necessary capital be obtained from gpovernment ofl revenues and loans from the
National Bank of Iran and the International Bank for Reconstruction and Develop-
ment.

Despite these ambitious proposals, and despite the fset that the US and UK
recently urged the inmediate inavguration of & lmited program of soeial and economile
reform, the development of & program is still In the initial stage. The Majlis but
recently appropriated funds (o the extent of 25 milllon rials (§780,000) for further
sludies. Procrastination, inefclency, and inexperience will almost certainly result
in additional protracled delays in the formulation and execution of such a program.

d. HMiaTasy SrruaTioN

The armed forces are a dominant factor in Iranian aMairs. They exert great in-
fluence in domestic matlers, especially in the provinces, and the army's loyalty to the
throne provides strong support to the Shah, Much of the success with which internal
order is now maintalned may be credited to the army. Military leaders are trying
Lo gain for the army an even stronger woice in domestic nifairs, Encouraged by the
Shah, they are determined o transfer control ever Lhe gendarmerie from the Ministry
af the Interior to the army. Although Qavam opposed such action, a weaker prime
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minister might yield to pressure. The merger, however, would néed the approval of
the Majlis, which seems generally hostile to such action on the grounds that it would
further increase the power of the army Lo the detriment of the clvil administration and
could facilitate possible efforts by the Shah to establish an authoritarian regime.  Many
of the people, who are habitually victimized by army graft and other corrupt practices,
also frown on efforts to strengihen the miliiary establlshment,

The government has recognized the armys need for modern equipment by ob-
taining Majlis approval (on 17 February 1948) aof a $10 milllon loan from the US for
the purchase of surplus US war material. The US has sinee arranged for $16,700,000
additional eredits to cover handling and shipping expenses, and the acquisition of the
equipment is proceeding. This material will increase the ability of the army to main-
tain internal order but will have little effect on its capabllities vis-k-vis the USSR

US military missions have been advising the army and the gendarmerie since
1842. As a result of Internal pressure from military leaders and members of the
Majlis (and also influenced by repeated Soviet complalnis about the alleged activities
of the missions), the Iranian Government recently indicated its determination to alter
the terms of the gendarmerie mission contract which gave the US head of mission direct
command functions; the US agreed, and the role of the mission was changed from one
of executive authority to one of advisory functions. With regard to the US mission
to the Iranian Army, the Iranian Government has recently indlcated a desire to modify
terms of the contract which speclfy that during the life of the mission no nationals of
countries other than the US may be employed as military advisers without US consent.

Security within the country has improved since the end of 1947, Working agree-
ments between the army command and s number of tribal leaders have resulted in
months of relative calm. At the same time the army has strengthened its forces in
possible danger sones and has inlensified its efforts Lo control subversive elements
Security zones, within which foreigners may not travel without special permission, have
been established along all the frontiers of Iran, and martial law is Imposed in troubled
Epots such as Azerbaijun and In the eastern Caspian coastal aren. Reinforcemenls
have been moved into the reglons adjacent to Lthe Soviet frontier, and numerous patrols,
alded by tribesmen, have been employed In thess regions to guard the border. Several
thousand individuals whose loyalty to Iran was open to question have been rounded
up in Azerbaijan and othér northern areas and despatched to detention camps in the
South. Asa result of these steps, several known attempts to penetrate Iran from Soviet
territary have been vigorously checked and the movements of subversive elements within
Iran considerably cireumscribed.

4. ForegN AFrvams.

4. Relafions with the USSR ard the US.

The chief problems in recént Iranian foreign relations have arisen from Soviet
efforts to eliminale or at least reduce US influence In Iran Following the Iranian
Government’s eategorical refusal (in Noverber 1347) to grant oll rights to the USSR,
the Soviet Union subjected Iran to a serles of threatening notes directed dgainzl the
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employment of US military missions and the purchase of US military supplies. It has
also conlinued ils atlempis (o penetrate Iranian economic and political lite and it
subversive work among the Azerbaljanis and other discontented groups. Moreover,
the Soviets have employed trade restrictions to work hardships on the Iranian econamy,
particularly in Iran‘s northern provinces.
The Soviet diplomatic offensive has been marked by extravagant charges that

Iran has displayed a hostile attitude toward the USSR, has allowed the US to "take
over” the Iranian Army &nd to create military bases for use against the Soviels, and
has encouraged the Iranian press to develop an antl-Soviet bias, Soviet representa.
tiona o Iran have more than once suggested the possibllily of war between the US
and USSR, and have characterized Iran's attitude as inlelerable, because of Its refusal
to grant an oll concession as well as for ils dealings with the US. The tenor of many
af the notes suggests that the USSR is laying the groundwork for possible direct inter.
vention in Iran under Article VI of the Irano-Soviet Treaty of 1921, which permits such
action if Iran is unable to halt the efforts of a “third party" to turn Iranian territory
into & base for military attack against Lthe USSR

Although the impact of Soviet notes, particularly their impllcation of direct
action against Iran, has recently given rise to considerable sentiment in favor of con-
clliating (but not appeasing) the USSR, Soviet efforts o browbeat Iran have failed
thus far to change its attitude of resistance to Soviet interference.

In February 1948 the Majlis, after considerable delay and soul-searching, accepied
the US arms credil in the face of express Soviel displeasure. The Hakiml Governiment
sharply denied the various Soviel accusations made against it and in turn protestsd
against Boviet harboring of groups hostile 1o Iran as well as against Soviet press and
radio attacks, the incursion of armed bands into Iran from the USSR, and other hostile
mcts,  Although Hajir, the present prime minister, may have had concilialory motives
for his receni appointment of two pro-Boviet men Lo lmporlant government pests, he
firmly rejected the Soviet Ambassador's suggestion that the elimination of US influence
would pave the way for a settlement of all Soviet-Iranian differences.

While Iran's repeated requests for ndvice and assistance indicate that it regards
the US as ils principal source of support against Boviet aggression, it is not unaware of
the difficulty of obtaining prompt US assistance in the event of Soviet invasion, It
la considering submission of the recent Boviel noles and the Tranian replies to the
UN Security Council, which remains seized of Iran's old Azerbaijan case against the
USSR, as further protection pgalnst Soviet use of some legalistic pretext for interven-
tion.

Moreover, Iran's orientation toward the US is not Inflexible and unguestioning.
From time to time Iranian military leaders have indicated their dissatisfaction over
the scale of US military assistance to Iran (as compared o that provided Turkey and
Greece) and over dilficulties they have encouniered in oblaining malériel under the
US arms credil program. Other indications that Iran does not consider itself rigidly
bound to the S ar+ provided by recent popular support for a palicy of strict nentrality,
which was reflecied in the attempts to resirict the scope of the US miitary missions,
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and by the renewed demand for Irenian control of the Bahreln Islands, In disregard of
US and British interests

Iran Iz also constantly threalened by Soviet subversive efforts within the
eountry. The USSR continues to use {ts commercial enterprises to facilitate the move-
ments and operstions of Ils agenls and has reportedly attempted lo regaln influence
over Iranian aviation through the purchase of Iranian Alrways Company shares by
such agents Current Soviet covert activity, while present in many paris of Iran,
appears to be concentrated mainly in the northweslern province of Azerbaljan. Armed
groups from the USSR have attempted to enter Iranian territory, Barzanl tribal ele-
ments and former members of the Demoeratic Party of Azerbaijan who [ound refuge
in the USSR are reportedly belng made ready for action, and Soviel agents infiltrate
Kurdish tribes. The USSR has further indicated its interest in the area by ralsing
the former Soviet vice-consular post at Maku 1o a consulale. Recently, a clandestine
radio (apparently operating in Soviet lerritory) announced the formation of an “Ager-
baijan Free State” under General Gholan Yahya Daneshian, who fled to the USSR
following the collapse of the autonomous Azerbaljan regime in 1946, While this action
may be bul another phase of the Soviel war of nerves, Il may presage a new attempt
to establish an sutonomous government in Azerbaljan. In additlon to supporting
autonomist movements, the USSR could construe any disturbances, especially in Azer-
baijan or other sensitive areas adjacent to its border (which 15 but 125 miles from the
USSR's vital Baku ollfields), as a threat to Soviet security and might use such sccuc-
rences as a pretext for direct intervention

b. Relations with the UK.

Eritish policy toward Iran s pow in general accord with that of the US, although
the UK has at times dlsplayed Indications of willingness o permil Soviet economic
penetration into northern Iran, apparently in the belief thet such a policy would protect
the Anglo-Tranian OHl Company from Soviet-inspired atlacks

The UK has exclusive treaty agreements with the Shetkh of Bahrein and will
certainly continue Lo deny Iran‘s claim to the Bahrein Islands Future contention
between the UK and Iran may arise over the revision of the Anglo-Tranian Ofl Company
contract terms proposed by Iran and over the extension of the charler of the British-
owned Imperial Bank of Tran. Recent [ranian Cabinetis, however, have contained
Influentiz]l meémbers generally considered pro-Britlsh, and it is nol likely that Angle-
Iranian negotiations will become 50 acrimonious as Lo jeopardize relations belween the
bwo countries

¢, Relalions with Stales of the Middle East.

The dispute over the division of the waters of the Helmand River has seriously
strained Iranian-Afghan relatlons. The US has proposed the establishment of 2 neutral
mixed commission of technical experts to investigale the silustion as the most prac-
ticable means of arriving at a solution of the problem. While both Iran and Afghanis-
tan have accepled this proposal in prinelple, differences regarding procedure still exist.
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Individual Tranians (especially the Moslem religious leaders) have spoken outl
sbrongly against the eslablishment of Israel, and there ks generally an undercurrent of
sympathy for the Arab cause. Iran has shown no inclinalon, however, 1o Eive direct
support to the aclvily of the Arab stales against the Jews. Jewish communities in
Iran have not been molested, '

§. ProEasLE DEVELOPMENTL

Although the situation in Iran is characterized by disunlon, procrastination, and
irresponsibility, no major change in the current reglme is expected in the near future.
The government will probably continue to be controlled by the conservalive elements
which dominate the Majlis and (1o a less degree) by the clergy, who are now engaged in
efforts Lo revive orthodox Islam. These controlling forces will be opposed by Iranians
who earnestly desire social reforms, by those favoring greater power for the Shah, and
by pro-Soviet elements of the population. Unscrupulous and opportunist leaders of
various groups will continue to collaborate against whalever government is in power,
and Auctuating alignments (as In the past) will confuse the political scene and obstruct
legislation. The pro-Bovielt Tudeh Party, which is now reasserting itself, will undoubt-
edly attempt to caplitalize on the confusion.

Econpmic evlls such as deficit financing, unfavorable trade balances, hoarding
of and speculation in staples, inflated living costs, inadequate wages, and unempiloy-
ment may be expected (o continue for some time. Popular and political pressure will
probably compel the government to underiake a definite program of economic and
social improvements, but Jong delays in implemenlatlion of the program are almost
certain.  Diszalisfaction with the povermment and the Majlis will increase: the Shah
will fes| encouraged Lo préss for greater power; and Soviet sympathizers will be stimu-
lated to grealer activity.

Soviel pressure against Iran will undoubledly continue. The elimination of
US influence and the establishment of a strong pro-Soviel subversive element are
primary objectives in the Soviet program for gaining a preponderant influence in Iran,
The Soviet Unilen may be expected o press its demands for an oll concession, in order
to wipe out the humillation of Iran’s rejection of the oll protocol in 1947, re-establish a
foothold in northern Iran, and obtain economic benefits. The Soviels may attempt to
gain cantrol of strategic rallways and ports through the Tudeh Party's influence among
rafl and dock workers, and they will continue to restrict trade, at propitious times, for
the purpase of damaging the economy of Iran’s northern provinces.

Mounting tension growing out of Iran's continued resistance to Soviet pressures
may provoke Incldents leading to direct Soviel interventlon; the Soviets may be en-
couraged to Lake such action by btheir belief that the US and the UK would not react
drastically to Boviel n-muanIrnn_ particularly if it were confined to northern Tran, AL
the moment, however, there |8 no evidence that the USSR considers its relations with
Iran so critical as to call for armed intervention. It s therefare more likely that the
USSR will continue for the Ume being its present polley of diplomatic browbeating,
subversive activity, and other methods short of war,
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Although Iran currently inlends to continue s resistance Lo the USSR and its
reliance on the US, the UK, and the UN for support, Iranian policy cannot be considered
inflexible. Under extreme Soviel pressure Iran may waver belween consolidating its
ties with the Western Powers, adopling o polley of strict neutrality, and conciliating
the USSR. Aware of its extremely vulnerable position, Iran will be greatly Influenced
at such & time by the momentary extent of Its confidence in the determination and the

abillty of the Weatern Powers Lo protect it against the USSR
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THE CURRENT SITUATION IN IRAN

SUMMARY

The stabilily of goverrunent in Iran has
{ncreased markedly durlng the spring of 1949,
Internal securily has been maintelped on a
relotively high level, Sovict threats and pres-
sures have been firmly resisted, and important
steps bave been taken Lo improve the natlonat
economy and imcrease the operstional ef-
ciency of the government. The fight for
supremacy between conflicting groups, how-
ever, remains as a threat to internal stability.
This threat may become aggravated if the
Shah and the army seek to increase their
authority further.

Before the atiempt on the Shah's life in
February, there had been a frend toward in-
stabilily 85 a result of Lrrespoosibility on the
part of the country’s legisialors. The at-
tempted assassination, however, bad a unify-
jng effect on the government, and the Majlis
registered somie notable secomplishments In-
cluding the approval of measures curbing s
hitherlo unchecked authorily and granting
greater powers to the Shah. The govern-
ment took tne occaslon to outlaw the reswr-
gent Tudeh Party (a potentlally daogerous
Soviet tool) ellhough no evidence was pro-
duced that the attack on the Shah was a
Tudeh plot, and martial law was gradually
extended throughout the country.

In the economle field, the government has
made unexpected progress in drafting s
seven-year plan for large-scale economic and
social Improvemont. Nevertheless, sertous
economic ils remain to cocourage popular
discontent, and there are ceriain to be delays
and obstructions in the implementation of
the Seven Year Plan.

The Iranian military high commeand has
continued ils policy of integraling the Lribes

fnto Irsn’s defense scheme and has made
plans to {ncorporate the pgendarmerie intp
the army.* The army has repelied a number
of attacks by Soviet frontier forces but would
be unable to offer effective reslstance to ap
actual Soviet imvasion. The Shah and the
Chief of Staff are cager to increase the slze of
the army, claiming that such an Increase
would permit Iran's forces to lake effective
delaying action in the event of an {nvasion
by the USSR, The army is able to maintaln
internal sccurify, and its capabilities in this
respoct are belng considerably increased by
the arrival of US military supplfes.

Tran's position vis-3-vis the USSR continues
precarious, althougii the Iranian Government
has not been intimidated by vitriole prope-
ganda, repeated border violations, and diplo-
matic profesis and threats. ‘The curbing of
the Tudeh Party undoubtedly hampered Soviet
political activities in Iran, and efforts will car-
tainly e made to resuscitate the party. The
USSR is very resentful of US activitles in {ran
and has endeavered to establish a case for in.
eoking Arlicle VI of the 1821 Irano-Soviet
Trealy, which permits the entry of Sovie!
Lroops wto [ran under certain conditions if it
appears that the latter is befng used by a thurd
party as a base from wihich to attack the
USSR. 1L is considered unitkely, however,
that the USSR would be willing to resort to
duect intervention at this time. The Krem.
lin will, however, continue to apply strong
politicat and psychological pressures in an
effort to force Iran into submission.

¢ Information hax just been recelved thal these
plans were put inlo clleet on 29 Moy, The merger
\$ for o sux-month trial period and must be avthor-
ized by the Majlis before (L takes permanent ¢fecl.

Note: The lntelligence organizatlons of the Departments of State, Anmy, Navy, and the Alr
Force have concurred in this report. It is based un inforpyation avallable o CIA 8s
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While Iran Is cxpected to maintatn its re-
sistance to Soviet pressures and to strengthen
its Western alignment, it will remaln jnsistent
on more ald from the US.  If, however, it loscs

confidence in US and UK support, It may adopt
a policy of neutrality or even feel compelied to
enter tnto a disadvontageous arrangement
with the USSR



THE CURRENT SITUATION IN IRAN

1. Political Situation.

Iran's political stabllity increased consider-
ably during the spring of 1945. Up through
late 1948, the disunity and inactivity which
had long hampered governmental processes
continued in effect. The Majlis—{ree of any
checks on its authority, besef with Intrigue,
and devoted to the self-interest of its mem-
bers—remained deaf to pleas that it pass
nceded legislation and continued to snipe st
the governments it had put in office. When
a new government under Mohammad Saed
took office in November 1948, it required more
than a month to obtain even a bare vote of
confidence from the Majlis and appeared
doomed to ¢ven quicker frustration than its
predecessor, the Abdo! Hossein Hafir govern-
ment, which had been able to accomplish vir-
tually nolhing during (ts five months In office.

During {be next few weeks Saed was able to
line up the support of most of the groups in
the Maills, including the largest faction, that
of former Prime Minister Qavam es Sultaneh,
and he succeeded {o getting the Majls to ap-
‘prove the government’s budget for the remain-
ing four months of the fiscal year—an achieve-
meint no other government had made In years.
Before Sacd could make further progress, how-
ever, his coalition became embrolled in a dis-
pute between the forces of the court and those
of Qavany, who was attempting to win exoner-
atlon from charges of malfeasance. (The
Shah, ambltious for himself and for Iran, be-
came more impatient than ¢ver over the short-
comings of copstitutional government.}
Meanwhlie, the contlnuing stagnation of gov-
erpment was parlly responstble for the resur-
gence of the pro-Soviet Tudeb Parly, which
had becn rapidly gaining strength during
1948,

These  tendencies toward disintegration
were abruptly checked by the aitempled as-
sassination of the Shah on 4 February 1948,
Although it has been cstablished that the
would-be assassin was an adherent of the Tu-

deh Parly as well as & reporier {or lhe news-
paper of s fanatical Maoslem soclely, the ate
tempt itself, while probably inspired by Tudeb
propaganda, appears to have been an act of
{ndividual terroriszm rather than part of a
widespread plot.  In any event, it provoked no
outbreaks on the part of dissident groups in
the population. The altack, nevertheless, had
a profound effect on the political community
und provided the regime with sn opportunity
for strengthening its position. The govern-
ment took the occaslon to erack down on its
opponents and gradually extended martial law
throughout most of Iran. The Tudeh Party,
charged with responsibility for the attempt
on the Shab, was immedlately outlawed, and
several hundred of {ts key members were ar-
resied, although about twenly of the party's
top men escaped, some reportedly to the sanc-
tuary of the Soviet Embassy. The govern-
ment also moved to deport its principal re-
lglous opponent, the fanatical Mullah Kas-
hani, and to apprehend other non-leftist op-
ponents of the regime.  Qavam, the only polit-
jcal figure capable of rivaling the Sbab in
political power, found it expedient to depart
for Paris.

Other changes in Iranian politicsl life took
place In the wake of the assassination atl-
tempt: the {riction between the Shah and the
Majlis (which had often left the prime minis-
ter in the middle) was eased; the consiliu-
tienal framework for cffective government was
strengthened; and the stalled legisiative ma-
chincry was set in motion. It was at first
feared that the Shah, who had at various times
during the previous year tried unsuccessfully
to obtain greater powers, would take advantage
of the situation to sesk dlctatorial suthority.
Instead, however, he shrewdly called in a rep-
resentative group of elder statesmen and ¢n-
listed thelr support and guidance for a mod-
crate constitutionat reforom program, widch
would be effected by an cleclive constituent
assembly {0 be called for the second Ume in
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the forty-three years of the constitution's ex-
isteace.

In a burst of energy which would have
scemed impossible slx months previous, the
Majlls: (1) extended Prime Minister Saed &
nearly unanimous vote of confidence (thus
strengthening the government’s hand in the
difficult negotlations with the Anglo-Iranlan
Oll Company about to take place); (2) ap-
proved the long-discussed Seven-Year Plan
bill for economic development; (8) authorized
convocation of the Constituent Assembly asked
for by the Shah; and (4), as final proof of its
changed sattitude, approved the bill as re-
quested by the Shah for convoking a Senale.
(When the Majiis opposed an ill-pdvised gov-
ernment-sponsored bill drastically curblng
frecdom of the press, however, it indlcated that
its cooperation did not extend to Indiscrim-
inate approval of greater powers {or the Shah.)
The trend foward cooperalion was continued
when the Copstituent Assembly, made up
largely of members of the Maflis and of other
potables backed by the court-army group, ac-
complished {ts task In less than three weeks
after its convocation on 21 April.

The principal result of these events has been
& shift in the balance of power {rom the Majlls
to the Shab. Under the more important of
the two constitutional amendments sdopted
by the Asserably (the other provides a regular
procedure for making future amendments),
the Shah Is authorized to dissolve Par-
liargpent—although not more than once on
the same issue and new eleclions must be
called promptly. As a resull, he now has a
constitutional weapon against dilatory legis-
lators. The cstablishment of the Senate,
half of whose rmembers are to be named by
the Shah, will also increase the influence of
the court and will provide a counterwelght
against factional irresponsibility.  Bean-
while, the new strength of the courtarmy
group will undoubtedly be reflected in the
elections for the XVI Majlis scheduled to be-
gin late in May—nolwithstanding army as-
surances that martial law will be Mifted during
the balloting period.

Prime Minister Saed's position has also im-
proved in the last few months. Despite his
apparent lack of full support from the Shah,

the smaliness of his personal following, and a
reputation for Umited execulive ability, Sacd
has cxhibited great skill and acumen in re
taining the support of the factions in the
Majlis wlile cooperating with the Shah. Al
though 4 violent sllack in the Majlis in Aprit
agalnst Chief of Staff Razmara raised doubts
as to the durabllity of political harmony in
Iran, Saed emerged with a strong vote of con.
Qidence. e is currently faced with growing
criticlsm over Iran's failure to obtaln US aid
comparable to that furnished Turkey, but this
issue is unlikely to have any significant effect
on the current domestic political situation,
and Saed will probably retaln office until after
the clections because of his proved political
skill and the belief of many deputies that their
best chance of re-election les fn continuing
to support him. Whether be stays on after
the new Majlis meets will depend for the most
part on the Shah

The Shah is expected to take an increasing-
1y active part in the direction of his country’s
affairs. He will support measures for soclal
and economic Improvement and will contlnue
to maintain a stifl policy toward the USSR, in
line with the attitude he has consistently held
fn the past. The increased influence of the
Shah way allenate ambltious political leaders

- anxious to dominate the Iranian polltical

scene; at the samo time, it may encourage
strong army personalities to press for & mili-
tary dictatorship.

2. Economic Situation.

Iran’s economic sltuation continues favore-
ble in certain important respects. Crop con-
ditions are generally good; government res-
enues, contrary to budget estimates, exceed
txpenditures; and the constderable revenues
from Anglo-Iranjan Oil Company (AIOC) op-
erations are cxpected to be doubled in the
near future.

Serious economic problems, however, per-
slst. Despite 8 harvest in 1848 which was
considered sufficient to meet the country’s
grain needs, severe local bread shortages de-
veloped, apparently as the result of hoarding,
smuggling, and maladministration. The gov-
ernment was compeled to deplete s stocks
In an cffort to maintain supplies of low-cost
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bread and was also forced to import consider-
able quantities of grain. Other ceonomic ilis
Include constant exploitation of the peasants
by landowners, a general low standard of Uv-
ing, high commodity prices, low industria!
wages, and chronle unemployment. The ab-
sence of serious unrest in the eountry indi-
cates that thus far labor has accepted these
conditions with stolelsm; nevertheless, the sit
uation is sufficiently dangerous for the gov-
ernment to feel that, by way of appeasing
Jabor, it must keep great nurnbers of workers
nominally employed in the government fac-
torles, an lmportant factor in unprofitable
operations. While the outlawing of the Tu-
deh Party has driven its labor union activities
underground, the Tudch plaiform undoubt-
edly still appeals to the workers of Iran, and
the party will conlinue o be a force in the
ranks of labor. The synihetic government-
sponsored labor unjons are voclferousty anti-
Tudeh but have developed no positive program
destgned to appeal to the workers.

Recenlly there has been unexpected prog-
ress toward scetting in motion a comprehensive
economic-development program. During the
winter, an assoclation of US engineers, Over-
seas Consultants Ing, {(OCI), made surveeys of
the country and reported that a large-sesle
developraent program, properly administered,
was practical in Iran. Onr 15 February the
Majlis approved the Seven-Year Plan bill for
economie and social improvement. The gov-
crnment is tentatively autlhorized o proceed
with execuling 2 program involving the ex-
penditure of $656 million.®  The program will
be financed partly through current revenues
and partly through loans. The bill provides
for the government Lo divert all of its ol rev-
enues Lo the program; under torms now being
offered by AIOC, these would approximate $75

* The program Includes housing and munlcipal
IDiprovements, public healih measures, expanded
educationgl facilities, and the canstructon of gov-
ermument bulldings; agricullural profocis, and the
importation of agricuitural machinery and ferty-
lizers, expansion and tmprovement of railroads,
roads, ports, and atrports; (mprovement and ¢xpan-
slon of industey and minlng, formation of a goe-
crmment petroleum company W develop the oll ve-
Sources ln areas oulside the ATOC concession: and
the recquipruent of the post and telegraph systems.

million annually. The bill also authorizes a
ioan equalling some $140 milllon from the Na-
tional Bank of Iran (Bank Melll) and-em.
powers Lthe executors of the program to nego-
tiate g loan ranging up to $250 milion from
the Internalfonsl Bank [or Reconstructlon
and Development (IBRD), subject to the ap-
proval of the Majlls. While IBRD hes shown
some interest in the program, it has refused to
commit itsclf regarding a loan and has indl-
cated that Iran must make spepific requests
on the basis of projects fully blueprinted.

Actual work under the program can begln
once the Majlis Program Comrnission has ap-
proved the recommendations of the Planning
Organization, and once the functlonal organi-
zation has been established. Delays will oe-
cur and the Shah, while expressing & deter-
mination to carry out the plan, may In some
degrce subordinate the interests of the pro-
gram to those of the army.

While the program appcass sound, its suc-
cessful execution will require close foreign
supervision, both technical and flnancial, in
view of local lnexperience and inefiiclency and
the prevalence of graf{t. Fallure of the pro-
grem or protracted delays would result in dis-
usionment and dissatisfaction, which would
seriously affect the stability of the govern-
ment and would benefit the Tudch Party in its
attempts to orient the Iranian people toward
the Soviet Unlon.

3. Military Situation.

Iran's armed forces,* the army and the
gendarmerle, exert a major Influence on the
lfe and stability of the country. Not only
are they responsible for internal security and
the protection of the fronticrs, but they also

* Iran's regular armed forcoce total aboul 136,000
officers and men; of these aboub 111,000, including
around 600 naval and 2,200 alr psrsonne), arc {n the
army and about 25,000 in the gendarmerie. In addi-
tion to thess forcos the army has tralned and
aquipped a purober of tribesmen as auxiliaries. As
part of Its eflorts to paln tribal cooperation, the
arnty eommand {nvited 300 tribal leaderz W a series
of conferences, demonstrations, and exér¢lses held (n
Tehran during Seplomber 1948, The cHcctivensexs of
this polcy Is revealed by tbe unusual degrec of
teunquilty prevalling fn tribal areas and the
assistance rendered the army by tribesmen along
the Sovist horder.
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play an lmportant role in the political life of
the nation, Over wide arcas, especially In the
tribal districts, the army exercises—even (n
the absence of martial law—functlons belong-
ing to civil authorities, and exerts strong po-
Htleal influence by interfering in cleclions.
The gendarmerie, which is at present under
the Minlstry of Interior and is therefore a civil
organization,® wiclds & simlilar influénce
through Its intimate contact with the popu-
lation throughout the country.

The srmy, with the possible exception of
minor elements, {s loyal fo the Shah, {ts Com-
mander-in-Chief, and bas a major part in
mafotaining his policies. The recently adopt-
ed concilistory policy toward the tribes has
not only enhanced the army's abllity to wain-
tain internal order and to resist Soviet efforts
at pepetration but has also secured additional
support for the Shah and the government.

The principal weakness of the armed forees
is widespread corruption, especially among the
officers (attributable in part to thelr low pay),
and a falr for intrigue among higher officers
who are rivals for power. The bitler feud be-
tween the Chlef of Staff, General Razmars,
and the Minister of War, General Ahmadi, is
a conspicuocus cxample of this rivalry. De-
spite Ahmadi's efforts to unscat Razmara, who
is considered to be Yran's most able officer with
influence second only fo that of the Shah, it
is tlkely that Razmara will continue for some
time in his present capacity.

The Shah and the Chief of Staff are per-
sistent In their desire to Increase the slze of
the army, having named figures ranging from
150,000 to 300,000, They claim that a sub-
stantially larger army could effect a delaylng
action against armed aggression which would
provide time for assistance to reach Iran from
oufside. This year's Increased army budget
{366 miilion as opposed Lo last year's $56 mil-
lion}) suggesis that an expansion of the army
is definitely contemplated or possibly aiready
under way,

The armed forces 'will be appreciably
strengthened by US military equipment and
supplies which commenced arriving in Iran
in February. The materlsl falis short of
Iran’s origlnal request, however, and consid-

erable additional cquipment would be required
If the army were increased cven to 150,000
men,

The Shah and the Chief of Staff are also
considering merglng the bulk of the gendar-
merie with the army.® If this merger is ef-
fected, the army’s infuence in civil affalrs will
be conslderably Increased. While the merger
could concelvably strengthen the security of
Iran by giving more unified direction to the
armed forces, the proposal has been inter-
preted by Uberal opposition elements as a step
toward autocratic control, and &8s such it
could arouse considerable animosity agalnst
the Shah and the Chief of Staff. This move
would, moreover, readily lend itself to propa-
ganda exploitation by the USSR. It might
also prejudice the continued existence of the
US Miitary Misslon to the gendarmere,
thereby reducing US contacts and influence
in Iran.

Iran's armed forees are adequate for main.
faining internal order, controlling the fron-
tiers, and suppressiog any dissidents who un-
der Soviet inspiration might seek to enter Iran
by foree in order to overthrow the central gov-
ernment or o detach the provinee of Azer-
baljan from Iran—so long, that Is, as these
dissident elements are not provided with
strong armed support by the USSR, Although
the Shah Insisis that the army would resist a
Soviet invasion, it is unlikely that the present
Iranfan forees could offer more than token
resistance. I Iran's army were better trained
and cquipped, it might offer limited delaying
ascton against such an invasion. Further-
more, Y properly {rained, organized, and
equipped, selected army units could in coop-
eration with the tribes carry on guerrilla op-
erations in areas sultable to this type of war-
fare. The scope and the effectiveness of such
guerrilla activities would be dependent on the

¢ The mergér was actually effected on 26 May,
Uander the plsn (which {5 belng carrled oul on 2
siz-month triul basis und must be authorized by the
Majlis before it cap take permanent effect), the
army asqumes command of the entire gendarmerte,
altbough 4,000-5,000 membors are to be detalled back
to the civilian Mintstry of Interior for the execution
of cirll fuspctlons.
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equipment and direetion supplied by-the US
or the UK.

4. Foreign Affairs,

«.. Relations with the USSR and the US.

The tactics employed by the SBoviet Unlon
agalnst Iran during the past months have
netted the Soviets no langible benefits. Meas-
ures taken by the Iranlan Government, on
the other hand, have sppreclably strength-
ened Iran's ability (at least temporarily) to
counter Sovict subversive aclivitles and to re-
slst Soviet pressures. Iran's continued abil-
ity to counter these efforis of the USSR will
depend, in the long run, on the steps the gov-
ermment takes to improve the lot of the masses
and on the degree of support given Iran by
the US and the UK.

While the USSR bas made no further de-
mands on Iran by way of official noles since
the serles delivered during the first balf of
1948, it has malntained steady pressure by
means of subversive activitles and an intensi-
fled war of nerves. Thus the Soviels alded
the resurgent Tudeh Party to such an extent
that by the end of 1948 it bad developed into
& serious threat against Iranfan stabillty, and
early in 1949 the govermument setzed the op-
portunity provided by the attack on the Shah
to outlaw the party. Furthermore, a “Free
Demoeratle Azerbaljan Government-in-Exile”
was formed, according to the Sovlet radlo, by
members of the defunct autonomous regime
in Azerbaljan who had fled to the USSR, The
radio claimed that the government-in-exile
would lUberate Azerbaljan and reestablish a
“demoecratic” government there. Also, Soviet
agents among Kurdish tribes in northwestern
Iran and in other areas of the Near and Mid-
dio East have been agltating for the estab-
Ushment of 8 Kurdish national state. The
idea of Rurdish independence bas been played
up by the Soviet radio and by clandestinely
distributed Jterature; and it has been intl-
mated that the Barzant Kurds, who during
the latter part of 1947 fled from Iraq through
Iran into the USSR, would return forelbly at
a proplilous time. The USSR’s war of nerves
against Iran consists of a relentless radio and
press campaign against the Shah, the gov-
emment, and US activities in Iran; armed

atiacks on Iranian frontier posts; ostentatious
military maneuvers near tho border; and vari-
ous diplomatic maneuvers.

While the Soviet campalgn has caused con-
siderable speculation and worry, Iran has not
been intlmidated by these tactics. Formerly
wary of offending the Kremlin, the Iraniap
Government has not only repudiated with
vigor the charges put forth by the Soviet radio
and press but has even accused the Soviet au-
thorities of suppressing individual freedom
within the USSR and has publicized the inci-
dents along the border. Seven such incidents
have been reported durlng the past nine
months, and they appear o be of a4 more seri-
ous nature than previous ones. The Iranian
farces bave resisted all these attacks, and the
Iranian high command feels that the army
will continue capable of contalning such ac-
tivities and of frustrating any Kurdish separa-
tist movement.

On the diplomatle front, there {5 Hitle doubt
that the Soviets have attempted to build up a
case for Invoking Axticle VI of the 1921 Irane-
Soviel Treaty, which permits Soviet forces to
enter Iran If It appears that the latter would
be used by a third party as a base of operations
ogainst the USSR.*  This third party bas been
identified a5 the US on various occaslons—in
the serles of Soviet notes delivered to Iran in
1848, In verbal statements by the Soviet Am.
bassador In Tehran, and {n newspaper articles
and radio broadcasts. Although Iran has
denied these allegations, the government heas
been concerned over the mellon which Ehe
USSR might take allegedly under the lerms of
the treaty. The TIranlan Government has,
however, been reluctant to fite with the Secur-
ity Counctl a record of Soviet interference since
1948, when the Sccurity Counecll voted (o re-
tain the Iranisn case on its agenda.  Although
such a move by Iran might act as a deterrent
to possible overt action by the USSR and al-
though the US and UK assured Iran of their
support In the Securily Councll, the Iranians
consider that the step would be untimely and
might even be provocative to the USSR.

® A subsaquent exchange of notes defined the
“third party™ as partisane of the former regime in
Ru=zda or & forelgn power seexing restoration af
that repime,
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While Sovict press and radio allegations re-
garding US activities in Tran suggest that the
Soviet Union s stil intent on establishing the
applicability of the 1921 treaty to the current
situation, the trealy probably will not be in-
voked at this time. Reluctance to {nvoke it
may be attributed to the Soviet's concern over
intermational reactions, and their consclous-
ness of the spurlousness of their clalms.
Nevertheless, the possibllity of Sovlet roflitary
interventlon can never be ruled out altogether.

There are several other developments which
have a bearlng on current relations between
the two countries. The Irantan Government
in August 1948 notifled the USSR that the con-
sular representation of the two countries must
be placed on a reciprocal basls. The USSR In-
formed the {ranian Government In March that,
because of Iran's hostile atlitude, it was clos-
ing all its consulates {n Iran at once and re-
quested that Iran take similar action.  Soviet
intentions are, however, obseured by the fact
that thus far the USSR has proceeded to close
but four of its cleven consulates and has given
no indication that it will close the remainder.
Iran has only one consulate in the USSR {at
Baku) ; this it contlnues to malotain.®

With a view to elminating one possible
cause, or excuse, for incidents along the Soviet-
Irandan border. the Yranian Government in
early April consldered requesting that the two
governments jointly undertake to delimit those
parts of the frontier which are in dispute. No
action has yet been taken in this matter.

The departure of the Soviet Ambassador for
Moscow in April may be without special signif-
icance, but it is considered lkely that the
Kremlin is engaged in re-cxamining Soviet-
Iranian relations for the purpose of determin.
ing what tactics may be most effectively em-
ployed against Iran.

During recent months the Iranian Govern-
ment bas looked more and more to others for
support sgainst possible Soviet action. Al
though, spurred by the North Atlantic Trealy,
it has considered strengthening the Saadabad
Pucl and forming a more extensive reglonal

*The Tranian Forcign Minister hngs now an-
nounced at 4 presg conference that according to an
agreement belween Tran and the USSR, the re-
spective consulzics of both counirics will be closd.

pact, increased US ald has been its chlef ob-
jective. The¢ Shah, the Chlef of Staff, and
other leaders have again and again cited the
strategie importance of Iran and. its present
vulnerability in an cffort to obtaln military
ald from the US comparable to that given
Turkey so that the strength and efficlency of
the army may be increased. Recently the
Irirce Minister personsally directed a written
appeal {0 the US for various categories of ald
afmed at Increasing the general welfare of the
Iranien people. Thus the Iranlan Govern-
ment, while expresstng gratitude for US state
ments mentioning Iran gpecifically as & coun-
try in which the US is concerned, is constantly
asking for more tangible evidence that US
interest in the security of Iran is sufiiclent to
provide a guarantee against Soviet aggression.
b. Relations with the UK. :

British policy toward Iran continues to be
generally in accord with that of the US, the
UK strongly supporting US efforts to bulld
up Iranlan resistance to Soviet pressures. Al-
though protracted negotiations between the
UK and Iran concerning the Anglo-Iranian
Oil Company (the UK's primary interest in
Iran) have so far been inconcluslive, it is ex-
pected that agreement will eventually be
reached greatly increasing Iran's revenues
from the company’s operations. The British

feared that their second most tmportant in-

terest In the country, the Imperial Bank of
Iran, might have to close its doors in view of
stringent icglslation proposed by the Governor
of the Bank Melli (the National Bank of
Iran). An agreement has been reached with
the Iranian Government, bowever, which will
enable the bank to continue to function salis-
factorily.

¢. Relations with Other Middle Eastern
lates.

Iran’s relations with its neighbors continue
to be fricndly. Agreemnent has now been
réached on the employment of neutral experts
to make recommendations for distributing the
Helmand River waters, a problem which has
caused recurrént friction between Iran and
Afghanistan,

The matter of sub-surface mineral rights
in the Persian Guif has still to be settled by
the littoral countries. The possibility of a
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violent reaction in Iran, if the Saudl Arsblan
Government had issued without prior advice
to Iran o proclamation on s clalm, has been
dimintshed by Iran’s preparation of a simliar
clalm for its side of the Gulf.

5. Probable Future Developments

‘The relatively bigh degree of internal secu-
rity now preeatling in Iran s expected Lo con-
tinue. Government stabliity will probably be
maintained at Its present level, and greater
administrative efclency may . resudt from re-
cent measures almed at speeding up the opera-
tions of the Majlis. While the government
will continue In the hands of the present rul-
{ng groups, the Shah Is expected fo exert
greater contro! than in the past. Some prog-
ress will be made in enacting long-delayed
social legislation and {n blue-printing the
seven-year economic improvement program,
but serious delays may well develop in the
execeution of new laws and in the implementa-
tion of the seven-year program.  Should these
delays be protracted, the Tudeb movement,
which remalns potentlally a powerful foree,
and other subversive elements will gaip in
strengih. They will find a fertile field for their
activities in growing popular discontent, es-
pecially among the unemployed in industrial
areas and among the people of Azerbaljan,
where dissstsfaction with the central govern-
ment has long existed.

Recent Soviet actions have further ocbscured
the USSR’s immedinte intentions toward Iran.
While the USER's Irapjap policy is probably
undergoing review by the Kremlin with the
ald of Ambassador Sadchikov, any new tactcs
decided upon are not likely to be set in opera-
tion untll the outcome of the Conference of
Forelgn Ministers af Paris becomes manifest,

It may be expected, however, that the USSR
will maintain its support of the Tudeh Party
and other subversive clements and will carry
on (ts propaganda directed townrd undermin-
ing the renien Government. It will continue
to promote pationslisin among the RKurds and
secesslonlsms among the Azerbaljands. One
of iis prineipal immedinte objeclives will con-
tinue to be the elimination of US influence In
Iran and the re-establishment of Soviet su-
premacy In the northern part of the country.®
It may Increase its military attacks along the
Iranian frontler and its mililary operations
in areas north of the border. The lkelihood,
however, of an armed invasion and of the oc-
cupation of Azerbaljan and other northem
provinces still seemns remote, although the pos-
sibuity of such drastic action cannot be ruled
out altogether.

Iran will continue to resist Soviet pressure
suecessfully, barring large-scale armed inter-
vention. The Iranlan Covernment will
strengihen its alignment with the Western
Powers, provided it Is sufficlently encournged.
Iran will, however, continug to be extremely
sensilive to any fluctuations in US Interest and
support. It will persist in itg appeal for di-
rect ald, especlally of & military nature com-
perable to that allotted Turkey. (It may also
explore {urtber the possibllities of devcloping
a reglonnl pact.) Lacking sufelent encour-
ageroent from the US and UK, Iran may re-
vert to a policy of neutrality or even feel com-
pelied to enter inlo s disadvantageous arrange-
ment with the USSR.

“he contrgl of Azncbalfan, which contains one-
fifth of Iran’s population and Is its principel food-
producing nrea, would sériously endanger Ilran's
existence a3 an Independent state,
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THE TUDEH PARTY: VEHICLE OF COMMUNISM IN IRAN

SUMMARY

Although the now banned Tudeh (Bdasses)
Party of Iran purports to be only & home-
grown reformist movement of Marxist lean-
ings, it s, for all practical purpases, the Com-
mun!si Party of Iran. Pa.rtypropagand.ahas
consistently parroted the Cammunist lne

while the party organization in the fleld lms .

repeatedly acted to advance the Soviet in-
lerest. The party machinery, organized
along Communist Unes of \“democratic cen-
tralist ™ has been dominated from the outset
by & combinatlon of veteran Soviet-trained

agitators and Marxist inteHectuals, most of -

whom have been comrades in arms ever since
they were thrown together in the prisons of
Iran during the Reza Shah regime.  There is
every indicatlon that the Tudeh Party, like
the openly Communist parties of other coun-
tries, enfoys direct command llaison with the
USSR,

The Tudeh Parly is signlicant not only
because of Its Soviet connections, which make
it the logical nucleus for a quisling govern-
rnent should the USSR accelerate its efforts to
interfere in Imn, but also because of the head
star{ it bas obtained in rousing certzin {m-
portant elements of the Iranlan people from
their political apatby. The otber parties
which have sprung up in Iran since the fall
of the Reza Shah dictatorsiip are at present
chiefly loose associations of notables, leaving
the Tudeh Party as the only political group
which has achieved any degrec of genuine
popular support. Although the Tudeh or-
ganization has scarcely begun to oOrganize
Iran’s vast pessantry, it has madc notable
strides in the towms, which constitute the
principal centers of power and control in Iran,
Utiizing the Tudeh-created Central United
Councll of Trade Unlons, the party at one time

Note:

had more than 70,000 members—aboutl one-
third of Iran’s industrial populaticn—and has
been particularly active in such key Installa-
tlons as the Iranian State Railway, the Anglo-
Iranlan Ol Cumpany, and governmcnt-owned
{actories.

Thus far the party has not been completely
successtul In capitallzing ‘on its opportunities,
Its varlous atfempts to oblaln power In 1948,
culminating In the establishment of the Azer-
badjan People’'s Republic by a Tudeh offshoot,
proved premsature; the parfy recelved a severe
setback just as fts streagih was increasing
most rapldly. In February 1949, when mem-
bersiip was belleved to number some 25,000
and the party’s comeback was far from comt-
plcte, the Tudeh organization was outlawed
by the Iranlan Government, and a number of
its lcaders were arrested (and later convicled)
on charges of treasonable actvity.

Despite these reverses, the Tudeh Party will
continue to be an important factor in Iran's
future so long as the lagping of social and
economic reform creates a reservoir of popu-
lar unrest upon which to draw. VWhile the
party has been temporarily driven under-
ground, il will undoubtedly proceed with its
announced intentions of carrying on the
struggle, elthough the leadership may eveatu-
ally feel it wise to set up a new organlzation
ostensibly free of Communlst associations. It
ks hardly likely that the Tudeh leadership has
any real hope of grinlng power through peace-
ful means, especially in view of the tight con-
Lral over electoral processes exercised by Iran’s
present ruling class. As a more or less con-
spiratorial group, however, the Tudeh organi-
zation is well fitted {o further Sovict policy
by undertaking sabotage, work stoppages, and

The Intelligence orpanizations of the Deparlmenls of State, Army, Novy, and the

Alr Porco bhave concurred in this report. It 1s based on Information avallable to CTA )

as of 15 May 1949, .
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disturbances at eritical points within Iran or  Government if unaccompanied by pelive
by setting up 2 new group of regional suton-  Soviet assistance, they conld be arranged so
omist movements. Although such ects would g5 to furnish a pretext for Soviet Intorgen-
not constitute & deeisive threat to the Iraplan ton in Iran. - '
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. THE TUDEH PARTY: VEHICLE OF COMMUNISM IN IRAN

1. Historical Introduction.

- The Tudeh (Masses) Party represents the
culmination of & revolutionary movement ex-
.tending &s far back as the Airst decado of the
twentieth century, when Russian radicals be-
gan to use the kiberal Iranlan press then in
existence to attack the Czarist regime and to
. prepare Iran for radleal government.  Follow-
Ing the Dolshevik selxure of power In Russia
In.1917, Communist agent activity in Iran
Inereased. ' A Soviet Republic of Gllan was
- proclaimed in 1920 and a Communist-backed
revoll took place at Tabriz In 1621. Both of
these revolutionary eforts, however, soon ¢ol-
“lapsed In the wake of the Treaty of Friendshlp
gigned by Iran and the USSR In 1921, and the
Iranian agents of the USSR turned their at-
tentlon to the organization of peasant and
. labor groups along the Casplan coast and at

Tehran. These cfforts were Interrupted In,

1929, when the mutocratic regime of Reza
.5hah suppressed the labor movement and ar-
Tested some fifty of its lcadors, bat they wera
shortly thereafter resumed. -

* By the latter thirtics the Soviet-trained rev-
alutionaries had been joined hy & new class of
opponents of the Reza Shah dictatorship—
Iranlan intellectuals, many of whom had be-
come converted to Marxista,  The chief mem-
ber of this element, & persuasive German-
educated professor named Dr. Tagl Eranf,
was arrested along with a pumber of his fol-
lowers in May 1937; in the so-called Trial of
the Fifty-three * in November of the following
year, forty-five of thia group were convicted of
recelving funds from the USSR and of Com-
munlst sctivity and were sentenced to penal
servitude in the Qasr-e-Qajar Prison near Teh-
ran. There, despite strict regulations, they
managed Lo associate with the Soviet-trained
agitators who had been prevlously imprisoned
and to obtain newspapers and study mate-
rials. Although Erani died In prison, his fol-
lowers, who had entered Qasr-c-Qajer Prison es

——

* Actually, anly forty-ninc weore Lried.
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inquisitive Intellectuals, emergcd BRE B d.b;.d
plined band of Communlsts."

. AtthemdofAugusthl Bﬂt:lshm.d
Soviet troops entered Iran, foreing the callspee
of the Reza Sbah regime. - According to the
‘Tudeh Party's own secount, 1ts first arganiza-
Honal meeting was held searcely & manth
later, on'5 Gclober, at the Tehran home of
Soleyman Mghsen Eskandarl- The prison-
trained proup of revolutlonaries formed the
majority of the party foundors; at least throe
of the five men at the original had
come recently from fall, while most of the
nineteen men who jolned soon afterwards were

_ graduates of the Qasr-e-Qajar Prizon, releasad

under & law passed 16 September g:mntfn.g
amnesty to politicel prisoners.
- At first set up as the Tudeh Stock Compa.ny
the group soon assumed the permanent name
of the Tudeh-Party of Iran, thereupon devot-
Ing 1942 and most of 1943 to recroiting mem-
bers, establishing a parly press, and settng
up connections with the labor movement and
other front organizations. By early 1943, the
party was publishing three daily newspapers
in Tehran, had organized some twenty liberal
newspapers [nlo a loose federation known as
the United National Front {later Freedom
Front), and had fostered the establishment of
the Central Unijted Councll of Trade Unicns.
By the fall of 1943, when elections for the XTIV
Majlls began, the party was ready for Its first
real tesi

The party made a strenuous effort In the
Mafjlis elections and derponstrated far greater
strength than had been expected, particularly
in the north, where the Soviet garrison com-
manders gave jt useful (although less than
maximum) support. Nine deputies, Inciud-
ing slx members of the party Central Com-
mittee, were seated under the Tudeh label

** Jafar Pishevari one ef the older group of
prisoners, laler wrote of the Eranl group: “They
learni¢d (rom ug how 1o resdst and endure . .. Doc-
tors and professors who were the intellectuals of
Lran acled llke trained political weurlors™
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(Ja'far Pishevari, Jater head of the {ree Azer-.

batjzn regime, was clected from Tabriz but
the Majlis refused to seat him), while an add(-
tional seven deputles are belisved to have been
covert members of the party. This smalt
Tudeh “fraction” in the Majlis—more alert,
more skilled in debate, and more sure of por-
pose than the other deputies—was very oul-

spokent In the chamber and did much to ob- -

struct the legislative process. Meanwhile, the
Tudeh arganiration In the fleld worked to
strengthen its hand in for the
Soviet-directed attempt to shatter the Tehran
government’s authority which was made at
the end of the war.

At the end of September. 1943 a group of
Tudeh-backed army officers began & prems-
ture revolt In-the Khorasan area east of the
Casplan Sea.- Meanwhile, however, ths very

sctivé Tabriz section of the party had set 1t~

s2lf up as a new and nominally distinct organ-
ifzation, the Democratle Party of Axerballan,
pnd had begun its agitation for autonomy.
By the spring of 1946 the Imnla.n dovernment
was confronted with Soviet-backed autono-
mous regimes {n both Azerhaljan and Eurdis-
tan, new Tudeh ggitation In EMorasan and
along the Casplan coast, Soviel demands for
an all coneession, and strong opposition from
the right-wing politiclans The term of the
XIV Majlis was ending In confusion, iis final
sesglons left quorumless because of the Tudeh
demonstrators ‘massed before its roeeting
place. :

Prime Minister Qavam, enabled to act free-
ly by the adjowrnment of the Mejlis on 16
March, turned first agalnst the so-called reac-
Uonory elcment in the opposition, arresting
Sayyld Zia ad-din Tabatabal and Geperal
Hasan Arfa and ending the activitles of Say-
yid- Zia's allegedly anti-Soviet Natlonal Will
Party. Toward the USSR and 1is supporters,
Qavam adopted A conefliatory pollcy, with an
immediate view to obtalning the evacuation
of Soviet cccupation troops from Iran. In
Mazandaran the Tudeh Party proceeded to
arm the workers, to take over the government-
owned factorles, and to police communiea-
tions The Tudech-backed Central United
Council of Trade Unions sponsored a rash of
unauthorized sirikes, Tudeh members seized

factories at Isfahan, and party speakers at
Abadan heaped abuse on the government and
the Anglo-Iranian Ol Company, all -without
governmental oppesitfon. In June a prelim-

inary agreement was reached between Qavam
and the “Azerbaljan -Democratic ..Covern-
ment,” while Abbas Eskandar), brother of the
Tuadeh Party leader, was named mayoer of
Tebran; In Angust, Qavam named three prom-

Inent Tyudeh leaders to hia cahinet, thus enabl-

ing them to place joyal followers in important
government posts, even in such former right-
wing strongholds as Yard and Kerman,.

The mushrooming of Tudeh influence was
soon checked, howover, -Qavam was already
becaming annayed with the Tudeh Party be-
cause of its pressure for. ratification of the
Soviet oll concesslon agreement and for spe-
cific conecsstons In the forthcoming elactions,
and when the powerful Qashqal tribes openly
rebelled against the ascendancy- of Tudeh
leaders in the government, he moved effec-

. Hvely. Quickly making an agreement with

the Qashqais, he dlsmissed the Tudeh mayor
of Tehran, forced the Tudeh members cut of
his cabinet, and stressed the rapid expansion
of his own hewly {ormed polltical party, the
Democrats of Iran. Witk much of the Liter-
ate population rushing to joln the fhew party
and sentiment In favor of the. Azerbaijan
regime fading, the government became bolder.

- Within a month efter 8 Tudeh-sponsored gen-

cral strike took place in Tehran on 12 Navem-
ber, the Tudeh press was suppressed, and on
13 December the Azerbaijan reglme collapsed
ln the face of govermment troops sent in to
supervise the electlons there. .Some of the
Tudch-dominated factories were occupled by
troops, scores of Tudeh and labor leaders were
arrested, and in several towns the Tudeh party
and labor clubs were closed.

The party reeled beforc these blows., Iis
leaders faded briefly from sight and then an-
nounced that the party would boycott the
conilng electlons. A period of soul searching
followed. Moderate members deserted to the
Democrats of LIean, while some of the intel-
lectuals issued pamphlets attacking the radi-
cal end “l-defined and disorganized course”
of the party. On 1 January 1947 the Central
Commfttee was replaced by a Temporary Ex-

[ ]
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ecutive Council, and the Tudeh leadership
confessed that the party, by encouraging
quantity rather than guality, had granted
" membership to corrupt opportunists and ad-
venturers who had Ignored the instructions of
the Central Commiltise and Injured the feel-
ings of many of thelr fellow countrymen. -

The party began the long road back by with-
diawing into’ reo local cells, which
operated quietly and withotit publicity. How-
ever, the national organization slowly began to
revive.  As early as June 1847 Qavam allegedly
affered cabinet positions to the party, and dur-
ing the fal! of 1947 -parHcularly after ‘the
‘passage of A’ general’ amnesty bUl by the
MafHs—members of the old Democratic Parly
of Azerbaljan drifted back into the Tudel or-

- ganization' The mohkafirs | (“emlgrants™—
supposedly Iranian nationals returning after
residence within the USSR), slfting down from
the northwest, were especlnlly successful.in
penctreting the Iranlan State Raflway. In
November the leader of the trade unlon con-

* Tederatfon was released from prison, in Decem-
ber the Tudeh Youth Organization recpened
1ts ciub at Isfahan, and on May Day 1848 the
party’s Annual Congress named & new Cen-
trel Committee, in which all of those who had
been dropped after the near-debacle of 1946
were reinstated {n power. '

The party was not officially reprcsmtcd in
the Majlls, but it began to play ax increasingly
strident role in public affalrs through the me-
dlum of jis revived and revitalized préss, Dur-
Ing August 19438 the party leaders made a for-
mal presentation of demands to Prime Minls-
ter Hajir and during the fall of 1948 its press
attacks became imcreasingly- bitter. Mean-
while, the party was obviously gaining
strength with each passing month and, by its
collection and storage of arms and vehicles,
was apparently preparing for some sort of
direct action,

The revival of the Tudeh Party was abmpt-
iy halted, following the attempted assassina-
tion of the Shah on 4 February 18485, when
martial law was proclaimed throughout the
country, the Tudeh Parly was officially dis-
solved, and some five hundred individuals were
arrested on the ground that the parly had

T

e

besn invoived in the assassination plot.® Oy
23 April the trisls of some fourteen deaders
and seven lesser lights ended with-nineteen of
them sentenced to terms of one to ten-years:
On 18 May eight leaders (scven of them mem-
bers of the Central Comrittee) ‘txied in-ab-
sentia, were sentenced to death, while nina
other party members wcxe.smbe.med to tem:s ’
of five to ten years .

Desplte these blows, the 'I'm!eh Party con-

" tlmues to represent a significant threat to'Tra-

nlen stability. By virtuo of 185 broad popular

- appeal and vigorous organizational methods,

it 1s the only contemporary political organiza-
tion in Iran which has achleved any real de-
gree of support ameng the people.. Mareover,
despite its pretense-of belng only & natlonal
reform movement, the Tudeh Party s, for all,
practical pwposes, the. Iranlan Communist
Party and 15 unml.stalcably undn.r Saviet in-
fluence - .

2. Formal Progrum and Poﬁcy

Ostensibly, the Tudeh Party 1§ increly a b
eral reform orginization; theparty leadership -
has taken pains to coivey ﬂ:e!mpr&on that
Lhcpa:twashtsonlytoeﬂectthebodaJ and
economic reforms which most chtem vistors
would admit were necessary in Iran. (A sim-
tlar tactlc was adopted by the Democratic
Party of Azerba.ljau., which’ to-ok B moderate
line untl] s assimption of poweér enabled it
to start an extremely radlcal program) The
Tudeh constitution®* adopted at the Grst party

'Congress (1-12 August 1944) lists as funda-

mental aims that the parly: (1) represents
the oppressed classes of Iran; (2) stands foc
the Independence and integrity of Iran as
against colonialism; (8) favors inlernaticnal
cooperation toward the atlainment of world
peace; {(4) Is & partisan of a truly democratic
government; and (5) lg dedicated to the re-
placement of outmoded economie systems
with a progressive organization benefizial to
the majority of the people. The party pro-
gram calls for freedom of thought and expres.
sion, racial and religicus equality, universal -

- free electlons, reform of the judiciary, and

* The governmenl announced, however, thal it
would ot altempt to prascente ordinary, rank-and-
Ole members of the party.

“® See Appendix Al
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repeal of laws unjust to the masses, while the
party has also advocated such obJectives as
the elght-hour day, recognition of the rights
of unlens, soelal Insurance, protection of
mothers and children, and legal end social
equality for women Although most of its
platform relates to the laboring classes, it has
asserted that It is not merely a party ‘ol the
warkers but the spokesmsn- for 90 percent of
the natlon. It hss repeatedly stated that it
sworks to uphold the Constitation, is in no way
opposed to “constitutional laws,” and “has no
quarrel with the prlm:ipl:: of prlmte owner-
- ghip.”
" Apparently nothing has angered the Ieadr_rs
- ‘of the Tud¢h Party s0 much as the accusation
" that the party is Communistic and has tles -
with the USSR. Statements In Tudeh news-
papers and books stress the democratic, anti-
fascist, and anti-reactionary chamcter of the
parly. The official line is that the party s a
native organization, working for the good of
the Iranlan natlon, which is not and will not
become Communist; “it our party publishes
‘pro-Sovict erticles, it s because the Boviets
- fight-well agalnst the fa.sdsts." * In 1947 the

T ¥ Rahbar, T May 1S

- *Thare ssems to be an established opinlon that
the Tudeh Party is an organ of Goviet Commnu-
nlsts . . . Why conduct a one-slded pollcy? Why
think that every communist wants only the incor-
porttion of other countries Into the Sovlet Unlon?
The Tudeh works for the Iranian naliom, for the
maintenance of our own consHtuon ... Xf our
paarty publishes pro-Sovict articles, {t Ls because the
Bovlets Oght well against the fasciets, We arc sure
that the Sovict govérnment neither Intends to in-
trodocy bolshevik government In Iran, por to oc-
cupy Lran "™ )

‘The pamphlet “Know the Tudeh Party™ (Tehran,
1844) contalned the gimilar assertions that:

“The statement that the Tudah party of Iran has
commauanizt connections, o statement that the group
of Bayyld Zin [ad-din Tabatabal] are spreading
withont resson to frighten the merchants and the
capltalists, 1t an error and fax from the truth ...
Wc  belleve that communiztic and soclalistic
thoughts need speclal soclal conditions which do not
exist in Imgn aond If one day s communist party
comes Into existence In Iran that perty will posd-
tively not be Tudeh . ., In our dtualion there arc
ccrtain Ues with the Soviet government and pa-
‘tlons , . . (bul] we have confidence that the Soviet
government, contrary to what Its encmles say. has
no lnteatlon of making Yran bolshovist nor of oc-
cupying " A

Tudeh leadership felt compelled (“since the
party is pelther. communistiec nor revolution-
ary”) to denounce the “Marxist Trotskyltes”
within its ranks ag representing o “left devis-
fion.” ** Sioce then, howerver, ths Tudeh
Party bas devoted less enetgy to denying any
tes with the Soviet Unlon and more energy
Yo attacking the “cnemies” of the USSR, -
The Tudeh Party’s real bias, whils velled in
lumtemmtddmne:ﬂcdmx.lsmndna.p-
parant in its published statements .
the major outsidd powers. The official attd-
tuds of the party towgrd the US and ths UK
was at first mild; fn 1944 It spoke of establish-
i.ngngtwcrnmmt “onz tho typo of the English
. and Amerean democracles,” while the party
leaders then appeared to view the US with a
certain amount of good will. However, the
party line soon thereafter began to harden,
first against the UK and then agalnst the US
- Agminst the British, the Tadeh leaders devel-

'oped the theme of the “oms-sided policy,”

arguing that the British hed maintained dom-
Inanee over Iranlan forelgn affalrs and Ira-
nian politiclans, particularly of the reaction-
. ary element, ever since -‘the pre-World War I
strugple for influence with Russia, and that
2 pormal balance In Iranian forelgm policy
should be reestablished by development of
friendly relations with the USSR, which had
refrained from following the old Czarist policy
of Interference in Iran. In. more recent
months the Tudeh Party has also attacked the
_British on specific points, demanding that the
"Bahrein Istands in the Persian Gul, whose
ruler is In effect under & Britlsh protectorate,

** Analytls of the Conditions of the Farty, Teh-
ran, 1947, Thc wriler sarumes an slr ¢f greal in-
digontion over the atilude taken by. the “Marxist
Trotskyites”;

“They were o left deviaton who wanted to grin
control of the party by parllamenfary means
‘They sald that It was an aristoeretic party aod that
fts leaders were oot workers! They sauld that the
workers should have all sffalrs {n thelr own hands
and that they would revoit by foundlng a4 commu-
nlst party. They sajd that the Tudeh hag relations
with imperialists but that they are connected with
the Comlintern, They sald that the Tudeh party
violatad Marxist theorles and was taken o by boar-
geols democracy! They made use of phrases of
Marx, Engels, Ecnln and Glelint™

The wriler closa= by citing a passage from Lenln
against such deviatloniss
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be returned to Iran; insistlng tbat Iran Te-
celve & much greater return from the opera-
tions of the Anglo-Iranlan Oil Company; al-
leging that the Brifish-owned Imperial Bank
af Iran is operated entirely for the benafit of
the UK; steting that the Shah's visit to the
UK in the summer of 1948 was for the purpose
of recelving instructions from the British: and
repeating the common charge that many of
the present “reacHonary” leaders of Iran gre
in the pay of the British. -

With respect to the US, the Tudeh Party’s
initial good-will soon evaporated. Evidently
fearing that the US Anancisl mission (1943-
45)" might succeed in Improving the lving
conditions of the people, the party soon began
to launch attacks against Dr, Millspaugh, the
director. The Tudeh leader *Abd es-Samad
Eambsakhsh asserted in the Majls that ‘Dr.
Allspaugh was comumissiofied by certaln cap-
italists to destroy Iran's industdes and agd-
culture and in general the economics of the
" country, that he might provide markets for
those capltalists after the war is over.” -

From 1946 on, the party organs have par-
roted Soviet pronouncements about the US,
whether directly related to Iranlan affairs or
not. A party directive of October 1948 or-
dered that “the US in general and US pollcy
‘in Iran, with emphasis on the arms eredit
program In particular, showld be the subject
of severcst press attacks™ The party has
argued that the plans of Roosevelt have been
perverted and altered since his death (and
the opinions of kis former deputy, Menry Wal-
lace, ignored); has heaped criticism upon US
ald to Greeee and Turkey and on the Marshall
plan; end has flatly accused the US of having
an imperialistic pollcy deslgned “to enforce
Amcrican political, economic, and milltary
rule all over-the world.” *

* Specch by Dr, Radmanesh before Tadeh Central
Committee, Z7 October 1948, Radrianesh also
charged that; “The World War mongers, the Wall
Blrcot mesters, have started vast propagands
against e decisions of the Polsdam Confer-
ence; . . . The American policy of expansion, which
was draggiog Britaln and Franee aleng in thelr
search for dellars, prevenled the world, degtroyed
by Warld War X1, from belng converled Into & realiy
peaceiul universe ™

»
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The party ls most vehernent, as might be
expected, about US activities In Iran . It vig-
orously Opposedt.heUSmmscredltbm which
%as passed by the Majlis in’ Febtuary
1948 and bas consistently demanded dismissal
of the US mllitary missions to the Iranisn
Army and to the gendarmerle, alleging that
U3 activitles In Jran are part of a plan for
“creating military bases in varicus parts of the
world and charging that alrports are being
constructed In Yran under US supervision
According to the Tudeh doctring, the ruling
classes of Iran have declded to sarvé both the
“British and the American imperfalizms’ in
Iran . . . leb one of them have & free hand
ianearmyandgendn.rmeﬁeandlnﬂmcrca
- ton of military bases; satlaly the other one by
raising the exchange piices, robblng the Ira-
nja.noumonmes,andgmngpomtoits
agents.”

ItlswithlnthisfmmeworkthatmeTudm
Party explains Its approval of the USSR; the
party is described ag a partisan of friendship
not anly with the Boviets but with “all coun-
tries opposed to Imperialism and the wards of
imporialism In Iran” However, the charac-
ter of Tudch Ieadership and organization—as
well as jts attitude In practice—Indicate that
the party i3 linked with the USSR In far maore
substantial ways.

3. -Party Leadership.

From the very begioning, the Tudeh Party
has been under the complete demination of a
relatively small group of men, all of whom
have long been linked with the USSR by either
Marxist convictions or by actual training in
the USSR. The numerically larger element
in this group s made up of Iranian Intellec-
tuals without direct tes with the USSR; in-

ciuded among the fourteen or more members
of this group are at least nine European-edu-
cated men who were first attracted to Com-
munism through thelr advanced studies on
the Continent or through association with Dr.
Erani, and also & few prominent figures such
&s the Eskandari brothers, who are related to
the Qajar dynasty overthrown by the present
Shah’s {ather, the late Reza Shah Pahlevl
The second element in the Tudeh Party lead-
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ership is made up of such professional Soviet
ongents as Ja'far Pishevard, leader of the Azer-
baljan regime, who bas been active politically
sinee 1913 and who was one of the original
supporters of the Bolshevik. Revolutio; Rexh
Rusta, who was organizing peasant unlons in

Gilsn as long ago as 1922-23; and A:du.hn_'

COvanessian, who reportediy had already grad-
uated from the. Young Communist School in
Moseow when he was arrested for Communist
underground activity in Irun in 1934,

Despit.cthcuubule.noeo.tme'rudehf‘utys
short history, the original group-of leaders has
remalned more or less intact, thus providing
the party with remarkable continuity of lead-
e:shlp. In early 1949, nlncotthetwentytour
mrvtvlng Iounder-m.e.ug.bem were still. on the
Central Commitice, with others of the- orig-
inal group, notably Pishevard, Ovansssian, and
Rusta, unavailable only because thoy had to
dmpfrmnslghttomdethepoum. Beven
of these nine survivors, all of whom have been
members of the party Secrotariat, were mem-
bers.of. Dr. Erani’s original coterie during the
1930's. A handful of later recruits did galn
temporary prominencs, but most of them {In-
cludipg . thies deputies in the XIV Majlls-—
194446-—Shahab Ferdows, Parvin Gunabadi,
and Tagel Fedakar) have since been removed
from positions of prominence or actually dis-
missad {from the party. -

-As would be cxpected, a few of the founding |

members scem (o have dropped from sight,
presumably as thelr native abillties or Ideolog-
ical convictlons proved {nadequsate for the de-
mands of leadership, but there Is no evidence
that any of them were purged {rom the party.
Even after the establishment of the Tempo-
rary Execulive Council in January 1347, no
rellable trpined egents were expelled, and al-
though Iraj Exkandari was allegedly subfected
to disciplnary action he reappeared a year
later as a member of the Central Committee.
There is thus no basls for the falrly popular
belief that events and the passage of time have
altered the nature of the party—e belief fos-
tered by o recent statement of Abbas Eskan-
darl that the party, at first “composed of
patriotic young Iranians who feit the need for

& soctal revolution . . . unfortunately fell
under the influence of the Soviet Unfon ... *
Although there are occaslonal reports from
the fleld of disagresments within the leader-
ship befween a strongly pro-Soviet bloc and &
less radical, more natlonalistic group** the
Tudeh Party appears to have enfoyed - a great--
er degree of intemal harmony than mest Com-
munist parties have experlenced Althoogh -
the intellectualg in.the hierarchy with no di-
rect contact with the USSR—including many
indlviduals who have been well ltked and.re-

spocted in Irantan public 1fe—might be ex-_..

pected to place Iranian interests above those
of the USSR, they have consistently boen sub-
servient to Soylet dircction and have repeat-
edlyneglectedthechancotoshﬂtrmmoppor
tunistic asgitation to an_ atfempt to puszh
tluoughaspedncpmgmmdsod.slrei’olrms.

* The same bellef fx reflected In o recent article
bty s trained British observer who was in Tehran
from 1843 untl 147; “There is no doubt that there
was then [in 1942), and stfl ls, & considerahle ~
groap within the (Tudeh) party’s ranks whose latt-
wing views aro pot tainted with any subservience to

- Barlet policy, though they have rarely been ahle to

cxert much infuence in Itsa counclls ., . Az the
war drew near fta clogs ., . . the Russlans began to
look more clozely at the Tudeh party sz a posxibla
instrument of policy, {and] the more gncere sd-
vocates of reform, Uf they did not actually leavo the
party, lost whatever {nfluenco they had over ils
Une of action™

L. P. Elwell-Sulton, -rouum Paxties In Iren ™
Middle East Jounal, Jenuary IH9, pp. 47-%0

“* In the gpring of 1947, pricr Lo tho arrival tn
Iran of & WFIU delegation, Dr. Hoseln Jodat, the
deputy Fedakar, and one Tabrizl appeared to be on
the polnt of attempting ta form a more moderate
{action (o the party, but the arrival of the WFTU
party made such a more imprectcal. On 28 Apri!
1947 Fedsksar was dlzmiszed from the party. Later
reports of dissension center about Khalll Malekd,
who rlarted the shortlved splinter organlmtion,
th¢ Tudeh Hoclallst Party, in Japuary J348. During
the fall of 1947, Maledd reportediy forced 5 vole In
the Central Committee on the question of Bovlet
direction of the party and ther: are reporis that
members of Malekd’s faction were meanwhile at-
templing to galn promises of support trom the gov-
ernmeéntal Minlstry of Labor. In July 1948 & Shiraz
newspaper tlated that Malek! had taken a pro-Tite
stand In opposing the Central Commlitise’s policy
of cooperalion with the USSR, although [atér, tn
the epring of 1849, he turned up as one of the de-
fenses lawyers In the Tudeh trials before the T:hmn
Milttary Tribunal
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" Nominally the head of the party s Its secre-

tary-general—a post held by Ire] Eskandari

from the founding of the party until 1946 and
since . then by Dr, Reza Radmanesh, nntl
March 1949 an engineering professor at the
Undversity of Tehran. However, flald reporis
have sugpested that lislson with thé USSR
and, In effect, over-all confrol of the party,
have been carried on through & secret sectlon,
which probably Includes Ebsan Tabard,
Gbamr Simonlan, and Eambakhsh, and may
also 1nc1u(!¢ Rusta and Ovanesslan.

" Maferial at hand suggests that the prin-
cipal Malson agent with the USSR, and thus
the key flgure in the Tudeh hfararchy, is
Kambakhsh, a mmember of a family closely re-
1ated to the deposed Qajar dynasty who stud-
fed aeronautical engineering in Moscow dur-
Ang the 1920's, was Incarcerated for Cormmu-
-nist metivity in 1933, three years after his re-
tarn {0 Iran as an instructor in the Iranian.
Alr Force, and helped organtre the ‘Tudeh
Party following his release from rprison in
1841, Kambakhsh reporiedly went to Mos-
cow via Czechoslovakia in 1946, but is belleved
to have returned to Iran in early 1645; in De-
cember 1848, & deputy to the Maljlls from
Mazanderan stated that at least twice In the
previous six months & Soviet plane had
brought in Kamhakhsh and a Dr. Jahanshalu
to confer with Tudeh leaders.

The pattern established with other Commu-
nist and Communist-front parties suggests
that in the event of a Soviet-supported Inter-
nal upheaval, the overt leadership of the
party—Dr. Radmanesh and his intellectual ss-
soclates—would be used as 4 front during the
opening stages of the action but then would
be eliminated In favor of tralned Soviet agents
who had been tesled on the revolutionary fir-
Ing lines and who would be less Ukely to have
any scruples about Sovietzing Iran Indi-
viduals such as Rusta sand Pishevad, who have
falled to carry out thelr assignments In the
past, would probably not be given major posts.
The Ieadership would probably be entrusied
to such men as Kambakhsh, although in the
final stage control might well be taken over
by any of a number of obscure Iranian-born

Communist agents long resident in Moscow,
L Y

including such clusive figures as Lahun Ka-
vian, and Sultanzadeh.

4. Qrganization.®

‘a. The Party Proper.

Communist organizational concepts have
been applied throughout the structure of the
Tudeh Party, the hlueprint for which is con-
tained In Ovanesslan's short and largely the-
oretlcal book, Fundaemenials of the Organiza-

- tion of a Party, which was fire} published in

the Tudeh newspaper Rafibar in 1946, .Under
the standard Communist concepts of “democ-
racy” and “centralism,” which Ovanesslan
stresses as’ fundamentals of orgenization to
bo followed as though they were “holy laws,”
the national party organization Is a bierarchy
on the Boviet model—ty ve to
the will of the rank and file but in fact tightly
controlled from the top.

The basle organization in this structure iz
the Annual Corngress of the party, delegates
to which are elected, theoretically an the basis
of one for each three hundred party members,
by local conferences elected by ordinary party
members for the purpose*®- The Congress,
after theoretically making the major pollcy
declslons for the year, proceeds to pame two
interim bodles, the Inspection Commission
and the more Important Central Committee,
which functions for the Congress while the
iatter body is not in sesslon. .

The Central Committee, to which about
twenty members were named by the Congress
of May 1948, conducts plenary sesslons about
once cvery three months, leaving the continu-
ous direction of palicy to a five-man Political
Bureau or Politbureau, selected from its own
ronks. ‘The Political Bureau, In turn, names
three of Its members as a Secretariat, headed
by the party's Sccretary-General,

In practice, as with the Communist parties
of the USSR and other countries, the top
leadership is self-perpetuating and virtualiy

* Sce Appendix B for a more detailed treatment,

** Toe size of the two ~ennual” Congresses held
thus far, 164 dolegates for the first Congress which
met 1 August 1544 and 118 delegales for the meet-
Ing of May 1948, do not furnish a reliable indicattan
4r actual Tudeh membership.
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- free to set Itz own polcies. Judging by the

two Congressces hald thus far, the party Con-

gress, which mcets only at the call of the Cen-
tral Commitiee, s an occasion far cratary
Jrather than declsion-making and is expected
to ratify not only the party hlerarchy’s decl-
. slons on policy but also the new alate of Cen-
“tral Committeemen naroed by the outgolng
group. Even the plenary sessions of the Cen-
tral Commmitice rre sametimes held primarily
for the issuance of a policy statement rather
than for discussdon, as when Dr. Radmanesh
in October 1348 delivered a long analysis of
the warld situation before the Third Flenary
- Besston of the Central Commitiee. Control Is
centralized in the Political Bureau and in the
Secretarlat, which performs the day-to-day
mpuvlsiunofﬁ]lpartyn.gmdﬁw!ththecx-
ception of the Inspection Commission. .
' An’elaborate machinery.has been set up
under the Cenfral Committee, Political Bu-
rean, end Secretariat to direct party activity
fn the fleld. At the top of this administrative
hierarchy are & number of stafl zections with
- broad functional the most Im-
portant of them being the Puhliclty Sectiom,
which Is responsible for all aspects-of agita-
Hon end propaganda; the Organizalion See-
tiop; which would appear to be charged with
selecton, assignment, and promotion of party
functionaries; and the Defensz and Security
Commission (sometimes referred to as the In-
telligence and Vengeance Committee), which
has the task of dcefending the party against
internal or external atfacks. Tho Publicity
Section s & particularly vigorous agency of
the party, being responsible not oniy for the
publication of Tudeh newspapers, books, and
handbills but also for the malntenance of
party clubhouses, schools, and movie houses
and tbe preparation.of coll meeting materials.
The Defense and Security Commission, which
is apparentiy headed by the party Secretary-
General, Dr. Radmanesh, runs the party's
courts and {5 also probably responsible for the
other secret police establishments which the
party is known to maintain, including a
prison in Tehran, an espionage organization,
slrong-arm squads, and arsenals. In -addi-
tion to such major stadl scctlons, other Godies

have been set up to deal with special groups
in the population, Including the Tudeh Youth
Organlzation, the Tudeh Women's Organira-
tion, & Peasanls’ Commission, and & Minori-
Hes Commission. Itls probable th.nt. a 'I‘rﬂnl
Oomml.sslon also eﬂsts. -

" Tudeh Party orga.nimtlnn in t.hc fleld is
based.on the hauza, or cell, which containg
betwoen four and sixty memhors nomally.
There appear to be three types of such cells:
the gulld or craft type, used to organize such
groups as chauffeurs and truckdrivers; the
tacbou-ytype,usedtocrganlmanuwwku's
in a glven plant; and the area typs. There
may also ba special cells for soldlers, peasants,
women, youth, and for members of particu-
larly secret party activities. In places where
party membership iz high, there Is an inter-
medlate organization, comprising between
four and twently-five Aauza, known as a rabal,
These essentlailly local o:ganh.atio.ns -are
usually linked with national headquarters by
a serles of conferences and committess, on the
model of the dountrywide -Annual Congress
and the Central Commlittee, although 'in cer-
tain arcas only & gkeleton intermedidte organ-
{zaton muay be in existence. Relations be-
tween the Secretariat and the party's local
unlts are supervised by the Tehran Provinelal
Orgenizalion Committee, which maintains
contacts with representative regional com-
mittees on behalf of the national headquar-
ters. .

b. The Central Unifed Council of Trade
Urions,

A major position in the Tudeh organiza-
tlon is occupied, for all practical purposes, by
the nominally independent Central United
Council of Trade Unlons (CUCTU), which was
organized In May 1943 by Rusta and other
Tudeh leaders, many of whom had beer: active
In the labor movement before Rezm Shah
clamped down on unionism in 1528, The
CUCTU organization chart parallels that of
the Tudeh Party—including such agencies as
a Central Executive Conunitise, a Secretariat,
and an Inspection Commission—and a num-
ber of key individuals bave held similar PO
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sitions In both organizations.*
1947, after both the CUCTU and the Xranian
Government had lnvited a delegation from the
World Federation of Trade Unlons (WFTU)
1o visit Iran,** Rusta was remgved
from his position as Secretary-Qeneral ¢ of the
CUCTU and a new Central Executive Com-
mittee “elected”™ by the government-directed
workers, but this switch had no lacting re-
mits. Two of the threé WFTU observers, &
Soviet rtpm‘:ent.aﬂve and g Lebanese Commu-
nist, censured the Iranian (Government for &x-
isting labor conditions but made no comment
on the CUCTU. . The Brlfish membar of the
"WFTIU delegation, however, reported that the
Tudeh Party.and the COCTU were “one and
.the same party,” adding that “all those {n the
trade union organization called it the Tudeh
" .In the fleld, the COCTU and the Tudeh
Parly have worked closely together In both
labor organization and political demonstra-
. tions, and in genoral their fortunes have risen
ard fallen together, Originally set up in the
textile plants of Isfahan, the COCTU grew
steadily In gize as the wor drew to a élose,
making particular progress along the Casplan
Bea coast, in the Anglo-Franlan Ot Company’s
Installations, end In the state rallroad system.
Under Qavam's policy of cocperation with the
Tudeh Party, a comprehensive labor law was
enaeted by cabinet decree on 18 May 1846 and
during the fali of the same year a Ministry of
Labor was established—into which the

"« Although the rostcts of the Centrpl Execulive
Commitice are not avallable, Rusta, Iraj Eskandari
and Bamad Haldmi, all of the Tudch Ceniral Com-
miltee, were COUCTY delegates 1o the WEFTU confer-
entes In October 1045, and 1t {5 known Lhat other
members of the Tudeh Central Committeo have also
sarved with the CUCTU.

*s The WFTU, at itg Parls Conference in Febru-
ary 1847, accepted the Invitation, paming a three.
man committee consisting of thé famopus Lebancse
Communist leader, Mustofo Aris, as chalrman Pelr
A Borlsov, as Soviet represaotative, and Edgar
Philips Harrle:s, as British representative. The
commitice loi{t Parls toward the end of February
and went to Moicow, where it remained for some
Ume, It arrived in Tehron In May I94T.

In February )

ET D

CUCTU promply arranged to infiltrate Com-

munist advisors,**® At the height of ifs power,

the CUCTU boasted 186 affiiated unlons and
approxmately 200,000 members.

The CUCTU demonstraled ils strength dur:
Ing the summer of 1946, When its meirtbers
setzed the Isfahan fectorles in deﬁance of a
government order for 8 torty-day mtuaum
period and staged a short but violent Etrike
at the Abadan refinerdes while its demnands
were being consldered by a special commis-
sion at Tehran However, its vistons of tri-
vmph were shorfdlved. After the Tudeh
members wc:e dropped from the cabinet in
October, a new labor tede.ra.t:lon, ho Central
Labor Syndicate, was established under Qa-
vam's party, aud after the CUCTU bad staged
an unsuccessful ‘gencral st.rﬂce n Tehran in
November, the government closed down the
laborc.lubs,mestedord.lsmssedmof
workers, and set about megn.l;ﬂng eamtrol of
the Mazanderan {actorles which the workers
bad selzed. On 15 AprQl 1847, while the
WFTU observers were stiil present, Rusts, was
jafled on charges of embezzling ene million
rials in union funds and of indulging in vari-
ous trm.sonable activities..

Since Rusta’s arrest the CUCI‘Uha.s been
in a decline, despite the fallure of the govern-
ment-directed Central Labor Syndlcate to at-
tract worker support. Rusta was released in
November 1547 on bail of one milllon rials
supplied by Tudeh leaders, bul he has neither
been bricd por publicly active singe then and
is belleved to be In the USSR. He is prob-
ably still ttular head of the CUCTT, although
there are indications that Dr. Jodal or Mo
hammad Beggerat! of the Tudeh Central Com-

*v* During O¢tober 1946, after the Iranlan Goy-
crumtent had asked the Freoch Minisicy of Labor to
tupply three non-partisan French unton leaders bo
adrige the Iranlan Labor Ministry, Atighetch) of the’
CUCTU wrotle Rusta from Paris stating that he had
quletly arranged to have {wo “comrades” (Le. Com-
munlsts) named and hoped 10 be able to do Lhe
game for the third position. 'The letler was later
rtized LY the Iranlan polleea,
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active control.®
~ The CUCTU hes been consistenfly pro-So-
viet in the WFTU, tothe October 1945 meet-
ing of whbich it sent & delegation headed by
Iraj Eskandar! when the pgovernment- put
Rusts in fall and attempted to provide a dele-
gation of its own. The WFTU recognized the
CUCTU &s the sole representative of Iranian
labar in the summer of 1946, and in June of
the following year censured the Iraclan Gov-
ermnment for “anu-democranc" anti-unlon
practices.

c. Affillated Organfzatimu

"7The Tudeh Party bas been Involved with a
number of other organizations, including eev-
eral gbortive regional groups similar to the
Democratic Party of Azerbalfan; the Irano-
Soviet Relatlons Soclety; the sHll active Re-
venge Party, organized in Azerbaifan in 1947;
and the Qoran Soclety, which was reportedly
50t up, as & cover for iBegal Tudeh activities
in the armed forces. Included among the or-

ganizauonswmchha.vebeenuﬂkedwﬂhthe.

'Ihd.e.hPa:tyaretwomombmd]ybasedre-
Iormparﬂmwhlchult!matn]ytdlapartss
the result of Tudeh penetration: the Antd-
Fascist Soclely, which was founded in 1942
by Mostafz Fateh, the highest ranking Ira-
nlan officlal of the Anglo-Iranian Ofl Com-
pany; and the Jangal Parly, which re-ap-
peared during the winter of 1945 in Mazande-
ran and Gilan provinces under the leadership
of Esma'il Khan Jangali and was represented
in the XTIV Majlis by Muzaflarzadeh, a deputy
from' Rasht. ‘The Antl-Fasclst Society and
Its newspaper Mardum soon fell under Tudeh
control, with the result that Fateh resigned
In October 1942, The Jangal Party fell apart
during the critical fall of 1646, with the larger
part of the membership tm!ting with the
Tudeh Party.

The only splinter party to emerge from the
Tudeh rapks thus far is the Tudeh Soclalist

* According to & CUCTU slatement of 29 January
1948 the orgaolzation was headed by an Acting

Committee. The CUCTY falled to elect o Cenlral -

Executive Commitiae In May of that year, possibly
because Rusta’s followers wished Lo avold an Inter-
nal strogele with a fmuun headed by one Sayyid
Bagher Emaml, .E

Society, which was announced on 6 January
1948, by twelve moderately Important Tudeh
leaders with the statement that they dld not
oppose the Tudeh Party but wished to pro-

" mote their own glightly different vlews. This

group falled to get the trade union support it
sought and vanlshed wﬂ.h.ln less than g
month, .
d. Soviet Cooperation wlth the Parﬁy
A great mumber of crganizational contacts

exist between the Soviet agencles in Iran and-
. the Tudeh Party. Although the formal rela-
tlonships Involvod cannot be preclsely deflned,

It appears that Soviet guldance iz extended
to the party through the Embassy, and to a
lesser extent through the Soviet consulates
and satallite diplomatic establishments, while
the more practical types of Soviet support are
provided through appropriate Soviet commer-
clat and cultural crganizations in Iran. The
assistance provided by such organizations is
conslderable. ‘The Soviet Hosplital at Tehran
has supplled the party with newsprint;
Transovtrans has supplied ‘weapons and ve-
hicles, bas transported Individuals, and has
maintained eourier services; Iranlan-Soviet
Fisheries Company** has used its boals to
smugele individuals and weapons into Xran;
and VOKS and Tass have supplled prop-
aganda materlal. A number of Soviet or-
ganizations have supplied the party with fi-
nancial assistance, and there 1s even a report,
as yel unconfirmed, that the party recefves
(via the Czechoslovaklan Legation) a monthly
subsidy of 2,225,000 rlals ($69,000) in cash or
casily disposable merchandise. In ‘Tehrian,
mohajirs have been supplied with second-
hand clothing to hawk In the street and have
recelved free meals at the Hotel Gilan-i-No
against ration cards {ssued by the Soviet Em-
bassy. Agents have been supplied for Tudeh
organizational work; for example, a Czecho-
slovakian Cornomunist named Franz Jingar
has Deen aclive with the party at Istahan,
while a Russlan-born agent named Hushangi
was at one time the leader of organizational
activity at Nowshahr, on the Caspian Sea.
Finally, alter the party was suppressed early
in February 1949, the Soviets made available

** Sherkat-e~-Shilat—e-Iran-va-Shurayl,
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the focllilics of the Baku radlo for long state-
ments by the Tudeh Central Committer and
the Tudeh Youth Orpganization proclaiming
thelrintention to carry on the struggle.

5. - Size and Charader of Membership.

Because of the marked fluctuations which
bhave taken place in the Tudeh Parly's
strength and the-surveptitious quallty it pos-
pessed even before its recent dissolution, it is
difficult to estimate with any accuracy the
number of supporters the party could muster
at any tima* - The party was clearly never &
true mass party; the best aveilable estimates
place its 1945 strength at 69,000 rather than
at the 200,000 members (most of whom would
presumably be also members of ‘the Tudeh
Party) dalmedbytthUCI‘UatthaWFTU
. meeting of that year. Despite the party’s re-
covery of ground following its near-collapse
in the winter of 194647, total Tudeh-CUCTU
active membership just prior to the outlawing
of the party In the spring of 1949 was prob-
. ably in the nelghborhood of cnly 25,000, with
the hard core of fanatic Communists number-
ing somewhere botween 104 and 500. Some
sixty percent .of this merobershlp consists of
factory and rallroad workers, with the rematn-
der scattered rather evenly through Iran's
other soclal ¢lasses. The country's predomi-
nant peasant population accounts for only
about efght percent of the mmbersh.lp total.
Tehran probably contains about half of the
party’s members, other centers of party
strength being located at Abadan and Khor-
ramshahr, Isfahan, Mashhad, Qazvin, Ahvaz,
and Rasht.**

Although these estimates class the Tudeh
Parly as a conspiratorial party rather than as
a full-grown papulsr movement, they repre-
zent—even In the party’s present shrunken
state—a notable potential strength at such
key points as the ollfields, the raliroads, and
the factories, and among the intellectual
classes. This strength is augmented by the
existence of various categories of secret mem-

® Scc Appendix C for discossion 0f membership
cstimates, .

** There i¢ probably also conslferable party
streagth In Azerbaljan, although ovart Tudeh-DPA
Actlvities have been banned there ever zinee 1944
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bers or feliow travellers who might be ex-
pecled to assist the party openly in any new
test. Ome group ls exemplified: by, the two
high-ranking Ministry of the Interor officials
in Azerbaijan who suddenly emerged. as DPA
members {n 1645 and by the apparently sed-
ous, conservative Anglo-Iranian Olf Company
representative st an international-petrolenm
conference who turned out to be.a member of
the Tudeh Party. . Another group consists of
& pumber of intellectuals and goclally well-
placed opponents of the Pahlevl regime such
a5 Mohammad.Tagg! Bahar, a poct-professor
who is known throughout Iran as the “King
of the Poets,” and Manuchehr and Iran Tey-
murtash, whose father was Minlster of Court
under Reza Shah. Bommnnuchchrandhls
sisbe: are violently a.ntl-oourt. N

LS

6. Capabilities of ﬁw Party.

Despite the act that -the Tudeh Party is
for ‘the moment officlally defunct, ‘with its
principal leaders either in prison ar o h.ldi.ng, .

it continues to mprwenl. a m.njor Tastar in

Iran’s political future. ‘As a comspiratorial
body it already possesses both. the.leadershlp
andthecrgan!mtionmqtdrodtosotnpa
qulsling government undar the pmtecmm of
Soviet arms. Moreover. although the Tudeh
leaders have thus far been frustrated in their
efforts to generate a genulne.ly large-scale
popular following, they have succeeded In pro-
ducing the biggest, the most cohesive, 'and
the best organized of any of Iran's polifical
partics; in & country where constitutional
governmeat has Just, begun to emerge, theirs
is the anly political organization whleh hes
made any real headway in rousing the labor-
ing population from its political apathy.
There s little doubt that the party, under its
former name or & new one, will resume ils
organization work at the carliest opportunity,
regardless of whether or not it 1s restored to a
legal status.

The speed and extent of the Tudeh Party's
revival will depend not only on the repressive
action laken against it but also on soclal and
econontic conditions within Iran.  So long as
genuine soclal and economic improverents
lag, the party's tnternal reform program will
have an obvious appeal {o all of the politically
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consclous classes except for the more well-to-
do, while the party’s posttive approach and
conspiratorial organization will continue to
provide an attractive antidote to the sense of
frustration which pervades certain sections of
the Imnian population today. -These appeals,
which are counter-helanced somewhat by the
individualisra of the Iranlan and by the dis-
trust inspired by the party's obvious connec-
‘tions with the USSR, are not as yet strong In -
the hinterland. Xt is doubtful that the party
will be able to wean the majar -tribes away
from thelr traditional loyaities ® or that, {n
- the short run, it will have any notable success
in stimplating. politica! conscljusness smorng -
the peasants who form the preponderant ele-
- ment in the Iranlan population. Neverthe-
less, over the next few years the party may
-well be able to bulld up conslderably greater
strength in the towns, which consttute the
principal ‘centers of power and control in Iran.

. For the future, the Tudeh Party appears
committed to tactics of upheaval, not only be-
cause of Its Sovlet connections but also be-
canse of the internal situation it faces. In.
view of the limited number of distriets In
which the Tudch organlzation would have
any real hope of commanding & majority and
"the Hght control over electorn! processes ex-
erclsed by Iran's rullng class, It Is doubtful -
that the party would bo able to gain control
of the government through peaceful means
in the foresceable future. Omn the other hand,

*The only excepiions are such traditionilly dis-
contented minority groups as the Kurds, Com-
munist agitation among the Kurds appearz to have
bern: carried out by Sovlet ngenls directly, however,
rather than through the Tudeh organization.

SEKET

Its potential at Such key points as the oil re-
fineries, the state raflrcads, and tho state-
owned factorles makes It ideally situated for

‘atternpts either to intimidate the government -’

through political strikes or to provide active -
nss!st.maetothoUBSRtmwgb,dcmonstm-_
tions, riots, and sahotage. Tudeh plans for -
participation in a Soviet-backed revolt (which
are probably already in ‘existence) may well .
contaln provisions for breaking up the parly
to provide naw drganizations gulted to the ns- |
cessitics of the moment. .Tha party leaders
mjghtthusdeddetomplnoethe'rudnhor-
ganization with reglonal separatist groups, as
they did In Azerbaijan in 1946, or might fcel
it expedlent to sef up splinter.groups, ostenst-

'blyfreeo:tthommunlstsﬂgma.morde:to

obtain wider popular support

‘Although the Tudeh Party would scarcely
attempt to gain power without the active cal-.
laboration of the USSR, In'such a case the
Tudeh leadership would undoubtedly attempt

_at first to portray its relationship with the

Sovicts rs one of frlendly cooperation rather
than subsérvience, particularly In view of the
falling off in popular support which resulted
from overt dependence on the Soviets In Azer-,
baljan In 1946. As the parly’s control was
consolldated, however, a period of reshuffling

-would undoubtedly follow, in which the more

idealistic, fellow travelling element in the
hierarchy would be displaced and the Com-
munist character of the fop leadership re-
vealed. In time, other changes might take
place; control of the party might be assumed
by ebscure Iranian Communlsts long resident
within the USSR. '
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APPENDIX A -

CONSTITUTION OF THE TUDEH PARTY OF IRAN*

F_undamen‘fol Aims of the Pcufy.v

1. The Tudeh Party of Iran is a party of the

classes who suffer oppression: the workers,
the peasants, the libertyJoving enlightsned,
the tradespoople, and the craftsmien

2. The Tudeh Party of Iran stands for the
independence and Integrity- .of Iran and
struggles against any form of colonliat pollcy
directed toward it.

ﬁ'I‘heTudehPartyofImnstandsfor-

. friendly cooperation with all liberty-loving
nations toward the attainment of the rights
of peoples and the maintenance of world

peace,

4. The Tudeh Party of Iran stands for'the °

establishment of government by the people
and for a triuly democratic regime.

5. Toe Tudeh Parly of Iran opposes such
remnants of the outworn economle regimes of
-carller scciety as pastoral economy and
feudaliszm; it stands for a progressive ¢conomic
organization, based on the malntenance of
benefits for the majority of the people of Iran.

* As conlained In The Tudeh Pariy of Iran: What
Does ¢ Say and What Does it Want? Tehran, no
date, “with the zanction of the Publiclty Commitice
of the Tudeh Party,~

The Program of the Party.

L'I‘osh-uggletowaxﬂthewtahushmentor
= democratic regtme which shall securs alf
lndlvidualnndsodnlrlghu,suchuthn!me-
doms of language, speech,wdtlng ideas, and
assembly. .

2. To struggle against dictatorial and dcs- '
potic regimes. ’

3. Tobrlngtoanendthewﬂ!ﬂdeodsoﬂhc

“police and other public servants against the
people.

4. To set up a high court for trying frans-
gressors agulnst the rights of the pesple.

5. To establish the Independence of the
Judiclary and to effeet the legal separaton of
the Judiclary from the executlvs hranch of the

- government.

8. To climinate ell Iaws and reguln.ﬂons
whicbhaveheene.naaedtothchamofthe
masses.

7. To revise the compulsory milltary service
law In the Interests of the masses.

8. To revise the electoral 1aws £o ns to guar-
antee frecdom of voting and of cholee for the
entire electorate.

9. To cstablish the complete soclal equality
of all Individuals of the Iranfan nation with-
out regard to race or religion and to grant
religions and educational freedom to t.hc
minorities.
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- APPENDIX B _ , a5

‘Fiza

I‘heorganlmuanolmmdmmrty!smp-
resented graphically in the accompanying
chart. The data incloded in the chart, as
well as the discussion of party organization
in the body of this estimate, are malnly based
on fleld reports and Ovanesslan's Pundamen-
tals of the Organization of a Party, which con-
talns marly specific yeferénces to the Tudeh
Party despite its. predominantly theoretical
" character. Noustoa.wumpanythcchart
follaw

1. Cenhu! Control Bodia.

a. Annual C:ang-rex: _f' -

'I‘heomticany, the hlghast councit or “the
party. Dalegates chosen, on call of the Cen-
tral Committee, by reglopal éonferences which
are also supposed to draw up recormmendations
for the program of the Congress. In effect,
a rally of party leaders for purposes of ratify-
ing decisions of the Central Committee which,
along with the Inspection Commission, the
Congress ‘nominnlly selects. First Congress
met ! August 1544 with 1684 delegates. Second
Congress met I May 1648 with 118 delegates.
(Bach delegate theorctically represents 300
members.)

b, Central Committee.

An Ilpterim commitiee designated by the
Congress to carry on the latter's functions
when it {5 not in session; in practice, the party’s
real policy-making hody. The Central Com-
mittee’s membership (ebout ten in the frst
Central Committee named by the 1944 Con-
gress, twenty in the Committee designated in
1948) Is supposed to Include representatives
of cach large district or provinee, but most of
the members are actually resident in Tehran,
Plenary scssions are held about once every
three months with the Tehran group meeting
about once a month. Party practice seems to
require that most of the major operational

R

. Polifled] Buréay (Poliibures: }. :
A steering subcommittes of the centml
Committee, consisting ‘of five ¥ey members,
wh!chmeehseve.ralﬂmmawﬁektoucrdse
oo::ﬁnuou.s contral overpg_x_-tyacuvitles.

o winmi g a0t ey rae
d.Smtarh_t_ ql 2oy

i I_I"'-."'

party made-up otthrwmembers of t.he Po-
litical Bureau and including the pa.rty‘s Htu:

lar head, the my:&a.ry—gﬂmnl. g

.. Inspection Commfsslon....* v |

- A gemi~secrot- body, : setond - {n - Impoitatice
on.ly to the Cenltal Coinmittee;. which 15 gimi-
lariy designated by.the Annusl Congress. -Ap-
parently members of the two committaes often
exchinge, plades in ‘alternate elections.” . Con-
trals financiai’ accounts,” :nvsﬂgates t.b.e con-
duct of party'members, And checks the organ
ization of party. ngenc.les. e

f. Secret Scction

The- llalson body betwem the Secrelarla.t
and agencles of the USSR, .-.

2, Operational Agoncies.

a. Publicify Section.

Cue of the most Important and pcrhnps the
most active unit in the party organization
Charged with responsibility for all phases of
disseminating the party’s message, following
the Communist concept of agitation (directed
at the general public) and propaganda (di-
rected toward party members). The section
fs headed by Ahmad Qasem, a prolific dialee-
tician, and has been highly successful in re-
cruiting talent from the student-intellectual
class. Major activitles Include: (1) Publlca-
tlon of the official party newspaper Mardom
at Telwan and several provincial papers at
such towns as Mashhad, Rasht, Tabriz, Tsfa-

\szﬁr 17




18 s‘%tz'r

han, end Shiraz; (2) production of handbllls,
leaflets, and 8 considerabls number of books

through the official Shalavar Press, the Atesh |
Press, and the Taban Press, which Is used for- ~
CUCTU publications; (3) management of the _

Cinema EKharshid in Tehran and ‘other-movie
houses specinliring in Soviet films,; (4) main-
tenance of -party clubhouses; .(§) the moning
of party schools; and (@) the procurement of
' b Ommdzaﬂan.s'odion. )

An important body aocordlng ta 'I‘nd.eh
statements, although- utuelsknownabout its
precise responsibilities. Probably charged with
pe:s:mnel management, including establish-
ment of new arganizations and the selection,
‘pmmotion. nnd usslgnment otparty!uncl.lon—
‘drles

c. FbuﬂdqlComndssion.

The party treasury-has had'open accounts
with the National Bank of Iran and prob-ﬂ.bly
-also administers secret funds.. . -

~d. DefemeandSecw-!tyComerﬁon.
Apparmf.ly charged with party police, ju-

.dicial. and military defense functions,

" . e..Administrdtioe Commission.

Exact functions not known. Maybean n.d-
ministrative channel between various echelons
of the organization. Reportedly runs the In-
formmation Bureau, which may be the distribu-
ting agency for the Publicity Section's output.

1. Membership Council,
Passes on membership epplications.
g. Peasants’ Commlission.

Has not appeared active but is probably de-
signed to set up & farm organ.lzal.lon parallel
to the COCTT.

h. Trival Commission.

Existence of such a body Is probable al-
though not established.

i, Minoritics Commission.

Has worked most effectively with Armenians
¥%.4.' Teacher and Student Commission,

The existence af such a commission is sug-

“gested by thie party’s success in the higher

Institutions of education, although this fleld
maybeoofemdbymagencydthePuhudty
Section. ‘
”k;NatimwlFadoryOmardmﬁm

I.!tﬂekmwnnboutthhm'ganimum. Prob-
&bly an agency fof coordination of Tudeh
Party end CUCTU policy on such matlers as
strikes and attituds toward fectory owners.

o l. Iranias Staic Raﬂzoays Central Orgarv

Probably pn.mllel to National Facl‘.ory 01'-
paniration,

m. Tudeh Youih (Ja:om—{ Tud&h)

.-Has shown, considerahle, s.cﬁvlty sloce 1047,
Ccl].s oontaln 2540 members. . Boys given In-
doctrination and. mﬂltary tm.lning giﬂ.s less
*spec.lﬂ.c instruction. -

.. Tudch Wonwu's Orgaulzaﬂan {Tashki-
lat{-Zanan-tiran}. ;

Not particularly oonsplcﬂous tor its acunt.y
Has agltated for political rlghts u.n.d ecouom.lc
freedom for Wwomen.

3. Llocal Orgunlzohoru.

Local orgrnizatlons of the party consist of
the hauza (cell) of usually four o sixty mem-
bers, the rabat or grouping of four to twenty-
fivc hauza, and the town, district and provin-
cial conferences, each of which has s control
mechanism similar to that of the national
party. Contact between local parties and the
natlonal party is maintained through the
Tehran Provipcial Organization Commlission.

S
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NOTES ON MEMBERSHIP

1. Strengfh

Estimates of the Tudeh Party's stmn,gth
vary widely. The figures used in the body of
this paper—69,000 members for 1045 and 25,
000 for early 1949—represent the most reason-
able appralsal of the number of Individuals
who would be willlng to assert .thelr loyalty
{o the party at the risk of incirring reprisals
by the government or-thelr employers. The
1945 figtire has been obtalned from the best
fleld analysis made at that tims, that of the
US Military Atftache in Tehran. The later
figure Is based on tho size of the-annual Con-
gress of May 1848. Each of 118 delegates the-

'mﬂmuympresmtedmmembers,m

& tentative total of 85,400 members. A great
numbero!delegahd,hoﬁcmr probably repre-
smtedgrwpaoﬂmthnnmmmhmmd
thmght.heputy-nppeamtohavegxmbe—
tween the spring of 1948 and early 1949, & to--
tal of 25,000 members appears to be the most
reasonable estimate of party strength at the
fime it was oullawed. It Is assumed that at
any given time.most.members .of-the CUCTU
were also members of the Tudeh Party, which
included, however,..s..considerabls element
whlehwouldnotbecllgibleforC‘U(-‘I‘Umem-
bership. Other ‘avaflable figures on Tudeh
membership are listed belgw: .-

T e

S s iy B

Sow‘ce ‘o’ B

Annual Congress had 164 -delegates,.each theomlically
representing 300 menibers.

MA Tehran, R-89-45, “The Tudeh Polltical Pa.rt‘y 27

August 1945,

Statement of Iraj Eskandar], then Party Secretary-Gen-
cral, British report 5043, 21 February 1845.

Statement of intelligence officer of US Persian Gulf
Command, Washington Post, b March 1348.

H R. Committee on Forelgn Affairs, “National and In-
ternational Movements, ITI, Communism it the Nesr

East,” Washington, 1948.

Ebon, M., World Communism Today, New York, 1849,

CIA report, "“Tudeh Party,” 4 November 1948, Based

on calculation of 1,400 cells at 125 members cach.

Annual Congress attended by 118 delegates, ca.ch theo-

retically representing 300 members.

Esttmated Membership Year
. 48,200 1944
69,000 - 1945. -.
100,000 1946
(14,000 In Tehran)
40,000 1846
(Tehran only)
250,000 (clalmed)
50,000 (hard corc)
75,000
p- 491.
175,000
35,400 1948
100-500

(Communists only)

Y

OIR Report 4489, “World Strength of Comumunist Party
Organizations,” 1 October 1947.

f-:slﬁ'r 19
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2. Composition of Membership.
The Tudeh Party’s secretary-general in 1845

then staled (British Report 65043, 21 February -
1845) that 70 percent of the party consisted .

(4

_ Oocupaﬁmwl Gmup
Laboo:
(Fa.ctaq AIOC, m.[lmad wlmu)
Transport workers .
(excluding raflroad men but {ncluding
. taxd, carriage, and truck dﬂmrs, who are
largely smohafirs)
Peasant farmers
Artisans .
© .(Baraar craﬂsmen, rug weavem. etc.)
Iﬂdd.loChss e
- {Shopkeepers, - govemme.nt nnd private
- clerlcal employees—largely Anmenlan)
Army S
Professionals
(Doctors, lawyers, mgineﬂ'B)
Intellectuals
{Teachers, joumnllsts, artists)
Btudents ‘

of workers, 20 pereent of intellectuals, and 10
percent of peasants. ‘The estimated compos]-
Umofthepartyl.nearlym{s on the basis
af 25.000 mcmbc.rs was s follows:

T e

Percentage of
Estimated Number Party Hcmbaxhip

15000 60, 0
2,000 ‘ 80
2,000 80
2,500 . 10.0
2,500 10.0
500 - 20
“100°7 A
200 3
200 B
25,000 100.0

"~{;E RET
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" APPENDIX D

SIGNIF!CA.NT BIOGRAPHICAL DATA"

Zia-al -Dln ALAMUTI

One of four brothers active in the Tudeh
movement, Zia-alDin Alamutl has achieved
praminence primarily as an agitator among
peasants and laborers in the Casplan area
Nothing 1s kmown of his carcer prior to 1841,
when he emerged (along with his brother Nur-
al-Pin, o former president of the Iranlan Clvil
Courts) as one of the founders of the Tudeh
Party. Alamutl was eleated o the Inspection
Commlssion In 1944 and was tho Tudeh leader
at Chalus In late 1945, He has since been a
member of the Central Execntive Commitice
of COUCTU and the head of the Tudeh Pro-
vinelal Councils for Mazanderan and Gilan,
and he Is belleved to have headed the Peasants
Organiration of the party. He may have been
re-named to the Tudeh Inspectlon Commission
in May 1948. Alamull was an official of the
Iranian State Raflways up-to 1949, when he
was srrested and trled along with other Tudeh
leaders before the Tehran Military Court. He
was sentenced, on 22 April, o threc years In
prison. _

Alt Bozorg ALAVI

Alav] has been active In the party from the
start and Is belleved {o have played an im-
portant role in direction of the Tudeh Youth
movement and the Nalional Factory Organ-
izatlon despite his lack of prominence as
either a public speaker or agitator. Tralned
in Germany as an englneer, Alavi later worked
for the German contractors bullding the
Trans-Iranian Raliway and taught in the

* This gppendix Uste only the 26 lndividoals most
prominently Jdentificd with the Tudeh Parly at
preseni and does nol Loclude data on eecret axents
or lezders who have dropped oul of slght. A more
complete listing, conlatnlng blographical Informa-
fion on nll koown Tudeh lenders, will be found in a
fortheo publication of thc Department of
Etate, B {4, “Leaders and members of the Tudeh
Party and ‘:erl.‘u.n Iragians cogaged 1o pro-Sorvlet
activitles.”

“German” Industrial School {n Tehran. In
1937 as & member of Dr. Erani's group, Alavi

,mmttola.n,whemhelmmodnumanmd

galned material for a book of prison remin!s
cences, and following his releass In 1941 he
helped found the Tudeh Party. Alavl was
<hosen to the Inspection Commission-in 1944

" and was named to the Central Committee In

1048. Alavi was ons of those whose arrest
was called for following the attempted assas-
&lnation of the Shah in February 1943 and he
!snowpmsumnhlylnhldlng

AU AMIREHYZT

'AuAmJ:khlz!ranksasoneofth.eTudeh
Party's mere effective organizers, particulerly
in his-native Ararbaifan, and has eonslstent.ly
been high in party cireles. Bom in Tabrx
about 1900, AmirkhizA speaks fiuant French,
Russian, and Turkish and et one time was &
teacher In the Tabrlz schools.. His revolu-
tlonary eareer began under the Reza Shah re-
gime, when he was a member of the opposition
Mosavat (Equality) Party and served in prison
for alleged Communist activity., Amirkhix
was one of the founders of the Tudeh Party in
1941 and was named {0 both the Central Com-
mittee and the Political Bureau at the second
party Copgress {o 1948. Amirkhir was the
titular head of the party’s Azerbaljan organ-
{zation in 1945, when the drive for avtonomy
started, and was acHve {n the DPA's subse-
quent assumption of power there, although the
only office he held was that of a member of
the Tabriz Municipal Counctl. He was actlve
in fomenting disturbances in Mazanderan In
carly 1946. More recently, Amirkhizt hasg
headed a number of organizing teams sent out
to the provinces, {n addition to belng & prolific
contributor to the Tudeh press. In May 1948
he secretly led such a group to Khuzistan and
in September of the same year he headed a five-
man delegation sent o Mashhad and other
parts of Ehorasan. In November 1948 he at-

= .
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tempted to recanstitute the Tudeh Party In -
Tabriz but was farced to leave by the pollce.

Eis present wheresbouts are unknown., On
18 May 1949 he was sentenced to death, in-
absentia, by the Tehran military tribunal

Gholam ‘All BABAZADEH

: mtu.alsmawnabontBabamdehmcptthat
he was named to the party Central Committes
in 1948 and I3 presently unaceounted for in the
roundup of Tudeh leaders begun In February
1949. Ho was & speaker at the first confer-
uweo“thaﬂwayWorknu‘Unlonmmetan
of 144, .

DrHohmnmadBAHRAm

Dr. Bahmmt. a German'h'a.lnad medical
‘man who was director of .the Health Organ-
fzation of the Iranian State Raflways as late
a3 June 1848, Is one’'of the most prominent
intellectuals in the party. . A member-of the
Eran] group imprisoned after his retun from
Germany, and & founder of the Tudeh Party,
Bshrami{ shared with Dr. Redmanesh, the
party’s Htuler hedd, the unique distinction of
baving been named to the party Socretariat
in both 1844 and 1848. Despite Dr, Bahrami's
high position in the party, his role appears to
be that of a policy-maker ratiier than that of
an organizer, since there I3 no cvidence of his
participation in party activities {n the field.

Mohammad BOQERATI .

Little is known of Boqerati, who reportedly
took over the leadership of the CUCTU follow-
ing Reza Rusta's prrest in April 1947, except
that he 15 another veteran of Dr. Eranl’s circle
and of the Tudeh founding group and was
named to the Central Commitiee In both 1944
and 1948. Bogeratl was cited 1o April 1945
for his leadership in Isfehan, suggesting that

he may have been the party’s original organ-
{zer there.

Abbas ESKANDART

A skdlled debater of attractive personality
long prominent in Yranian publlec life, Abbas
Eskandari must be reckoned as ome of the
Tudeh Party clrele desplite Bis announced res-
iguation from tbe party and his subsequent
carcer as a nominally {ndependent deputy in
the Majlls. The elder brother of the Tudeh

Party's first secretary-general, Eskandari, was
bom about 190 into a branch of the now de-

posed Qafar dynasty, and desplte early suceess

-85 an official spent, the years of the Reza Shah
_ Pahlev! regime in exile, in prison, o {n en-
7 “forced residence In Tehran, Hes was Hsted a5

& Boviet agent as caxly a&s 1927, Although
zmmmmmm (after helping found -

the party and after editing the first Tudsh
newspaper, Slasaf, duxing 1042) he reslgned
fram the parfy in 1843, he has sloce confinued
to turther party interests.  In 1946 ho was ap-
pointed mayor of Tehran as the Tesult of &
bargglnbet_wamPﬂmcLﬂnistuanamanﬁ
the Tudch group, and though Qavam later

‘helped him win election to the Majlis from

Hamadan, Eskandar] voted against on
& vote of confidence and has consistently op-
pom every succeeding gpovernment, He has
bempsrﬂcularlyoutspokmngatnstthcﬂm-
1ch in advocating retam of Bahrein to Iran
and the cancellation of the ATOC concesslon
In December 1948 Eskandari informed the US

that he would welcome US economic
ald for Iran, but there 15 1o more tangfble
eviderice that any change in hiz pro-Soviet
attitude has taken place. In February 1849
Eskandar] was granted a three-months leave
of absence from the Maflis and Is now pre-
sumably in Europe.

Traf ESKANDARI

Although now resident in Paris, Iraj Eskan-
dari, the Tudeh Party’s first secretary-gensral,
continues to be & major figure in the party.
A member of one branch of the depased Qajar
line bom about 1805, Eskandarl studied law
in France and then went Into practice In
Tehran. There he became a member of the
Erani group and wes imprisoned with the
others In 1937. Eskandarl was one of the
original members of the Tudeh group, along
with his brother Abbas end his uncle Soleyman
Eskandari (who would have headed the or-
ganization but for his premature death) and
in 1944 was named secretary-general as well
as editor of the Tudeh paper Rahbar. In the
previous year he had becn elected to the XTV
Mafjlls from Sarl. -He headed the 1845 CUCTU
delegation to the 1945 WFTU meetings and was
appolnted Minister of Comumerce and Industry

b
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In 1946 as part of Qavam's degl with the
Tudeh group. Following the party’s reverses
during 1946, Eskandar] went into a temporary
decling; he was not named to the Tempaorary
Executive Councll set up in carly 1947 and was
dropped -from Rahbar. Nevertheless, ho was
" renamed to the Central Commitice-(and the
Polltical Burean) In 1948 and he was ons of
the -Tudeh icaders wanted by the police in

and Is said to have been planning to set up a
French dress.ghop in Tehran as a cover for
Communist activity. Om 18 May 1049 he was
sentencedtodeath,bzabsmﬁa bythe'.'l‘ehmn
mll{tary coart,

Dr. Gholam Hosdn F'U'RUTAH (or FUR'QTAN—
RAD)

A pmtﬁssor of biology &t the Uplversity
of Tehran, Dr, Furutan was na.med to the
Temporary Exccutive Councll of the Tudeh
Party In January 1847 and to the Central
Commmittee In the foliowlhg year and has been
actlve in ‘the party’s Publiclty Sectlon. "In

February 1849 Dr. Furutan falled to heed
orders {0 appear with other Tudeh leaders
before the Tehran Military Court and in the
following month wes dismissed from his post
al the university.

Mohammad Parvin GUNABADI

Gunabadi Is a leading Tudeh Sgure in Khor-
asan, where he was borm about 1900 of &
family long noted for friendship with the
Britlsh. A onetime teacher of Persian litera-
ture at Mashhad desplte a poor education,
Gunabadi{ was named to the Tudeh Central
Committec in 1944 and durlng the same pe-
riod was & member of the editorial board of
Rahbar, editor of the Tudeh paper In Ehor-
asan, and (for a time) head of the party's
Publictty Scetfon. Gunabadi was an unsuc-
cessful candidate for a seat In the XTV Majlis
from Mashhad in 1943-44 but was later elected
from Sabzevar. His present activities are un-
known.

Samad EAKTMI

Little information Is avallable about Hakim!,
a "driving Instruector” and onetime member of
the Tudeh committee at Pol-cSa.ﬂd who was

elected to the parly’s national Central Com-
mittee In 1948, Arrested in 1949, he was one
of two Tudeh defendants acquitted by the
Tehran hﬂm.a.ry Court an 22 Apru. )

Dr Eoscin JODAT

Dr. Jodat, a professar of physlics gt the Uni-
versity of Tehran's Englneering College until
his arrest In 1649, is ong of the more active
membexs of the Tudeh blerarchy., Boamm about
1000 In Azerbaijan, Jodet was not one of the
original members of the Tudeh leadership,

'Ettehad “Party in Azerbafjan dround 1620,

However, he was elected to the Tudeh Central
Committee [n 1044 and reelected In 1848 and
he played & prominent role o the Azerbaljan
mgimea.sedmroftheudahﬂncwspaper
Jodat, as deputy and parllamentary commit-
teeman in the autonomous patllament, and as
Ministar of Arts and Sciencesin the Azerhaljan
Cabinet. -Jodat was a member of the COCTU's
Central Executlive Committee {(as well as of
the official Supreme Labor Councll) in 1847
and is one of thoss reported to have taken
Rusta's place as head of the CUCTU. He was
active in the Tudeh Youth organifation during
1048, Omne of those tried befors the Tehran
Military Court In early 1049, Jodat was sen-
tencad to flve years In prison,

'Abd ¢s-Samad KAMBAKHSH

Kambakhsh, who Is reportedly a member of
ihe all-important Secret Committee and pos-
sibly the real leader of the Tudeh Party, has
& long history of pro-Soviet activity. Born be-
tween 1902 and 1907 into a family related to
the deposed Qajar line of shahs, he attanded
the Soviet School In Tehran and studied acro-
nautical subfects in Moscow before jolnlng
the Iranian Air Force as a pifot instructor (o
1929, In 1933 he was arrested for Communist
activily and remalned in prison umtil 1941,
when he became ong of the founders of the
Tudeh Party. EKambakhsh was named to the
Tudeh Central Commilter In 1944 and, after
his election to the Majlls from Qazvin during
the same year, was en active member of the
Tudeh bloc.  He went to the USSR at the time
of the coliapse of the Azerbaijan reglme jn 1845
but Is belleved to have returned (n 1948, when
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he was again elected to the ‘Central Commit-
tee.  Since then he Is belleved: to bave oper-
ated from the:USSR, although he!tray be in
Paris at present.: He was one.of:the Tudeh
leaders wanted by the police following the at-
tempted assassination of ‘thé-Bhah' in‘eaily
1849 and.on mmmmtmoedwdﬂth.
btabmnﬂa,-bylhemmnmhnoourt.
Dr, Ferdan gESHAVARY " ¢ ':'_:';;f’
Bomabautlﬂﬂ? themptpnco!thcﬂmt
men elected to the Maflls, Dr, Eeshavarz Is a
specialist in children's diseases who recelved

pro:!omlonnl.tmtn!ngandexpai-oelnrarls .

before hecoming - professor of ;hyglene at the
University of Tehran during the middle 1930’s.

Anyputstanding gpeaker, Dr.-Ecshavare joined
the Tudeh Party soon aﬂ.ar.ltwas\ro;mded,m
elocled ms a Tudeh deputy from;Pahlevl in
1843, 'and ;was named .to_the Central: Com-
fnittee (n 1844, to the Temparary. Executive
Comell i, 1047, and to .tho xevived Central
Cammmittee- o 1848. . He: was_ editor-of . the
Tudeh paper Razm from-1944 “through 1848
and briefly ‘held the Ministry of Education
undnrQavamin :1946. .. Dr. Keshavary, evaded
. arrest by ‘the .police in fhe -February - 1849
roundup and in March 1949 was expelled from
the Unlversity. Hc Is rumored to have taken
refuge In the Soviet Embassy. - On 18 May he
was sentenced to death, i abseniia, by the
Tehran Military Court.

Nur-al-din KETANURI

A senlor lecturer on building and construe-
tion and fine arts at the University of Tchran’s
College of Fine Arts untl]l his arrest In Febru-
ary 1949, Ehianurd has been active In the
‘Tudeh Party since 1944 He was elected to
the Inspoction Commission In 1944 and to the
Central Committes in 1648 and ranunsuccess-
fully for the XV Malflis in 1047. . He was cdltor
of the CUCTU's newspaper Beshar during
1848. Khianuri was sentenced on 22 Apnl
1949 to ten years In prison_

mlnlﬂMALEKI

Ehaltl Maleld, who led the short—]ived Tudeh
Socialist Soclety In 1948, retuomed to tho po-
LlHeal scene in 1649, when, after signing a pub-
lished open letter congratulating the Shah

on-his escapd from death, he appeared as ane
of the defense lawyers In the Twdeh trizls

"Born in 1905 and educated In Berlin, Maleki

wis 4 £losé friend of Dr. Eranl and was fm-
priscned .In.1937 as ane of “the 63.” - He was
named to the Tudeh Inspoction Commlssion
in1944 and to the Temporary Exccutive Coun-
¢itin 1847, and -served under Eeshavarz In the
Iranian Ministty of Bdocation 'In 1846. A
frioquent contributor to the party press, Malekd
bis been . noted in Tudeh clreles for his

thmghgrmdmglnmtheory
Abd.oIBosd.nNUEEm P

Playwrlghl.. directo.r m'.tor mﬂsldan, and
transintor, Nushin is one of the inost notable
flgures In ‘the Tudeh group, of which he was
one of the orlginal members. Nushin hes been
active In the party leadecship throughout its

‘history, baving been named member (and pos-

sibly chalrman) of the Inspection Commission
in 1944, & member of the Temporary Executive
Counell In 1947, and a member of the Central
Oommlttee in 1948. Nushin helped set up the
Irano:Soviet Relations Soclaty In 1943 and in
1846 d1d.organizing work at Mashhad while
his Armenian wife Loretta acted as an an-
nouricer for the Azertaijan reglme’s radlo sta-
tion ot Tabriz. Nushin i3 the founder of the
Ferdows! Theater in Tehran, the most popular
and modern in the city, which has specialized
in the producton in {ranslation of European
plays critical of the upper classes, Early In
1949 the theater was closed by the government
and -Nushin himself arrested and later sen-
tenced to three years In prison.

Ardeshir (originally Ardashes) OVANESSIAN
Veteran agitator, author of the treatise on

.Tudeh Party organtization, and one of the out-

standing Soviet-trained leaders in the party,
Ovanessian was born between 1905 and 1810
at Rasht, the son of & poor earriage driver of
Armenjan extraction. Educated at Tabrlz,
Ovanessian allegedly altended the Young Com-
munist Schog! at Moscow and then went to
France before returning to Iran in 1933. He
knows Persian, Armenlan, Turki end Rusgian.
Ovanessian was arrested in 1934 as a member
of the Communist underground In Irzn and
was exiled Lo the island of Qeshm in the Per-
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sian Gulf untll the geperal release of pouticui
prisoners in 1941. A founding member of the
Tudeh Party, Ovancssian was elected to the

XV Majlls as an Armenian represcntative. in’

1844 and in the same year was-named to the
Tudeh Central Committee. In Angust 1545 he
organized ‘a peasant rebellion in Arerbaljen
and later, after the Tehran police hed found
docoments implicating him in a plot against
the government, abandoned his pesttion in the
Maflls, fed to Rasht, and eventually became
Director Genernl.of Propaganda for the Azer-
baljan regime. When the Azerbaljan regime
collapsed he fied with Pishevari to the USSR,
and although he is belleved to have retumed
to Iran in May 1947, he Is probably in the
USSR at the present, plicgedly working with
the Tudeh Becret Committes on Halson with
the Soviets. He has been wanted by the Ira-
nian police ever since the roundup of Tudeh
leaders in 1949 began and on 18 May was sen-
tenced to death, tn gbzentia, by the Tehran
Military Court.

J a.'.( ar P'ISBEVARI

Ja'far Pishevari, head of the xhortrllvod
Azerbaljan Government and now allegedly
leader of “Free Azerballan” elements in the
USSR, has had a long and distinguished career
as a revolutionary. By his own eccount, he
was born in the Khalkhal distdct of Azerbaljan
in 1893, where he supporfed himself {rom the
ago of twelve and was g voraclons reader until
his entry Into active political life at the age of
iwenty, REditor of a paper called Homriyaf
{Liberty) during the war years, Pisheveri
claims to have ‘had an active part in the
lberation of the peoples of Russia™ and wes
undoubledly engaged in varlous Communist
activitles of the perlod. When the Jangal
eeparatist movement arose in Gilan during
1920-21, Pishevar] became an active writer and
speaker, and he states that he was active in
a number of other groups, including a unlon
of 7,000 workers In Tehran, following the Jan-
gal movement's suppression. Forced to change
his group’s headquarlers five times (and finally
to print his propaganda in Burope) after the
advent of Reza Shah, Pishevarl and his com-
rodes were finally, in 1930, sent to prison,
where they languished alone unlil the arrival

of the Erani group enabled them to spreag
the gospel of revolution.  Freed along with the
others in 1941, Pishevari was a member of the
founding nucleus of tho Tudeh Party, although
he turned to publication of the “Independent’
paper Afir and avoided open contact with the
party until 1644, when (after turning down
ona Tudeh offer} ho agreed to rum for the XIV
Maflls ag the party's candidato from Tabriz
Pichevar] was elected but his credentinls were
subsequently invalidated by the Maflls, and
he then turned to organization of the DPA in
Tabriz " He held ths post of Primo Minister
in the Arerbaljan Nationel Government from
its creation until June 1946, when a tentative
agresment was reached hetween his regime
and the Iranlan Government. He thereafter
confined himself to de facto control of the gov-
ernmant and armed forces im- Arerbafjan,
through his role a8 DPA secretary-genecral,
until the collapse of the regime in December
146 forced him to flee to Baku in the USSR,
According to an unconfirmed report by the
Iranien Consul in Baky In 1947, Pishevari was
subsequently killed in an aatomebile accident,
but as late as August 1948 the “Free Azerbal-
jan" radio in the USSR wag referring to him
aspereminlsterou.he“FreeAzcrba.ljan Gov-
ermment.”

Ahmad QASTMI

Head of the Tudeh Party’s Publiclity Section,
the journnlist Ahmad Qasem! has been one
of the most prolific writers in the Tudeh camp.
He first appeared In 1944 as & member of Lhe
Inspection Commission. During 1945 he was
active In the Gorgan arca, where he worked
with the abortive officers’ revolt at Mashhad
He was named to the Central Committee In
1948 and was also a member of the Adminis-
tralive Sectlon and the Financlal Commission
Arrested with other Tudeh leaders In early
1949, Qasem! was senlcnced on 22 April 1o ten
years Imprisonment.

Dr. Reza RADMANESH

Dr. Reza Radmanesh, secretary-general of
the Tudeh Parly since 1948, Is a scientist
tralned in Germany and France who held the
chalr of electriclty measurements in the Uni-
versity of Tehran's College of Engincering
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from 1942 until his dismissal in March 1849.
He was born In 1906 In Lahijan (Mazanderan
provinee). -Dr. Radmsanesh, who may have
met Dr. Erani In Germeny, was Imprisoned as
' member of tho Eranl group In 1§37 and was
gubsequently-one of the principal-founders of
the Tudeh Party. ' ‘He-was named to the Cen-
tral Commitiee in 1044 (In which year he also
won aseat in tha XTIV Maflls as a Tudeh dep-
uty from Lahijzn), to the Temporary Execit-
tive Councll In 1947, and to the :party’s.top
post th 1848, He waa editor of the official Ta-
dch paper, Mardom, in 1847-48 and in the 1at-
ter year-was aleo active in the CUCTT, as well
as personally heading hoth the Tudeh Youth
Crganimtion and the Defenser and. Security
Commission within .the Tudeh organization.
Dr. Redmanesh disappeared following the at-
tack on the Shah in February 1849 and was ru-
maored to have taken refuge in the Soviet Em-
bassy.. On 18 May he was sentenced to death,
t:n ab.:eutia, by t.b.e 'Dehra.n Mllltary Court "

Rcm RUSTA

"Reza Rusi-a., the Tudeh Party'slaadlng trade
unton organizer, has o long record as an agi-
tatar, - According to hls owm ‘statements, he
wasbomlntoapmsantmmuylnaviuage
near Rasht In 1902 and was alded by the
servant of the landlord In carrying his cduca-
tion up through the College of Apriculture at
Rasht before he became polHcally active in
1920. Rusta claims to have orpanized the
first peasan!s’ union in Gilan province in
1922-23, was engaged ln organizing Tehran
warkers In 1927, and later did unfon work in
Isfahan, Kerman, and Bandar Abbas before
Reza Shah's police caught up with him ip
1831. Ruste spent the following ten years In
prison or exile on one charge or another (in-
cluding one for esplonage), emerging from
prison In 1541 to become one of the Tudeh
Party founders and, by his own account, “the
first to begln organizational activity.” Rusta
wos the prime mover in the unlon organizing
which led to the creation of the COCTU on 1
May 1943; thereupon, he was elected secre-
tarygencrzl of the new organizalion and his
newspaper Zafar was made its officlal organ.
He was named to the Inspection Commission

of the Tudeh Party In 1945 and named to the
Council of the WFTU In 1645 despite his hrief
impriscnment by .the Tehran authoritles to
prevent his attending the WFTU meetings st
Paris. -Rusta’s cdreer was .checked In: April
1647, when he was arvested-on charges of In-
iting revolullon,.&mbezzling ons million rials
in union funds, and committing other offenses.
Ha remained in jall until November, when he
was Teleated on bail furnished by Dr. Kesha-
varz. He hes since dropped from sight, al-
though hs was named to the Tudeh Central
Commitiee In 1648, and it 1a reported that he
went to Pards and then to the USSR, -Rusta
is-described .a5 ‘hard-working, ruthless, and
glven to Marxist cliches! : Hls wife'ls reputed
to be a Soviet agent. "On 18 May 1949 he was
sentenced to death, in absentia, by the Tehran

' Sharminf, who was the head of the Tudeh,
Youth Orgunization in October 1048, 15 known
to be an engincer and to have boen elected to
the Central Cammittee In 1948. Other infor-
mation 1s lacking, however, evmhlsfullname
being mknown.

Obazar SIMONIAN
- Ghazar Simonian, who is reportedly 2 mem-

_ber of the key Secret Committee of the Tudeh

Party, was born et Tehran about 1508 of an
Armenlan family. After studylng In the
American College of Tehran, he taught In the
Sovlet Bchool at Tehran .and also engaged In
political activity which resulted In his spend-
Ing some seven years In jall  He knows Arme-
nian, Persian, Russian, French, German, and
Epglish, After jolning the Tudeh Party (in
19427) he ran unsuccessfully for the XIVth
Majlis as representative of the southern Ar-
menian communites of Iran, thereupon be-
coming a Lranslator for the Journal de Tehran
and a coniributor to the Tudeh press. He
was also active in the Central United Councll
of Trdde Unions and is believed to have been
a member of its Central Executive Committee,
In 1948 he was cmployed by the Czech Lega-
tion at Tchran as Iranian advisor and chief
translater.
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Ehsan (Dehgan) TABARY

Sald Lo be the youngest of the Tudeh lead-
er5, Tabari was a founding member of the
party and was named to the Central Com-
mitteo in 1944 and to the Temporary Execn-
tive Council in 1947; in 1948 he achleved the
distinction of being made & member of the
Becretariat, Tabarl headed the stillborn So-
clety of Tabarestan in 1948 and has gexrved as
editor of Rakbar and Hardom. He speaks
Russtan end has a wifs who was employed by
Tass in Tehran. Following the attack on the
Shah in February 1849 Tabar disappeared.
1t was ruomored that he wes in hiding in the
Sovlet Embassy, Tehran On 18 May he was

sentenced to death, in absentia, by the Tehran
Military Court

Dr. Mortaza YAZDI

Dr. Yazdl, a brilllant German-trained physl-
clan, born about 1898, who founded the Tek-
ren orphanage, bas been sctive in Tudeh cir-
cles ever sinco he jained the Erani groap in the
1030's, having been named to the Inspection
Cammittee (1644), to the Temmporary Execu-
tive Couneil (1847), and to the Political Bu-
reau (1948). In August 18486, as one of thres
Tudeh leaders given offics by Qavam, he was
briefiy Mioister of Heaith. Fullowing the at-
tack cn the Sheh In 1949 he was arrested and
on 22 April was sentenced by the Tehran Mili-
tary Court to five years in prison..
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THE CURRENT SITUATION iN IRAN

SUMMARY

Although Iran still suffers from a variety of
politica), social, and economic weaknesses, the
country has been more stable in recent months
than at any time since 1941. Since the at-
tempt on his life last February, the S8hah has
emerged 8$ a dominant, unifying influence, at
least for the present, In pational affairs; an
unusual degree of harmony has existed in the
relations between the court, the cabinet, and
the Majlis; and greatly needed current legis-
latfon has been passed, including constitu-
tional changes strengthening the Shah's hand
in dealing with the legislature.

The economic situation is favorable in that
the country’s finances are sound, but Iran
faces serious immediate problems. Crop fail-
ure has brought distress, particularly to Azer-
baljan; unemployment has increased; and
there are indications that the badly run-down
railway system will not be able to meet trans-
portation requirements this winter. Eventual
economic improvement should result from the
new seven-year program for economic develop-
ment and soclat betterment,

Iran's noilitary establishment has continued
to improve as a result of the arrival of US mili-
tary supplies under the arms credit agree-
ment, and the training and reorganization
which arce being carried out with the coopera-
tion of the US military mission. The policy
of close army cooperation with the tribes is
apparently having considerable success.
Iran’s army is still incapable of offering more
than token reslstance to large-scale invasion,
but the Shah js now planning to enlarge it to

150,000 and hopes that, with US ald, this force
can be developed into & nucleus for effective
gucrrilla resistance.

Iran’s relations with other countries have
been relatively quict In recent months. The
USSR has at least temporarily abandoned the
threatening gestures of the past and may even
be adopting a more conclliatory attitude in
pursuing its basic objectives of expellng US
Influence and establishing its own dominance
in the area. Meanwhile, Iran has continued
its policy of firmness toward the Soviets.

As to the US, the most notable development
has been the growth of the Lranian feeling
that, having committed itself to a pro-US
alignment, Iran should reccive more substan-
tial cconomic and military support from the
US than has been forthcoming. The Shah
has been particularly dissatisfied because of
his belief that the amount to be allocated to
Iran from the Mutual Defense Assistance Pro-
gram will not provide adequate assistance for
Iran's current military expansion. He is ex-
tremely sensitive on matters of personal and
national prestige and will undoubtedly take
advantage of his trip to the US to seck tan-
gible evidence that the US takes Iran and fts
problems seriously, particularly in regard o
aid for the Irantan Army. Whatever impres-
sion of US interest the Shah takes back with
him will undoubtedly color future Iraniarn
dealings with the US. Even though his im-
pressions are highly unfavorable, however,
there is little danger that he will abandon
his basic leanings toward the Western Powers,

_Nobc.' The intelligence organizalions of the Depariments of Stale, Army, Navy, and the

Afr Force have ¢oupcurred In thils report which iz based on information available o

CIA as of 3 November 1849.

Il bas been prepaced for use in connection with the

vizit of the Shah to the US during November 1949,
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THE CURRENT SITUATION IN [RAN

l political Situation,

" The Iranian political structure is still afilc-

*ted by & number of fundamental weaknesses.
"I'ho government is handicapped by corruption
and lassitude, and by its Umited experience
“with pariamentary procedures. The extreme
“poverty of the population as opposed to the
concentrated power and wealth of a relatively
small group of individuals is 2 potential source
of uorest. In addition, there is a large and
restless tribal population which Is still only

y integrated into the social and polit-
cal fabric of the country.

Nevertheless, largely as o result of develop-
ments stemming from the attempted assas-
sination of the Shah on ¢ February, the Ira-
nian Government has in recent months en-
joyed greater stabllity and internal harmony
than at any lime since 1841. The pro-Soviet
Tudeh Party, which was just beginning to re-
emerge as & potentially serious threat to the
regime, was banned, and {ts operations were
forther disrupted by the arrest of several
hundred members. The Mafjlls, whose chronic
procrastination and bickering had previously
rendered cabinet after cabinet ineffective,
began to manlfest 2 remarkabla willingness to
heed the demands of the Shah and of Prime
Minister Saed for constructivze action and dur-
ing the spring and summer cleared up most
of the items on its agenda. Among the bills
passed were such ftems as the first full twelve-
month budget to be enacted In slx years, pro-
vislons (or a seven-year economic developraent
plan, and legislation inftiating a series of con-
stitutional reforms called for by the Shah.
The Majlis also passed a long-pending bill for
the activation of the Senate as provided for
in the Constitution. In May a Constituent
Assembly enacted amendments authorizing
the Shah to dissolve the legislative bodies and
providing a standard pracedure for future
armendments,

The cffect of Lthese developments has been
ta elevate the Shah to a position of dominance

in Iranlan political Ufe: he now possasses
not only the traditicnal backing of the army
but also sufficlent constitutional power and
general support to make him the greatest
single Influence in the government., The
membership of the new (XVIth) Majlls will
probably be generally responsive to the court’s
wishes, even though the traditional army prac-
tice of fixing the elections In favor of the
court is less than In the past. The Senate
(helf Lo be named by the Shah and half to be
designated by popularly chosen electors) will
be made up largely of conservative, pro-court
ra¢mbers, many of them elder statesmen.
Moreover, no one In the Majlis Is expected to
have sufficlent stature to act as tho rallying
point for an effective political opposition.
Prime Minister Saed, in office for approxi-
mately a year, has demonstrated unexpected
abllity in obtaining legislative support, but
bis continuation in office afier the new parlia-
ment meets will depend primarily on the
Shah's wishes. Most of the other major po-
litical figures lack the necessary leadership
to obtain a majorily in the Majlis. Even so
commanding a personality as ex-Prime Minis-
ter Qavam, who recently retumed to Iran aféer
several months of seM-imposed exile, probably
could not regain a position of political power
without first settling his differences with the
ruler.

Eventually the factionalism characteristic
of Iranian politics will probably reassert it-
self to the defriment of the cooperation now
existing between the legislative and executive
branches of the government,; even o, the Shah
will be in a position to ¢xert pressure on the
legislators by threatening dissolution and new
eleetions.  There has been some fear that the
Shah might wish to emulate his father by
assuming dictatorial powers, but it appears
uniikely at present that he will do s0. Rela-
tively insxperienced as a ruler and lacking
Reza Shah's dominating and forceful person-
ality, he seems content with the considerable
power he has zlready obtalned eonstitution-
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ally. Nevertheless, hls new position of respon-
gibllity and his ambitions for himself and Iran
will doubtless prompt him to take a more per-
sonal interest In all aspects of Iranian affairs.
He will continue to emphasize military matters
as in the past, but he will probably also take
a greater interest in foreign affairs and in
efforts to promote economic and social re-
forms at home. His principal advisers will
probably continue to be Army Chief of Staff
Razmara and former Prime Minister Haljir,
who was Installed as Minister of Court In
July and now appears firmly entrenched in
the Shab’s favor.

2. Economic Situation.

Iran’s ecconomic position continues to be
favorable in certaln important respects. Its
forelgn debt is insignificant, and its currency
coverage Is ample. The Anglo-Iranjan Oil
Company, through its' payment of royaltles
and jts purchases of rlals to meet oporating
expenses, has assured a favorable foreign ex-
change position, even though the country’s
commodity trade balance shows a deficit
There are no present {ndlications that the de-
valuatlon of the pound will have any drastic
eflects on Yran, but there may be some im-
medjate shifting in Tranian purchases from
the US to Europe and (because the rial has
not been devalued) some difficulty in re-estab-
Uishing Iran’s agricultural export trade to
Eurcpe. The couniry's substantial sterling
balances and future royalties have been pro-
tected against depreciation by prior agree-
ment,

Meanwhile, the government’s revenues, al-
ready more than sufficient to meet norma)l ex-
penditures, will probabty increase. Ol royal-
tias, which accounted for 12 percent of the
government's Income in 1948, will be larger if
the 15 percent Increase in production during
the first haif of 1949 is sustained and may be
more than doubled if a tentative supplemen-
tary apgreement with the company is ratified
by the Majtis.

There are, however, 2 variety of immedjate
economic dislocations.  Although Iran is nor-
roally self-sufficient in foodstufls, crop fall-
ure this year in several important grain-pro-
ducing arcas has rezulted in an estimated
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wheat shortage of 200,600 tons. In Azerbal.
jan, which has been particularly hard hit and
where friction between government authori-
ties has been especinlly acute, there have been
bread riots at a number of points. The gov-
ernment purchased 108,000 tons of wheat from
Pakistan, Canada, the US, and Iraq, and after
protracted efforts to obtain wheat on a barter
or loan basis from the US, has finally pur-
chased an additional 100,000 tons from the
USSR.

Economlie conditlons in the northern cities
and lowns have also deteriorated In recent
months. Numerous industrial establishments,
handicapped by government regulations
against the discharge of surplus labor and by
inefAcient management, have had difficully
in meeting their payrolls. Some have shut
down because of a recent falling-off of businzss
activity and because of thelr ipabllity to ctm-
pete with imported goods. Meapwhile, the
chronic unemployment problem has been
further aggravated {n Azerbaijan, where dls-
tressed peasants have flocked to the cities.
At the same time, Iran's badly run-down rail-
road system js showing signs of strain, and it
is Mkely that when winter comes the system
will be unable, even with emergency measures,
to carry adequate amounts of fuel and other
supplies from the Perslan Gulf to the interior.

After three years of discussion and prepar-
atlon, Iran has flnally embarked on a long-
range program for economi¢ development and
social Jmprovement, the so-called Scven Year
Plan. Early last spring the basic progrem
was given legistative approval, and In July the
Majlis authorized the newly created Planning
Organization to undertake projects of up to
one year's duration. Some $50 million worth
of contracts, primarily for rallroad constric-
tlon and gugar refineries, are being let, More-
over, the organization is initlating a road end
agricultural rehabilitation program as an im-
mediate relief measure in Azerbaijan, A
though the government is now financing the
program, which is expected to cost about $630
million, out of current revenues, some fore:gn
borrowing may be considered advisable,

The program was drafted largely by Os2r-
scas Consultants Inc., a US engineering group,
which bhas been cngaged to supply much-
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needed technical assistance for another year.
A number of capable Iranians fill the top po-
sitlons of the Planning Organization, in which
the energetic, US-educated half-brother of the
Shah, Prince Abdor Reza, is actively partici-
pating. The planners, however, face serlous
problems—notably internal pressure to subor-
dinate the program to military improvements
(which might result in diversion of oil reve-
nues now allocated to the program), Iranian
inexperience, and the perennjal problems of
graft and ineficlency. Unless these obstacles
are overcome and tangible Iimprovements
achieved in the general living standard and
cconomic well-belng of Iran, the government
will be confronted with increasing disillusion-
ment and dissatisfaction on the part of
the people, and the task of malntaining the
present regime will become correspondingly
more difficult.

3. Milifary Situation.

The Yranian Army, which Includes small
naval and air es well as gendarmerie forces,
has an estimated strength of 132,000, most of
which is detalled to border control and inter-
nal security dutles.  Approximatcly one-third
of the army's combat troops are stationed
along the border, the greatest concentration
belng along the 900-mile Irapo-Soviet land
frontier. The remaining troops and the gen-
darmecrie are disposed In the interior, where
they constitute a major influence In local
communitics through their exerclse of nu-
mercus clvil functions (even when martial law
does not obfain). DProtection for the Shah's
person is provided by a battzalion of Imperial
Guards and by the regular 1st Division, which
was re-designated as a Guards Divislon in
August.

The armed forces as presently constituted
are primarily the creation of the Shah (who,
as Commander in Chief, has a keen profes-
slonal Interest in military affairs), and of his
highly capable and fndustrious Chief of Staff,
General Razmara. Although there is some
question as to Razmara's ultimate loyalty to
the regime, lie has worked closely with the
Shah in reorganizing the army. The Minister
of War, who is personally hostile to Razmara,
exercises only limited influence in the diree-
tion of the army.

In June, the long-planned merger of the
gendarmerie with the army was started. Of
the 25,000 men formerly in the gendarmerie,
18,000 were lransferred to the army, 3,000 have
been discharged, and 4,000 were left with the
Ministry of the Interlor. The gendarmere
strength under the Ministry of Interlor will
probably be bullt up to 10-12,000 men before
the merger is made permanent by the Majlis,

Some notable improvements have taken
place in the field establishment during the
last few months. The military supplies or-
dered under the arms credit agreements made
with the US in 1948° began arriving at Bandar
Shahpur in February 1949. Training courses
in the care and use of the new equipment are
being organtzed under the supervigion of the
US military misslon, which has also helped
with a variely of other measures {or improving
the army’s combat efficiency. Mceanwhile, in-
competent, clderly officers are being weeded
out; the quality of rations has been improved;
and the program for educating flliterate re-
crults js progressing on an expanded basis.

The government's policy of cooperation with
the tribes (which represent the traditlonal in-
ternal security problem) has also gooe for-
ward. Speclal intelligence officers for tribal
matters are now atlached to each divislon
headquarters; lizison officers are stalioned
with the tribes; and for the second successive
year young tribal leaders are taking six-month
courses in wezpons and communications ¢o
qualify for the rank of tribal licutenant.

These developments have produced consid-
erable improvement both {n the effecliveness
and morale of the army and in the intermal
securlly situation. Although a good deal of
mutusl hostility and susptelon still exists be-
tween army and tribes, the fact remalns that
In contrast to {orner perlods there have been
no scrious conflicls belween the two groups
for more than a year. The combat efielency
of the arroy appears equal to the immedtate
Lask of maintaining internal order and resist-
ing incursions across the frontfer by small
Soviet troop detachments or guerrilla forces.

* The credil includes §10 million for the supplics
themseives and £16 million to cover packlng and
sthipplng costs. The materiel, much of which wasg
surplus, has an estimated vatue of $3 mllllon.
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(In border Incidents to date, the Iranian forces
have reacted promptly and firmly,)

Deflnite weakmesses remaln, however, and
the present forees could offer only limlited
1ocalized reslstance to an Invading army. The
army s still lacking in mobility despite new
US {ransportation materiel. The quality of
some senfor and of many junior officers is
doubtful, particulariy slnce the underpald
younger officers are often forced to resort to
graft in order to make ends mecot. Moreover,
there is serlous doubt whether the ranks gen-
erally would have the will to fight against
superior forces in open warfare.

Both the Shah and General Razmara are
convinced that a large-scale Soviet invasion
will Inevitably take place, and thelr plans are
directed toward the development of a larger,
better-trained, and betler-equipped army cap-
able of delaying such an invasion long enough
to permif the concentration of picked units
(including trained and_armed tribesmen) in
& sclected defensive area from which guer-
rilla warfare could be waged. Steps are now
being taken to increase the army to 150,000, ¢
and the formation of an auxiliary force of
100,000 tribesmen is5 also planned

The Shah has made {t clecar that he looks
to the US for substantial materizl help in
implementing these plans and has asserted
that he will have to divert money from the
economlc development program if such ald
is not forthcoming. Together with other
Iranian leaders, he has expressed bitter dis-
appointment with the $27 million jointly allo-
cated to Iran, Korca, and the Phliippines

under the US Mufual Defense Assistance Pro- .

gram (MDAP). During his stay in Washing-
ton he will almost certainly ask that additional
funds be diverted to Iran uander the discre-
tionary powers provided the MDAP adminis-
trators. The Tranian Government has already
asked that the US military misslon’s services
be extended for another year to March 1951,
and the Shah will probably also ask that a
greater number of Iranian officers be glven
training in the US.

* The 8hah and hls advistrs have now abandoned
their idea of incrensing the Ry to 200,000,

4. Forelgn Affairs.

a. Relations with the USSR.

Although there {35 no reason to belleve that
the USSR has modified its objectlve of witi-
mately dominating Iran, the Soviet attitude
toward Iran (on the surface, at least) has re-
cently become somewhat more moderate.
The USSR, whose Ambassador has been absent
from Tehran since April, has made no official
demands on Iran since the series of notes de-
livered during the first half of 1948, although
Soviet radio propaganda continues its e(forts
to butld up a case for invoking Article VI of
the 182) Irano-Soviet Treaty.® Border inci-
dents have betome less frequent, and reccot
replacements among the Soviet frontler
guards have allegedly been instrueted to be
more cooperative with the Iranian troops
across the border. The USSR has also {ndi-
cated a willingness to resolve the long-stand-
ing differences arising from the Caspian Sca
Fisheries Agreement.

The Iranian Government malntaing a cor-
rect but Grm attitude toward the USSR as, for
example, when it threatened to hring thke
question of border violations before the UN
if Tranian soldicers held by the USSR were not
returned. At the same time, the government
has carrled on its efforts to counter Soviet
propaganda (which remains vitriolie) and to
stem subversive activities within Iran. In the
long run, Iran's abllity to continue thls policy
Is contingent on the reduction of the sources
of unrest among the great mass of Iranians
and on the encouragement and support of the
US and the UK,

Soviet propaganda via radio and press Is
directed principally against the Iranian Gov-
ernment and the reactionary upper classes,
and gqpainst the Interests and activities of the
US and UK in Iran, Although Radio Tehran
has counterattacked by impugning the mo-
tives and aclions of the Soviet Governmment,
some of the Sovict charges, particularly those
alleging US-UK rivalry in Yran, have found
ready credence among Iranians. Soviet prop-

¢« Artlele VY permits Saviet forces o enter Tran
under cariain eircumstances f 1t appears that the
lulter $s bring used by a third parly (currently
ldentified by Moxcow as the US) as & base of ape
erations againsl the USSR,
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aganda organs are capitalizing on the recent
wheat deal, taking the line that the USSR
stepped in and saved the Iranian populace
from starvation while the Iranian Government
did nothing and the US sent arms instead of
bread.

Although Soviet subversive activily has
been restricted through the outlawing of the
Tudeh Party following the attempt on the
Shah’s life and through the closing of the S8o-
viet consulates in Iran,® Soviet agents are
still active In the country, and there sre still
Soviet efforts to promote a8 Kurdish National
Stato and a return to the 1848 regime of the
Democratic Party of Azerbaljan. Propaganda
in support of these aims emanates from the
Frea Azerbaijan radio and the Kurdish Demo-
cratic radio, both thought to be at Baku. The
broadcasts attack the Shah and the govern-
ment in the usual vein and stress the ethnle
differences between Persians, Kurds, and Azer-
baijanis. They also charge the U3 with sup-
porting Iran's corrupt and reactionary ruling
classes. The Tranlan Governraent has taken
mcasures to combat and forestall Soviet ac-
tivitles in Iran and remains determined to
resist whatever pressure the USSR may apply.

b. Relations with the US.

A major theme of Tran's current foreign
policy (as expounded by the Shah, the Chief
of Staft, and other leaders) is Iran's urgent
need for large-scale US military and cconomic
aid. The Shah is particularly sensitive about
US-Iranian relations. He leads his govern-
ment in expressing chagrin that US aid to Tran
falls far below that allecated to Turkey despite
Iran's strategic importance and vulnerability
and its record of resistance to Soviet aggres-
ston. Iranian leaders have made a series of
unccordinated and frequently unrealistic re-
guests for additional grants {rom the US, and
Iran’s former allies (particularly the US) have
been charged with fafling to provide the post-
war assistance sallegedly due Iran under the
Tehran Declaration.  Although the Tranian

*The USSR closcd tig eleven consulates in lran
because Iran (which haed only one consulate in the
US8R) displayéd an allegedly “hostile attitede” in
demanding that the consular representation of the
ta0 countrics be on 8 reciprocal basis. Iran hag
alw closed its consulate at Baku.

Government expresses gratitude for US dec-
larations of interest in Iran, it asserts that
what Iran really needs ls tangible evidence of
US support against Soviet aggression.

Another source of resentment toward the
U8 is the bellef of certain public figures that,
although the US is unwilling to grant ade-
quate aid {o Iran, US rcpresentatives in Iran
are atlempting to assume a pervasive fnflu-
ence in internal afYalrs, of the sort tradition-
ally asscciated with the British Embassy in
Tehran.

¢. Relations with the UK,

Although many Iranlans believe, In line with
Soviet propaganda, that the policies of the UK
and the US in Iran are at varance, British
policy continues in accord with that of the
US, both countries fastering soclal and eco-
nomic reform and encouraging resistance to
Soviet pressure. The Brilish Embassy still
has strong influcnce with certain Iranjan po-
Iitleal 1eaders.

The UK's chief commereial interest in Jran
Is the Anglo-Iranian Ofl Company (see Sec-
tlon 2), AJOC is the chief soures of Iran's
foreign exchange and employs about one
third of the industiria) labor i{n Iran. The
controlling shareholder i{s the Britsh Gow-
ernment. The company will continue to exert
& strong indirect influence on the economic
and social situstion In Iran. ‘The second larg-
cst British Interest in the country is the Brit-
ish Bank of Iran and the Middle East (for-
merly the Imperial Bank of Jran). The
Bank’s long-term concession recently expired,
and the Iranian Government has now placed
certain resirictions on the Bank which have
forced it to curtad {ts activilles end may pre-
clude profitable operations in the future.

d. Reletions with Other Middle Easl States.

There¢ has been little change in the custom-
arlly friendly relations between Iran and its
neighbors. Intermittent friction with Afghan-
Istan continues, however, over the distribution
of the Helmand River waters. Differences
with other neighboring countries may arise
over Lhe division of Persian Gulf sub-surface
rnineral rights and over Iran’s continuing
claim to the Bahrein Tslands.

Iran recently cstzblished general agree-
rments of (riendship with Irag and Jordan
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after state visits to Iran by the Regent of
Iraq and King Abdullah of Jordan, The sub-
Ject of & Pan-Islamic allfance i3 also in the
minds of Iranian leaders, and the Shah s pre-
pared to sponsor discussions with the heads
of other Moslem states,

5. Probable Futurerbcvelopmen!s.

No sweeping changes {n the Iranjan interpal
situation appear imminent. The next few
months should, however, provide a test of the
capabllitfes, determination, and maturlty of
the Shah in discharging his Increased respon-
sibility. Even f disharmony breaks out again
in the government, the Shah may be expected
to retain the upper hand. The Internal secu-
rity situation will probably remain favorable
despite the fact that the outlawed Tudeh
Party will take advantage of the suspension
of martial law-to accelerate its clandestine
operations and that Turkd, Kurdish, and Ar-
menian elements {n the sensitive province of
Azerbaljan will continue to be attractive tar-
gets for subversive agitation and propaganda.
The advancement of the economic develop-
ment program will have some immediate ef-
fect in alleviating unemployment and in stim-
ufating business activity, but its major ob-
jectives will not be achieved for some time to
come.

Some clarification of Iran’s relationships
with other countries appears o be In prospect.
Lately the USSR, whose tactics toward Iran
in recent months have been less openly menac-
ing than in the past, has provided slight in-
dications that it might be settling on 2 more

conclliatory approach in pursuing its basic
objectives of ellminating US influence from
Iran and of establishing its own domination
over at least the northern portlons of the
country. Such an attitude might be of some
advantage to the USSR in that it might
strengthen the position of the Tudeh Patty
and other pro-Soviet elements and encourage
Iranian chauvinists to urge & more independ-
ent policy toward the Western Powers. It
would probably not, however, have any signifi-
cant effect on Iranian policy. A resumption
by the USSR of the old threatening tectics
swould probably only stimwlate diplomatle
counter-moves and reprisals against Soviet
agencices in Iran.  An armed {nvaston of Azer-
baljan and other northern provinces continues
unlikely—at least in the ncar future.

Iran has experienced an increasing sense
of disappointment with the extent of US eco-
nomic and military afd, and the Shah, who is
very sensitive on questions of personal and
national prestige, will undoubtedly seek more
definite assurances on these matters while in
Washington. I he decldes that the US is not
sufficiently convinced of Iran's importance, his
resentioent wli) probably flavor future Ira-
nian dealings with the US. If Iranian faith
in the US and its allies were severely shaken,
at this time or later, the government might
fee) obliged to make some concessions to the
Soviets in an effort to bmprove Iran's position
vis-d-vis the USSR. Both the Shah and his
advisers are too familiar with Soviet designs,
however, to abandon their basic leanings to-
ward the Western Powers.
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CURRENT DEVELOPMENT IN IRAN

CONCLUSIONS

1. The clash of interests betwesn Iran and the UK over Iran's oil

resources has reached a eritical stage with the elevation of Mohammad

Mossadeq, the leader of the ultra-nationalist National Front group,

to the premiership, Although a real effort will undoubledly be made

to reach a compromise settlement, a solution will be achieved only

with great difficulty. In any event, there is little Indication that

Mossadeq and the Anglo-Iranian Oil Company (AIOC) will modify

:.l::-lr respective stands in sufficlent time to permit an early settlement
the issue.

2. Although there are important elements opposed to Mossadeq, it is
unlikely that he can be removed from power so long a8 the oll question
remains a burning issue, except by violence or by the establishment of
a semi-dictatorial regime under the aegls of the Shah. In the present
highly inflammatory state of Iranian public opinion, an attempt to set
up a non-parliamentary regime would involve grave risks which the
Shah has thus far shown no willingness to take.

3. As a result of the present Impasse, the following critical develop-
ments may occur before a settlement is reached:

a. Mossadeq might take physical possession of the oil instal-

lations now operated by the AIOC. He may also require the British
employees of AIOC to leave the country,
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b, The UK has indicated that it will not employ force in Iran
without prior consultation with the U, It is unlikely that the UK would
attempt by foree to forestall or counter physical occupation of the
oll installations by the Iranian Government, but the UK could and might
land troops in Iran for the actual or alleged purpose of safeguarding
British lives in the event of further viclence or sabolage.

¢. There is a serious possibility that the landing of British
troops in southern Iran, for whatever reason, would be taken by the
USSR as @ pretext for sending its troops into northern Iran.

d. In the event of further demonstrations and violence, which
may well occur at any time, the Tudeh Party might be able to seriously
undermine internal security. This danger would be increased if, as
is possible, Mossadeq legalizes the status of the Tudeh Party or is
unwilling to use Iranian armed forces to maintain order.

e¢. The flow of Iranian oil to Western markets, which was
recently curtailed for about two weeks, might be again interrupted by
a recurrence of sirikes In the oil field area or by a, b, ¢, or d above.

4. Any intensification of the current crisis would give the USSR added
opportunities for exploiting the local unrest and might eventually
enable Lthe USSR to deny a large part or the whole of the Iranian oil
supply to the Western Powers. *

* It is the view of the Director of Intelligence, USAF, that this para-
graph should read as follows:

“4, A continuation of the current crisis would greatly
enhance the capability of the Soviet Union to deny more and possibly
all the Iranian oll to the West through exploitation of the activities
of non-3oviet elements. Whether or not the British attempt to resolve
the current issue by the use of armed force, possible realization of
an important Soviet objective -- acquisition of more oll -- will have
been greatly facilitated.”
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DISCUSSION

1. Mohammad Mossadeq, Iran’s new Prime Minister, i an extreme
nationalist, He will attempt to curtail severely foreign influence in
Iran and to adopt a neutralist policy toward the East-West struggle.
As he is also an impractical visionary and a poor administrator, it

is unlikely that he will do very much o solve the country's eritical
sconomle and soclal problems, Nevertheless, because he is an astute
. politician and has strong popular support on the oil Issue at least,

he will probably not be easily displaced while that issue is still un-
settled. In internal affairs Mossadeq has criticized former Iranian
governments for their failure to achleve soclal benefils for the people
and has opposed measures designed to restrict freedom of speech,
assembly, and the press, Politically, he has urged that the Shah be
stripped of power and that the Majlis become the dominant factor in
the government, However, he does nol belleve that the present
members of the Majlis truly represent the interests of the Iranian
people and advocates electoral reform.

2. Mossadeq is at present in a strong political position, despite the
facts that he has few personal followers in the Majlls or in the
traditional ruling class as a whole and that he is disliked and dis-
trusted by the Shah, Unlike his predecessors, he is not dependent on
the Shah's favor or on factional politics in the Majlis. He has come

to power as the leader of a national movement which has aroused
intense popular support, This circumstance has caused the Majlis

to nominate him to the Shah and compelled the Shah to appolint him to
office. Fundamentally his strength derives from, and is in direct
proportion to, the intensity of feeling against the British over the oil
issue. Although other critical problems will plague his administration,
they are not likely to cause his downfall so long as the oll erisis
remalns a burning issuve. Mossadeq's campaign against the AIOC has
had the support not only of his National Front group but also of the
Fedayan lslam (the smallterroristgroup of religious fanatics who were
responsihle for Razmara’s assassination), the illegal Tudeh (Communist)
Party, and probably the great majority of Iran’s laborers, trades-
men, and students, who can significantly affect political developments
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in Iran through strikes, demonstrations, and viclence. Both the Fedayan
1slam and the Tudeh Party, however, are constantly attempting to
coerce Mossadeq into adopting more extreme measures agalnst Western
interests. Fedayan Islam has apparently unseated its more moderate
leader and has threalened Mossadeq's life. Meanwhile, the Tudeh Party
has gone beyond nationalization of the oil industry to demand ousting

of the US military mission, refusal of US arms assistance, and closer
relations with the USSR,

3. Because of the wide support for Mossadeq's chauvinistic crusade,
few Iranian leaders dared oppose him publicly. His influence in the
Majlis was largely responsible for Razmara’s fallure to obtain a revised
AlOC agreement and loans from the Export-Import Bank and the [BRD,
He condoned the assassination of Razmara on the grounds that the latter
was traitorously lenient In his negotiations with the AIGC. Finally, he
pushed the oil nationalization bills through the Majlis against the wishes
of the Shah and Prime Minister Ala. Many of the Majlis deputies
probably voted for the measures against their better judgment, suc-
cumbing to the emotionalism of Mossadeq's appeal or fearing the conse-
quences (possibly including assassination) of opposing the measure.

4. When Hussein Ala was Prime Minister, Mossadeq was chairman of
the Majlis Oil Commission appointed to draw up recommendations for
taking over the AIOC installations., The Shah, Prime Minister Ala,
and moderate members of the Majlis probably hoped that some agree-
ment could be patchad up with the AIOC before Mossadeq could com-
plete his work, Mossadeq, however, reported to the Majlis more than
a month ahead of schedule. Increased bitterness toward the UK, reln-
forced by the intervening strikes and violence in the oil field area, kept
emotions high throughout the country and simplified Mossadeqg's job in
obtaining prompt Majlis approval for his recommendations, The new
law sets up a government committee to act as trustee for the oil prop-
erties until an Iranlan Company can be established and provides for
setting aside 25 percent of oll revenues to meet future claims of the
“former company.” Mossadeq's precipitate move to force action on
the oll issve resulied in the Immediate resignation of Ala.
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5. Although the responsibilities of office may to some extent acl as a
sobering influence on Mossadeq, he will almost certainly attempt to
implement the nationalization law and galn effective control of the ail
installations in southern Iran. He might be willing to conclude a man-
agement contract with AIOC, under which the latter would operate the
oll installations under the direction of an Iranian company. However,
he would probably prefer to obtain the technical assistance Iran needs
by means of separate contracts with individual speclalists. If, in fact,
Mossadeq is able to reach a settlement with the AIOC which will sub-
stantially increase Iran’s oil revenues and provide for Iranian super-
vision of the oll installations, he will have achieved his purpose. Al-
though his prestige would be high, his position would probably be
rapidly weakened by any considerable decline of anti-British feeling
or by his inability to cope with Iran’s fundamental economic and social
problems, There is some danger that he might attempt to maintain
himself in power by turning hizs chauvinistic crusade agalnst the US,
He might even refuse to accept further US military aid and request the
US military missions to leave the country.

8. In view of the fact that both Iran and the UK have a very great
interest in the uninterrupted production of Iranian oil, a real effort

will undoubtedly be made to reach a compromise sattlement, How-
ever, In view of the attitude of both governments, a settlement can
probably be reached only with great difficulty. The 11l-man Oil Com-
mittee has already threatened to revoke the residence permits of
AIOC's forelgn stall unless the AIOC turns over its oll installations

to the Iranian Government, The UK has taken the poaltion that Iran has
no right unilaterally to abrogate its contract with AIOC and, therefore,
no right to expropriate the oil installations under the guise of national-
ization. The UK has proposed the establishment of a new British com-
pany to run operations in Iran, which would include Iranians on the
board of directors; equal sharing of profits; and a progressive lncrease

in the number of Iranians employed by the company. Mossadeq will
undoubtedly turn down this offer, for it manifestly {alls to meet the

requirements of the oll nationalization law. The proposal certainly
does not represent the final British position. However, a serious
danger exists that critical developments will occur before the parties,
particularly the British, have sufficiently modified their respective
positions to permit initiation of genuine negotiations.

-5 -

‘*'n:rr-ema:m______




TTWOreseREL

7. The present impasse in the oil situation may lead to any one or
more of the following eritical situations:

a. Mossadeq is committed to a policy of expropriation. On the
basis of his past actions, it is extremely unlikely that he will accept
anything less than effective Iranian control of the oil industry. Con-
sequently, if there is no early relaxation of the British position, he
will probably attempt to take physical possession of the oll installa-
tions even at the risk of closing down the whole Industry.

b. The UK has Indicated that it will not employ force in Iran
without prior consultation with the US, It is unlikely that the UK would
send its troops Into the oll field area to forestall or counter occupation
of the ofl installations by the Iranian Government, but the UK could
and might land troops in Iran for the actual or alleged purpose of safe-
guarding British lives and property in the event of further violence or
sabotage. The British Government is under public pressure to adopt
a strong policy against Iran, and British officials have indicated that
they will have to consider very seriously resorting to military force
if Iran unilaterally seizes the oll installations, I British troops
landed in southern Iran and Iranian forces were already in the area
or were subsequently sent into the area, for whatever reason, there
might be clashes between British and Iranian troops with inevitable
serious consequences, probably including an interruption in the flow
of oil. Moreover, the landing of British troops in southern Iran might
be taken by the USSR as a pretext for sending troops into northern
Iran.

¢. Anti-British feeling will remain strong, and the danger of
demonstrations and violence will continue, Mossadeq has consistently
opposed martial law and restrictions on the freedom of speech, assembly,
and the press. One of his first acts in office was to remove a ban on
May Day demonstrations in Tehran, and martial law may soon be Lifted
in the Abadan area. Furthermore, although the Tudeh Party has begun
to attack Mossadeq, he may yleld to its demand for legal status, There
Is a danger that the Tudeh Party may attempt to take advantage of
Mossadeq's leniency to foment disturbances throughout the country and
that Mossadeq will be unwilling to use Iranian armed forces to maintain

-I-'E‘l-

“—POFSECRET



T TOrTEGREL

order., In view of the tensfon and general unrest in the country, Tudeh
activity might seriously undermine internal security,

d. If Mossadeq takes physical possession of the oil installations,
he will undoubtedly seek foreign assistance in operating the oil industry.
A number of US oil companies have already shown some interest in the
gituation, and Mossadeq might well he able to persuade some company
1o operate in Iran on his terms. Such a development would create wide-
gpread British antagonism against the US. There is also a possibility
that Mossadeq might attempt to obtain Soviet specialists to run the oil
installations.

8. There is little doubt that sooner or later efforts will be made by the
British, the Shah, and deputies in the Majlis to undermine Mos=sadeqg's
position. However, in view of Mossadeq's popular backing, it is
unlikely that the Shah and the Majlis would dare oppose him while
tension over the oil issue remains high. Mossadeq is more likely to
force the oil issue by extreme action than permit himself to be under-
mined by the Shah and the Majlis on other internal issues. It is there-
fore unlikely that Mossadeq can be overthrown during this critical
period except by violence or by the establishment of a semi-dictatorial
regime under the aegis of the Shah, Such a course of action would
involve risks which the Shah has thus far shown no willingness to take.
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FAR EAST

1. Hong Kong official "not optimistic' over Korean peace prospects:

Gedffrey Aldingion, Political Advisor to the
25X1 Hong Kong Government, has told US Consul
General McConaughy that he sees™''no sign of
war weariness" among the Chinese, nor of

a disposition on the part of the Communist
leadership to "come to terms." Aldington believes that Peiping has
sold the Chinese people on a "holy war" to defend China's borders and
had "added greatly to its stature' by demonstrating its ability to "fight
a foreign war against aypowerful enemy."” McConaughy, who feels that
the British official has "greatly overestimated" popular support of
Peiping's interveniion in Korea, states that "almost all” mainland in-
formants agree that opposition to Peiping is "very general' among all
classes except younger students and the regime's own functionaries,

o

is not known. Avallable evidenée {ndicates that popular support for
Peiping’'s domestic and foreign policies is not widespread. However,
Peiping's control over the populace appears to be firm, and the
regime's new campaign for funds t¢c buy heavy equipment for Korea
indicates that the Communists intend to force the Chinese people to
contribute increasingly to the Korean venture.

2. Bao Dai's popularity in Vietnam apparently increasing:

25%1, US Mirister Heath reports that the presence

of 35,000 "highly interested if not deiiriously
enthusiastic" spectators at the 6 June commemora-
tion of the unification of the Arnamese Kingdom
marked this festival as a striking success in contrast with the relative .
apathy shown or a similar cccasion a year agoe. During a parade of
yough delegations and Vietnamese troops before Bao Dai and Premier
Huu, the French remained discreetly in the background and no French
troops paraded. Heath believes that the size of the crowd indicates

-3 .
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Bao Dai's increased popularity and testifies to the authority and
organizing ability of Premier Tran Van Huu's.g@veroment..

Comment: ‘This development is the more
significant in that Bao Dai's popularity has always been lower in Saigon
that in other areas of Vietnam. The favorable popular response testi-
fies also to increasingly harmonious relations between Bao Dai and

Premier ran Van Huu,

NEAR EAST

0il Companjr plans to offer financial assistance to Iran:

25X1A

The UK Foreign Office has indicated to the US
Embassy in London that the Anglo-Iranian Oil
‘Company will offer some financial assistance

25X1

to Iran at the:start of the forthcoming negotia-
tions, if in turn the government will agree not to take any provocative
action in‘the oil areas in connection with implementing the oil nation-
alization law during the negotiafions. ‘The Embassy reports that the
British Foreign Office has become concerned over the recent increase
in anti-British and anti-AIOC propaganda in Iran,

: Comment: Prime Minister Mossadeq, who
is seriously concerned gver his government's straightened financial
circumstances, probably will be tempted by the offer, particularly
since he himself does not want to take any step which would prevent
a peaceful solution of the matter with AIOC. The danger remains,
however, that Mossadeq will not be able to control events in the oil
fields. Although he himself has exhibited an increasingly moderate
tone on the matter in discussing it with Ambassador Grady, his govern-
ment colleagues have continued to stir up the country withitheir violent
speeches in favor of nationalization.

25X1A
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EASTERN EUROPE .

Collectivi'zation constitutes serious problem.in Soviet Orbit:

Reporting on the recent action of the Polish
Politburo dissolving a Party District Com-
mittee for agricultural collectivization abuses,

US Embassy Warsaw comments that this action
is symptomatxc of the serious doctrinal and practlcal problems raised
by collectivization in the Soviet Orbit, The Embassy notes as evidence
of Communist pre-occupation with this problem: (1} recent modifica-
tions of the collectivization program in Poland and Hungary; and (2)
airing of collectivization difficulties in Czechoslovakia durmg the recent
Party upheavals.,

Comment: Collectivization has been used by
the Communists to release manpower for industrial expansion and also
as a means of controlling the peasantry. While the former objective
has been achieved in part, control of the peasant, particularly in the
European satellites, remains a serious problem. This is illustrated
by recent steps taken in Bulgaria, which is 52% collectivized, to orgamze
a Party control apparatus within the Ministry of Agriculture to insure
the proper. functioning of Bulgaria's agricultural production.

Additional peasant demonstrations reported in Bulgaria:

The Turkish press and radio during the past
week have reported simultaneous anti-
Communist peasant demonstrations through-

out Bulgaria, The US Consulate in Istanbul
states-thal "uprisings in Bulgaria have been
partiall, confirmed" by Bulgarian immigrants
interrogated in Turkey who state that demonstra-_

tions took place in the widely separated cities
of Shuman, Pleven and Svilengrad late in May. The immigrants also
stated that anti-regime pamphiets have been recently distributed in

-5 -
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large Bulgarian towns.
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1. -ﬁ:ﬁosla\r officials react favorably to senate hearinﬁm_us_mm' ' ‘
potley: ' :

Ambassador Allen reports that highWugoslav. -
25X1A officials have generally reacted favorably to -
the current debate on US foreign policy and == .. = . ..
have expressed confidence that the admintstra- SR
tion's policy ‘will be vindicated. Yugoslav leaders have followed with .

particular interest and approval Senator Fulbright's view that US

foreign poliey should be based on opposition to aggression and his op-

position to MacArthur's inclination to view all Marxists alike. Ambassa-

_dor ‘Allen feels that the debate will have salutary results in Yugoslavia R
e by convincing the Yugolsavs that US policy is based squarely on oppost- _ L

tion to aggression and that the US is supporting rearmament solely for o

defensive purposes. O

-+ 251
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25X1

LATIN AMERICA .

9. Panamanian Government to penalize ships violating UN embargo:

25X1A Following a US request, the Foreign Minister

of Panama stated that his government would
report to the UN Additional Measures Com-
mittee, prior to 18 June, the penalties which
Panama would apply to ships of Panamanian registry violating the UN
embargo, .

2

Comment: The subtraction of ships under
Panamanian registry from the Western flag vessels carrying strategic
materials to Communist China would be a substantial contribution to
the effectiveness of the UN embargo, since the Panamanian merchant
marine iscone of the largest (approximately 900) in thexyworld, Ef-
fective enforcement of penalties, however, might reduce the number
of ships registered in Panama and thereby cut into the government's
revenue from registry and property taxes, Consequently; the degree
of enforcement will be a further test of the cooperatweness 'of the newly
installed Arosemena administration.

-8, -
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SUBJECT: ANALYSIS OF IRANIAN POLITICAL SITUATION

(IT IS SPECIFICALLY REGUESTED THAT N0 DISTRIBUTION OF THIS REFORT BE MADE
OUTSIDE OF THE AGENCY.)

1. EBACKGROUND.

A. XYENOPHOBIA, TRAN NOW IS ANTI-WESTERN BUT IS VIOLENT OMLY IN ITS
MANTFESTATION AGAINST THE BRITISH BECAUSE THETR PRESENCE IN IRAN IF TO
THIS TIME HAS BEEN MORE SUBSTANTIAL THAN THE PRESEMCE OF. ANY OTHER WESTERNERS
(FOR EXAMPLE, THE ANGLO-TIRANIAN OTL COMPANY, BRITISH BANK AND BUSINESS FIRYS
BACKED BY A LONG HISTORY OF BRITISH INTERESTS IN IRAN). MDSSADED CAME 10
POWER CN 4 WAVE OF XENOFHOBIA, THE FORERUMNER OF WHICH WAS THE ANTI-RAZMARA
AND ANTI=- COURT MOVEMENT (RAZMARL AND THE SHAH DESCRIBED AS SERVANTS OF THE
BRITIS). IF THE UNITED STATES SOULD CONTINUE TO SIDE SPECTACULARLY WITH
THE BRITISH (FOR EMAMPLE, HARAIMAN'S REFUSAL TO FASS TO THE BRITISH MOSSADEQ'S
"OLTIMATUM, " AND THE POSTPONEMENT OF ‘HE $25,000,000 EXFORT-IMPORT BANK LOAN),
IHE BRUNT OF ANTI-WESTERN FEELING COULD EASILY COVER THE UNITED STATES AS WELL
AS CREAT ERITAIN.

B. DICTATORSHIF OF THE STREEIS. THE MOSSADED GOVERMMENT IS THE FRISONER
OF THE "STREETS." THE "STREETS" ARE COMPOSED OF TWO MAIN GROUPS: THE
FOLLOWERS OF MULLAH KASIANI AND THE TUDEH PARTY (WITH SATELLITE FRONTS), BOT
OF WHICH ARE EXFLOITING TO THE FULLEST A WAVE OF CENUINE NATIOWALISTIC FEELINGS
OF A BROAD SECTION OF THE UPPER MIDDLE CLASS. ALTHOUGH EASHANT'S FOLLOWING IS
POSSIELY MORE NUMEROUS THAN THAT OF THE TUDEH, THE FORMER HAS WEITHER THE
OHOANIZATION, DISCIFLINE, NOR REVOLUTIONARY AND CONSPIRATORTAL TRAINING AND
EXYERTENCE OF THE LATTER. ACCORDINGLY, OF THE TAD THE MORE POWERFUL IS
UNDOUEBTEDLY THE TUDEH FPARTY.

C. THE TRADITIONAL IRANTIAN POLICY IS TO MATNTAIN THE BALANCE OF POWER
BETWEEN THE SOVIET UNION AND CGREAT BRITAIN. THE TRANTAN POLITICAL PENDULUM
IS NOW SWINGING DANGEROUSLY TOWARD THE SOVIET UNION BUT GIVEY OPPORTUNITIES
THE IRANIAN SHOULD REACT AND TURN TOWARD THE WEST FOR SUPFORT (PROVIDING THE
WEST IS NOT REPRESENTED BY CREAT BRITAIN ALONE).

2. MOSSADEQ'S GOVERNMENT HAS POWERFUL POPULAR SUFPORT.

A. MAJLIS OPPFOSITION TO MOSSADED COLLAPSED ON 30 SEFTEMBER 19%1. ABDUL
RAHMAN FARAVATRET ANMDUNCED THAT THE OFPOSITION WOULD CEASE T ATTACK THE
GOVERRVMENT AS LONG AS THE OIL DISFUTE WaAS TNDER CONSIDESATION OF THE SECURITY
COINCIL. SOURCES BHL IEVE, HOWEVER, THAT THE COLIAFSE OF THIS OPPOSITION IS
FIHNAL. THE SECIRITY COUNCII. DEBATE IS A FACE=SAVING EXCUSE. THE OPPOSITION
HAS GOTTIEN "QUT ON A LIMB," DEPENDING UPON BRITISH POWER AND ROYTAL, COURT SUFPORT.

BOT™ FAILED TO COME THROUGH WITH THEIR SUPPORT AMD THE QPPOSITION DEPUTIES FEAR

FOR THEIR VERY LIVES.
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B. MOSLEM RELIGIOUS GROTUPS, WED AT OME TIME MIGHT MAVE BEEN DIVERTED
FROM KASHANT AND FROM HIS PRO-MOSSADEQ STAND, HAVE NOW RALLIED TO THE
MATIONAL FRONT BANMER. 1IN A LETTER DATED SEPTEMEER 1951 NAVAB SAFAVI,
LEADER OF THE FEDAYAN-I-ISLAM, MADE PEACE WITH KASHANI; A LETTER FROM
BURTWURDI OF QUM (THE QUTSTANDING SPIRITUAL LEADER OF IRAN) T0 THE SHaH
IRGED HIM TO SUPFORT MOSSADEQ.

PAGE 2

C. KASHANI'S ENORMOUS INFLUENCE IN SUFFORT OF THE GOVERMMENT WAS
DEMONSTRATED ON 3 SEPTEMBER 1951 BY THE GENERAL CLOSING OF THE BAZAARS
HROUGHOUT THE HATION AT HIS REQUEST AND BY THE ORDERLINESS (OF THE PARADES
HE SPONSORED IN FAVOR OF THE COVERMMENT ON THE SAME DAY.

D. EHE SAH HAS TAKEN 4 STAND IN FAVOR OF MOSSADEG AND AT LEAST SINCE
17 SEPTEMBER HAS REFUSED TO LISTEN T BRITISi ENTREATIES T0 RALLY OPPOSITION
IN FAVOR OF SEYYED ZIA TABATABATI. AT MOSSADEQ'S FEQUEST THE SHAH HAS ORDERED
THE FRINCESS ASHRAF OUT OF THE COUNTRY (SHE LEFT IN LATE SEPTEMBER 1551), THEREBY
SHOWING THAT HE WOULD NO LONGER (THAT IS, FOR THE TIME BEII'IG] CONDONE COURT
INTRIGUES IN POLITICAL MATTERS.

E. THE TUDEH PARTY AWD FEACE FRONT ORGANIZATIONS ARE BACKING MOSSADECQ,
ALBEIT OWLY ONW SPECIFIC ISSUES, AS LONG AS MOSSADEQ'S POLICY REMATINS
THTRANSICENT AGATNST THE ERITISH, THE TUDEH IS BEHIND MOSSADEQ. THE TUDEH
DOES ROT AFFEAR T BE IN THE MOOD AT THIS TIME TO MAKE LIFE DIFFICIULT FOR THE
GOVERNMENT, AS EVIDENCED BY THE FACT THAT THE TUDEH AFPARENTLY ACCEPTED THE
POLICE ORDER MOT T0 CELEBRATE PUBLICLY THE TENTH ANNIVERSARY OF THE FOUNDING OF
™HE PARTY (3 = 7 OCTOBER 1951). Eo 12958 3.4{b}{1}>25%rs

Fmi
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3. THE BRITISH POSITION IN IRAN HAS COLLAFPSED.

A.|

1

B. THE INFLUENCE OF THE BRITISH EMBASSY UPON THE SHAH AND HIS COURTIERS
HAS PRACTICALLY CEASED TQ EXIST, MAINLY BECAUSE THE SHIH IS INCREASTHGLY AWARE
OF THE STRENKGTH OF THE MSTREETS", AND FEARS THE "STREETS" AT PRESENT MORE THAN
HE FEARS THE BRITISH. NO OTHER PRIME MINISTER PRIOR TO MOSSADEQ COULD CLATM
SUH SPONSORSHIP. THE SHAH DARES WOT TALK BACK OR STEP OUT OF LINE. HE IS
FULLY AWARE MOW THAT TE FOLITICAL WAVE WHICH BROUGHT MDSSADEQ INTO POWER WAS
IN GREAT PART AN ANTI-COURT WAVE.

~SEGIET




PACGE 3

THE CANPAIGN OF INTIMIDATTON SUPFORTED EY CERTAIN ELEMENTS OF THE
NATIONAL FRONT AND CONDONED BY MULLAH KASHART (BUT MOT CONDONED BY WOSSADEQ)
HAS CONTRIEUTED TOWARD CURKENT ELDMTNATTON OF BRITTSH-SPONSOHED OFPOSITION,
(SEE ALSC PARAGRAPH 2 A AROVE),

L. THE SOVIET UNION IS IN A RELATIVELY STRONG POSITION TO REAP ADVANTAGES,

A« THE TUDEH PARTY HAS GREAT POTENTIALITIES, ALTHOUGH INSIDE INFORMA TION
I8 INADEQUATE, THE FOLLOWING CLUES ARE TMPORTANT:

(1) A4S EaRLY A3 1946 TE TUDEH HAD ORGANIZED WORKERS IN ARBADAN L]
POINT WHERE THEY SUCCESSFULLY STACED A GENERAL STRIKE.

(2) SINCE THE RAZMARA GABINET, THE TUDEH HAS ENJOYED GREATER FREEDOM
OF ACTION WITH CORRESFONDINGLY TNCREASED EFFICIENCY,

(3) 1IN 1950 HE TUDEH ORGANIZED FEACE FRONT GROTFS,

(L) IN DECRMBFR 1950 T™E TUDEH WAS Ty A POSITION 10 STAGE THE ESCAPE
OF IEN OF ITS LEADERS FROM THE TEHRAN JATL.

(5) IN APRIL 1951 g TUDEH QUICKLY TOOK ADVANTAGE OF THE INEFTITUDE
OF BRITISH LABOR RELATIONS IN ABADAN T0 STLGE ANOTHER SUCCESSFUL OENERAL STRIKE.

(&) 1IN JuLy 1951 THE TUDEH WAS ABLE TO MASS TEN THODSAND DEMONSTRATORS
IN THE STREETS OF TEHRAN AND ORGANIZE THEM IN SEMI-MILITARY ORDER.

(7) IN THE PAST Yismr THE TUDEH HAS BEEM SIGMALLY SUCCESSFIL IN CONDIDTTNG
LARGER SCALE PROPAGANDA.

(8) AN ESTIMATE OF TUDEN AND FRONT GROUPS FOR THE TEHRAN ARFA IN
SEFTEMBER 1951 WAS & MAXTMDM OF HIRTI-FIVE THOUSAMD, WHICH AFPEARS TO BE &
CONSIDERABLE INCREASE OVER A YEUR ACO,

(%) THE ECONOMIC STTUATION STANDS TC DETERIORATE FURTHER, WHIGH PAVES
THE WAY FOR FURTHER INCREASE IN THE FOWER OF THE TUDEY PARTY,

B. TE FOLICY OF ™HE NATIONAL FRONT AT THIS TIME PLAYS DIRECTLY INTD

(1) IT HAS cavsED WISTNDERSTANDINGS BETWEEN LONDOM AND WASHTNGTON,
THE BREACH COULD BE MADE TO WIDEN FURTHER.

(2) IT CALLS ForR mE FHYSICAL EXPILSION OF THE BRTTISH FROM IRAN,

{3) IT HAS UNDERMINED THE FRESTIGE OF THE ANGLO-SAXON FOWERS IN THE
NEAR EAST,



SECHET

e (LY IT LAYS THE GROIMDWORK FOR A COMMON FRONT OF NMATIOMALISTS
IN THE NEAR EAST AGATNST ANGLO-SAXON "IMPERIALISTS." (THIS POLICY,
FAVORABLE TO ME SOVIET INION, CAN BE CARRIED OUT MICH MORE SMDOTHLY
BY T™E MOSSADEQ OOVERNMENT, A BOURCEOIS GOVESNMENT, THAN BY A TUDEH
GOVERMMENT. )

PAGE L

(5) THE SOVIET "SIDING® WITH IRAN AT THE SECURITY COUNCIL IN
EARLY OCTOBER 1951 EAS INCREASED SYMPATHY FOR THE SOVIETS EVEN IN THE
RANKS OF THE MATIONAL FRONT.

C. MNOTE, HOWEVER, THAT SOVIET INFLUENCE IN IRAN HAS TO CONTEND WITH:

(1) THE ARMY, POLICE, AND CENDARMERIE WHICH REFRESENT IN THE HANDS
OF ‘ME SAH AND THE OOVERMMENT COMPARATIVELY WELL~ORGANIZED, CENTRALIZED,
AND MASSIVE REPRESSIVE FORCES, WITH MOTEWORTHY SHORTCOMING SIXH AS PENETRATION
IN CERTAIN QUARTERS, CORRUPTION, ANMD SO FORTH.

(2) POPULAR RESISTANCE TO COMMUNISM WHICH STEMS FROM RELIGIOUS
SENTIMENTS AND A REVIVAL OF NATTIONALISM.

[ |DISTRIBUTION: EMBASSY, TEHRAN
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NATIONAL INTELLIGENCE ESTIMATE

PROBABLE DEVELOPMENTS IN IRAN IN. 1952

IN THE ABSENCE OF AN OIL SETTLEMENT

NIE4S-

N

The intelligence organizations of the Deparlments of Stats,

the Army, the Navy, the Alr Force, and the Joint Staff par-

ticipated with the Ceniral Inteliigence Agency In the prep-
aration of thir estimate Al members of the Intelligence T
Advisory Commiiles concurred - in -this - estimate -on 31

January 1852
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PROBABLE - DEVELOPMENTS IN RAN IN 1952

"IN THE ABSENCE.OF

AN OIL SETTLEMENT

CONCLUSIONS

1. The probadility of Mossadeq or another
National Front leader continuing as

appears strong. His parliamentary post-

tion and that of the Natlonal Front will
probably be further strengthened as a re- .
sult of the current elections. . It ts unlike-

. ly that the Shah will influence events {d

the immediate future.

2. The maintenance of National Front
strength in the present highly volatlle
gituation will depend primarily-on the
government’'s success in solving finanéial
problems resulting from the nationaliza-
tion of oil and in satistying the baxic 8¢0-_
nomic and soclal demands which have

been fntensified by the- mﬂonaﬂzaﬁon_"

issue.

3. It §3 unlikely that Iran can gell -
nancially slgnificant amounts of oll to_.
non-Soviet orbit countries without the
acquiescence of AI0C, or will obtain sig-
aificant oll revenues from sales to the
Soviet orbit countries.

4. However, the Mossadeq 'government
can meet its essential obligations for two
or three montha by resorting to the vari-
ous expedients available to it without
legisiative saction by the Majlis. It can
probadly gatn the backing of the new —

Majlis for measures which would avert a
fiscal breakdown at least through- the — crease Bmuddnotbeﬂavethlh .
_cummer ot 1952.

- SRAARAT | R

8. Neverthcimg, fhe oc0nomie position of =

Iran will beesme progressively more prs-

- carfous and the Mossadeq government .

will be undar Inereasing pressure to sat-
fsfy the hoges for soclal and economie

benefits armmed by the nationalization

program.

8, Fallure isprovide these benefits would

be lUkely #» kead many National Kront

supportersfotoan to the Tudeh Party. ~

7-1t i3 almst certaln that the National
Front leadawwill bave dificulty in agree-
ing on memmres {0 satis{y. popular de-

raand for moial and economic benefits
- i i obtaiming Mali support for theso
measyres Thérelore, tn order to put
rough swh measutes, the Natlonal _
Front govemment would - probadly. be
forced to adwpt authoritarian methods

8. I the Nalional Pront government ls re- -
placed by & emervative government the

new government would almost cerlainly _

be forced temeke concessions to nation-

_alist sentinent and to mle by authoritar.: -

fan methalz i
8. We thusiefieve that barring establigh.

moent of avlbiciarfan rule, either by the

National Fheat or by the consorvatives,
the Tudeh pedendia) for galning controld .

over. the camtry will substantially in-- s

Tudeh coup's lmmineat.
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DISCUSSION

Tho Presant Sitvation
10. Prime Minister Mossadeq and the National
Front movement continus to dominate the
political icens In fran.- They have retaired the
enthusiastic eupport, particnlarly in Tehran,
of the urban workers, ahopkeepers, tanchers,
. students, government employees and relighous
. peadols who, under Mosiadeq's leadership,
_have sei20¢ the political Initlative from the
traditional ruling groups of wealthy mer-
chants and landlords. Althongh his followers
" in the National Front do not form & firmiy-
knit parly, and some are ambitious, sell-seek-
ing politiclans like Mullah Eashani and

Hoseln MakXi, Mossadeq will most lkely b3

able to prevent a eplit in the Nationa) Front
in the near future.

11, The oll crisis has not had any poticoable
effect on the national standard of Uving, and
has only begun to affect payment of govern-
ment salaries. Although the ofl Industry his

the Iranian Qovernment with no
Yoyalties since April and no other foreign ex-
change since Seplembder, Mussadeq has been
able to delsy a financial dreakdown by driw-
fng on the reserves malntained to cover
fssuance of bank notss and by diverting funds
from the Seven Year Plan Ovganization. Civll
service, army, and apcwrity foree salaries are

no more in arrears than usual. All the Iran. -

fan o workers formerly employed by~ the
(AIOC are still being paid by the Iranian Gov-

emment, even though ths vast majority are

ot fully employed. With regard to moet
petroleum products, Iran’s internal needs
have been rupplied by Lbe Kermanshah re-
fine)y, which has been kept by operation, and
by limited production &t the Abadan refinery.

Meanwhile, the orerwhelmingly. peasant ma.

jority of Iran's populaticn haz remained un«
aflected by tha present erisis.  Desypite soms
usual instances of local erop faflure;” this
year's £00d crop has been approxdmately nor-
ma), pifces have remained stable, and there
have been no shortages of sugar and tea, the
only {mported siaples in Iran‘s dlet.

12. Conservative opposition to Nossade] is
at present disorganized, hesitant, and fear-
-fol. This opposition fs drawvn mafnly from

" wupport, notably

the traditional ruvling troup.mymmbm-
of which fear they will Jose thelr

‘urymulndecumconducuubymum -

dog government. Mthoughamuunmlm
jority fn the Majlls $5 basically oppossd to
Mogsadeq, most of the deputies have support-
¢d hm on the oll fssue and acquiesced in
Mossadeq’s doclsion (o hold alections whils his
popularity was high. ‘s erities are
reluctant to expose themnselves to ths mod hys-
terla and possible violenca which they fear -
Moxsadeq's group o the Tudsh Parly might
bring to bear against them. More important,

-they have boen restrained by the Shah’s faflle

ure to commit himselt to support the removal
of Mossadeq. Although the Shah asserts that
Mossadeq's oll policy will prove disastrous for
Iran, he has been unable to agree with the op.
position on & suitable successor {0 Mossideq

. and apparently fears that an attempt t0 re-

move Mossadeq at (his time would lead to his

- ————

own assasgnation of 16 & revolution agalnst

his throne. I

13. The Communist-dominatsd Mideh Pirty

has beltered fts posilion considerably during -
Mossadeq's tenure of office. . Althobgh Mossa-

“deq 1S basically- hoatile to Boviet tmperialism,

his government has falled to take a clearcut
stand agatnst the Tudeh Parly, primarlly de-
causs Mossadeq is un o take drastis
action agalnst an organization which be_bes

“Heves can be kept undér conirel and which

rupports the government on the nationaliza-
tion tasue. In addition, some Natlonal Front
leaders and government officials appear to be

“Nd¢h sympathlzars. As g result, Tudeh has

been abdle to carry on a program of agilation
and denvinstrations has gatned increased
students, {adustrial
workers, and clvil strvants. < While the slss

- of the Tudeh Party cannot be acturately de-

termined, we believe Ha present strength s
much lower than the several hundred thou-
sand supporters claimed by Tudeh during i
heyday in 1848 Recenl US and British fleld
catimates give a tota) of about 8,000 actunl
members {n the Tehran arsa (with perhaps
thres or four timcs 43 many sympathisers)
and a total of some 5,000 membders in the ol

.
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ficdd L1e4, In Azerdaljan, and along the Cas-
plen coast.  The Tudeh has succesded in pene-
tzating eeveral departments of the govern-
msnt (notebly Education and Justice), al-

- thaugh not to the extent of acriously influene-

ing govenwnent policy or operations. Avalladble

" evidence Indicates that Tudeh has hagd less

success in penttrating the army and security

- FOICeS.
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18. Although Mossadeq will probably continus
to sesk US ald to enabls him ¥ meet his
budgetary deficit—which would make it easler
forglmtolhndﬂmonhhonhmt«
an-oil stiilement and would temporarily
strenglhen his political position — it ia in-
creasingly clear that he opposss the dev

ment of ¢loser military and polltical tcs

the West. He has vaclllated cn giving formal

4. Mossadeq’s current forelgn policy repre- — Spproval to the conlinuance of thy US mil-

sents & comMPpromiss between the basic nation-
alist desire (o cradicate all forelgn interfer
ence in Tran and Tran’s need for forelgn assist-
ance. Mossadeq and most Of his followets are
as much opposed Lo Soviet as 1o Britizh inter-

" ference in Iran, snd also are swapkicos of

closer ties with the US. They fear that such
Les would lead (o direct political or economic

penetration which would oblige Iran o com- - .
it [ts2}f to the West or antagonize the_US'SR.‘:' culties, ha may taminate ths contracts of the .

" Nevertheless, Mossadeq has recognized, as

most Iranian Jeaders have in the past, that
Itan cannot malntain a completely isolationist
position, and {s following out the tradittoria)
policy of balancing off the great powers
against each other. Although his followers
bave not hesitated {0 atlack (he US B3 well aa
he UK, Mossadeq has atked that tha U8 pro-

tary missions and the military aid

He eslso has sirong objections to becoming
- sudfect to the US economic sdvice. Although
. he was recently prevalled upon (o sign a Polnt

IV agreeroent, he bas thuz far refused o pro- -

- vide the assurances that would enable Irin to
obiain military ssdstance under the Mutual
Becurity Programa. 1f he falls to receive U8

“ald 6 relieve his growing budgetary diMy

- U8 mililary miscions and eventually curtall
US technical and economie asalstance agtiv-
-~ fles tn Tran. However, {t {s al20 zossible that
internal pressures may force him to go further
in giving commitmenis to the DS than hs
" would personally favor. Meanwhile, ha will
Almost certainly make greater efforts to ex-

pand Irén's economic’ relations with_other -

vide emergency Anancial assttance to Iran~— Sountries including the Soviet bloc, providing

unlll such time as the oll induslry is restored
to production. He has simultaneously entered
into negotiations for a new trade sgreement
with the USSR and bas repottedly sought ol
technikians from the Soviet dloc a3 well as-

from vartous Western countrizs. Ko has also—

they do nol appear to involve foselgn interfer-
ence in Iran’s domests affalrs. -

37. As an altermative to US ald, Mossadeq
almoest certainly would press forward with
negotialions now under-way with Poland,
CrechaglovaXia and Hungary for the aale of

reportedly entered negotlations with Poland, “yme two mitlion tons of Iranlan ol asd win

Crechoslovakia and Hungary for the sale of
Iranian oll.

Probable Economic Developments Under
Mossodeq

probably aiso seek of) deals with other mem-

bers of the Bovia bloc or with the USSR iaelf. -

However, {1 i3  unltkely that the Soviet bloo
couM provide endugh tankers to move finan.

clally eignificant quantilies of ol from Iran, .-

18. In the sbsence of an ofl settiement, Iran - and_thus the sale of ofl ta the Soviet bioc

will continue fls efforis (o sell Lo any £us-  would prodadbly bot provide Mossadeq with a . -

-tomer. 1t i unlikely, however, that Iran conld
goll finanelslly significant amounts of oll to
non-Soviet orblt countries without the scqui-

escence of AIOC and the olher major Western

-Gistributors. Moreover, Az further discussed
below, It i3 unlikely that fran could obtain
umlﬁc?mwme{awmmum

Soviel ardit countries

igmng solulion of his financla) problems.

18. The USSR might attempt to gain political
advantages in Iran by providing Mossadeg
with limited advancas sgainst future ol] de-
liveries of by satislying Iran's dollar and gold
claims ageinst- the USSR, Buch measures
would have culy a temporary effect on the

-t




financial position of the Mostadeq govern- sold (o the Central Bank for local currency.
ment. We do not beliave that the USSR would  The Government could, withoul reference to
be willing tog: Mossadeq sufficient assist-  the Majlls, malntain its current rate of deficit
ance 1o solve 's inanclzl problems axcept  spending through April provided it earvied
“on terms which he would be unable to acoept. -- with the bond drive more vigoroualy,
- The Sovitts prodadbly estimate that thelr best
- chance of guining control of all or parts of = tonal Iranian Ol Company Lo borrow directiy

Iran {s by alipwing the sftuation to continue
to deteriorate rather than by bolstering any
Iranian Government. .

19.-The Joss of foreign exchange as & conse-
qQuence of the elosing of the oft industry will
force the Iranian Govermment fn the comlag -
months ¢ reduce imports largely to the tevel -
which ¢an be financed from the proceeds of
non-oll exporls. Because of the high level of
_exports which has charscterized Iranian fors
cign trade in the Korean war period and
"~ which is'expected (o continue at a substantial. :
1y similar level for at least over the nert six

roonths, and because of the still uncommitted -

Central Bank 1201dlngs of forelgn exchange

of appraximitely 80 miilion dollars, it is im.--

probabdle that the government would be forcad
during the next six months to ¢ut imports Lo
& point where the glandard of lving will be
seriously affected. Nevertheless Iran's eco-
nomlc position without ol) revenues s pre-
carlous. The prospects for Iranlan-financed -

economis development are largely foraclosed. -

A crop faflure or a docline in exporis would
Jead 1o quick and serfous dificvities. In any™
event, maintenance of imporis at polltically
satisfaclory levels would lead Lo @ steady dratn
on forelgn exchange resarves, which, {n time,
would leave Iran with no margin for ¢ontin-
gentles.

20. The chiet impact of the cessation of ol
production has up 1o now been on the fiscal
position of the governfnent. 'The monthly”
oudget deficit has increased Lo about four
times the rate of the first half of 1031, (At
the new exchange rate of approxiraately €0
rials to the doliar the current estimated
monthly deficlt would be 6.8 million dollars.)

' the past four months (hig Geficit haa -

been financed largely by drawinge upon the
40 million dollars of sterling lranaferced iast
August from the note cover, 'Within a month
tha rematnder of this sterling will have been

and in addition 100k steps Lo enadls tha Na- °°

from the Central Bank, drew upon the 8 mi)- :

ljon dollars recently acquired from the Inter-
nallonal Monetary, Fund, sold government
stocks of wheal and sugar, and underlook
other possible improvisations.

21. It 1t Is Lo meet Sta essential obdligations
.beyoad Apri), the Mostadeq government will

bave fo sexk leglslative authorily enabling -

the Central Bank L) increass ihe currency
lsxve and make addiljonal Joans to the gor-
ernment. Resort to such tacticr, however,
would arouss serious opposition Ln the present

‘Majlis and therefore Mossadeq will probably”

"ot “seek this authorization untl) after. the

convening of the new Maflis (now acheduled
for late February) in which
strength Will probably be sumMélént t5 give

“the Mossadeq governmant leglslative author.

“ity tomeet Its obligalions through the sum-

-mer of 1952. - The abllity of the government

to continue to meel its flnancial obligations
in the sbsence of sdequate oll revenies thus
“depends ypon ils will and delermination o
resort 1o the expoedients avaficbie to it, and
upon s success In persuading the Majlis to
follow it lead. -

Protpects Fof The Survival Of The
-Mossodeq Regime

22. The survival of the Mossadeq government,
however, will not depend solely upon its abill-
ty lo avert a inanclal breakdown. The popular-
ity of the Mossadeq government derlves large
_ly from its ppecess in “Hberating” Iran from
British' interference.. However, the unrest

“which has found expression through, and has -

been Intensified by, the ofl nattonalization
fssue 18 not lkely o subside now that the
AlOC his been ejected. Although Mossadeq:
will continue to benefit from popular opposi-
tion to the Britlsh, he will have increasing atfs
ficulty drawing public attention away from

his failure both to fulk'l promises of economic :

improvement and to derive significant bene

SR
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fits frowm Lran’s off resources. He fs thus likaly
o be faced wilh the possibllity of Josing popu-
ar support.

28.-Although the pew Majlis will probably

coatinue to support Mossadeq on the fssue of -

Britich {nterference, the Natfonal Front ma-
fority 1s 1ts¢1t lkely to aplit on other Lsues.

The government will almoet certainly have

_difficulty tn sgreting on and in obtaining

Majis support for meaxures which would allsy

popular demand tor socle) and economic bene-

fits. Fallure to ' unz through with such
measures would Yad many support-
ers of the Natlonal hont, both within and

- outside the Mzajlis, to turn to the Tudeh

Party, whizh is the only disclplined parly fn’

Iran offering a clear-cut program of soclel and
economic reform. In order to forestall much
a development, the Natlonal Front “govern-
ment would probably be forced (o0 adopt
authoritsrisn methods.

24. The tendency of minority groups and pro-
vinclal leaders to ignore the writ of the cen-

" tral government would also increass if the

Nallonal Front government fafled elther to
keep Majlis support or 10 adopt suthoritarian
methods, Mossadeq apparently distrusis the
ammy and the gendarmeris-and:bas given
them litle support. This. may .eventually
have a serious effect op thelr morsle and con-

sequently on their will and ability to maintain

the government's authority over such potent-

fally separatist elements as the Arerbaljanis,™

the Kurds, the Bakhtiaris, and the Qashqats,
as well &2 {n Tehran. A1 abllity of the gov-

erament to maintaln fronter security and _

eollect taxes would decline. A weakening of
the government’s centra) authority would
greatly enhanced the danger of & substantial

increase In Tudeh influence, not caly in Teh-

ran but arly among the ofl workers
in the South and the populalion of lran’s

northem provincea  There would also be

_ greater opportunities for Soviet exploitation:

25. It s prodable (hat efther Mossadeq or
another National Front Jeader wil continue
&y Prime Mindster, &% Ieast for the present.
The Shah has the constitutional power to dis-
solve the MNajlis and can usually remove-a
Prime Minister from office. He also is Com-

mander in Chiel of the Army and has the sup-

nnouua—'. Tt 13 axtremnely unilkely that

would mm s power (o remove Mossadeq as
Jong as Ghe Initer has the suppoet of the
Majlis, since sweh & toove might Jead Lo serious

civil disturtesses, 3 Mossadeq's popalar sup- -
‘port weskenn, the chances of his removal by
normal potical eanss will incresas, fn thlx -4
-grent, the habowning grovp will

try to reammxt Kz oontrol oves the oen

‘“'

]
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ernment aad may be successtul §f a suitable -

- leader can e fownd. :
. 20, A conecrwlive Pegime, however, would be:

confronted Wit (e zame social and economie
?orob!ema. As pitempt by a new government
oblain su ot stttieraent on terms presently

“acoeplaNie §o the West would meet with the
vigmowm opposition by the Natfopal = =
-Front and Sae Tudeh Party, Consequently,

most
in order %o siay in power and cope_with_the

«diuation, mrh & sucdessor regime would al-.
most certalaly be forced t0 make concessions
to nationalist seatiment end to rule by author-
ftarian tnebhlie. ;

27. We Qe Bedete ¢hat durlng 1932 thers -
_will be increming derriands for pocial and aco-
nomie bemefs which Wocssdeq and the Na- -
- tona) Fruxt will find (¢ hard to satisfy with-

out adopling suthoritarian methods, partly
becaust ef e Jack of unity in the Nstiona
Front sof partly because of difficuities in

Bnamtis] requirernants. Barring es- '

meeting

fadlishment of suthoritarian rule- elther by
the Natiosal Froot or by the consarvatives,
the Tude potential for gaining control over

the counkry will substantially increase. How. ' -

ever, & Todh ooup 15 0ot contidered Immin-
ent for the Rllowing reasons;

a. These s o evidence of sppreciable Tu.

deh of the armed forces;
B. 805w et s knowh the key ministries (de--

- fense, commamications, and intlernal socurity) -

have not been effectively penetrated by the

Tudeh;

¢. Thee & ng _ndication that the Tudeh

malters Webeleve this rivalry will continue
for the paxiod of (hiy ertimate. .

ANk, To-
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PROSPECTS FOR SURVIVAL OF MOSSADEQ
REGIME IN IRAN’

CONCLUSIONS

1. On the basis of available evidence we
believe that the Mossadeq Government
can survive at least for the next six
months unless ill-health or death re-
moves Mossadeq from the Iranian politl-
cal scene,

2. If Kashan! should come to power, the
most probable result would be the pro-
gressive deterioration of Iran, possibly
leading to the eventual assumption of
power by the Tudeh.

ESTIMATE

The Qil lssue

3. An early settlement of the oil dispute with
the UK is unlikely. Political forces which
Moszadeq himself encouraged in the past now
require kim to insist upon grealer concessions
thin the British have given any Indication of
finding acceptable. On Lhe other hand, Mes-
sadeq's prestige would be greatly enhanced if
he succeeded in affecting the sale of oil despite
ihe British boycott.

The Economic Situalion

4. The loss of oil revenues has not serlously
damaged the Iranian economy, primerily be-
cause of an excellent harvest, although thers
have been some price increases, curtaiiment of
urban business activities, and reduction of im-
ports. However, the financial position of the
government has been serlously affected. Un-
less the government reslores revenues from
the gale of oll, substantial budgetary cuts and /
or extensive internal borrowing and further

currency expansion are inevitable,

1This estimate has een prepared In response 1o
an urgent, specife reguest and b an Inberim esti-
mats pending the preparation of & MOTE COMpres
hensiveé oo which in ander way.

Foctors of Political Power

5. 0. Recent evenls have produced far-reach-
ing changes In the traditional facters of polit!-
cal power in Iran. As & practical matter, the
&hah hes almost complelely lost his capability
fer independent action, but Is & useful tool
for Mossadeq, should need arise. The former-
ly dominant landewming class has also lost
political injtiative. The Armed Forces, If
given effeclive direction, are probably capable
of coping with &ny iype of domestic dis-
turbance presénily foreseesble. We do mol
believe that their effectiveness has been mate-
rially reduced by Mossadeq's changes In the
high ¢command. Mossadeq's popular presilge
makes him stlll the dominant pelitical force
in Iran.

b. A major threat to Mossadeq’s continued
control over the helerogeneous National Front
arizes from the activities of Mulixh XKazharnd,
ambitious Moslem leader. Kashani's extreme
intransigeance on the oll issue and his uncom-
promising demands for the termination of all
forelgn interference in Iran severely Lmit
Mossadeq's freedom of action. He has suc-
cessfully separated many National Front poll-
ticians from Mossadeq. Although Kashanl
has expressed optimism publicly with respect
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to his ability to codtrol Tudeh, he is basically
upposed 1o thelr alms, probably can welgh
with shrewdness and sccuracy the potential
value and danger Lo him of Tudeh support,
and is not likely under present conditions to
seek thelr help.

£. While the Tudeh Party has become
slronger In recent months, It Is almost cer-
tainly Incapable by itself of overthrowing the
government by force or subversion at present,
Although the Tudeh Parly has an organiza-
tion, has & significant degres of favorable pub-
lic opinlen. and has the cooperation of the
USER, it stil] Jacks & Jegal status and the
power in Lhe Majlls and control of the key
Cabinet positions which would be neceszary Lo
take over the government by constitutional
means. The Tudeh Parly will, however, prob-
ebly support Kashani in the belicf. that If
Eashani were in power s epportunitics for
laking over \he country would be improved,

Likelihood of an AHempt to Overthrow

Messadeg

6. Bince Mosiadeq's return to power In July
1852 there have beéen continuous reports of
plots to overthrow him. Kashanl and Army
officers are frequently mentioned as leaders,
but the reporls confiict en matiers of essential
delail. - It does notl seem likely that Kashani
will seek Lo replace Mossadeq 2o Iong as no
clear izsues of disagreement arize belween
them, 50 long &5 his Influence on Mossadeq
remains strong, and o long as Mossadeq i
willing to assume responsibilily. 8o far as
a military coup is concerned, we have no evi-
dence to indicate thal any group of officers
has the capability which the initiation of a
successful eoup would regulre.

Proboble Oulcome of an Attempt to
Overthrow Mossadeq

7. In the event that an atlempt is made to
overlhrow Mossadeq, the following means are
avallable:

a. Viclent Mcans:
L Military Coup: A military coup against
Mosssdeq is not likely to succeed because Mos-
sadeq has had the opportunity fo eliminate

elements in the Army hostile to him, and none
of the Army personnel reported as currently
being Involved in plots agalnst Mossadeq are
believed to have the prestige or Influence Lo
obtain the necessary support from the Army.

1. Mob Violence: A contest in the streets
belween the forces supporting Mossadeq and
Fashani would be bitler and destructive. The
lineu,» of forces would depend in large part on
the specific bssuts involved ab the tlme the
rioting broke out.  If there should be a break
now béetween Mossadeq and Kashanl, we be-
lieve that Mossadeq could rally greater forces
than Kashanl. The lineup would probably be
&3 Tollows:

(8) Mossadeq: the bulk of the Na-
tional Front rank and file in the cities; Dr.
Baghai's Iranlan Workers' Party with their
organized street-fighting forces; the Somka
(Fescist) Party, provided the Tudeh sup-
ported Kashand; the Pan Iranian Party; and
the Army and part of the Police Force, pro-
viding they were given specific and direct
nrders.

(b} Eashani: his followers in the Na-
tonsl. Front; the Bazaar mobs and the
bands organized by his son; the Fedayan
terrorist organization of Moslem extrem-
ists; the Tudeh and its various subsidiaries;
and possibly some support from the tribes
if the Army sided with Mossadeq.

i, Assassinatlion: Assassination of Mos-
sadeq would probably result in the accession
to power of Kashanl. (Note: Kashani would
probably also come to power Y Mossadeg
ghould retire or die & natural death.)

b, Constitutional means; An attempt may
be made to overthrow Mossadeq after the
Majlis reconvénes on ® Oclober. It sppears
unlikely that Kashani could persuade the
Majlis to vote to oust Mossadeq In view of
the absence of eny issué which could Berve
as a baxis for sttacking Mossadeq, the re-
sources at Mozsadeq's disposal for controlling
the deliberations of the Majls and Mossadeq's
record &S champlon of nationalist aspirations.
Moreover, Mossadeq in opposition would pos-
#ess much of the strength which enabled him
Lo regein power in July 1852, and his return
to office would not be unlikely.
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Consequences of the Assumption of Power
by Kashani

8. If Keshanl were to come Lo power, the con-
sequences would depend upon the clreum-
stances of the take-over and upon the group
or groups supporting him at that time,
Kashani might come to power by:

a. A vote of the Majlis unseating Mossadeq.

b, Assuming cantrol over another Natlonal
Front regime I Mossadeq were removed from
the political scene.

€. A deal wilh the Tudeh Parly by which
Tudeh was glven representation In the gov-
Ernment.

d A coalition wilh wvarlous dlagruntled
Army leaders and conservatlve elements,

If Keshani should come to power, the prob-
able net resull in Tran would be a situation
worse for Western Interests than the current
one. The regime would be more difficult than
the present one Lo deal with on the oll dispule
and more resistant to all Weslern Influence.
The effectivencss of the government and the
securily forces would decline, as would the
economie siluallon. There I8 no assurance
thal the regime would not be overthrown by
Mossadeq, by inlernal dissension, or by & mili-
tary coup, wilh trend changes we cannot
presently predict. However, Lhe probable
uitimale conscquence of a Kathan) regime
would be the progressive general deterioration
of Iran possibly leading to the eventual
assumplion of power by the Tudeh.
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PROBABLE DEVELOPMENTS IN IRAN THROUGH 1953

THE PROBLEM
To estimate probable future developments in Iran through 1953.

CONCLUSIONS

1. The Iranian sltuation contains so
many elements of Instablility that it is
impossible to estimate with confidence
for more than a short perlod. On the
basls of present indications, however, it
appears probable that u Natlonal Front
government will remaln in power through
1863, desplte growing unrest. The gov-
ernment has the capability to take effec-
tive repressive action to chaeck mob vio-
lence and Tudeh agitation and will prob-
ably continue o act against specific chal-
lenges of this sort as they arlse, The
government is likely to retain the back-
ing of the S8hah and control aver the
security forces. Although the danger of
gerlous Tudeh inflitration of the National
Front and the government bureaucracy
continues, we belleve that Tudeh will not
be able to gain control of the government
by this means during 153, Nelther the
EToups opposing the Natlonal Front nor
the Tudeh Party are likely to develop the
strength to overthrow the National Front
I;gﬁ annntt,itul:lunu.i means or by force in

2. Even in the absence of substantial of)
revenuesd and of foreign economie ald,
Iran ean probably export enough to pay
for essential imports through 1083, un-
less there is & serlous crop fallure or an

unfavorable export market. The govern-
ment probably will be able to obtain
funds for Ita operatlon. Some inflation
will occur. Capital development will be
curtalled, and urban living standards
will fall However, we do not belleve
that economie factors, in themaelves, will
result in the overthrow of the National
Front in 1863.

3. If present trends in Iran continue un-
checked beyond the end of 1853, rising
intarnal tensions and continued deteri-
orgtion of the economy and of the budge-
tary poslllon of the government might
lead to a breakdown of government
aythorlty and open the way for at least
s gradual mssumption of control by
Tudeh.

4. Bettlement of the oll dispute with the
UK s unlikely in 1853.

5. During 1853 Iran will attempt to sel] -
oll to other buyers, both in the SBoviet
Bloc and the West. Bhortage of tankers
will limit sales to the Boviet Bloc to token
amounts. B8mall independent Western
oil companies will probably not buy sig-
nificant quantities of cil. We estimate
that major Western oil companies will
not be willing to make an agreement
with Iran 8o long as the current legal,



economic, and political obstacles exiat.
Nevertheless, some moderate-sized ofl
companies are becoming restive, and it ia
poasible that combinations for the pur-
chase and transport of substantial quan-
titles of Iranian oll may be made unless
there s direct and strong objeetion by
the US government. The British would
probably regard any arrangement be-
tween US oll companies and Iran, in the
absence of British concurrence, as a seri-
ous breach of UK-US solidarity.

6. Kashanl or possibly another Natlonal
Front leader might replace Mossadeq
during 1853. Any successor would prob-
ably be forced to resort to ruthless tactics
to ellminate opposition. In his struggle
to eliminate his opposition and particu-
larly if he failed to do 8o, 'Tudsh influence
and oppertunities for galning contraol
would increase rapldly.

7. The Mossadeq regime almost certainly
desires to keep US support as & counter-
welght to the USSR and appears to want
UB economic and military aasistance,
Nevertheless, there will probably be an In-

creasing disposition to blame the US, not
only for Iran’s failure to sell substantial
amounts of oll ar to obtein an oil settle-
ment, but also for Iran’s flnancial and
economic difficulties.

8. Therefore, the US Point Four and mili-
tary miaslona are likely to find it even
more diffieult to operate during 1853
than at present. They would probably
be placed under severe restrictions if
Kashanl or other extremists came to
power. However, nelther the Moasadeq
Government nor a successor National
Front regime ia likely to expel these mis-
alona during 1863,

8. The USSR appears to belleve that the
Iranian aituation is developlng favorably
to its cbjectives. We do not belleve that
the USBR wlll take drastic action in Iran
during 18563 unless there is a far more
serious deterloration of Iranian internal
stabllity than is foreseen in this estimate.
However, the USSR has the capability for
greatly Inereasing its overt and eovert in-
terference in Iran at any time, to the
detriment of U8 security interests.

DISCUSSION

INTRODUCTION

10. Events since the natfonalization of oll in
1861 have profoundly changed the political
climate in Iran. The politieal forces which
brought Mossadeq and the National Front to
power are powerful end lasting, The Bhah
&nd the formerly dominant landowning class
have lost the political initiative, probably
Permanently. Nevertheless, the coelition of
urban nationalists and religlous gealots which
Mossadeq heads has no agreed program for
the future, being united primarily by & com-
mon desire to rid the country of forelgn in-
fluence and replace the traditional governing
Eroups.  The ability of the National Front to

remain in power, as well as Iran's ultimate
role in the Esst-West confilet, will depend In
large measure on the Natlonal Front's success
In working out solutions to the serlous social,
palitieal, and economic problems which will
confront {t during the next year.

11. Although unrest in Iran derlves from a
eomplex of fectors extending far beyond the
ol dispute with the UK, this dispute none-
theless has become the focal point of political
activity. Mossadeq rode to power on the
lasue of nationalization of oll, and his present
politieal strength derlves largely from his con-
tinued deflance of the UK.

>




PROSPECTS FOR A NEGOTIATED
OIL SETTLEMENT

12. Eritish Attituda: We belleve that the UK
will almost certalnly continue to insist thet
there ba some form of neutral arbltration of
the amount of compensation for the seizure
of Anglo-Iranlan Oll Campany properties even
though natlonalization pPer s¢ is no longer an
jssue. The UK will probably also continue to
realst meking paymenits against Iranian
claims without first obtalning firm Iranian
commitments to follow through with a sattle-
ment.

13, In taking this stand, the UK ls motivated
primarily by considerations of prestige and
precedent. The Conservallve pgovernment
would face strong political oppoaition at hame
if It agreed to Mossadeq's present terma. Par-
haps more Important, the Britlsh feel thet
capltulation to Iran would threaten their own
and the Western oll position ganarally in other
parts of the Middle East. Msanwhils, the
British feel under no Immediats compulsion
to maks a setilement with . In the
first placs, increased production in other areas
has already made up for the loss of Irenian
crude oll production, elthough the refining
capacily at Abadan has not been fully re-
Placed. Becondly, although the UK belleves
that lack of ol revenues will result In pro-
greasive economie and political deterieration

In Iren, it does not appear to regard & Com-
munist takeover in Iran ad Imminent.

14. Moreover, the British are not likely to be
Induced to make greater concesslons to Iran
by the prospect of Iran's selling oll in the ab-
sence of & seftlement with AIOC. The UK
probably believes that In the absence of an
&greement between Iran and a major US aofl
company, It JE;D continue to exert economie
pressure on Iran and prevent the shipment
and sale of significant quantities of Iranian
ofl In world markets. The British would
probably regard such an agroement, in the
absence of Britlsh concurrence, as & serious
breach of UK-US solldarity,

16. Iranian Attitude: Although the Mossadeq
Government desires and heads revenues from
the sale of all, its attitude toward the oll dls-

pute ia conditioned largely by political consiq-
erations. The Natlonal Front has manipy-
lated ofl nationalizstion into such & powerful
symbal of national independence that no set-
tlament would be acceptable unless it could be
presented to the Iranlan public as & clear po-
litical victory over the UK. Mossadeq has
been under growing pressure from extremists
such as Kashanl who malntain that Iran's oll
resources are a curse rather than a blessing
and that Iran should rearganize its economy
to avold dependence on ofl revenues. On the
other hand, Mossadeq's sirsngth with other
elaments In the National Front has

largely on his continued success in persuading
the Iranian people that he 1s doing his best to
restore ofl revenuey but that he is belng
blocked by Hritlsh intransigeance, injustics,
and greed. Whether or not Mossadeq has the
politieal strength and prestige to persunds the
Iranian publie to agree to an oll settlement on
terms which the UK could aceapt, hia per-
formance to date provides no indicatlon that
he desirea to or will do sa. Omn the contrary,
he has made succeasively greater demands for
British concesslons.

16. We bellove, therefore, that a negotiated
oll settlement during the period of this estl-
mate 1s unlikely.

PRCBABLE DEVELOPMENTS IM _THE ABSEMNCE
OF A NEGOTIATED SETTLEMENT
Tha Oil Problem

'17. Deapite the severance of diplomatic rela-

tions with the UK, Iran will probably be re-
captive durlng the coming year to further
proposals for a settlement of the oll disputs.
For political as well as economie reasons It wil]
also make every effort to sell oll to other buy-
era, both In the Soviel Bloe and the West. It
will avold entering inlo any agreements which
could be construed as viclaiing Iran's sover-
elgniy or |ta control of the ofl industry.

18. It Is unlikely that Iran will sell algnificant
quantities of oil durlng 1963 unless it can
make arrengements with & major Western
petroleum dlalributing firm or a combination
of moderate-sized firms.  Although 1t Is lkely
to sign further trade agreements with Soviet
Biloc countriea calling for delivery of Iranian
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tha sxtrame shortage of tankers available
:Lm Bovist Bloc will restrict shipments to
token amounts. It also s unlikely to sall
financlally t quantities of petroleum
to amall independent Weatern oll companies
in view of the dificullles which thess com-
panies would have In chartering the necessary
tankers and in breaking into sstabllshed mar-
kets. We estimate that mejor Western oll
companies will not be willing to make an
agreemant with Iran so long as the current
legal, economic, &nd political obstacles exist.
Nevertheless, some moderate-sized oll com-
panles are becaming restive, and ii is possible
that combinations for the purchass and
of substantial quantities of Irenian
oll may be made unless there I8 direct end
strong objection by the UA Governmant.

16. Barring an agreement with & major Weat-
ern concern or combination of moderate-sized
firms, Iran will not reallse suffclent ravenua
from oll to allevlate apprecinbly elther the
government's flacal problem or the nation's
economic difficulties. Ths principal effect of
such limited sales would be political. Thay
would enhanes Mossadeq's prestige by en-
abling him to claim succesa In delying the UK
and to claim that his government was making
progress toward restoring oll revenues.

Economic and Financlal

20. To date the losa to Iran of oll revenues
doea not appear to have bean directly reflactad
In reduced consumption levels, although In-
vestmant haa been slowed. Wholesale prices
and the coat of living Index have risen vary
little aince early 1061. Aince the beglnning
of liE:adtnm has been same drop {n real In-
coma business activity, and a correspond-
ing rise In unnmpln:rm{ mainly becauss of
the postponement of government disburse-
ments under budgetary preasure.

21. Untfl mid-1062, the government financad
Its deflcits mostly by selling government &s-
sels Lo the government-controlled Bank Melll
and borrowlng from seml-publie Institutions.
By mid-1853, the government had exhausted
nearly all Its gold and farelgn exchange hold-
ings except for the legal minimum required as
backing for the currency. Bince mid-1083,

the government has been meeting Ita defie(t,
currently running at 300,000,000 rials a
month, principally through unsecured loans
from the Bank MellL

23. Mossadaq 18 not lkely to make substantial
reductions In government expenditures, Al-
though he at one time considered reducing
the armed forces budget, more recently he
appeara to have reallzed the Importance of
these forces In maintaining order throughout
the country. He cannot afford to stop pay-
ments to the unsmployed oll workers at Aba-
dan. Although he may attempt to resetils
some of those workers in other areas, he will
be raluctant to do so as long &s there is a

sadeq may, In fact, be forced to increase gov-
arnment expanditures, to provide, for exam-
ple, working capital for factorles and to
finance the small economic development proj-
ects already under way. Moreover, he muat
find funda for rellef during the slack wintar
months, when some unemployed agricultural
and construction workers customarily migrata
to the clties.

23. Prospects for Increasing government reve-
nues during 18563 are alight The only sig-
nificant sources ol inereased tax revenus are
the wealthy landlords and capitalista. Al-
though Mossadeq has the authority and will
probably make greaier efforts to tap thesa
sources, perhaps in some cases by outright
conflscation, even full exploitation of theas
sources would not aliminate the government

deficit. On the basis of recent experlencs,

further bond lsaues are not likely to ralse ade-
quats amounta.

24. In the absence of foreign ald durlng 1083,
therefore, the government will probably re-
sort [ncreasingly to defleit financing, primar-
ly by unsecured loans from the Bank Malli
and by increasing the amount of currency in
elrculation. The government may also re-
sort to confiscation of property and the sale of
government stocks, such as opium and rioe

25, Iran's Imports will continue to decline,
Although exports are expected to be slightly
higher than the 1861-1852 level, they will ba
sufficlent to meet only about ane-half Iran's
Imports prior to the oll dispute. In view of
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exhaustion of forelgn exchangs hold-
mmmwmmﬂhummm:p-
this level, thua r.*un:trlhuuni to
inflationary pressures and causing some Te-
duction In urban business activity. Reducing
importa will cause sharp reductions In the
avallabllity of luxury goods and some reduc-
tions in capital goods during 1063, but ia not
expected to deprive Iran of sasentinl Imports.
There will also be & trend towanrd barter agres-
menta, and the already substantial Iranian
trade with the Boviet Bloc will tend to in-
CrEARH.

28. The nat results of the Anancial and eco-
nomic steps likaly to be taken by the govern-
ment during 1853 will probably be: price In-
creasas of perhAaps &8 much as 20 to 30
percent; some reductlion in living standards
in the cities; & substentia] inereass {n the na-
tional debt; a reductlon of privately held and
government stocks; and further postpone-
ment of the government's own economic de-
velopment program. A continuing low level
of capital goods Imports will lead to some
deterjoration of Iran's physical plant; at the
same time, upward pressures on the price
level, arising in large part from government
deflcits and declining public confidencea, wilt
bring nearer the danger of runaway infation.
Moreaver, the government will have little mar-
gin of safety for coping with such unantiel-
pated eventualities a8 a serfous crop failure.
Although we do not bellave that thess devel-

opments, singly or collectively, are likely In
themsalves to cause the overthrow of the Na-

tonal Front in 1963, & continuation of these

trends beyond 1963 will have & serlous effect
on political stability.

Political

1. The principal interna] political problams
facing & National Front reglme will be to re-
tain popular support, to preserve unity in the

Natlanal Front, and to maintain the morele
and effectiveness of the security forces,

28, During 1863 the dispute with the UK will
Bradually become less effective ma an instru-
ment for rallying popular support behind the
fovernment As the economic effects of the

of ol revenues became more noticeahls,

the governumant will be under greater pressure
from large property owners to restore ofl in-
come. Tudeh and the more radical elements
in the Natlonal Front will increase their de-
mands for social and economic improvements,
In response, the Natlonal Front government
will probably attempt a more vigoroua en-
forcement of agrarian and lebor leglalation,
Enforcement will be haphazard and will re-
guire Increased use of force. The agrarlan
program will be bitterly opposed by some land.
lords, and clashes between peasants and land.
lords are likely to Incresse.

20. The illegal Tudeh Party will continue to
profit from the gradual economic dateriora-
tion that will take place during 1953 and from
the haphaszard enforcement of the govern-
ment's program for soclal and economic im-
provementsd. The party will continue Ita
efforts to weaken and divide the National
Front, will sttempl to instigate riots and dis.
ordera by peasants and urban workers, and
will intensily Ita propaganda against the UR
and the Bhah. It will probably make some
further progress in infiltrating the Nationa)
Fronl and some government agencies How.
evar, the government has the capability to
take effective repressive action to check mob
violence and Tudeh agitation. It has re-
cently outlawed strikes and will probably con-
tinue to acl againat apecific Tudeh challenges
to ita muthorlly as they arlse. We belleve
that Tudeh will not be granted legal status
durlng 1063 and that it will not develop suf.
clent strength Lo gain control of tha govern-
ment by parllamentary means or by fores.
There s serious continuing danger of Tudeh
infiltration of the Natlonal Front and the gov.
ernment buresucrecy, but we belleve that
Tudeh will nol be able to gain cantrol of the
government by this means during 1863

30. To maintain ltself in power, the govern.
ment will rely Increasingly on the securlty
forces. AS stated above, the government can
and probably will avold substantial reduc-
tona In the milltary budget. Hecant changes
in the high command are not belleved to have
algnificantly reduced the morale and effec-
tiveness of Lhe security forces. These wi)l
probably remadn loyal o the government and
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\f given expilelt orders will probably be capa-
ble of maintaining order except in the unlike-

ly event of simuliineous nalon-wide riols and
disturbances. We do not belisva that the
Tudeh Party will develop sufficlsnt strength
during 1853 to Instigate disturbances beyond
the capabllity of the securily [orces fo
control.

31. Mossadeq will probably continue to bene-
fit from the Inabllity of the oppositlon to
unite or exert effective power. In the pasi,
Mossadeq has shown great skill in isolating
his opponents and aitacking them one hy
one. He is likely to continue those tactics
and to ndopt progresalvely forceful measunes
against the opposltion. The Majlis haa
granted him suthority to rule by decres until
mid-February, and we belleve he will bo able
to have this power exténded {f he considers
it necessary.

32. It seems probable that the National Front
will remain in power during 1063, It is likely
to retain the backing of the Bhah and control
over the securily forces. The groups oppos-
ing the National Front are not likely to have
the strength or unity to overthrow 1t. How-
ever, we are unsble (o ealimale with confl-
dence whether Mossadeq himself will remain
in power during 186). Kashanl, Mossadeq's
strongest potentia! oppanent, will probahly
3ﬂnﬁ:ﬁn to exert a ﬂ-mﬂﬂ Influence on Mossa-

8q cansequently wij] fer Lo
remain In the mmmpm:r o
continues to shoulder responsibliily. On the
other hand, Kashan! s buflding up his own
political strength and might, should he so
desire, be able to oust Mossadeq by parlie-
mentary means during 1683

43. Kashani would also be the probabile suc-
mmﬂ rdlw,ln the event of the latler's

. Hega of how Mossadeq ls re-
placed, Kashan! or any other HI.LH::E.'I. Front
Successar could not be assured of the support
of all the diverse elements of the Nallonsl

L Any successor regime would, there-
fore, be likely to resort to ruthlesaness (o
destroy oppoaltion. In jis struggle to do so,
&nd partieularly if it falled to do so, Tudeh
Infuence end apportunities for galning con-
tral would increase rapidly.

34 If present trends In Iran continue
checked beyond the end of 1053, rising
tarnal tenslons and contlnusd deterlora
of the economy and of the budgetary post
of the government might lead to a
down of government authority and open
wiy for at least a gradual assumption
contral by Tudsah.

PROBABLE DEVELOPMENTS IF THE UX AND
IRAN REACH AGREEMENT ON THE OIL
QUESTION

3B. If tha Iranian Government reached an oll
setllement with the UK —no matier how
favorable to Iran — it would almost certainly
be confronted with violent demonstrations In
urban canters by the Tudeh Party and prob-
sbly by extremlst elsments In the Natlonal
Front. There would also be !mmediate dan-
ger of Tudeh sabotage of oll.installationa.
However, the government would almoat cer-
tainly have the backing of the Bhah, the
security forces, and the more moderate Na-
tional Front elements and would probably be
able to suppress thess disturbances. The re-
sumption of large-scale oll exporta would go
far towerd easing the government's budgetary
difficulties and would enable |t to take steps
to Increass the aupply of goods and reduce
inflgtlonary pressures, and io expand !ts eco-
namic development program. Neverthelesa,
antl-forelgn senilment, particularly against
the UK, would remaln strong, and even with
substantial oil revenues the government
would still have great difficully In dispelling
the antagonlsms aroused between landlords
and pepsanis and batween the "haves" and
“have nots,” which would continue to be a
major cause of Inatabllity.

PROBABLE DEVELOPMENTS IF IRAM SELLS
SUBSTANTIAL QUANTITIES OF OIL WITHOUT
BRITISH CONCURRENCE

d6. If Tran wers to succeed In making & con-
tract for the continuing sale of substantial
quantities of oll to & major Western ol com-
pany without having reached a settiement
with the UK, the economic effects would be
subatantinlly the sama as those described In
paragraph 35 above. Tudeh reactlon would
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almost certainly be viclent, and thers might
from axtremist elamanta in

might ariss and ita prestige would be consld-
-rl'hl;:.r snhanced. Baslc causes of instability
would remaln, but the government would be
in a stronger position to arrest the trend
toward eventual Tudeh control.

IRANIAN RELATIONS WITH THE US AND USSR

37. The Mossadeq regims will probably con-

tinue |ts pressure on the US to persuade ithe
UK to egres to Iranian terma In the ofl dis-

pute and will be quick Lo criticize any signs
of what it considers U8 support for the UK.
It will also continue to request financial
assistence, argulng that the withholding of
U8 ald Increasss the danger of ultlmate Tuden
control.

38, The Mossadeq regime will not wish com-
pletely to alienate the US. Mossadeq almost
certainly desires UB support as a counter-
welght to the USSR and he appears to desire
U3 economic and milltary assislance. Newver-
theless, as Internal tenslons mount, there will
be an increasing tendency to blame the UB,
not only for the fallure Lo reslore substantial
oll revenues, bul also for Iran's financlal and
economic difficulties. The US military and
Palnt Four missions in Iran may therefore
find it even more difficult to operate during
1063 than at prasant.

40. Kashanl or other extremist Natlonal
Front leaders who might succeed Meosaadeq
would probably be more opposed than the
Mossadeq regime to the exerclse of UB Influ-
ence in Iran and would probably place greater
resirictions on US missions In Iran. How-
ever, Lthelr recognition of the need of UB sup-
port o counter Boviet pressure and their
scknowledgment of the valus to Iran of Point
Four ald would probably check any inclina-
tlon they might have sither to terminate

Polnt Pour ald or to i milita
bt expel the ry

40. Iran's offclal relatlons with the USSR
Wil probably remaln cool and guarded. Al-
though both governments will seek to increase

ET 1

trade between Iran and the Boviet Bloc, the
Nationa! Front will almost certalnly avaold
any actlon which would subject Iran to Boviel
domination. On the other hand, 1t will nat
wiah to destroy the UBER's value as & counter-
walght to the Weast, In the UN, Iran will
probably take & neutralist, anti-colonlalist
poaition and support any attempt to eatablish
& neutral Arab-Asian bloe.

41. For ita parl, the USSR appears to believe
thet the Iranian situation is developing
favorably to its objectives. 'While continuing
its support of Tudeh and ita violent radio
attacks an the government and the Bhah, tha
Boviet Unlon is unlikely to take any drastle
action to Influence the Iranian situation dur-
ing 1063 sxcept in the unlikely event of a far
mora serious deterioration of Iranlan internal
stabllity than is foreseen In this astimate.

" 43, The USSR, however, haa the capabllity for

greatly increansing its interference in Iran at
any time, to the detriment of UB security
Interoata. Ita capabllities include: greatly
increasad aupport of disaffection and subver-
slon In Aserbaljan, including the infltration
of Boviet Aszerbaljanis; greatly increased
financial support for Tudeh; offer of sconemie
and financial Iinducements to Iran; stirring
up of the Kurds; and heavy pressure for the
removal of the US misslons, legalization of
Tudeh, and removal of legal bans on the
Tudeh pross, The USSR would probably re-
frain from use of Boviet armed forees In Iran,

‘pecause of the posaible global consequences of

such Intarvention. Boviet intervention short
af the use of Boviet armed forees would prob-
ably not result during 1853 in the direct over-
throw of the Iranian Covernment or the de-
tachment of Azerbaljan but could have a
serlously adverse effect on the stabllity and
integrity of lran and on U8 security inlerests
Lhere.

43, Negotiations on the future of the USSR's
Casplan Bea Flsherles concesslon, which ex-
plres 31 Junuary 1863, may provide an Indi-
eation of 0 change in Boviet-Tranlan relations,
although both Iran and the USSR will prob-
sbly confine themselves at most to hard

bargaining.
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DATE: JUL 2003

23. IRAN

Present Situation

Political - Retired Gemeral Fazlollah Zahedi, who became
prime minister on 19 August after removing Mohammad Mossadeq,
appears to be establishing a Western-orlented, moderately
nationali=t goveroment. This regime relied heavily oo mob
support io coming into power and now appears to have gemeral
popular acceptance. Although there is as yet no organized
opposition, Zahedi's ability to retain control of the govern-
ment depends to a large extent on his capacity to solve suc-
cessfully the country's many problems.

The most immediate problem facliog the oew regime is to
establish a stable and loyal govermnment. Zahedi has taken steps
to eliminate unreliable employees, Communist and non-Communist,
from all govermment offices. However, serious frictiom which
has developed between Zahedi and the Shah could threaten the
stability of the government if the two do oot reach an under-
standing. Encouraged by the popular acclaim which brought
him back from exile after the Zahedi coup, the Shah has en-
deavored to become the actual, as well as the constitutional,
commander-in-chief of the Iranian armed forces. Hie issuance
of orders to the army and promotion of officers without con-
sulting the prime minister have aroused the latter's resent-
ment.

Financial - Iran's treasury is nearly empty and its debt,
inherited Irom the Mossadeq government, was estimated by the
Iranian National Bank to be $500,000,000, The continuing lack
of oil revenue constributes to a monthly deficit in the Iranian
budget of several million dollars. Recent U8 emergency ald of
$45,000,000, in addition to about $23,000,000 in Point IV aid,
will bhelp meet Iran's budget deficit until mnext April, and will
be adequate to initiate a few projects which will create tempo-

~rary work for some of the many unemployed.

0il - The only long-term hope for improvement io Iran's
finaneial position lies in a settlement of the oil dispute.
Zahedi and the British appear willipg to beglp oil negotiztions.
The British have insisted on settlement terms which would per-
mit them to ask compensation for loss of profits up to 1983,
and prevent Iran from profiting more thamn its neighbors from
its o1l resources. Publiec opinion forces Prime Minister Zahedi
to work within the framework of the 1951 nipe-point oil nation-
alization law and will not permit a settlement which would
appear to denrive Iran of the full benefit of its oil resources.
The success of the olil negotiations depends on the ability of
Britain and Iran to reconcile these views.
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Communism - Immediately upon taking office, Zahedi opened

a vigorous campaign against the Communist Tudeh, which pumbers
between 20,000 apd 35,000. Many thousapds of suspects were
arrested and several hupdred have been exlled to the western
Irapian - wastelands. The Tudeh program is corippled, although
the core of the party is probably intact. Contipued vigilance
and suppression by the security forces is pecessary to neutral-
ize the party.

SBecurity forces - The army and the gendarmerie, oo which
the stability ol Iran ultimately depends, total about 153,000.
They coptioue to receive some American egquipment as well as
tralpiog assistance {rom the three small Americap military
migsions in Tehran.

Intrigues among high-ranking officers create difficulties
for both the Shah apd the prime minister. The ability of the
security forces to maiptain intermal security is good. The
tribes, particularly the Qashqal in southern Iram, who supported
Mossadeq, can cause trouble; but as a whole they probably pre-
sent no serious threat to the army's control. The Shah is
anxious to improve the army's equipment and morale through
higher pay and better housipng. He has also requested heavier
tanks and artillery, apd more engioeering equipment, as well
ag jet aircraft apd jet-training.

Relations with the US - The present government is oriented
more toward the United States thap was the Mossadeq government.
Prompt American emergency aid, and Iranian suppression of apti-
American Communist propaganda have, for the present at least,
produced a friendly attitude among most Iranians.

The prime mipister was disappointed by, vhat he considered
the small amount of the American grant. He sent a personmal rep-
resentative to Washington in late September to urge wmore aid.
The Shah also pressed for additional fipancial assistapce to
the extent of about $1,000,000 wmonthly for the armed forces,
upon which he believes the security of his positiop depends.

Estimate of Probable Developments

it is still too early to reach firm conclusions regarding
the prospects for the new regime. Although Zahedi will prob-
ably have a few wonths of grace ip which to work out his
problems, he must make some progress on many fronts to avoid
the ultimate disintegration of his goveroment. The prime
minister will almost certainly have to achieve some solution
of the oil problem if he is to obtaim an adequate basis for
attacking Irapn's underlyiog problems of economic and social
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backwardness, He clearly expects further US assistapnce. Even
with ap ol]l solution and American aid, economic and social
improvement cannot be achieved rapidly, apd the goveroment

will find it difficult to satisfy popular aspirations., More-
over, Zahedi or his successor will probably become increasiogly
subjected to the political intrigues which have characteristi-
cally limited the effectiveness apd tepure of previous Irashiap
goveroments.
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PROBABLE DEVELOPMENTS IN IRAN THROUGH 1953-

- THE PROBLEM -

‘ro estlmato probab!e tumre developments in Iran through 1953.

1. The Iranian sliuation contains_so
many elements of instability that it ia
impossidle o estimats with confidence
for more than & few months On the
basls of present indications, however, it
appears prodable that a National Front
government will ramain {n power through
1933, despite, growing unrest. The gov-
ernment has the capability to take effec-
Uve repressive action to check mob vio-
lence and Tudeh agitation and will prob-
ably continue to act against specific

challenges of this sort as they arise, The

government is lkely to retain the back-
ing of tha 8hah and control over.ihe
security forces.

2. Exen in the absence of substantiat oll
. Tevenues and ol forelgn economic ald,

Iran can probably expori-enocugh to pay.

for essential imports through 19353, ua-
Yess there is a serlous crop faflure or an

unfavorable export mayket. The gov.-
ermment probably will be able to obtain-

funds for its operation.. Some Inflation
will occur, Capital development will
be curtailed, and vrban bving standards
will fall . However, we do not beldeve
that economic factors, In themselves, will
_ result In the overthrow of the Naticnal
Front in 1053,

CONCLUSIONS

8. Under these circumstances, the Com-
munist Twdeh Party 18 not likely to de-
velop the strength. to overthrow the
Natlongl Front by constitutional means
or by force during the period of this estl-
mate. Although the danger of serious
Tudeh infiltration of the National Front
. and the bureaucracy continues, Tudeh fa
_also unlikely to._galn_oontrol by this
means during 1853. _Nevertheless, unex-
pected ewents, such as a serious crop

“fallure or & split in the National Front

as & result of rivalry among its leaders,
would increase Tudeh capabilitiés great-

_ly. And if present trends in Iran con-

tinue unchecked beyond the end of 1053,
rising internal ténsions and continued
deterioration of the dconomy and of the

budgetary position &f-the government
- are likely to Jead to a breakdown of gov- -

emmental authority ‘and open the way

for at least a gradual assumption of con-

trol by Tudeh.

-4. Seftlement of the oll dispute with the

UK is unlikely in 1633,

6. During 1858 Iran will atiempt to sell
ofl to other buyers, both In the Soviet

. Bloc and the West. Shortage of tankers

will mit sales to the Soviet Bloo to token
amounts. - Small independent Westem
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oll companles will probably not buy sig-
nificant quantities of oll. We estimats
that major Western oll companies wilt rot
be wiliing to make an agreement with_

US economic and military assiztance. - -

Nevertheless, there will probably be an
increastng disposition to blame the US,
not only for Iran's falure to sell substan-

Iran 80 long as the current lega), eco- tal amounts of ol or to obtaln an oll

nomi¢, - political obstacles exist.
Nevertheless, sorae moderate-sized _ofil
companies are becoming restive, and it is
possible that combinations for the. pur-

- chase end transport of substantial quan-

tities of Iranian oll may bo made unless._
there is direct and strong objection by
tha US O-ovemment. The British would
probadbly regard any arrangement be- -
tween US oll companies and Iran; In the
absence of British concurrence, as srzari-—
ous breach of UK-US solidarity.

8. Keshan! or posiidbly another Natlonal
Front leader might replace Moiideq
. during 1953. Any successor would prob-

" ably be forced to resort to ruthless tac-

tics to eliminate opposition.=In his |

struggle to eliminate his opposition and
particularly if he failed to do 80, Tudeh
{infivence and opportunitles for_ gx.!nlng
control would Increase rapidly:

7. The Mossadeq regime almost certainly
desires to keep US support as a counter-
weight 1o the USSR and appears {o want

gettlement, but also for Iran's financial

and economic difBculties..

8. Therefore, the US Point. Four and.
‘military missions are likely to find it
even- more” difficult to operate during

1953 than at present. They would prob-

-8bly be placed under severe restrictions
if Kaszhan! or other exirernists came.to
power. . However, nelther the Mossadeq
. Governmenl nor.a suocessor Nauonu
Front regime is ﬁkely to expel these mis-
slons durng 1958.

9. The USSR appears to betieve that the -

Iranian situation s developing favorably

to its objectives. We do not belleve that

the USSR will take drastic action In Iran .
during 1653 unless there is 4. far more _
serlous deterioration of Iranian Internal
stadbllity than is foreseen in this estimate,
However, the USSR has the capability for

greatly increasing fits overt and covert

interferéncs in Iran at any time, to the

detriment of US seciirity interests,

DISCUSSION

NTRODULUCTION
10. Events sinca the nationalieation of oil in

1951 have profoundly cbanged the political

climate in Iran. The political forces which
hrought Moesadeq and the National Froat to
“power are powerful and lasting. The Shah
and the formerly dominant landowning class
" have Joat the political initiative, probably
" ptrmanently. - Nevertheless, the coalition of -
urban nationalizts and religious sealots which
Mossadeq heads has no agreed program for
the Tuture, belng united peimarily by & tom-

mon _desire o rid the oountry of forelgn in-
fluence and replace the traditional goveming
groups. The aLility of ths National Front to -
remaln la power, a2 well as Iran’s ultimate

"role in the East-West conflict, witl depend fn -
" larges méasure on the National Front's success .

in working out solutions to the serious social,
potitica), and economic peodlems which will
confruat it during the next year,

11. Although unrest in Jran derives from a -

complex of factors extending far bsyond the
oll dispute with the UK, thls dispute none-
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-thehst_u;e;bewm-e_mo__focnpomofpouuw absence of Brllsh concurrencs, a3 & strious —. -
activity. Mossadeg rode to power oo the breach of UK-U8 soliderity.

fasue of nationalization of oft, and hiz pressat 15. Iranian Atiituds: Although the Mossadeq

political strengin derives largely from hlseon: g o, rment desires and Deeds revenues from
tinued deflancs of the UK the aale of ofl, fla attitude toward the ol dis-

PROSPECTS_FOR A NEGOTIATED puts Is conditioned largely by political consid-

erations. The National Front hxs manipu-

Oll. SETRREMENT _lated oll nationalization {nto such & powerful -

12 Britizh Allitude: We believe that the UK

symobol of pational independence that no set-
will almost certainly continue to insist-that  ¢iorpnt would B acceptadle unless it could be
there be gome form of neutral arditration of _ presented to the Iranian publi as a clear po-
the arsoont of compensation for the selrure yiqicoq) victory over the UK. Mossadoq has
of Anglo-Iranian Ol Company properties €940 _ pegn, yner growing pressure from extremists
though nationslization per #¢ I8 Do longer an 5,0y, oy Kashan) who matntain that Iran's oil
fssue. The UK will probebly also continue W0 pesnurcey are 8 corse rather than a blessing
resitst maxing payments against Iranlan  ,n4 gt fran should reorgantes st economy
claims without first oblaining firm Irenlan . 4, yyp19 dependence on ell revenues.— On e
commitments 1o follow through with & settle-  oiner nand, Mossadeq’s strength with other

ment. ) elements in the National Front has depended -

13. In taking this stand, the UK is motivated — Jargely on his eontinued puccess in persunding
primarily by considerations of prestige and  the Iranian people that he is doing his best to
precedent. The Conservatlve - government _[Iestore ofl rewenues but that he is belng
would face strorig political opposition at home _blocked by British intransigeance; injustics,

it it agreed 1o Mossadeq's present terms. Per-_  ADd gretd  Whether 62 mot Mossadeq hasthy ~ -

haps more important, the Britlsh™feel that _ political strength and prestige to persuade the
capltulatioh to Iran would threaten thelr cwn  Iranian public lo agree 1o an oll setUersent on
and the Western ofl position generally in other  torms which the UK ¢could aocept, his g:'-
parts of the Middle East. Meanwhile; the formance W daleprovides no indication that
Brittsh feel under po immedlate compulsion  he desires L6 arwill do #0.  On the contrary,
1o make a zeitlement with Mossadeq. In the — he has made soccessively greater demands for
ficst place, increased production in other arezs  Britlsh tonctesions. .

has already mede up for the loas of Lranian -

crude ol production, although Uht Felaing g o = 1o eI A8 RO
capacity at Abadan has not been fully re- _ 1 '

placed. Secondly, aithough the UR behigves - 3% 4o unilkely. :

that lack of oll revenues will result in pro- _
gresive oonomic 454 palial deleriorson  FROBABLE DEVELOPHENTS IN THE ABSENCE
in Iran, it does not appear to regacrd & Com-  ~° NEGOTW SETT

munist takeover In Iran as (mminent. - . The Oil Problem -

14. Moreaver, the British are not likely tobe 17, Desplte Whe severance of diplomatis rels.
. Induced to make grealer concessions to Iran tions with the UK, Iran will probadly be re-

by the prospect of Iran’s eelling ofl In the ab- ceplive during the coming yesr to further -

sencs of a settlement with AJOC. The UK
proposals for & eettlement of the oll dispute.
provadly beleves (hat in the adbeance of an For potitical az well s g 1t Wi

agreement bilween Iran and &4 major U8oll — _ = ¥ iy 4
company, it can continve to exert economle 8150 Mmake every eort 10 ¢4ll ol Lo other buy-.

' ' _pressure on Iran and prevent the shipment - &% both in the Soviet Bloc and the West. It -

and sale of slgnificant quantities of Iranfan  Will avold entering into any agreements which
coll In world markets. The British would — coul be construed as violating Iran‘s sover-
probatly regard such an agreement, fn the  eignty or its cooral of the ofl industry. -~
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18. 1t is wdiXely that fran will sell significant 21, Untll mid.3952, the government Ananced
--- quantities of ofl during 1683 unless it can itz deficits moatly by aclling government as-

make arrengements with a major Westerti —sets to the government-controlled Bank Mell
petrolenm distributing firm or a combination  and borrowing from semi-pubdlic institutions.

of moderate-sized firms. -Although it is Likely By mid-1052, the government bad exhausted - -

1o &lgn forther trade agreervents with Soviet  nearly all its gold and forelgn exchange hold-
Bloc countrics calllng for delivery of Iranian - - ings except for the Jegal minfmum required a9
oll, the extremo ghorlage of lankers available - backing for the cwrrency. 8ince mid-1952,
- - o the Boviet Bloc will restrict shipments to  the governnwnt had béen meeting its deficlt,
.- token amounts. It also {5 uniikely to sell cwrently running at 800,000,000 rlals a
financlally slgnificant quantities of petroleum  meath, principally through unsecured Joans

-to small Independent Western oll companies  from the Bank Meul =

. in view of the diMculiles which thess coma- - 22, Mossadeq Is pot , 1kely {0 make sutstantial -

panies would have In chartering the necessary reductions in government axpenditures. Ab

tankers and fn breaking inio established mar- though_he a} one Ume considered reducing

kel We estimats that major Western ol -\ P03 forces Dudgel, more recently be

companies will not de willing {0 make-an appears to have realized the Importance of

agreement with Iran o lorg as the current — O
these foree3 In msintaining order throughout
legal, economic, and political obstacles exdst. the country. He  &flotd Lo BOp PAY--

Nevertheless, some moderate-sized ol com-
- 8 ments 10 the unemployed oll workers at Aba-
Panies are becoming restive, and jtfa possible ™ gy oy may attempt to resetile.

that combdinations for the purchase and—
somd of those workers in other areas ha will
tansport of subsiantial quantities of Irantan "oy 104 "05 a0 56 as leng a8 there 14 &

oll may be made unless trere is-direct and poseibility of reviving the ofl industry: Mce-

strong obecticn by the US Governmentl.  _J q /ey, in fact, be farcod 60 fnerease gov-

10. Barring an sagreement with & major West-. ~érnment expenditures, (o provide, for exam.
em concern or comblnation of moderate-sized  ple, working capita) for factories and to
firms, Iran will not realize sufficlent revenus  finance the smal scanomic development profs
from ofl to alleviate appreciably either the ects already under way.  Moreover, he munt
government's fiscal problem or the nation’s  And furds for rellef during the slack winter
economic dificulties. The principal effect 6f . months, when some caemployed agricolfural
such Bmjted sales would be political. They  ard eonstruction workers customarily migrate
would enhance Mossadeq's prestige by en- —— to the elties. o

adbling him to claim succese in defying the UK 93 mp&u for Ine venment reve
and to claim that his goverament wes maXing " puus during 1958 m"“‘“‘wﬁ The caly sig.

progress toward restoring ofl revenues. DlAcant sources of ineressed tax revenue are
the_wealthy landionds and capitalista, Al
Economlc and Financiol though Mossadeq has the anthority and will

$0. To date the loss to Iran of ofl revennes Probably make greater efforis to tap theso

3003 1ot appear to have been directly reflectsd - $0UTces, perbaps in somg cases by outright
in reduced consumption levels, dwh tn- oconfiscation, even full e.xploluttou of theso
Lo — sources would not eliminate the govermment

- westment has been alowed. Wholesale prices __Qeficik, _On the basls of recent experience,

ard the cost of Lving indsx have risen very
little since early 1051. Since the beginning mubmd:mu ere ot ikely Lo ralse ade-
of 1933, there hss been pome drop tn real tn- % anroun :

come and business activity; and & correspond- 24, In the absence of forelgn aid during 1988,

ng yise in unemployyment, malnly becausa of —- therefore, the government will prodably re- -
~ the postponement of government disburee-  sort increasingly Lo deficlt financing, primart- -
. ments under budgelary pressure, - 1y by umeecured Joans from ihe Bank Mell -
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and by increasing the amount of eurrency in
circulation. The goremment may also re-

sort to conficcation of property and the sals of
govuummttwch such as oplum and rice.

25. m%imporuwmmume to decline.
- Although expiits are expected to be alighUy
highet than the 1931-1952 leve), they will bo
- sufficient to meet only about one-half lran'e
- imports prior to the aofl dlspute. In viewof
the near exhaustfon of forefgn exchange hold-
ings, imports will have to be reduced €6 6p-
proximately this level, thus contributing to
“Inflationary pressures and eausing sdime re-
doction in urban businas activity. " Reducing -
tmports will cause sharp reductions tn the
avallablity of luxury goods and some reduc-
tions in tapital goods during 1938, dut i3 not
‘expocted Lo deprive Tran of essential tmports.
There will also be & trend toward bagter agree-
meants, und the already sudztantial Iranian
trade with the Soviet Bloe will tend to fn-
CTease. :

28. The net results of the financial and eco- ..
nomie steps Hkely to be taken by the govern-
ment during 1953 will probebly be: price in-
creases of perhaps as much as 20 {0 3.
percent; some reduction ia lving slandards -
in the citles; a sudbstantia) increass in the na-
tional dedt: a reduclion of privately held and
government stocks; and farther postpone-_
ment of the government’s own economic do-
velopment program. A continuing low level -
of capital goods frapotls will lead to some
deterforation of Iran’s physical plant; at the
sims thne, npward pressures on the price
Yevel, arlsing in large part fromn government
deficits and declining pudlic confidence, will
bring nearer the danger o runaway (nflation,
Moreover, the government will have litile mar.
gin of gsalety for coping with euch urnantic)-
peted eventualitics as a serfous crop falure.
Althdugh we do nol belleve that thess devel-

opments, singly or colleclively, are hkely in -

- themseires to cause tho orerthrow of the Na-
tionad l"tonun 1858, & continuation of these
trends bayond 1053 will have a serfous effect

!’T T T O I vy
e - -

m

- ment for rallying popular support behing the
- govemment. As the economio effects of the

- Enforcement will be hapharard and will re-.

. will Intensify its propsganda aguinst the US

_

- |

Political

7. The peincipal internal politica) prodlems
tacing & Natlonal Front regime will de to ro-
tain populer support, (o preserve unity in the
National Frond, and (0 maintain the morale
and effeclvencss of the securily foerces

38. During 1938 the disputs with the UK will
gradunlly becoene W48 eflective as an fnatru-

kes of oil revenues become more noticeadle,
the government will be under greater pressure
from large properly owners o reators oll fn-_
coams. Tudeh and the more radical elemynts
tn the National Front will increase thelr de- -
mands for socis] and economlo Improvemants. -
In response, the National Front govermpent
will probadly siternpt &8 more vigorous en-.
forcement of agrarian and laber legiplation.

quire increaséd use ol force.— Thé agrarian
prograsn will be bitlerly opposed by some land-
Jords, and clashes between peasants and land-
- Jords are likely to incresse.

25, The fllegal Tudeh Party will continus 0
profit from the gradual
tfca that will taYe place during 1953 and from .

the hapharard enforcement of the govern-
‘goent’s program for soclal and economic im-_ -
provements. The party will continue fts ... .
lorts L0 weaXen and divide the National .
-Jroat, »ill attempt (o instigats riots and dis-
orders by ptasants and wdan workers, and

And the Shah._ It will probadbly make some
further progress in infiltrating the Nationsl .
Froat and some governufient agencles. . How-
ever, the govérnment has the capability 0o
take effective repressive action %o check mob

violence and Tudeh agitation. 1t bas re-

" etnlly outlawed strikes and wilt prodably con-

tinoe to act t spocific Tud&h chiallenges
o Its au ty a8 they ariza. Wo belicve
that Tudeh will not be granted Jogal status
during 1953 and that it wil) not develop suM-.
clent strength to gain ccatrol of the govern-
ment by parliamentary means of by force,
There fs serioua continuing danger of Tudeh
infiltraticn of the Natlonal sront and the gor-




ernment bumucrity but we belleva that
Tudek will Dot be abls to gain control of the

. government by this means during 1938,

80. To malntain {tze)f In power, the govern-
ment will rely focreasingly on the security
forces. As stiled above, the government can
and probably will arotd substantial reduc-
tions in the millary budzet. Recent thanges
in the high command are not believed Lo have

tly reduced the morale_and effec-
tiveness of the security forcea, These will

.probabdly remain loyel to the government and
i1 given explicit orders will probably be cape-

Ne of maintaining order except in the uniike-

du!'reybe able to oust Mossadeq by partia- -
mentary means during 1053, .

33. Kashani would also be the prodbable suc-
oessor to Mossadeq in the event of the Iatter's
death. Regardiess of how Mossadeq fa ve- "
placed, Kashani or any other National Froat
sUCcEssOr could not be assured of the support
of all the gjverse elements of the National
Froot. Any successor regime would, there-
_fore, be lixaly to resoit (o ruthlessmesms to
destroy opposition. In its struggle to do m,
and particularly if {t failed to do so, Tudeh

infivence and opportunites for galning con— -

- ol would merem__upldly.

1y event of eimultaneons nation-wide riots and
disturbances. We do not believe that the
Tudeh Party will develop sufficlent strength
during 1653 to instigate disturbances beyond
the capability of the security_forces t0
control.

31. Mossadeq will probably eontinue to bene-
fit from the fnabllily of the opposition to
unite or exert effective power. "In the past,

" Mossadeq has shown great skill in $solating

hiz opponents snd atlacking them o6bdé by
one. He §s likely to conlinue thiss tactics
and to adopt progressively foroeful measures
agalnzst ths opposilion. The ~ Majlia™ has
granted him authority to rule by dectea untll
mid-February, and we delieve e will be adle
to have this power extendod it he conglders
it necessary.

32. It seems probable that the Natichal Front
will remaln in power during 1653, It is LiKely
to retain the backing of the Shah and control
over the securily forces. The groups oppos-
tng the National Front are not likely to have
tho strength or unity to overthrow it. How-
ever, we are vnable Lo estimate with conft-
éence whether Mossadeq himaelf 'will Temiin
fn power during 1033, Kaxhani, Mosszdeq's”

_atrongest polentlal opponent, will probably.

e e ey e e e . P .

continue to exert a strong Influencs on Mosse-

“8eq and consequently will probably prefer %o

reiidin tn the dackground while Moasadeq

" otntinues to shoulder reaponsibility. On the
" - other hand, Kashan{ {3 building up his own

political rtrength and might, zhoold he &

$4. I present trends in Iran continve un.

checked Beyond the end of 1933, rising o~ -

termal fenstons and contlnued detarjoration

‘of the dtonomy end of the budgetary position -

-of the government night 1esd to & break-
Jown of government suthority and open the’
way for at Jeast a gradual assumpton of

- control by Todeh. )

PROBABLE DEVELOPMENTS IF THEUK AND .

-IRAN REACH AGREEMENT ON TYHE Oil
QUESTION
33. It the Iranian Government resched an oit
seltlernent with th¢ UK —no moatter bow
- favoradle to Iran — it would almost certainly
" be confronted with viclent demonstrations in
urban centers by the Tudeh Parly and prod-
ably. by.extremist elements {n the Nallonal
_Front. ~ There would also be immediate dan-
- get of Tudeh sabolage of oll 'installations.
Howsver, the goverriroent would atmost cer-

talnly_bave the batking of the Shah; the

- security forces, and the more moderate Na-
Uonal Front elements and would probably b
- able to suppress thess disturbances. The re-
sumption of large-scale ofl exparts would go
- far Loward casing the government’s budgetiry
- difficulties and would enable it o take stéps
~to increasa the supply of gooda and reduce

fnflationary pressures, and (o expand its eco- :
pomic developroent program.— Neveriheleas, - -°
.. anti-foreign -sentirnont, particularly against

the UX, would remain strong, and even with
smbstantia]l ol revenues the government
would #illl havre great dificulty in

tha antagonisms aroused delween landlords
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- . “bave nols,” which would continue to be 8 Moesadeq regime to the sxereise of U jnfl

* BRITISH CONCURRENCE amowledgment of the vatue to Iran
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snd peasants and between the *haves” and  would probabdly be more opposed than

el

major cause of tnstablity. ence in Iran and would probadly place gres
restrictions on US mustions in Iran. Bow-

PROBABLE DEVELOPMENTS IF IRAN SEWLS  ever, thelr recognition of the need of US i
SUBSTANTIAL QUANTITIES OF Ol WITHOUT _ port o counter Soviet pretsure end

Y

31

—-—

Four aid would probably ‘chécX any Incling.

- 88. 1f Irap wero {0 succeed In making & @0 _4ion they might have either to terminate

" tracl for the continuing sale of substanUal por e
~ quantities of o to & major Western ofl com: - puenee s 4 0f $0 txpel_fhe mbllary

pany without having reached & settlement. - -
with the UK, the sconomic effects would be  40. Iran’s official relations with the USSR
substantiafly the same a3 thosa desarfoed in will prodably remain cool and guanded. Al

paragraph 3% above. Tudeh reiction would  though both governmenta will stek to tatreass
almost certainly be violent, and there might ~ trade betwoen Iran and the Soviet Bloe, the

be soma opposition trom extremist elements in  National Front will almost certalnly ar'd

the National Front. In any event, the gov-  Any action which would subdject tran to Soviet
emment could suppress any disturbances that — domination.— On the other hand, it wilt not
might arise and its prestige would be congdd- _wish fo destroy the USSR's value as & counter-
erably enhanced. Basie causts of Instabliity  weight {o the West. In.the UN, Iran wid
would remain, but the government would bo  probadly fake a psutralist, anti-colonlalist
in a stronger poxition to arrest the trend  position and support any atiempt o eotadlish
toward eventual Tudeh control.. a neutra) Arab-Asian dloe,

_ 41, For {ia part, the USSR appears to bellave
IRANIANRR.AHONSWNHHEUSANDUSSR_-N‘ “the Iranian aituation W developlg

87. The Mossadeq regime will probadly. cob-  gavorably to its objectives. | While continuing
tinue §ts pressure on the US % petsuade the  1a support of Tudeh and its violent redio

UK o agree to Iranfan termis in'the oll dl§-  gtiecks on the governmeat and the Shah, the

pute snd will bs quick to criliclze any algns . goviet Union is unlikely to take any drastic
of what it eonsiders US support for the UK.-  gation o Influence the Iranian situation dur-
azsistance, arguing that the wilbholding.of  pmore serious deterioration of Iranlan tnternal
US aid Increases the danger of uilimats 'Sudeh — gtap(iity than i3 foreseen {n this eatimete.

control. . ) ) _ 42. The USSR, however, has the capability for
$8. The Mossadeq regime will B6t Wik comt-  greatly increasing (ta Interference in Iran at
pletely to alfenate the UB. Mossadeq Almost . any time, to the detrimant of .US security
certainly desires US support as & coun®er-_ gaerests, Jts capablliies dnclude: . greatly
weight 10 the USSR and L2 appears to Geslre  {nereased support of disaffection and subver.
US economie and military assistance. - Never<  gon 1 Azerbaljan, tneluding the tnfitration
theless, as fnterna) tenzions mount, there will__ o  goviet Averbaljanls; greafly increased
be an increasing tendency to blames ihe US,  pynanciat support for Tudeh; oifer of economle
pot only for the failure to restore substantial _ 3ng Anancial inducements to Yran; stirring™
oll revenues, but also for ran's ARKRCIAI 80 yp of the Kurds; and beavy pressure for the

T economle diffculties, The US military and _—pemnova) of the US misalons, legalination of -

Pmtmmmhmmqm&a&l—mimmammmm
find it even more difMcult to operale during — suden press. The USSR would probably re-
1633 um;uwmt fraln from use of Soviet armed forces In Tran,
35. Kachanl or other extremist Natloaal bocsuse of the posaible global consequences of
Front Jeaders who might succeed Mossadeq  such Intervenlion. Boviet Interventicn short




L

"

of the use olsoﬂetumcdtoronvoulam 43. Negotiations on the future of the USSR's
cbtynoh‘enﬂ&dnrbg‘lb&(nthodku&onr- - Casplan Bea Fiaheries concession, which ex.'
the Iranian Government of the de- _ pires $1 January 1033, rany provide an indi-

Ihchmut of Asarbetjen but oduld have s cation of A change In Sovist-Iranlan relations,
serisusly adverss effect on the stability and  although both Irn and the USSR will prob-
lnzezmyouunmdmvencumymmuu ebly confins tb.ummu Atmmtohmll
targiloing. A
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g SEGCRET o

POLITICAL PROSPECTS IN IRAK

Approval of Prime Mimister Mossadeq's unconstitutiomal
plan to dissclve the present Majlis is expected in the pationm-
wide referendum which is to be completed in Iram on 10 August,
The Tehran area, which voted on 3 August, bhas already given
overwhelming support to the proposal. The prime minister has
publicly stated that general elections will be held, but there
probably will be considerable delay.

Mossadeq decreed that the referendum would be by a non-
secret ballot. BSince voters must include full identification
on thelr ballots, there is little doubt that the referendum
will approve dissolution of the Majlis, the constitutional

prerogative of the shah.

Mullah Kashani and other opposition leaders have called ;1
for a boycott of the referendum. Abstention, however, will (b; (3]
not block Mossadeq, 28 he has the vote of his own followers I°]

and the full support of the Tudeh, [ |

i

Mossadeg has promised elections for a new Majlis follow-
ing the referendum, but normally several months are needed to
conduct the actual balloting. HRigged elections are standard
practice im Iran. During the last elections, the Mossadegq
goveroment used both legal and illegal means to ensure victory
for its candidates, yet it did not secure complete control of
the legislative body. There is nothing in the situation today
suggesting that Mossadeq could secure the election of a more

docile Majlis,

Though the Tudeh is supporting the prime mipister in the
referendum, in a parliamentary election it would rum its own
candidates against Mossadeq and some would probably be suc-
cessful. In a pev Majlis, if and when assembled, NMossadeg
accordingly would find himself faced with a smxll but militant
Tudeh bloc, as well as a rightist opposition, whose election
he could not entirely prevent.

Tribal chiefs, army officers, the landed gentry, and the
supporters of Mullah Eashani could, if united, defeat Mossadeq.
In the rural districte vhere Communists are increasing their
activities, the landlords still control most of the peasant

13
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vote. Mapy of their candidates could be defeated only through
wholesale terrorism on the part of the pro-Mossadeq forces,

Thus, Mossadeq might increase his own support in a new
Majlis, but the anticipated Tudeh and conservative opposition
would not lend themselves to easy manipulation. The Tudeh
would probably support his anti-Western policies, prod him on
to more extremist action, awaiting the day when it could take
over. Tudeh representation in a Mossadeq cabinet i= not an
impossibility.

Faced with the prospects of a new Majlis not fully sub-
servient, Mossadeq will accordiogly tend to procrastinate on
the elections. Aware, however, that the expiration in Jaouary
of the powere voted him by the Majlis will remove the last
vestiges of legality from his position, he will probably call
for elections at the last possible moment,

The prime minister's flagrant viclation of the secret
balliot in the referendum seems to indicate uncertainty over
his actuzl popular backing, although he insists that the
people will supporti him fully. The considerable conservative
and rightist plotting to remove him may increase in the com-
ing months, particularly if he takes more arbitrary action.

14
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NEAR EAST - AFRICA

Comment on the Iranian situation:

The fallure of the attempt to remove

me ster Mossadeq and the flight of the shah to Baghdad
emphasize Mossadeq's continued mastery of the situation and
foreshadow more drastic action on his part to eliminate all
opposition. The prime minister can utilize the situation to
generate more popular support for himsel! at a time when he
s facing the problem of how to secure the election of a new
and more amenable Majlis, While in the past Mossadeq had
not been very aggressive in his efforts to remove his enemies,
this incident will reinforce his recent tendency to proceed
arbitrarily.

The shah's flight, the involvement of
the commander of the imperial guards, and the royal decrees
to remove Mossadeq and appoint General Zahedi prime minister
present Mossadeq with the opportunity of reducing the shah's
position still further or attempting to eliminate the monarchy

altogether,

The Tudeh has already come out against
the shah and is charging American iovolvement, It may be expected
to give full support to Mossadeq In any drive against the court.

= 16 Aug 53
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ASSESEMENT OF THE JRANIAN SITUATION

The fallure of the Iymnisno coup atteeptsad by retired
General Zahed: and by Colcooel Namari of the imperial puards
lazves Prims Mipnlster Mossadeq Ao & atreogthaned positlon,
discourdges aod weakeos hie divided opposition, and may
lead bim to attempt to sbolimh the mozerohy. It will make
Mossadeq wors suspleious of bhim asmocintes as wall as of
tho Wastert powers and may make bim mors arbitrary apd dif-
ficult to deal with &m the interpal situatioc contioues to
dateriorate. at

Mossadeq whoe recelved advance sotlca of the plot cow
ham military <ontrol apd is in a positicn to exploit the
situdtioe thkerougkly. The Twdeh party hase slready demconatrated
in bie support and he ¢ap generit# conslderable popular sym-
pathy bY pressntiog this lateal mhoepu¥er agulnst bim a5 a
foreigo-imspired plot agatost the Iranise pecple, These cir-
cumstinces Bi¥ belp Y¥oepspdeq mecure the slection of a naw and
sore amenable Majiis.

The prime minister publicly acoounced on 16 Augast thet
paw #slactions would be get nfter bLe had amended the eplectoral
law. JIn view of hi= success in coatrolliog the recent re-
ferecdum 00 the abulition of the present Majlim bhe may also
he Rucceseful in controllicg the electicn of new Eejli=
deputies. 1t bad becn agaumed 1o recant daye thot Mosaadag
#eld have great Jdifficulty 1o doing this sioce the con-
marvhtivas Iargely contral the counti yside aopd Tudeh might
#lect some of its own representatives aod give the prima
nioister only limited support.

The falltire of the Zahodi-Hasarl adup, the arrest of
other cpponente of the prime mioiwter acd the auggestiao of
acre draatio action will have wideoupread rapercessions among
the warioos groups and individoals who woold 1ike to remove

Hasandag.

Mullabh Eashaoi although a bittar opponeot af the prime
mipiater tends to withdraw quickly whapever MHoesadeq is in
tbe ascerdaocy. The small cppomition groupm of tha now
dismissad Majlie likewise lack courage, The diggructled




army officears are oot io m posltion to act ag long aa the
vchial of gtaff and the chaip of command remain in ¥ossndeq's
control.

At this polpf thers appesrd to be oo Otier group or
coablpation which iy ready to try to act against the prise
smiatetar or whioch Af it did sct conld aoticiphte moccens.

The involvamant ©f the sbah, who sigoed two decress to
remove Mosgadeq and ic appoiot Geperal Zahodl es the oext
prine mlopletar, poses & garious threat to the eomarchy. The
shabk's flight tc Paghdad and the prominent poeition accupled
in the coup by the commasder of the loperial pmrd 15 aa opan
fovitation to Moaskdeq to take Action Ageinat the mouparchy.
Toe priwe minister Ens loog wizhed to remova all power irom
the shah and on occapion has given indicaticom of & demire
to remove bim, If he does uot auccead in enfarcing abdicatian
be will mapnage to strip from Bim the remalplng vestiges of
power.

The prime minister wsho Eas lcog been fearfyl of apsacs-
sloition may oow be expected to act wore ruthlecaly 1o maln-
talning himeelf, He bkas long basn convioced that the British
are plotting bhis remcval. ‘The leftish press io Tebrao has
begun a ciopaign mccusliog the United Btates of implicaticn
in thes present coup. MHomsades may come to view Amerfica aod
Britalo a= joint conepirsztors.

The priss minigtsr, bowaver, has conmistantly boped foy
American aid aod accordingly has not brokan with tha (oited
Jtatag. His pamt policy may accordingly be coetinged. He
EAY be expectad to break with the Opited Stntew oaly 1f be
is coovinced theat he san got nothiog ar 1f Be Ie in need of
a he¥ wkipping boy lo order to generate more pnpular aupport.

Thke Tudeh bms elready come out against the shah anpd
is chargiog Asericso iuvalvemsct, They say be expected ta
give full ecpport to Mossadeq ln kis drive to remove or
woakan the shah.

Toder theam copditions tbe eacopamic amd political deter-
foratioe of Irans will sontinue. Mouspadey, forced to lains on
tha Tudeh, pay ba expected to ratain political acotrel but
%ill probably assuae & wore diotatorisl pagitian and indulge
ip more chicanery tg maintsin bEimsslf.
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(Tabran time, shich is B} bours smheand of EST)

131 August

15 August 2300

£330

18 August 0100

02540

D345
0500

0545

Qa0G

o700

1000
1030

1350

Shoh gigned dearas dismliasiog Nosasdeg acpd
appolotiog Geaeral Zabsdl prioe oipigter,

Colonel Kamari of the ipperial guard arrexts
Daputy Chief of Etaff Eiani.

Naserl impridoos Mioiater of Foreigo Affmirs
Fiteml, Ninimtar of Ronds Haqehenae apd Oeputy
Zirakz=sndek. Palls to locate Chief of Staff
Riabki.

Fasari with armored cir acd scldisrs attempts
t& asire Prime Nioiater Mossadeg. Nagari is
arrefted by Momsadeq's guards.

Chief of Staff Riabil orders imperial guarde
disarmed. '

Irapisn bome wervice AnaoUGCces iLtempted coup.

Fatumi, Hagshenss and Kiani relasased by
Hossadeg's followers.

Moscow Home Serviae, guoting an Iraniac
Qownunigt owwspaper, reports that a palace-
ieepirwd coup will be attempted in near foturs.

Bxtraordipary meeting of the goverpment counoil
le held at Nosmader's home.

First govormment coemnniqoe monounces amashing
of piot.

Disarsdoant af imperisl guard is completad.

Abo]l Qimem Amipi, Micilater of Coort, 13 arrested
by Noosadey,

Fateni bolds press confarence ancounciog failurs
of plot whicb he mays has been suspected for
aoxe time.

(The sbak and the quuan arrive in Paghdad by

alr sarly on the worning of the 16th.)

i
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PTED COOP IN IRAN

The failure of the militacry coup in Tebran apd the flight
of the shah to Baghdad pmphasize Prime Mipister Nossadegq's
contiouad mastery 0f the situation and foresbadow more drastia
actior oo his part ta sliminate nll opposition. The prims
milolister can ytilize the sitcation to generate more popular
support for himeelf at n tiae when he 1a fscing the probles
of how to Becurs the glesction of A Dew and more amenkhle Majflis,
¥hile in the past Nogmadeg bad Dot beasan very aggrassive io hims
alforte to remove hie ensmias, this incidant will reiniorae hia
recent tandenoy to proceesd arvbitrarily.

The shabh's [light, the jovolvement of tke commapder of
the imperial guards s lesdar of the coup, apd the imperial
dacrees to remove NosEgadeq and sppoint Geoerml Zahedi prime
gipietar presapt MOssadeg with the opportunlty of reducing the
sbhabh's position Atill further opr attempiiog ta elimipate the
monarchy altogether.

Late roports sfate that army unitg gtatioped cutsida thae
capiixl are movicg toward Tehran, Since the compander-in-chief
of the aroy rotfklao=s loyel to Hossadeq sigeificant apmy support
foy the coup im poat acticipeted.
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Comment on the Iranian situation:

The unexpectedly strong upsurge of
popular and military reaction to Prime Minister Mossadeq's
government has enabled the shah's supporters to take over
control of Tehran and apparently of lmportant parts of the
country, including strategic Azerbaljan, Consolidation of power
in Tehran, stronghold of Tudeh and Mossadeq supporters, makes
it unlikely that the royalists will be seriously threatened by any
opposition originating in the provinces. Indicative of the trend
is the pledge of loyalty to the shah made by a leader of such an
important tribal group as the Bakhtiarl.

The Tudeh has been relatively inactive
during the past day; however, it probably is the principal organ-
ized threat to Zahedi's government. With a royalist government
in contreol, the Tudeh will undoubtedly be suppressed but will
nevertheless remain the best organized, and potentially most
troublesome opposition.

The success of & new government will
depend to a great extent on its abllity to improve rapidly Iran's
financial and economic position. A conservative government
probably could not reverse the oll nationalization because of
popular sentiment. Likewise, a new government probably could
not immediately attempt to reach a settlement with the British
on terms more favorable than Mossadeq has offered,

.
.“
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5. Royalist success in Iran achieved by exploitation of mass uprising:

\'m i

ugust

began as a spontanecus mass demonstra-
tion, and pro-shah military leaders assumed
control only after it gained momentum. « Gen-
eral Zahedi reportedly manned a tank as a
SOFHHDENTIAL— rallying gesture to the army and people during

the early stages of the demonstration,
-5-
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I ]
[the popular character of the uprising by

out thal at an early stage the leaders of the mobs were
primarily civilians, | |apparently the Tudeh
and Prime Minister Mossadeq had broken their entente on 18
August because of the Communist demonstration that day. As a
result, security forces adopted a tougher attitude toward the Tudeh,
an attitude which then changed to direct support of pro-shah elements,

Comment: This Information confirms the
lmpression left by press Teports that the successful countermove
agalnst the Mossadeq faction was unplanned and completely unex-
pected. It assumed the proportions of full-scale action only when
the opportunity presented (tself to the opposition leadership, which
then exploited it at the strategic moment,

: In spite of apparent popular support, Zahedi
will probably be forced to conduct his government as a military dic-
tatorship until his position is firmly consolidated and he can develop
& program which will generate popular support. The allegiance of
most of the tribesmen and some of the army units in outlying prov-
inces is not yet clear,

Tudeh demonstrators apparently disappeared
when security forces began determined efforts to suppress their activ-
ities. There is no evidence that the Tudeh has been seriously disorgan-
ized, but it is unlikely that it can launch a successful coup against the
‘ royalists at this time,

—FOP-SECREF- 21 Aug 653
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'FAR EAST
3. British propose Korean unification in five stages: |
25X1A The British position paper for the Korean

political conference calls for establishing
a unified and neutralized Korea in five
successive stages, according to the Ameri-

can embassy in London, The steps would be internationally super-
vised elections in all of Korea; establishment of an all-Korean govern-
ment; unification; neutralization guarantees by the great powers plus
Korea; and finally withdrawal of foreign troops,

The paper also states that the UN should

‘resist any proposal by the Communists for the formation of a joint

North-South Korea government along the lines they have proposed
for Germany. X unification is {impossible, the British suggest a
modus vivendi to permit withdrawal of at least part of the UN forces
and the creation of a buffer zone in central Korea under a joint or

" neutral commission.

25X1A .3.
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.Comment: The latest Communist
proposals on Korea and Germany have called for unification
through the creation of a joint legislature, which would then
formulate plans for "free" elections, and this again seems to
be the likely pattern. The Communists may propose, however,

“that troop withdrawal be accomplished prior to any discussions

on unlﬂcatlon.

. Elections to cover ali of Korea would
be opposed by President Rhee, who insists that the 100 vacant

seats in the South Korean legislature be filled by elections limited

to the north, The remaining 150 seats are occupied by assemblymen
largely under Rhee's control.

Rhee rejects mutual defense pact with Nationalist China:

On 29 October President Rhee informed
Ambassador Briggs that he had rejected
a8 "impractical' a Chinese Nationalist

proposal for a mutual defense treaty be-

tween Formosa and South Korea, and had suggested instead a joint
statément or declaration to the non-Communist Asian peoples, He
told the Chinese emissary that, since the Natlonalists "occupy no
mainland territory," it made little sense to speak of Nationalist
assistance to South Korea and that the latter was too preoccupied

+ with fighting aggression to help the Nationalists invade the mainland,

Comment: Chié.ng had previously stated
that since both South Korea and Nationalist China draw their strength
from the United States, a bilateral pact would have little value unless

. it included American guarantees, There is no evidence available to

indicate the reason for this Chinese Nationalist initiative,
Both Chiang and Rhee would favor a multi-

lateral Pacific pact sltriilar to NATO in which the United States was a
party.
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Yoshida plans drastic action against South Korea:

A

An official of the Japanese Foreign Ministry
on 30 October made an "urgent secret appeal”
to the American embassy for help in dissuading

Prime Minister Yoshida from ordering retalia-
tion against South Korea for the seizure of Japanese fishing vessels and
their crews., He stated that Yoshida had rejected the ministry's advice,
and instructed it to prepare plans for the expulsion of the Korean minis-
ter and closing of the mission, the use of force, and the arrest of Korean
residents in numbers equal to the detained fishermen. These plans would
be presented to the cabinet on 3 November,

A second official later informed the embassy
that Yoshida had already instructed the foreign minister to ask for the
Korean minister's recall, Both officials urged immediate American
intercession as the only recourse, '

Comment: Both Japan and Korea have indi-
cated to American officials that they desire a renewal of negotiations
with Americans participating as official observers. Since preconference
concessions probably are a prerequisite for any reasonable assurance of
success, drastic Japanese action would seriously jeopardize resumption
of the talks Yoshida's sudden move may be designed to meet expected
Diet criticism,

NEAR EAST - AFRICA

Political considerations still impede Iranian oil. settlement:

Prime Minister Zahedi told Ambassador
Henderson and Herbert Hoover, Jr. on

28 October that it would be extremely diffi-
cult for him to agree to an oil settiement

which placed Iranian oil production under foreign control. Negotia-
tions for reestablishment of the Anglo-Iranian Oil Company in Iran
would be impossible, although Iran might be willing to sell its prod-
ucts to a group of dlstrlbuttng companies in which AIOC played a
minor role, °

-5 -
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Zahedi also emphasized the dtfficultles

- he would face if he accépted the formula in force elsewhere in the

Near East, which would split the oil profits evenly between Iran
and an operatmg company,

The prime minister suggested that it
would be easier for the Iranian government if negotiations were
carried on through the International Bank rather than directly

with a group of operating companies,

- Comment: Zahedi's approach to the

~ oll negotiations appears to reflect essentially the same political

considerations as governed Mossadeq's actions, While Zahedi
may be willing to reach an agreement on the basis of a commer-
cially feasible arrangement, he would face considerable opposition
unless Iranian public opinion were first prepared for it.

Iranian minister of court reportedly may resign:

Iranian minister of court Hossein Ala
may resign because of personal friction . 25X1
with the shah,

25X1

I
The shah reportedly reappointed Ala to the post after the fall of
Mossadeq in order to "rehabilitate'’ Ala's prestige, but now wants
a less conservative man,

Ala Soheili is reportedly being considered
for the post. |

Comment: Hossein Ala, a former
Iranian ambassador to the United States, has been a staunch sup-
porter of the shah and a capable adviser.

Sohelh who has the reputation of being

_ pro-British, was the Iranian ambassador in London in 1950 and 1951

and remained in England after diplomatic relations were broken ofi;
He returned to Iran following Mossadeq's ouster and immediately
announced that he was a candidate to succeed Zahedi as prime minister.
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EASTERN EUROPE

-8, Call-up of Y_ugdslav reservists apparently continuing:

25X1

25X1A

- Special commissions have been goIng Iro
village to village in central Yugoslavia,
possibly as late as 27 October, to con-

script men, horses and vehicles for military use,

Comment: Previous reports have indi-
cated that the call-up of reservi sts, while extending to various parts
of the country, has been concentrated in the northwest area. It has
been estimated that as many as 100,000 have already been called up.
Yugoslav troop strength in the area around Trieste is currently
estimated at 44,000 with an additional 5,000 in Zone B.

-7-
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PROBABLE DEVELOPMENTS IN IRAN THROUGH 1954

THE PROIBLEM
To estimate probable developments in Iran through 1954.

CONCLUSIONS

1. Ralutively moderate governmenls are
likely to continue in Iran through 1854,
although hampered by: (a) the indecl-
gionn of the Shah; (b} the irresponsiblity
of the diverse elements making up the
Tranipn political community; and (€) the
unruliness of the Majlis. The chancea
that Zahed! himsel! will rernain prime
minister through 1854 are not good.

2 Few significant ateps toward the solu-
tion of Iran's bagic sockal. economic, aod
palitice] problems are Likely to be taken
during the period of this estimabe. The
effectiveness of the goveroment will
large!ly be determined by ils SuCCeRs in
dealing wnth Tran's immediate fscad and
mopetary problems and in making some
apparent progress towards settlement ok
the oll dispute. An early and zatisiactory
cil settlemeant is unlikely. Without fur-
ther oulxide financial aid, an Iranian gov-
ernment probably would manage b cope
with its Immediate fiscal and manetary
problams by resorting to defielt financing
and other “unorthedox” means. Under
such elromstancss, it would encounter
— and with difflcuity probably keep in
check == mounting preascres irom £X-
tremist groups.

3, The security forces, which are loyal to
the Shah, are consldersd capable of tak-

e ——

ing prompt and suecessful sclion Lo 3up-
press internal disorders and recurrent
rioting U provided timely pelitical leader-
ship. This capahilily will conbinue if,
during the period of thus estirate; {a) se-
curity forces raceive adequabe financial
support; (b)) differences betwesn the
Shah and top level leaders aver control af
the security forces mre not seriously ag-
gravated; and (c) strong public opposi-
Hon to the regime does not develop

4. Tudeh's capabilities do not constitute
a sarious present threat to the Iranian
Government, and the Tudeh Party will
probably be unable to gain cantrol of the
cauntry during 1954, even if it comblnes
with other extremtst groups It wiil re-
tain a capability for acta of sabakage and
terrorism.

5. Tran will attempt to meintain friendly
relations with the USSR, but will aimost
certainly resist any Soviet efiorts to in-
crease ita infiuence in Irzn's imtamal
affairs.

5. Failure to receive continued financlal
aid fram the US or an acceptakle oil set-
tlement will probably resglf m a govern-
ment coming tg power which will be less
friendly to the IS than Lhe present cne,

-327) 1
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DISCUSSION

i. PRESEMT SITUATION
Palilical ond Mililary

T. Tre cverthmw of the Mozssdeq govermument
on 1§ August 1053 checked the drift In Iran
Lward Communism and salation from tha
West, The aithority of the Shah has besn
reassecied. A0d o mocderdts goyernment un-
der Goneral Zabed] 5 In power, Thila gov-
eromepl is commiited b maintaining the
mnsotutional pomtion of the monarchy and
the purllerment, suppresding the Commonist
Tudeh Party, and latnehing an sconamic de-
relopment program predicated on seitlement
of Lhe i dispute.  The accession of Zahed] o
power His eliFinsated neliher the scomdamic
and aocial problems which thave long plagoed
Iran, nor the weaknesses and Inadequacies of
the Irafuan polivdcal sjshem.

E. The armed forces are loyal to the Shah,
who has kaken prompt astlon to re-establish
mirnsrl! ks commander-ln-chile! in fack a5 well
ir in theory. The marale of the mecunly
foroms Nax Improved, and they can be expected
t respond promplly in support of the govern-
ment U given tmely political leadership.

B, Increazing [Dclop &and uoceriainty e
developing within the Imperial General Staff
becaust of the Bhah's lendency to by-pass
Zahed: on milllsry matters anc Decansse of
mutusl sforts of Zabedi wnd Chiel of Stafl
Batmangslich to undermine sach other and
place thelr own men in key positions. &l
though palitical maneureting th thix degres
iz unwsual, even Io the lramgan high cam-
mand, Lthere 2 no avidence that 1L has as yel
impalred the sffectivenest of tha security
farces.

1t The Zahed) government has taken vigor-
ous mction apainst the Tudeh Farty. The
periy’s organization has been At lamat fem-
oranly disrupted, and many of its most active
members hase besn arTested. Moal of the
koowz, 'Tudeh members and aympathissra who
had infditrated governindpt agencles have
teen purged. The Tuden Party hma also lasl
much of its popular support, I impmedinte
capablitles for exerting pregaurs an the gov-

ernment are Hmtted, evan 12 current efiorts ta
phtain the cooperalion of die-harg nailonalist
and extremist groups are surceatiul.  Tudeh
retans, howeves, & capability for acls of sabo-
tape and tecTorism,

il. Cutgide the pecyrity field, the Zahedi gov-
erotent has made Btie progress.  The Majlis
has lacked a quarum sinde the withdeewal of
pro-Momtadeg members LA the swmmer of
1553. Hence the governmenl i presamtly un-
rble Lo oblain ieglslaton oeeded (0 CRrry cul
It announced program. Moreover, the re-
gime has reaghed na frmo declalon on how and
when to reconsUtuis = funchionlng legisla-
tare, Although Lhe Shan and Zahsd] ggres
o the necessity af halding electloms, bthay
apparently fear that new elactlons may ¢auvse
a resurgence of extremist seoiiment, are oo-
certain how 1o inaure ihe slection of & mano-
agtable Majlis, snd hove not yet deflnitely
echeduled the Rolding of elections

12 Meanwhile, the povernment has done
Lithe Lo strengihen its politicel poyition B
preparation for new alectlons.  Zahedi has
etilisled few If any real alliez amenf the pali-
Geiany formerly wmaocisbied in opposition to
Mrstadeq. The present cabinet is dominzted
by members of the old miling class, many of
whorm have Uftla genuine sympathy lor re-
Torm, command little polltical suppart, or are
sospect berapse of former dentilcation with
the British. Zahed] himeell has hed TLiks
suceess o convincing the public that he will
not compromise the baslc objectives of the
Mational Fronl, expecially wilh respect o ol
nationelizatist. Fioally, the strengih end
standing af tha Zahedi goremment iz being
impaired by friction ielween Tahed) apd the
e,

13 These develppments have hastened the
breakup of the loose array of polllicians
aligned wgainst Mossadeg and have emeour.
aged an early revival aof factionalism and in-
trigue. Publie pritlelsm af the government
and prellminary mansuvering to Wndermine
Zihed! pre alftady beginning o emerge
Mationaiist and extremist ziements are moaL
petive (0 these respecta  However, National

o
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Fraol leaders whe supported Mosadeg unti
the end sre sl pablicly disceedited, and apeo
apposifion 1o e gOvemMment io other gquar-
terzs is oot unlisd, Tlie povernment s stralned
Ielations with the Qashgal ribes, which have
been traditigpally hostiie 10 e presegt
dynasty and were closely dasociated with
Mossadeq, gre under present gireumatancas
en Irritant rather then 3 major threat

Ecnnomic

14. The Zahedl goveroment faces Aefjpus
budgetary and monetary probleras. Mozsa-
¢eq's oll policy resylted in feduction of public
fereniues by about & Lhisd, and he was able lo
meel povernaoent operzhng expensss and
keep tha gl workers pald only by curtatling
the development program, reducing the lavel
of imparis, gepdeting the govermment's Anan-
cigl reserves, and ulegally expanding the eur-
reney.  Zahedt hkes thus been Jeft with o de.
pleted trensury and & sizeable operating daficlt,
The emergency grint of ¥5 million extended
by the U8 saon alter Zahed) took ofice will
epeble him to meet curreoi gperating ex-
penses until about February ot March of 1854,
provided that the goveroment takes effeciiye
slans Lo cope with lls conversion problem.

15. Zanred| w1l alao have to canlend =ik eoo-
narnic disgafisfactions =ngendered or Aggra-
vated by Mossadeq's economle pollcies.  EBe-
cause Of m 5Erind of good ¢rops and the
EOTErTLTAOL'S SUCCEI in MAinTainIng exsenbinl
importa, the predominent rural secior of the
Iratilan #eotiomyy nox suffered llttle (rom the
shiptdown of the all Indusicy, and seripns eco-
notnk difficallies have aol emerged elsewhere.
To some cxtent. espeniial gocds are bemg ob-
teined ty berter brade with the USSRE. On
tire ailver Fsnd, lorelgn exchange [or cE3eriLiEl
impaoris from other sountries Yy besn main.
tained thtough A ban an the mmpert sf 0¥y
and sermi-luxury goods., FPolitlcally active up-
per clas groups regent this bon and almost
rerfastily wall =aek 10 fave it fesed. The ur-
tan ouddie and lower classes have been dis-
appointed Gy g situation io which the prastpeck
for esoniomle and social Improvemenis has be-
come mare rermole and in which their already
iow level of [vicg hay gradually deterlorated.

8. The Zahirdl governmanl cleatly Iecogmizes
the sportance of sailing the o duputs and
gritng the Irmnlan ol mdusiry back inlo
operatlan. It has indiealed that It considers
Marsadeq's attitude toward oil negoliatinos to
haro been wrbitrary and yorealistic, and has
wlrergdy mede some haltung efforts ¢ prepars
Iraninn pubhe gpinian for & gettiement which
might involve some rebrent from Mossadeq's
demmands. The obstaclel ta gplutlon of the od
prabiem neverlheless remaln great. mminly be-
chipe the Irnninns hope for greater costrol
orer oll aperationa and higher financginl re-
turns than are llkely co be accepiable {0 the
Internatonkl ol Industoy.

Farmign Afairs

17. The Ehah and Zahed) ate copperating with
the US and heve indicatsd their destre to Im-
prove relallons with the UK. Although the
naw government has signed the berter apree-
mant with the USSE which was undar negotia-
tion at the time of Mossadag's dowmiall, it has
at Jeasl for Whe presnt discontinued Mossa-
deq & policy of atlempting ta play the USSR off
2gEinat the Weat.

18. The government's interest in cooperating
wilh the US and Its receptiveness Lo 19 adrice
are due in large measurs to its current de-
pendence ot U3 fAnanclel ald, and probably
alep to a belie! Lhat Commipgnism it the over-
ridig threat 1o Iran's Independence. The
Eovermment’s good standing wilh the US, as
demanstrated By I1s recoipt of emergency bud-
getary ald, 15 wt present ofe of ity mkln polit-
ical msspts wilhin Iren. ARt-US wgikation
bua died Zown except for spasmodic eforts an
the pari of Tudsh.

19. The new government ks conscious of the
need for Erilish agreemont In the revival of
Iraw's ofl indusiry. However basic suspicicns
of Britush intentions remuain widespread. The
government la st reluctent to resume forma!
diplematle ralztions with the TR belare there
is tangible progrees toward an odl it ement,

Il. PROBABLE DEVELOPMENTS

20. Few slgnificent stepa toward the salution
of Tran's baskc soclal, economic, and political
problems &r¢é LHkel¥ ta be taken dunog the
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period of this esinnate, The effectivenesa of
the government will Jargely be deteoningd by
ita success i deabing with [ran's lmmediale
fisca) and monetary problemd and in making
wome apparent progress towards ssttlement of
the il dispute, We beleve thiat relablvely
moderate governmants ars lkely Lo coniinue
Lhrough 1954 Without further outside finan-
cinl aid, an Iranian goverement probably
woitld manage o cope wth ke mmedinie
fArcal ang] mooelary problend by resortiog to
deficit financing and olher =gnorlhddox™
messures. Toder such circumalances, it
would encounter —and with difcully prob-
wbly hold in check — maunking pressures foom
extremist RO,

Z1L. I the Shab wers axsassinnted, & confused
sltuation might arise, The succeasion to the
tirone k2 not ¢lear |y establlahed, and disorders
attending his death might permif sxtremist
groupa, mith or withoul Tydeh Party coilabo-
tation. to gain poOwer.

Economic

23, The Shah acd the Eahed: regime gre like-
Iy to be more rezaanable than Mossadeg LA
thelr approach to the aill problem, but an early
and satistactory solution is not likely. The
following generalizations can be made:

d. The oil issue is still politlcally explosive
In Iran and will be an lszue o the eléctoral
cempalgn. The Fabed! reglme wil probably
ot wish to reach & Jormal oll Rgreemen. with
the British before the epmplation of the elee-
tigra, which wsually take severnl months In
any case oo Irapjac feg@mae could survive if It
appeared o be couprooasing the provlsons of
the il natopaiizzbtion Ine oF ebealing Tac
from Mossadeq's basic demands, Once i
Mujliz 5 reconstituted, & can probably be
brought to retify an agrspment which does
not appreciably violate Lhase comditiona, bt
gnty after vigorous potltlea] pressure and pub-
llz propaganda By the govarnment.

b, Alfhotpgh there appears té B¢ generdl
agreement that the merkeling of Lranian 6il
=il have to be undertaken by » combilnation
of Westerm firme rather than by the Anglo-
Iranlan il Company alone, & muoltpliclty ol
coumplicabed legal, commercial, and techmical

ptobletnd mual be wormed out hefore & definlte
propogal «an be made o Iran. Even U an ol
agreemient 1 réached and ratified, Iran wikl
ot reap slzzable Bpanclal benefits at ance,
unless theadgh aome form of advance againat
future il dellverias.

23. It therelors apprars that sometime during
1954 Iran Wl éncounter difficulties in meel-
ing itx byd golary expenses.  Afier the present
U3 emergency grant s exhaustad, the Irenian
Cro¥ernment wiil eilher oequirs addibional owat-
side fnancial asabliner or will be forced ko
teak Wajlls suthorization for 4 resumptlon of
deficit finaneing of the sort that Mossadeq en-
gaged In egally, The Majlis wauld prooaby
ETant such autborzation, but with great re-
lpctance, and only b there appeared ta be na
bope of timely outside ald. Morecver, this
course Would 1n the long run probably result
In & progressive weakening of Iran's Roancial
glabitity. Exporis will probably continue ta
pay for esseniin] bnporis, and barring 3enous
crop failure, general econornle AcUrily 4 #x-
pected Lo continye al approgimataiy the pres-
ent |=vel IF whiere I3 An ofl selilement, barter
trade Wtk Lhe USSE i ook expectad bo oesch
signibcrnt proportions. However, i the ih-
sanee gf Juch i settlement or continued granta
af fnancidl Aid, Iran will be farced to depend
heavily upan USSR barter trade for ezsentinl
I{ema.

Political

24, Although Zaned faces no imamedlates vha)-
Ienge, Lthe chances thal his govermment =il
siurvive throwgh 196 are oot pood Baaje
comflicis ~onlifnue sathin and beitween the tra-
ditional gevernlng groups, who are ¢ager Lo
regan the positlon of priviege they held be-
fere Moodsdasy, wnd the urban middle and
lower clexges, who are demandlng economic
and so¢iat reforms and greater particlpetion
In governmant. These conflickts eondd Awre
out inko the Open at any tme, partizularly
during proposed electione gr over zuch lasuns
as ihe dispoaltlon of Mossadeq or the off dis-
pute,

25. Mossadag réemuins a problem for the e
gime. &6 long ma he remains allve, he will

x a polrntin] leader lof exiremist opposition
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to the regune. On the other hand, if Mosss-
deq were execuled in the oear lviure the
resultant distorbences would be serious bul
eould probebly ba suppresacd.

28 ‘The necsssity of reconstltodng the Majlla
pases a aerlous problem far the Zakhedl gov-
errisent, The new regima I= Grmly com-
mittad to & return to partiagmentary govern-
ment and sppears unwilling 1o face (he con-
pequences of deliberaieiy poaiponing eiectiona
It is likely that ctéckione will bz held within
the peried of this ectlmate. However, politl-
taf ostabdity is ke y ta be Incresssd hy the
electoral campalgn and by the osture of the
Majlis kely to be ¢lectad, Onece the electoral
CAIpAIgn begins, political groups How MEDEL -
verung covertly for position will coroe mut in
the ocpen, with nereasing danger thal popu-
Inr emations will agein becoma aroused Rnd
hepd o mob violeice.

a7 ‘The new Majlis will almost ¢artalnly be o
heterngeneons body Lncluding representatives
of the traditional goverrung groups, tribmi
leaders, tormer Moasadeq supporiera, and
ardent mationafists (ke Mulizh Kaaheni and
Mozafar Haghal IMany members will be Litile
intorested in stahler governmmenl or will be
baslcslly cesympathelic Co the governmment
reform program. Others il suspect Ezhedl
al loo close assoclation with the traditional
goreraing groupd and wil oppose seltlement
of the il dupute and rapprochement with the
British. ¥rom these disunlied gToups, repre-
senting = wariety of conflictng interests,
Zahed) musl put together majonities for con-
teorersiol fizcal aed monctary legisintlon and
auch poliicelly exploslve wieasura: af these
ralaking o an ofl seHlsment

5% Thote difflcubties Zahedi will be zhlz ta
Jurmstnt anly A leng as ke hat the Arm
backing of lbe Bhah, who has opDce again
becoms B ey [Bclar (o Iranwn politics. The
Shah apparently fesls that hls restoration bo
power Is due 1o his high personal popularity
with Mt [ranian pegple, and he sppears de-
tertuned to asesri hiz guthority. There are
indioakions, however, that he Ly still unwilling
Lo give atrong BASKIRE o ANy Prim# minister,
and &t 1he zame e s 0ol wlliEE 0 ASSOmRe
tne role of dictator himsell. His [atent jeal-

pusy of Zahed], his attampts Lo appoint ggurt
favorites to ey povermiment posls, and hls
bry-passipg of Zahedl 1 exsrcising his com-
ma: b of the armed forcea might at any time
lead to z sliuetlon in wilch Zahed] wduld
bezome ineffective. If stroms opposition to
Zahedl develnpy o the Majlls, the Shah will
probabiy jettlsan Fahed! and appeint a new
cabinat, thus if efect returning to the chrondc
governmental ineffectiveness and instability
I the pre-Bosssdeg efa

8. The Shah would probabiy be successiul In
repiacing the Zahedi govemment With an.
other refatiyely modersie one BHowever, i
{oreign aid 13 substantialiy reduced and there
iz no ool settietpent ar rewsonable prospect of
one, moderate governmments woid encoknter
greater popular oppositian. The Shah would
then b foced with the wliematives of RUlng
by increacingly enthorllarian meLns or mak-
ing Freaier concesxions (o extremist eiemenis
If additiomal U8 financial assistanse 13 oot
forthcoming when the surrent grant 1z ex-
tausted in the spring of 1554, and if at that
time Iranian publlc oplojon were already
greatly aroused over such i=ues as Majlis
elactlons of an ol settlement, 8 serious crisls
might develop. The Shah and & goveEinment
an]oying bla gupport could probably surrive
sich a erlsis, although they woald 104e Loo-
portant elemenits of their following.

30. The Tudeh. Pucty =l probabdy be wnable
to guln contrel of the country durityg the
peniod gl Lthis estimatbe, even i 1L comblnes
with glher extremist groups Tt will never-
tneless be abls to caplizlize on any decresss
in popuwar eonfidence un the government., I
will nlso retain A capadllity for acls of sabo-
lage snd tarmmiem. The strength of pro-
Shah entl-Tudebk sentiment in the srmed
forces, while At present & roajor detercant to
Tudeh ssFumption of power, il b weakened
if Ehere s 0 marked Increass 10 poOpular Sup-
part for Todeh,

Foreign ARors

31. The hope of obtaining eontinusd and In-
creasing US aid, both In restoring oll revenues
and in providing Junds Lo their ahkence, makes
it almoat certain that the Shah and his par-

e N
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ernments will continue Lo coaperute with the
TE. A sharp eurtdllment in US aid to Iran
wonld not only make Iran less receptive ta US
gdvice and infuence, tut would signiflcantly
reduce public confBdence in the governiment’s
ability to improve soclal and economle condl-
fonz and maintain internad security, There
will also be increasing pressure, partiealariy
feom the Shah, for an expansion of U3 mili-
tary aid. Even if the Shah should be affered
corsideraple lhdusement in the form of mili-
tary aid, e would oot agree bp join with Lhe
UES In farmal arrangements lor defense of the
Middle East, since s5u¢h A commilment wolld
be strongly apposed by many Irantans, would

- BT

not obtain Majtis approval, and might, 1o his
mind, provoke the USSR inte invoking the
1521 Treatly.

22, Iranian relztlons with the UK will largely
deperid gn progress in sebtling the &il dispitte
Zetflement of the dispute would almosi cer-
tainly result in some gradua! revival of Hrjk-
1sh political apd eommercis] iInfluence in Iran,

33, During 1954 Iran will attempt to maintain
friendly relaticns with the USSR and will con-
tlnue efforts to settle questions fn dispute. It
will almost certainly resist any Sowiet effarts
to lncrease Iits wmnfwence In Irzn's intemal
affairs.

- L%
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4, Thimavva reports extensive military construction in Korea {page 4).
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25X1A
SOVIET UNION

1. Armenian purge underlines Khrushchev's growing stature:

- The purge of Armenian party boss G. A.
Arutinov announced on 9 December appears to reflect the influence
of N. 8. Khrushchev, whose power has been increasing rapidly since
he was appointed all-union party first secretary in September 1953.
Arutinov was in 1951 the first Soviet official to criticize publicly
Khrushchev's ideas on agricultural organization.

Khrushchev's public participation in the
‘removal in late November of Leningrad party leader V. M. Andrianov,
long congidered a Malenkov associate, and his earlier failure to give
Malenkov any credit for the new agricultural program suggest the de-
velopment of rivalries within the framework of the USSR's collective
leadership. :

Besides assuming public supremacy in the
important agricultural field, Khrushchev has apparently been able to
gain an increasingly important role in top personnel appointments.
Former Khrushchev associates who have been promoted recently in-
clude L. R. Korniets, new minister of procurement,and V, P. -
Mzhavanadze, first party secretary in Georgia.

25X1A

2. Soviet gold sales to Western Europe continue at a high rate:

The British Foreign Office has informed
the American embassy in London that re-
cent sales of Soviet gold in the United
Kingdom amount to the equivalent of
approximately $30,000,000.

25X1A

- Comment: Since mid-October, known
Soviet gold exports to the Unifed Kingdom, France, and Switzerland
have totaled at least $60,000,000. If continued at this rate, the total
annual export of gold would be over three times the estimated Soviet -
and Satellite average In the past four years. '

-3 -
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25X1A
- In recent months the Soviet Union has

- expanded its imports of consumer goods from the West and has
cut back its shipment of such important export commodities as
grain and timber, probably using the export of precious metals
as an alternative source of foreign exchange.

FAR EAST

3. Peiping spokesman prepared to "stay till spring" at Korean talks:

Huang Hua, Chinese Communist spokesman
25X1 A at the Korean talks, told a senior Indlan

. official in Korea on 9 December that he was
'"prepared to stay until spring' at these talks.
Huang and the North Korean representative
seemed "'unable to understand" Ambassador Dean's rejection of the
USSR as a neutral and "appeared incredulous' when the Indian stated
that Dean's position would not change.

The Indian officlal believes that Huang's
insistence on the USSR's '"neutrality' is due in part to Peiping's sensi-
tivity about appearing subordinate to the Russians at the Korean confer-
ence, which the Chinese consider to be their own concern..

Comment: Communist propaganda, although
it describes the impasse in the Korean talks as “grave," suggests an in-
tention to avoid taking the initiative in breaking off the talks.

Moscow and Peiping appear to have égreed

from the start on the USSR's "neutral' status-to give Moscow maximum
maneuverability in the future, ‘

4, Thimayya reports extensive military construction in Korea:

General Thimayya, Indian chairman of the
Neutral Nations Repatriation Commission,
25X1A believes that the Communists in Korea are
working furiously on airfields, gun emplace-
ments, and on an intricate system of tunnel
defenses, according to Ambassador Dean,

‘ 4.
25X1A
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Thimayya, who is permitted to go north of
the demilitarized zone, reiterates that the Communists can move men
and a2 large amount of supplies through the tunnels without interference.
Dean points out that the general, not being allowed south of the demili-
tarized zone, 'constantly questions' whether full advantage of the armi-
stice is being taken to build up South Korean defenses.

Comment: These firsthand observations
reinforce other reports that the enemy is strengthening his forward
positions, preparing underground storage space, and extending forward
his line of communications. .

Thimayya's statement underlines his increas-
ingly sympathetic attitude toward the West,

25X1
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SOUTHEAST ASIA

Defense minister's policies may resuit in showdown in Indonesia:

The American embassy in Djakarta reports
that five of the Indonesian army's seven terri-
torial commanders are unwilling to accept

the pro-Communist defense minister's reorgan-

lzation plan, which would curb their power. At the same time the govern-
ment, by supporting the defense minister's activities and by favoring the
Nationalist Party in making government appointments, has caused serious

-dissatisfaction among the small non-Communist parties represented in the

cabinet. Thus for the first time there is a chance for the opposition to

- break the present coalition.

Defection of the government's moderate support
would not necessarily bring about the cabinet's fall but would leave it
wholly dependent on the support of the Communists, who could then dictate
its policies. To accept this course, the embassy believes the government
must risk forceful action from the military groups opposed tc the defense
minister, '

' Comment: The army commanders opposing
the defense minister include those of West Java, where Djakarta is located,
and Central Java. The commander in East Java is the only one fully sup-
porting the government.

NEAR EAST - AFRICA

British modify stand on control of Iranian oil consortium:

Foreign Secretary Eden indicated at Bermuda
that London is willing to push forward as
quickly as possible with negotiations for a

-6 -
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Settlement of the Iranian oil dispute. He gave the impression that
Britain would not insist on AIOC control of the Iranian oil industry
Or on a majority British share in any consortium established to
market Iranian oil.

For domestic reasons, however, the
British feel that their own analysis of the situation must precede
any cabinet decision. ' .

Comment: London has heretofore in-
sisted that British companies must hold at least a 51-percent interest
in any consortium.

Direct negotiations with Iran are unlikely
for some time, pending solution of many complicated financial and
legal problems involved. There are indications that AIOC representa-
tlves may be reluctant to adopt a position acceptable to Iran.:

Comment on incidents in the Suez area:

: - The increase in minor incidents in the
Suez Canal area and the reported British military retaliation are

not expected to result in a breakdown of law and order. The Egyptian
government, . frustrated over the apparent unwillingness of Britain to
make further concessions as well as over the delay of American eco-
nomic aid, may be condoning some local expressions of anti-British

- sentiment,.

Egyptian military leaders are aware that
unrestrained terrorist activities endanger their regime and accordingly
can be expected to counter this threat when necessary. For the time
being they will probably continue to press for a negotiated solution of
the Suez issue and for direct American aid,

25X1A

WESTERN EUROPE

Austria may request revision of state treaty draft:

Forelgn Minister Figl ir‘jformed‘the American
embassy in Vienna on 10 December that he
intends to urge his government to request

-7-
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formal consent to participate in the proposed four-power conference in
Berlin. He "expects'" any Austrian representative at the conference
would make a strong plea for revision of Article 85 of the draft treaty.

: Comment: The three Western powers
have previously consented fo Austrian participation in future treaty
negotiations provided the Soviet Union concurs. Thus far Vienna

has been unable to obtain a formal Soviet commitment to Austrian
participation, although Soviet authorities in Austria have unofficially
stated that this would be possible provided Austria "plays a good part."

: An Austrian plea at the Berlin conference
for revision of Article 35 would greatly assist Western efforts to re-
vise the economic articles of the treaty. British and French support
of these efforts is currently conditioned on Austrian initiative in urging
revision. '
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PROBABIE CONSEQUENCES IN IRAN OF PATLURE TO ACHIEVE AN
EARLY OIL SETTIEMENT &

1, In the long mm, satisfactory solution of the oil problem
is a prerequisite for continuing stability in' Iran, Until sub-
stantial oil revenuss are restored, the Iranian Government will
be dependent on foredgn subsidies not only for developmental
but even for a substantisl portion of regular government operating
expenses. Iran's present moderats leadership has clearly recognised
the overriding necessity of an oil settlment end has in effect.
staked its future on the hope that such a settlement will be forth-
coming, hm.wﬂmmuﬁ-m
15 in large measure based on the expectetion that the moderatos
mmmmnﬁﬂguﬁmmhﬂrﬂ-
from Iranie oil yescurces. -

2, Thus far the sitvation has developed favorably for the
present lsadership. ﬂthﬂuﬁd#iﬂdmﬂinmm
granta, Iran's treasuwry has been restored for the time beding to

# This is an estisate prepared by the BOARD OF NATTOMAL ESTINATES
of the CENTRAL INTELLIOENCE ACGENCY, h-ﬁnhh.mth—
mﬂmhdu‘thw-hrurthm.
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ressonzble order. Ultranationalist and Tudoh slements, the chiaf
opposition to the government and its present policles, remain woak

and divided, and the general public is at lsast passively aligned
‘with the goverrment. The pew Majlis just elected is almost eom-
.phuhnﬂ-mn:mtwnnﬂﬂhlm“

present ciroumstances can probably be prevailed on to ratify suy

“oil settlement acceptabls to the government and within the frame-
work of the existing oil nationalisation law,

3., However, the govermment's ability to maintain this fawvorable

~position depends in a considerable measurs on its ability to obtain
_inﬂﬂ:lqmtimutﬂunnmﬂn. The government now has a
"degroe of control over internsl affeirs which 1t will find difficult
o naintain, Tho Majliz, despite ite hand-picked character, cone
%;tdnl:-mihnm.hhlh‘rthdmtuM’qﬂ-m
;:mt;nmhdmmuu,mdthmﬂhmtmtm

II‘I-.:'.J: :_ru'pn;.

lis - Conssguences of Dalay in Achisving an 01l Settlament,
Evam in the brief period remsining before present US emsrgency aid
is exhausted in June, any undue delay in moving toward a settlemsnt,

by providing opportunitiss for irresponsibls discussion of the

o1l question by the Majlis, might lead to a weakaning of the
goverment 's will and zbility to accept a realistic settlement.
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In the light of present Iranian expectations of an early sottla-
ment, such & delay would also encoursge the ultranationalist and
Tudsh opposition,

S5« If US esargency ald wers allowed to run out before a
asttlament had been reached or was immedlately in prospect, Iron's
presant moderate leadarship would be in seriouws trowbls. The
budgetary doficit now cowered by U5 aid could be met only by
deficit financing techniques which the Majlis would be reluctant .
to suthorise and which if long contimued would probably lesd to a
progressive weaksning of Iran's financial stebility, The with-
. draval of US finnneial support would also seriously damsge the
G govermment 's morgle and prestige, would lead to widespread popular
discouragement about Iran's future, and would be 1ikely to result
in & resurgence of extremist pressures. Indeed, the failure te
contirme U5 budgetary aid to Iran would be locked on as indloating
lack of U5 confidences in the Zahedi government, Zahedi would almost
certainly have to resign, and while the Shah would probably be able
. to retain relatively moderats elsmemts in power for several monmths
or more he would probably find it inoreasingly difficult to do vo.
. In the ond 4t is 1ikely that there would be a return to the chactis
mnﬂummmmmmmq.

: 6. Even if U5 emergency aid were continued, prolonged delsy
H in achieving sn oll settlement would probably lsad to & gradml
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but progressive narrowing of the government's freedom of action
in desling with the oil question, Opposition elements would have
further opportunities to critieise the settlemsnt terms wnder negotia-
m,:mmumm.mmmmumuu
that 1t could do business with them, Although the govermment would
at first sesk to avold friction with the UK and US, it would becoms
inereasingly discouraged sbout the prospect for a settlsment and
would tend to becoms more and more bitter over the failure of AT0O
and the other oil compamiss to provide a plan satisfactory to Iran
and over US failure to compal them to do so. Eventually, tha
declining morale and prestige of the Iranian Govermment and the
rising strength and vigor of the opposition might creste a situation
| G in which conelusion of sny kind of a ssttlsment would be impossible.

ﬂmtthlumlltﬂlnrmmlhnpluflnﬂﬂmwrmﬂmt.
the position of the moderate elements in Iran would be seriously
weakened, If US emergency ald were contimued, it would moot likely
mmmmnmmnmnmm,ht
Zahed! himself might bave to be dropped as a seapegost, and the
abdlity of hmmm“h-ﬂmm
would be lessened. Moreover, without additional US oconcmis
ansistance, the moderates would be unable to finsnce the econemic
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development activitiss with which they bad planned to counter
growing popular dissstisfaction with the ototus quo,’ Finally,
fallure to resolve the oil problem would result in growing '
uneasiness about Iran's futurs, particularly in the business T,
| comumity. Contirmation of a month-to-menth dole from the US
: would probably be increasingly insffoctive in overcoming this
unsasiness. Under these ciroumstances, thare would be increamed
Ukelihood of a return to extrems nationalist governments in Irsn,

Be Mdlgﬂmmm&ﬁiﬂﬂn

ummtm-ntunm#m.m
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Features of the recent Soviet
psywar drive against U.S. inlel-
ligence.

TARGET: CIA
Lester Hajek

It is part of the job of opposing intelligence gervices to fight
each other, and one means of carrying on this running battle
is arranging publicity to discredit the adversary in his own
country, among its allies and neutrals, and at home. Deni-
grating the opposing service at home serves to enhance the
people’s vigilance against the enemy and their support for
the defending service (and more broadly as a convenient out-
let for the instinct to portray the enemy as evil); exposing it
among its allies and neutrals will make its liaison and its op-
erations abroad more difficult; and discrediting it with its own
people tends to undercut its freedom of action and its very
base. Much the same picture of it can be painted for all these
purposes if there are slight shifts in the lighting for different
audiences: people in the opposing nation should be impressed
with the ineffectiveness of their service, but not too much the
people at home; the adversary's allies should especially be
made aware of his treacherous spying on them.

It is not surprising, therefore, that Soviet propaganda and
other psywar operations long since fixed on U.S. intelligence
as one of their preferred targets. The main features of the
bugaboo they wish to make its public image have been de-
scribed in an earlier article.! During the past two or three
years, however, and especially since the capture of U-2 pilot
Powers and the failure of the Cuban invasion, the Soviet cam-
paign has been intensified, has been focused more narrowly on
CIA and a personal symbol of U.S. intelligence, Allen Dulles,
and has scored some telling blows. It has had the advantage
of being able to use the Western press while the Bloc press
remains impervious to Western influence. The major Bloc

*Leslie D. Weir's “Soviet Publicists Talk about U.S. Intelligence”
in Studies IV 3, p. Al19 fI,
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salvos have come in six openly published books or articles and
three series of covert mailings since 1959.

The six publications include, in addition to three *“white”
propaganda productions issued in East Berlin and Moscow,
three from ostensibly non-Communist sources—one by Brit-
ish member of parliament Bob Edwards and Kenneth Dunne,
A Study of a Master Spy (Allen Dulles),® one published in

New York, Robert E. Light and Carl B. Marzani's Cuba vs. the < =

CIA;* and Fred J. Cook’s The CIA, published as-a-special issue

‘of The Nation.* What distinguishes these latter ‘three from
the recent welter of more or less honest and spontaneous
scapegoating of the CIA and marks them as deliberate com-
ponents of the Soviet psywar campaign is the similarity of
their arguments to those of the Bloc books and in particular
their coordination in building up a distorted structure upon
certain document fragments that could have been furnished,
directly or indirectly, only by the Soviets.

The Hohenlohe Papers

Back in 1948 the Soviet Information Bureau published a
booklet entitled Falsifiers of Hislory portraying the USSR as
the heroic vanquisher of fascism and the Western allies as
conniving only to turn Hitler against the East. As one of
many examples of this Western duplicity it cited “documents
captured by the Soviet troops at the time of the defeat of Hit-
ler Germany which . . . tell of negotiations which took place
between representatives of the Governments of the U.S.A. and
Germany in Switzerland in February 1943.”

In these negotiations the U. S. A, was represented by a special
delegate of the United States Government, Allen Dulles (brother
of John Foster Dulles), who figured under the pseudonym “Bull”
and had “direct instructions and authority from the White House.”
His partner on the German side was Prince M. Hohenlohe, a
man closely connected with the ruling circles of Hitler Germany,

* Leicester Printers Ltd., Church Gate, Leicester, England. Published
by Housmans Publishers & Booksellers and the Chemical Workers’
Union: 5 Caledonian Road, Kings Cross, N.I. Introduction dated
January 1961.

*Marzani and Munsell, 1961. Marzanl is the only one of the five
authors known to be a Communist.

‘Vol. 192, No. 25, 24 June 1961.
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who acted as Hitler's representative under the assumed name
of “Pauls.” The document containing a summary of these nego-
tiations belonged to the German Security Service (S.D.).

It is evident from this document, the conversation touched on
important questions relating to Austria, Czechoslovakia, Poland,
Rumania, and Hungary and, which is especially important, to
the conclusion of peace with Germany.

In the course of the conversatlon A. Dulles (Bull) states that

“In the future. a situation wﬂl never again be permitted to
arise where nations like the German would be compelled to resort
to desperate experiments and heroism as a result of injustice
and want. The German state must continue to exist as a factor
of order and rehabilitation. The partition of Germany or the
separation of Austria is out of the question.”

Concerning Poland, Dulles (Bull) stated:
. by extending Poland to the East and preserving Rumania

and a strong H\mgary_ the establishment of a cordon sanitaire
ageinst Bolshevism and Pan-Slavism must be supported.”

The record of the conversation further says that:

“Mr. Bull more or less agrees to the political and industrial
organization of Europe on the basis of large territories, on the
assumption that a federated Greater Germany (similar to the
U. S. A.), with the adjoining Danubian Confederation will consti-
tute the best guarantee of order and rehabllitation in Central and
Eastern Europe.”

Dulles (Bull) also stated that he fully recognized the claim of
German industry to the leading role in Europe.

It must be noted that this sounding was effected by the British
and Americans without the knowledge or consent of their ally,
the Soviet Union, and that nothing was communicated to the
Soviet Government concerning the result of it, even by way of
post factum information.

This might warrant the assumption that the Governments of
the U. S. A. and Great Britain had in this instance made an
attempt to inaugurate negotiations with Hitler for a separate peace.

Clearly, such behaviour on the part of the Governments of
Britain and the U. S. A. can only be regarded as an infringe-
ment of the most elementary duties and obligations of allies.

These documents, fragments of the supposed Hohenlohe re-
port to the Sicherheitsdienst, are the seed which Bob Ed-
wards, Carl Marzani, and Fred Cook will cooperate in bring-
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ing to full flower in 1961. The Western writers will also re-
produce the reasons adduced by Falsifiers of History for the
U.S. Government’s and Allen Dulles’ solicitude about the fu-
ture of Germany:

The role played by the American monopolies, headed by the
du Pont, Morgan, Rockefeller, Lamont and other industrial baronial
families, in financing German heavy industry and establishing
the closest ties between American and German industry.is well
known. . . . The Schroeder bank . . . furnishes a typical example
of the close interlocking of American and Gg_rrna_n. as well as
British, capital. Allen Dulles, director of the J. Henry Schroeder
Banking Corporation in New York, which represented the Schroe-
der interests in London, Cologne, and Hamburg, played a leading
role in the affairs of this bank. An outstanding role in the New
York branch of the Schroeder bank was played by the law firm
of Sullivan and Cromwell, headed by John Foster Dulles . . .
and closely connected with the Rockefeller world oil trust, Stand-
ard Oil, as well as with the Chase National, the biggest bank in
America, which made enormous investments in German industry.

But first the East German and Soviet propagandists revive
and nurture the story. In 1959 it reappears, already putting
forth new shoots, in a chapter contributed to a German-lan-
guage historical study ® by one Josef Hodic. Hodic has addi-
tional participants in the Dulles-Hohenlohe conversations on
both sides. He does not name the other Sicherheitsdienst
agents, but says that Mr. Dulles had a subordinate named
Robert Taylor (cover name Mr. Roberts), an expert in Euro-
pean economies, who also dealt with the Nazi “emissaries.”
He says further that the Hohenlohe reports were accompanied
by a cover letter over the signature of SS Hauptsturmfuehrer
Ahrens forwarding them from one Sicherheitsdienst office to
another.

Hodic weaves into his account references to the Schroeder
bank, I1.G. Farben, Vereinigten Stahlwerke, etc., as links be-
tween the U.S. representative and the Nazis. He says that
.Mr. Dulles told Hohenlohe it was errors in Nazi foreign policy

s Die Hintergruende des Muenchner Abkommens von 1938, volume
2 of a series said to be prepared by a “Commission of Historians of
East Germany and Czechoslovakia.” Edited by Drs. Karl Obermann
of Berlin and Josef Polisensky of Prague, published by Ruetten and
Loening, Berlin. Hodic's contribution is headed “Die Fortsetzung der
Politik von Muenchen durch die Westmaechte im Zweiten Weltkrieg.”

32 SEERTT™




Target: CIA SECREP"

that had forced Great Britain and the United States to enter
the war, and he continues with a new interpretive account:

The basis from which Dulles began the negotiation was that
the next war would be conducted between the USA and her allies
on one side and the Soviet Union on the other. The entire post-
war order of Europe should be subordinated to this conception
of the development of the world. From this position Dulles criti-
cized fascist Germany’s internal and external politics of recent
times. . . . Because of a psychological error—which was mentioned
many times-—the German government caused the Anglo-Saxon
powers to enter a state of preparedness for wap, caused Great
Britain to introduce general conscription, and caused the U. S. to
turn away from her isolationist policies. . . .

From the beginning Roosevelt’s special representative recognized
the historical significance of Adolf Hitler. . .. Dulles declared
that in principle he did not reject national socialism and its basic
ideas and actions. For example, he indicated that the last
Goebbels speech was a masterpiece and that he had read it with
great satisfaction. .. . The guiding principle for the new order
in Europe after the war must be the realization that the next
war will be between the USA and the USSR. . . . Germany should
not come out of the war weakened nor should people like the
Germans be forced to desperate measures to overcome injustices
and misery. Moreover, the German state must continue to exist
as a factor of order and restoration. There could be no question
of the division of Germany or the separation of Austria. A strong,
federalized Germany with a neighboring Danube confederation
could guarantee order and rejuvenation in Middle and Eastern
Europe. Through the expansion of Poland towards the East,
through the creation of a strong Hungary and a strong Rumania,
a cordon sanitaire would be erected. )

Dulles and Taylor ascribed only a limited importance to the
Czechoslovakian question. Both of them visualized that some day
a solution to this question within the framework of the Reich
would be acceptable. . . .

Dulles . . . informed himself exhaustively on the question of
whether there existed among the German bourgeoisie and German
workers anarchistic or other nihilistic tendencies which would strive
for a sovietization of Germany. ... For Dulles there was no
thought which was more unacceptable than that the Germans
might enter discussions of any sort with the Soviet Union after
the military catastrophe of 1943. Nothing disturbed him more
than the possibility of the postwar expansion of the influence
of the USSR in Europe or in the Middle East. Max Hohenlohe
emphasized that Mr. Dulles, unlike the British, did not want under
any conditions to see the Russians reach the Dardanelles or the
oil areas of Rumania and the Middle East.
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Dulles and Taylor never missed an opportunity to emphasize
that the discussion with Herr Hohenlohe and the other negotiators
was a pleasure, for they had heard enough from the old bankrupt
politicians, immigrants, and prejudiced Jews.

This elaboration, buried in the midst of other ponderous
historical “scholarship,” cannot be counted a major salvo in
the anti-CIA campaign. But also in 1959 there was published
in East Berlin a cheap, sensational paper-back with a female
spy on its cover entitled Allen’s Gangsters in Action, by Julius
Mader, ¢ and containing, among other denigra,mons of the CIA,
a further distorted version of the Hohenlohe episode as em-
bellished by Hodic. Mader prints a facsimile of the purported
cover letter signed by SS-Hauptsturmfuehrer Ahrens for-
warding the Hohenlohe report to Sicherheitsdienst office
VI D/

* Mader changes the identity of Mr. Dulles’ “subordinate” and
carries the solution of “the Czechoslovakian problem” to its
logical conclusion:

Both of the American gentlemen (at the conference with the
SS deputy, in addition to Dulles, was present Mr. Myron Taylor,
a leading manager of the U.S. Steel Corporation-——JM.) could
imagine, for example, that one day and finally a solution to Czecho-
slovakia within the German Reich [italics in original] could be
acceptable., . . . The German state (in other words, the Hitlerian
version thereof—J.M.) must remain as a factor of order and res-
toration; there could be no question of a division of Germany
or a separation of Austria.

Mader treats the insidious influence of banking and big
business, especially oil, as follows:

After 1926 we find him [Allen Dulles] a partner in the law office
of Sullivan and Cromwell, established by his brother in 1911, which
is situated in Wall Street, New York, and which, significantly,

¢ Julius Mé.der, Allens Gangster in Aktion, Berlin, Kongress-Verlag,
1959.

’The Mader and Hodic versions had actually been anticipated, with
journalistic promptness, by the Czech party daily, Rude Pravo, which
in October 1958 carried a similar account, illustrated with a facsimile
of the Ahrens letter and a photograph of nine lines of Hohenlohe
report text.
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represents the interests of the Standard Oil Company, among
others, on a contractual basis. Then followed years during which
he exercised the following functions: director of the American
Bank Note Co., member of the board of directors and of the re-
search section of “Council on Foreign Relations” in New York.
Together with his brother John Foster, five years his senior, Allen
Dulles hastily snatched up several million dollars and already
pelonged to the “top drawer” of “better” American socxety The
basis for his millions was sweat, but not his own. ,

The next year, 1960, saw the publication, oTan even more
elaborate version of the Hohenlohe story in the” New Times
of Moscow.® This eight-page article repeats all the main
themes of the earlier versions and is the most complete of
all, including a facsimile of the Ahrens letter and a photo-
graph of five lines said to be from a Hohenlohe report.® But
there- remained the task of winning credence for this ma-
terial in the West by arranging for its publication from an
ostensibly non-Communist source.

The British M. P. Bob Edwards and his co-author Kenneth
pDunne met this requirement. In January 1961 Edwards
writes:

Now let us analyse the famous negotiations that took place in
Switzerland. For this purpose we shall have at our disposal three
authentic documents comprising a record of the talks which Mr.
Dulles and his assistant held with the German emissaries Prince
Maximillian Egon Hohenlohe and Dr. Schudekopf. These docu-
ments were written in April and belong to the files of the Depart-
ment VI (Amt. {sic] VI) of the SS Reich Security Office.

Edwards does not tell how he came into possession of the
“three authentic documents,” nor does he print any facsimi-
les. But his account is detailed, spinning out all the main
themes of the preceding versions and like them twisting in-
vestigative conversations that may have taken place between
Mr. Dulles and German sources including Hohenlohe into of-
ficial negotiations with Nazi “emissaries.”

* “Documents, on Allen Dulles’s Secret Negotiations with the Nazis
in 1943,” New Times, published by Trud, Moscow, No. 27, July 1960.
Prepared for the press by L. Bezymensky and A. Leonidov.

* From a different page than the nine lines reproduced by Rude Pravo.
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Mr. Dulles’ representation of big business interests, how-
ever, is handled with greater restraint for the British audi-
ence:

He had little difficulty in obtaining a post in the highly re-
spectable legal firm of Sullivan and Cromwell. This firm, with
which old John Foster still had dealings, was one of the largest
in Wall Street. Among the mighty concerns to which it gave legal

advice were the Rockefellers themselves. Its ties with the Morgang™:

were no less firmly established. ~

————

But Edwards is tareful to mention the matter-of 6il. Besides
repeating the passage from the earlier accounts in which Mr.
Dulles “on no account wished to see the Russians at the Dar-
danelles or in the oil areas of Rumania or Asia Minor,” he
points out that

By 1926 . . . he had been placed in charge of Near East affairs
at the State Department. This was an extremely busy post, for
in the twenties the Near East was regarded with considerable
interest by the United States. The Near East meant oil.

The British book now becomes the ostensible source for the
two exposés published later in 1961 in the United States. In
Cuba Vs. the CIA, Light/Marzani announce:

A British Member of Parliament, Mr. Robert Edwards, has ob-
tained and published documents from the files of the SS Reich
Security Office of conversations held between Dulles and a high
SS official in February, 1943.

Note that the documents are now said to have been published,
and that Hohenlohe, who according to the Ahrens facsimile
was Sicherheitsdienst agent No. 144/7957, has become ‘““a high
SS official.” There is no discussion of how Edwards acquired
his mysterious documents.

Light/Marzani devote two pages to quotations and sum-
maries from Edwards, stressing the theme of Mr. Dulles’ anti-
Semitism introduced in Hodic’s reference to “prejudiced Jews”
and making the now familiar references to big business and
oil interests:

Dulles . . . became head of the Division for Near East af-
fairs. . . . Near East means oil and during this period the battle
between American and British oil companies took place with
Rockefeller finally getting 25 per cent of the shares of Iraq Pe-
troleum Co., Mellon’s group of the Gulf Oil Corporation getting
priority rights on the Bahrein Islands.
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In 1926 Dulles resigned from the State Department for a post
in the powerful legal firm of Sullivan and Cromwell which had
ties and dealings with Rockefeller and Morgan among other
American corporations. Dulles’ knowledge of o0il stood him in
good stead as evidenced quickly by the affair of the so-called “Barco
Concession” in the oil flelds of Colombia . . . [which] Colombian
President Dr. Miguel Abadia Mendez denounced. The Morgan-
Mellon group chose two experts on the art of putting pressure,
both former State Department officials—Allen Dulles and Francis
1.oomis.

——

The culmination in this transformation from a- 1948 tad-
pole hatched by the Soviet Information Bureau to a 1961 bull-
frog croaking in a supposedly American pond appears in
Fred J. Cook’'s The CIA. Except for a few changes in em-
phasis for the benefit of American readers, Cook follows the
Edwards text, even to the chapter headings, almost to the
point of plagiarism. A sample of his treatment:

The Near East, then as now, was a sensitive area, and for much
the same reason—oil. British interests had had a hammerlock on
the rich preserves of the entire Mediterranean basin and had
tried to freeze out American rivals; but now such companies as
Gulf and Standard Oil were no longer to be denied. The years
during which Dulles headed the key Near Eastern Division were,
as it so happened, the very years during which the Rockefeller
interests in Standard Oil negotiated a toehold in the Iraq Petroleum
Co., and the very years in which the Mellons of Gulf were laying
the groundwork for valuable concessions in the Bahrein Islands.
Both of these developments became public and official in 1927,
the year after Dulles left the State Department to join the New
York law firm of Sullivan and Cromwell. . . .

Just as Allen Dulles was quitting the State Department, Dr.
Miguel Abadia-Mendez was elected President of Colombia. . . . He
threatened to repudiate the Barco Concession .... Worried
American oil barons . . . turned naturally to their legal brains.
One such brain was Francis B. Loomis, a former State Department
official; another, Allen W. Dulles. . . .

Dulles and his older brother, John Foster, . . . were partners
in the firm of Sullivan and Cromwell; they represented the same
clients and the same interests. . . . Most important among their
varied interests, and claiming a major share of their attention,
were some of Germany’s greatest international cartels. . . . Out-
side Germany, the Schroeder financial empire stretched long and
powerful tentacles, In England, it had J. H. Schroeder Ltd.; in
the United States, the Schroeder Trust Company and the J. Henry
Schroeder Corporations. Allen Dulles sat on the board of directors
of both. . . .
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The Allen Dulles of 1918, of 194245, of 1947-48, seems the same
man, with the same strong alliances to top-level Germans regardless
of their ideology.

Cook makes a final important contribution to the develop-
ment of the Hohenlohe fabrication. Whereas Edwards keeps ’
very quiet about how he obtained his documents, Cook says

he got them “from absolutely reliable sources in Bonn.” -
Moréover, he attributes this claim to'Edwards.* (He saysthat
Edwards acquired a number of documents, including the three
dealing with Mr. Dulles and the SS, whereas Bdwards claims a
total of three.) The whole composite structure thus ostensi-

bly rests now on an authentic Western original source.!®

Now that the Cook piece has appeared in The Nation, the
Communist propagandists are all set for their regular West to
East replay.!! The Bombay weekly Blitz, whose editor spe-
cializes in attacks on the United States and CIA, printed the
following in its 15 July 1961 issue:

Blitz-readers have heard of the cloak and dagger of the CIA,
the notorious American agency of espionage, subversion and aggres-
sion. Now they will read a terrible and terrifying exposure of this
secret agency and its international crimes by Fred J. Cook, whose
exposures have won him several important American press awards
during the last three years.

And the next day, 16 July, Izvestia carried an article by V.
Matveyev headed “The Nether Regions of Allen Dulles” and
subtitled “Department for Overthrowing Governments and
Imposing Puppet Regimes: Dollars Are Buying Diversionists !
and Provocateurs” which consisted of excerpts and para-
phrases from the Cook article.

Portrait of a Monster

In tracing the development of the Hohenlohe legend to es- ;
tablish the direct line of descent that runs from the Soviet :
Information Bureau to Edwards, Marzani, and Cook, we have

* On the cover of Edwards’ book the title is superimposed upon the
image of a 1940 French intelligence report that includes the phrase B
Source: Bonne (“Source: Good”). If pressed, Cook might argue that -]
he mistook Bonne for Bonn. :

u For examples of this standard procedure see Alma Fryxell’s “Psywar
by Forgery” in Studies V 1, p. 25 fI.
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seen illustrated some of the themes used in the recent cam-
paign of defamation against CIA. One might summarize:

Allen Dulles is pro-German, friendly to fascism, and anti-
Semitic. He owes primary allegiance to rich and powerful
private commercial interests, and his CIA is the servant of
big business.

Allusions to the ties between big busmess and U.S. intelli-
gence, like other govérnment functions,“are of course com-
mon in the Bloc press and radio commentaries. - At the time
of Gomulka’s coup in Poland, for example, it was said that
Allen Dulles had a special reason for being interested in Po-
land: in private life he had been a lawyer for the “Harriman
group,” which at one time owned extensive natural resources
and industrial enterprises in Upper Silesia. “This indicates
what is behind the alleged anxiety of the two Dulles for
Polish independence.” (Neues Deutschland, 23 October 19586.)
Similarly, in reviewing “The Fruits of American Espionage”:

The United Fruit Company grabbed the lion’s share of the U.S.
victory in Guatemala. The Dulles brothers are principal share-
holders in this company. (V. Cholakow in Robofnichesko Delo,
23 March 1957)

But in 1960 the Communist media seemed to become espe-
cially vehement in charging that U.S. intelligence was being
perverted to the service of U.S. business:

The close and long association of Allen Dulles with the billionaire
family, the Rockefellers, insured him for rapid advancement. . . .
It cannot be said that Dulles has not been grateful to his patrons.
On the contrary, he is trying in every way to poison the inter-
national situation so that his masters may continue to make
profits out of the armaments race. (The Soviet International
Affairs, 17 May 1960.)

On 29 May 1960 the Peking NCNA named China as CIA’s first
major target because “this happened to be where Standard
Oil suffered its greatest losses from revolution.” And charg-
ing that CIA mobilized shock forces in 1953 to overthrow
Iranian Premier Mossadegh, it suggested the reader “note
that the Anglo-Iranian Oil Company, which Dulles was suc-
couring, was a client of Sullivan and Cromwell.”
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TASS reported thus the final Soviet version of the Hohen-
lohe story on 10 August 1960:

V. Chernow has contributed to the New Times magazine an
article describing certain secrets of the office headed by Allen
Dulles. He points out that the Central Intelligence office, whose
activities reflect the will of the financial and industrial rulers
of the United States, now represents the direct tool of the American
moggﬁpolies in their olent all-out bid tor world domlnatlon.

ind on 95 August 1960 Neues Deutschland referred to

CIA, the espionage organization of Allen Dulles; t.he man who . . .
represents the interests of the big American monopoly association,
the Rockefeller trust.

A frightening conclusion often drawn or inferred from
these charges forms another theme of the campaign, and in-
deed its dominant note. It isthat

The U.S. intelligence service poses a direct menace to world
peace. This theme can be illustrated in other contexts by
somewhat parallel quotations from Fred Cook and from the
third major white propaganda salvo, a Soviet compilation
called Caught in the Aci: Facts about U.S. Espionage and
Subversion Against the U.S.S.R.}*?

From Caught in the Act:

The aggressive, provocative nature of U.S. intelligence calls for
the constant and timely exposure of its machinations as dangerous
to the cause of peace.

It is quite obvious that spy flights like these along the Soviet
state frontiers, at a time when an accidental or wilful intrusion
by a spy plane into Soviet air space may happen at any moment,
are a threat to peace and a source of international tension.

The unmasking and stopping of the U.S. intelligence service’s
criminal provocations against the peace-loving peoples is a prime
condition for guaranteeing durable peace.

From Cook:

Destructive as such incidents are to America’s image, they do
not menace the peace of the world like the more grandiose CIA
endeavors that led directly to the crises of Quemoy and Matsu.

The Burmese crisis that all but turned friend into foe, the re-
current crises on Quemoy and Matsu, vividly illustrate the manner
in which the secret and militant activities of CIA create for us a

2 published by the Soviet Information Bureau, Moscow, 1960.
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foreign policy all their own. They illustrate the way the CIA
tail wags the American dog and how such wagging can quite
easily plunge the whole animal—and all his brethren—into the
most horrible of history’s wars.

Our people do not understand that, even as our Presidents speak,
the actions of CIA frequently invest their words with every ap-
pearance of the most arrant hypocrisy. The Presidents speak
peace; but the CIA overthrows regimes, plots internal sabotage and
revolution, foists oplum-growers on a friendly natlon, directs mili- ..
tary invasions, backs right-wing militarists. These are not the
actions of a democratic, peace-loving nation devoted to the high
ideals we profess. These are the actions of—the® Comintern in
right-wing robes.

The last two quotations from Cook lead us into the first of
some other thematic characteristics with which the Soviet
psywar artists clothe their bogey-man. There are four of
them:

ClA interferes with and even creates State Department and
U.S. foreign policy. It tries unilaterally and secretly to over-
throw legal governments.

ClA is perfidious and unprincipled. Il spies on America’s
friends as well as its foes.

CIA dominates and manipulates supposedly independent
organizations, governmental as well as private. It misuses
émigré groups and turns them into spy nests.

Despite the fact that it costs the U.S. taxpayer fantastic
sums, CIA is incompetent.

We shall look at each of these in turn.

Cloaked Policy Maker

The theme that CIA warps national foreign policy or makes
its own policy is illustrated in the following passages from
Bloc propaganda, including the major vehicles cited in the
foregoing.

The job of the Office of National Estimates is to be the greatest
falsifier in the world, so that U.S. policy can be warped. (Allen’s
Gangsters)

Allen Dulles’s separate policy . .. departs in many important
details from official American policy. Systematically the Secret
Service delivers incomplete or even false information to the govern-
ment, only to exploit the actual lag of the U.S. by releasing to the
public . . . reports . . . designed to further his aspirations for
power. (Budapest Pesti Hirlap, 12 April 1960)
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This highly powerful organization headed by Allen Dulles is the
most influential of all American espionage organizations today. ’
This is no trifling matter in view of the fact that by now various 4':':
intelligence organizations have all but assumed top-level political ’
control. (Budapest Magyar Nemzet, 2 June 1960)

In our minds Mr. Allen Dulles has always been assoclated with
Mr. John Foster Dulles, and not only because they have lived their
fascinating lives almost side by side. Our anxiety is based on the
tact that such a combination of two similarly minded brothers in
“two such’ posts (intelligence and diplomacy) automatlcally places

a question mark against Mr. Allen Dulles’s noble intention of having
nothing to do with policy and supplying only haré faets. . Some
people assert that Allen Dulles not only worked in close contact
with John Foster but eventually began to conduct his own foreign -
policy. On January 28, 1960, the Evening Star stated that the .
C.IA. was “beginning to make policies at home and abroad,” and
on June 6 the Detroit Times remarked that to a certain extent
the CIA. was conducting “its own foreign policy.” (Edwards/
Dunn)

The world has evidence that the decision to send the American
Sixth Fleet into Lebanon waters and land U.8. marines on Lebanon
territory also came from Mr. Dulles. It has been described how
in the early hours of the morning of July 14, 1958, he literally got
everyone out of bed and forced them to authorize the intervention.
(ibid.)

We cannot see that the CI.A's “own foreign policy” has done
America a lot of good. Mr. Dulles was not original. He was so taken
up by brother John's political doctrine that he simply practised it in
his own peculiar way. Even today, for instance, sharp-tongued
Drew Pearson claims that America has two Secretaries of State.
One is known as Allen Dulles. Pearson adds that the C.I.A. has
harmed U.S. foreign policy on more than one occasion. We think
Pearson is right. (ibid.) ’

On June 29, 1959, the New York Times printed . . . a report of
the replies given by retired officers of the Foreign Service to a
Foreign Relations Committee inquiry on American foreign policy.
One high-ranking diplomat wrote: “Every senior officer of the
Foreign Service has heard something of C.I.A’s subversive efforts
in foreign countries and probably most of them have some authen-
tic information about C.I.A. operations of this nature in some
particular case. Unfortunately, most of these activities appear to
have been blundering affairs and most, if not all of them, seem to
have resulted to the disadvantage of the United States and some-
times in terrible failure.” The truth of these remarks is now
obvious not only to former Foreign Service officials but to the
whole world. The West is a laughing stock in the eyes of the
East. (ibid.)
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It is our profound conviction that in the next few years great
political struggles will take place in our country to take American
foreign policy out of the hands of the CIA, the Pentagon, the arma-
ments corporations and the political diehards. . . . Despite Dulles’
protestations to the contrary, the CIA under his direction has
consistently edged into foreign policy and has acted again and
again as if it were a government superimposed on a government.
(Light/Marzani)

It is characteristic that the Senate Sub-Committee [on Naf na.l

Policy Machineryl qualified the U.B. secret service as an Instiionent
of national policy, emphasizing thereby that the task of the secret

N service was not only to collect intelligence—but- also to take a
direct hand in the conduct of state policy. (Caught in the Act)

It is significant that as the CIA became the headquarters of
United States esplonage and subversion, It acquired great influence °*
in shaping United States foreign policy under the Eisenhower
Administration. . . . Thus, the well-informed West-German jour-
nalist Joachim Joesten, in his book about the CIA® . . . wrote that
the United States Central Intelligence Agency has in the past
decade left a peculiar imprint on the entire American foreign policy.
The Central Intelligence Agency, its aims and methods, predomi-
nate in Washington today over all other offices, principles and tradi-
tions. (ibid.)

The United States intelligence establishment is provided with
enormous funds, is vested with great powers, and has, in fact, be-
come 2 body which often exerts decisive influence on the entire
state policy of the United States. (ibid.)

In a basic sense, CIA made foreign policy and this (says the
New Republic, for example) “was the natural end-result of a broad
usurpation of power which took place, almost unnoticed, during
those anomalous years when one Dulles ran the State Department
and another the agency [emphasis added—L. & M.]). . . . Since the
death of Foster Dulles this usurpation has grown increasingly
visible, and Cuba turned a searing spotlight on the phenomenon
of a government which has come to have, in effect, two State De-
partments.” Perhaps the most important consequence of the fail-
ure of the Cuban invasion is that for the first time the American
people have had a glimpse of the sinister influence of the CIA in
foreign policy. (Light/Marzani)

Time and again, CIA has meddled actively in the internal affairs
of foreign governments. And it is in this field that some of its
most vaunted successes raise grave questions about the drift and
intent of our foreign policy. . . . It is certainly questionable enough
to have American foreign policy tugged and hauled all over the map
by the super-secret activities of CIA cloak-and-dagger boys, operat-
ing free of any effective restraint or control. (Cook)

* Reviewed in Studies II 4, p. 82 1.
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The Hungarian Revolt of 1956. The CIA's role in promoting and
encouraging this abortive and tragic uprising, which we were not
prepared to support after we had instigated it, remains shrouded
in top-level, cloak-and-dagger secrecy. It seems well established,
however, that arms were smuggled into both Poland and Hungary,
either by the CIA or its Gehlen collaborators. . . . More important
than the unresolved issue of arms-smnuggling . . . is still another
unresolved matter—the responsibility of CIA in whipping up the
Hungarian rebels to fanatic self-sacrifice In a hopeless cause.
(ibid.) ) ’ ‘

One of the three series of covert mailings, supporting the
anti-CIA campaign was also devoted to this theme. It was a
forgery based on a Senate Foreign Relations Committee pam-
phlet which made public the views of selected retired Foreign
Service officers about U.S. foreign policy, views which Ed-
wards/Dunne quote from the New York Times in one of the
passages reproduced above. The pertinent section of the orig-
inal pamphlet read as follows:

It is recommended that members of the Committee on Foreign
Relations read Harry Howe Ransom, Central Intelligence and Na-
tional Security, Harvard University Press, 1958 This is as au-
thoritative a book on the CIA as is available. The author is an
enthusiastic supporter of CIA but in spite of himself, he presents a
frightening picture of an organization twice as big as the Depart-
ment of State spending tremendous sums under little or no super-
vision and he questions its compatibility with the American demo-
cratic system. He speaks of “undercover political intrigue” and
“backstage political action” and states that little reliable informa-
tion exists as to the extent to which CIA has aided foreign rebel-
lions. It is true that there is little accurate information available,
but every senior officer of the Department of State and every
senior officer of the Foreign Service has heard something of CIA’s
subversive efforts in foreign countries and probably most of them
have some authentic information about CIA operations of this
nature in some particular case. Unfortunately, most of these ac-
tivities seem to have resulted to the disadvantage of the United
States and sometimes in terrible failure.

Ransom says: ‘“Perceptive students of public affairs visiting or
working overseas often get the impression that CIA agents, and
the intelligence operatives of other Government agencies, are op-
erating in uncoordinated fashion in every dark alley, behind every
bush, and often in each other's hair.” Most diplomatic and con-
sular officers abroad can vouch for the accuracy of this statement.
The situation is exacerbated by the fact that in most diplomatic

* Reviewed in Studies II 4, p. 79 fI.
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and consular establishments abroad espionage agents of the CIA
are stationed masquerading as diplomatic and consular officers.

Ransom says again: “. . . certainly the scope of CIA operations
is to a large extent self-determined . . . certainly the Congress has
no voice as to how and where CIA is to function, other than pro-
hibiting it to engage in domestic security activities. ... The
existence of a massive institution possessed of secret information
and operating invisibly at home and abroad is a locus of power
unchecked by the normal progesses of democratic goyernment.”

o #

It is recommended: (a) That if the subversive activities of CIA
in foreign countries are to be continued at all they be carried out
very, very rarely, be subjected to greater control-than at present,
and be carried out more secretly and skillifully than at present.
(b) That the espionage activities of CIA be no longer carried out
from the protection of embassies, legations and consulates. And
(¢) That Congress exercise greater control over the activities of
CIA.®

Beginning on 12 September 1960, the following forgery in-

spired by this document was mailed in thermofax copies to
various foreign embassies in Washington and to employees
of the Department of State and newspaper correspondents.

Honest workers of the Department of State and Foreign Service
are deeply concerned over the tendency on the part of the Central
Intelligence Agency to take over foreign policy functions from the
State Department.

Our Department has already lost to CIA a great deal of its in-
fluence and control over U.S. foreign policy.

The CIA has burgeoned into an organization twice as big as the
State Department spending tremendous sums under little or no
supervision.

In most of our diplomatic and consular establishments abroad
hundreds of espionage agents of the CIA are stationed masquerad-
ing as diplomatic or consular officers.

It is true that there is little accurate information ... but
every . . . officer of the Department of State and every . . . officer
of the Foreign Service has heard something of CIA’s subversive
efforts in foreign countries and probably most of them have some
authentic information about CIA operations . . . in some particular
case. Unfortunately, most of these activities seem to have been
blundering affairs and most, if not all of them, seem to have re-
sulted to the disadvantage of the United States and sometimes in
terrible failure. :

¥ Study of United States Foreign Policy: Summary of Views of Retired
Foreign Service Officers, prepared for the Committee on Foreign Rela-
tions, United States Senate, printed by the GPO on 15 June 1959,
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This is what we propose:

(a) That the esplonage activities . . . be no longer carried out
from the protection of U.S. embassies, legations and consulates.

(b) That if the subversive activities of CIA in foreign countries
are to be continued at all, they be carried out very, very rarely, be
subjected to greater control than at present, and be carried out
more skillfully and secretly than at present,

u4,4¢) . That Congress exercise greater control over the activities
GIA S S AN
FOREIGN SERVICE EMPLOYEES AND OTHER _AMERICANS
UNITED FOR SEPARATION OF FOREIGN POLICY
AND ESPIONAGE

About two-thirds of the letter was copied verbatim from
the Senate document, but note the characteristic Commu-
nist phrase “Honest workers” in the part not copied. Note
also the striking similarity in name between the ostensible
sponsor and the genuine organization “Protestants and Other
Americans United for the Separation of Church and State,”
a kind of plagiarism the Bloc psywar operators often use in
creating a phantom organization. There are other indica-
tions of the origin of the document—that another recent Bloc
forgery was similarly based upon materials released by the
Senate Foreign Relations Committee,® that it is a standard
Communist tactic to surface forgeries through mailings to pri-
vate individuals and newspaper correspondents, that it is fre-
quent Bloc practice to use photocopies or thermofax in order
to hamper technical analysis, and that the State Department
stationery, complete with seal, here used was used also in a
later series of mailings, as we shall see. Moreover, the enve-
lopes used were made of low-grade paper normally exported
from the United States, and the typewriter that made the
master copy of the letter and addressed all the envelopes is
a Remington Rand containing a style of type designed for
Estonian writing and is probably the same machine that

* See pages 29 and 42 of Hearing before the Subcommitiee to In-
vestigate the Administration of the Internal Security Act and Other
Internal Security Laws of the Committee on the Judiciary: Testimony
of Richard Helms, Assistant Director, Central Intelligence Agency, June
2, 1961, U.S. Government Printing Office, Washington, D.C.
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typed a diplomatic note sent to Mr. Herter during his tenure
as Secretary of State by the diplomatic representatives of
Estonia, Latvia, and Lithuania in Washington.

A sub-theme of the portrayal of CIA as undercover policy
maker, one prominent in the Foreign Service Employees for-
gery, is that CIA meddles in foreign affairs by seeking clan-
destinely to overthrow legal governments. This facet is given
particular attention in the following passages from the psywar
salvos: I

In early 1959, the Cambodian government forestalled a coup
d’etat headed by the traitors Sam Sari and Dap Chkhoun. . . . The
records of the plot trial published in the Réalité Cambogienne on
October 1, 1959, disclosed that the Americans had a direct part in
the matter.” (Caught in the Act)

CIA agents played a big role in the overthrow of the Mossadegh
government in Iran. . . . S8hortly before the overthrow, the centre

“was visited by Allen Dulles, allegedly on his vacation. . . . Accord-
ing to the American press, the CIA spent some nineteen million
dollars to bribe the officers who were to perpetrate the plot. (ibid.)

The records convincingly proved that the American secret service
in collaboration with the Baghdad Pact members was preparing
a plot against the Syrian Republic. The conspirators sought to
overthrow the legitimate Syrian government and to put dummies
in power in the country. (ibid.)

Of late the U.S. intelligence has been increasingly trying to
organize espionage and subversion against the neutrals . . . trying
through plots to overthrow the lawfully elected governments of
these countries and replace them with regimes that would side with
the US.A. (ibid))

It has been published and never denied that the CIA has sub-
verted povernment after government, not stopping at the use of
military force. The CIA role in overthrowing the Mossadegh gov-
ernment in Iran and the Arbenz government in Guatemala has
been underlined in innumerable publications. A Saturday Evening
Post article over four years ago declared that CIA agents had
worked with Naguib and Nasser in the overthrow of King Farouk
in 1952 and the responsible British New Statesman (May 12, 1961)
flatly asserted that the CIA “disposed of Patrice Lumumba.” There
are persistent reports in France that CIA agents were Involved in
the generals’ abortive revolt in Algeria. There are strong grounds
for believing the CIA supported Chiang Kai-shek's defeated troops
which retreated to Burma and set up bases there for hit-and-run

" This “proof"” was itself a forgery. See Testimony of Richard Helms,
op. cit., p. 18.
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ralds on China. This led to serious friction between the U.S. and
Burma. (Light/Marzani)

Consider the case of Chiang’s Burmese opium growers. In 1851, .

following the collapse of Chiang’s regime on the mainland, several : ‘
thousands of his followers fled across the Yunnan border into .
Northern Burma. American policy makers decided to arm and ?
equip these Nationalist troops for a reinvasion of Yunnan Province.
From Formosa, CIA allegedly masterminded the operation. Arms,
munitions, supplies were airlifted into Burma, bul despite this
support, there is little evidence that Chiang's gallant warriors ever
wreaked much damage on the Chinese Reds. :Insf:ead, the Na-
tionalists discovered they could achieve the finer life more easily
by growing opium, and a great number of them settled down in
Northern Burma and proceeded to do just that.

The Burmese, a most unreasonable people, were not happy with -
this ideal, CIA-created situation. For some inexplicable reason,
they seemed to resent the presence of this foreign army on their
soil; and when Chiang’s fighters, showing no regard for Burmese
sovereignty, practically took over the state of Kengtung and estab-
lished their own government, the Burmese actually filed a vigorous
protest with the United States. As Charles Edmundson . . . wrote
in The Nation (Nov. 7, 1957), the American Ambassador in Burma
hadn’t been let in on the secret of what the CIA and the Chinese
Nationalists were up to. The Ambassador, William J. Sebald,
therefore denied in perfect good faith that America had anything
to do with supporting Chiang’s guerrillas in Burma. Burmese
Prime Minister U Nu knew better and became so incensed he sus-
pended all U.S. Point Four activities and almost broke off relations
entirely. Eventually, our own Ambassador resigned his post in
protest against our own program, and American prestige through-
out Southeast Asia sported a couple of very unlovely black eyes.
(Cook)

When, hard on the heels of Cuba, the French generals in Algeria
tried to overthrow Charles de Gaulle, we were confronted by all-
but-official charges in the French press that CIA once more had
egged on the militarists. M. Soustelle, at a luncheon in Washing-
ton last December 7, is said to have talked long and earnestly to
CIA Deputy Director Richard Bissell, Jr., on the proposition that
de Gaulle’s program in Algeria could lead only to communism. CIA
is said to have been impressed; General Challe, who led the revolt,
is said to have had several meetings with CIA agents; he is reported
to have been given the impression that he would have the support
of the United States. (ibid.)

i Palndck A 8 ¢ o7 il M it 16 i)

"

)
2 S TP U N7

‘,“’;“"hj‘ Lo

The rumor Light/Marzani and Cook cite of the CIA insti-
gation or backing of the Challe revolt was itself instituted
and spread by Bloc propagandists 18 as part of this campaign

# See Testimony of Richard Helms, pp. 2-5.
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to picture CIA as seeking to overthrow legal governments
through clandestine operations and more broadly as making
U.S. policy instead of serving it. Cook also treats at some
length and in similar free-wheeling style the Guatemalan
coup and the overthrow of Mossadegh, and then concludes as
follows:

The answer seems clear and unequivoca.l to anyone who will study
the record. It has been given in a number of places—in East
Germany, in Poland in Hungary, in the Middle East? | Behind many
of the eruptions That in recent years have shaken the peace of an
uncertain world, close examination will reveal the fine, scheming
hand of CIA. And it will reveal, too, that CIA time and again has
stirred up the brush fires without any regard for the long-range
consequences,

Treacherous Ally

The propaganda portrayal of CIA as perfidious and unprin-
cipled, spying on friend and foe alike, is seen in the following
passages:

The guiding principle of any coalition is an honorable attitude
to one’'s allies, particularly in face of the enemy. Mr, Dulles allowed
himself to violate this principle both in regard to Russia, which is
understandable, knowing Dulles, and in regard to Britain, which is
monstrous and incomprehensible. (Edwards/Dunne)

Now no one dared to believe that the American claim to leader-
ship of the capitalistic camp, especially in . . . [espionage] can be
guaranteed through “official” agreements. Whoever would be ready
to make that assumption would ignore the law of the wolf, which
dominates everywhere under capitalistic circumstances. . . . There-
fore the secret services of capitalistic countries—except for a cer-
tain coordination against the socialistic camp—work conspira-
torially against each other, now as in the past. (Allen’s Gangsters)

The Wall Street journal wrote in an editorial on February 8, 1957:

. And if we are keeping a weather-eye out only on countries
we don't like, we are extremely naive. We had better watch also
those who don’t like us now and those who may not like us to-
morrow.” (Caught in the Act)

Active cooperation and joint action with its partners in espionage
activities directed against the socialist countries by no means pre-
vent the CIA from carrying on active intelligence work with regard
to its own allies toco. One is amazed by the cynicism with which
the American secret service makes use of the opportunities and
channels furnished by its allies for work against the Soviet Union,
for activities against these countries themselves.

SEeRET 49




M Target: CIA

It is, of course, up to the U.S. allles themselves to declde whether
or not to tolerate such an outrageous fact, for instance, as the
deciphering of their state correspondence by the Americans. At
any rate, according to the authoritative testimony of the former
employees of the N.S A, B. Mitchell and W. Martin, the fact remains
that the Americans decipher the telegrams of more than 40 coun-
tries, their allies Turkey, Italy, and France included, making use
for this purpose of electronics, their own agents in the cipher de-
partments of their allies, and the sale of Ameri clpher machines

- to the latter. (ibid.) '

In Britain alone there are 4,000 American omcials pommanders
of American bases must obviously practice a certain amount of
counterespionage to protect their own security. But who can guar-
antee it is only counter-espionage? In Ransom's classical work
on American Intelligence, the C.I.A. is blamed for not assessing the -
influence of General de Gaulle's advent to power on France’s posi-
tion in NATO. The logical conclusion is that the C.I.A. is employed
to collect certain kinds of information in all countries of the West-
ern world. We doubt whether this country {Great Britain] is an
exception. (Edwards/Dunne) ’

t

But this portrayal has also been reinforced by another
series of mailings, this time of authentic classified U.S. docu-
ments to Western newspapers. On 7 January 1961 Rude
Pravo reported that two official U.S. directives urged U.S. mili-
tary attachés abroad to maintain social relations with Soviet
Bloc officials for the purposes of espionage and inducing de-
fections, claiming to have “incomplete and fragmentary” but
documentary proof that this was so. On 14 January photo-
copies of two documents were mailed to the New York Times’
Paris office, to the London Daily Express, and to Der Spiegel
in Hamburg. They were a forged one-page secret document
on official stationery headed “Department of State Instruc-
tion 1052 No. CA 974 June 10, 1960. Subject: Defector Pro-
gram among Soviet and Soviet Orbit Officialdom” and a gen-
uine but superseded Department of the Army document dated
3 December 1956 and headed “Department of the Army De-
fector and Returnee Exploitation Program and Related Ac-
tivities.” They were accompanied by a cover letter signed
“W.S.,” who claimed to be a U.S. citizen unable to “sit idly by
while responsible American officials engage in such despicable
and dangerous plans of subversion.”

Starting on 22 April 1961, W.S. sent from Paris a new cover
letter and two new photocopy enclosures, both classified and

.
-3
1

Ry e O

50 SEereT



{

Target: CIA Seerer=

authentic, to a wider range of newspapers. Additional re-
cipients were the Copenhagen Dagens Nyheter, the Man-
chester Guardian, the Stockholm Svenska Dagbladet, and the
Istambul Cumhuriyet. W.S. explained that he was mailing
the classified materials to newspapers because he was angered
py the espionage conducted by “our intelligence services
against our allies and friendly countries. These activities are
pot only unethical and dishonorable,:but they undermine re-..
spect and confidence in America and endanger the solidarity
of the free world.” The enclosures were_clippings from a
USAFE Daily Intelligence Report and a Department of the
Army Headquarters Daily Intelligence Bulletin. The photo-
graphs of all four documents had been enlarged to precisely -
the size of the locally-purchased envelopes used for the mail-
ings, a technique that had characterized some earlier Soviet
forgery campaigns.

Starting on 9 June 1961, W.S. mailed the April enclosures
from Rome to most of the coriginal recipients and ten other
papers in Italy, France, Iran, Lebanon, and England. Only
the London Daily Express had reported the January mailing
to its readers, and none of the papers had apparently used
the April series.. But now the London Daily Herald printed a
story about these June mailings under the headline “Mystery
Man Starts U.S. Security Scare,” most of the other recipients
followed suit, and a number of non-recipients picked it up.
Il Tempo and La Giustizia in Rome alleged that the W.S. docu-
ments originated with CIA. Israel Epstein, former American
turned Communist Chinese, on 16 June had in his possession
in Geneva a copy of the W.S. story in Combat of that same
date, not normally available there before the next day, and
he spent that afternoon and evening calling it to the atten-
tion of Western journalists.

Manipulator of Puppets

The Bloc campaign shows CIA dominating or manipulating
supposedly independent private groups and government agen-
cies. Caught in the Act pictures its hand in propaganda op-
erations:

Official “white” propaganda is conducted by the [U.S.] Informa-

tion Agency in direct contact with intelligence bodies. Many USIA
materials, whether radio broadcasts or newspaper articles, are pre-
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pared from materials provided by the CIA. Hundreds of CIA em-
ployees are working abroad under the cover of USIA offices. . . .
The CIA regularly provides the RFE with broadcasting material. It
is the sole supplier of personnel to the RFE and other such estab-
lishments. Of the RFE'’s 2,000 employees there is not one who is not
_connected in one way or another with American intelligence.

In May 1961 TASS charged that CIA was using the Peace
Corps for cover.'?,
is the charge that CIA abuses the emxgratlon by forcing
refugees to be spies:

- -

Finally, the CIA sees a source of indispensable aid in the organiza-
tions and secret societies of emigrants. It has built them into nests
for the support of espionage and stationed them in many countries.
(Allen’s Gangsters)

It is this charge that was supported by the third series of
covert mailings. The American Committee for Liberation em-
ployed one Alexander Melbardis in Munich from early 1956
until February 1960, when he was dismissed for insubordina-
tion. Photocopies of working and administrative papers he
had handled began to show up in the mails in late May 1960.
A short note, typewritten in Russian with the signature
Gruppa emigrantov, was sent to the I. G. Farben Building in
Frankfurt am Main. It read as follows:

To the Gentlemen of American Intelligence:
Our group wishes to acquaint you with the attached documents.
We do not hide our hatred of the representatives of Allen Dulles’s
office, these people who turn our lives into evil ways. We do not
wish to barter our souls. Our goal is to carry on the struggle
against your agents and provocateurs in our midst.
The characteristic technique of enlarging the photographed
materials to exactly the right size for the envelopes was used
also in this mailing. The enclosures were Melbardis letters,
receipts for AmComLib payments, a summary report by Mel-
bardis of refugee gossip about possible Soviet agents, and the
like.
In June 1960 other Melbardis papers were mailed to a num-
ber of Russian émigrés in Germany and France, together
with a letter signed Zemlyaki (“Fellow Countrymen”) which

® See Testimony of Richard Helms, p. 42.
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denounced American intelligence and the refugees who serve
it. Later mailings of Melbardis papers continued to go to
these and other émigré recipients; to date there have been
twelve such mailings.

Costly Blunderer

The psychologma.l warfare experts of the Soviet Bloc have
shown a touching ‘¢oncern on the question 6f CIA’s compe-
tence, a concern manifested in English-language materials
designed to convince the U.S. Government -and public that
CIA’s exorbitant costliness is matched only by its appalling
blundering:

In its efforts to collect espionage information about the Soviet
Union, the American intelligence is meeting with one failure after
another. . . . In the United States itself little value is put on the
results of the CIA’s activities. . . . The poor “efficiency,” if not
the complete flasco of the U.S. Intelligence Service with respect to
the Soviet Union can be proved by the fact that it failed in time to
inform the American government of the Soviet scientific and tech-
nical achievements in rocketry. The American intelligence sys-
tematically misinforms the public and government of its country as
to the real situation in the Soviet Union and the other socialist
countries, concerning which, as a rule, it indulges in wishful think-
ing. (Caught in the Act)

We are always skeptical when people pralse sples ... it is a
well-known fact that it was not Mr. Dulles who distinguished him-
self by discovering the V-rockets but unassuming Miss Constance
Babbington Smith, the British expert on aerial reconnaissance
photography. (Edwards/Dunne)

How did the American intelligence service fare in this world-
shaking event? The record indicates two sadly disappointing
facts: (a) The CIA. failed to supply America with authentic
information on the fighting capacity of the Korean Communist
forces (it was taken unawares, for example, by the presence of
MIG-15 aircraft); (b) The C.I.A. failed to give warning of Red
China’s entry into the war. (c¢) “On October 20 (1950) ,” President
Truman records in his memoirs, “the C.I.A. dellvered a memoran-
dum to me which said that they had reports that the Chinese com-
munists would move in far enough to safeguard the Saiho electric
plant and other installations along the Yalu River which provided
them with power.” Actually the Chinese had begun crossing the
Yalu four days earlier. (ibid.)

But if we really want to find examples of CIA blunders, we must
take a look at its estimates regarding the Soviet Union. . . . The
list begins with the appalling mistake in estimating the time re-

ShiohiEd= - 53



e Target: CIA

quired to make a Soviet atom bomb and ends in complete confu-
sion over the Soviet rockets. (ibid.)

In the intervals he [Mr. Dulles] affords Mr. Khrushchev enormous
pleasure. He sends out agents who afterwards hold press confer-
ences in Moscow, Prague and East Berlin. He reassures Congress-
men and Secretaries by telling them not to believe in Soviet claims,
which in next to no time become irrefutable reality. He despatches
aircraft to the East as gifts to Communist propaganda. And, fi-
nally, he forced a weak-willed President to announce that unsuc-
cessful espionage is part of the official policy of the great American
democracy, thus creating confusion throughout the Western world. \

We have naturally always been tolerant of this man. But deeply
convinced that even the Americans are not rich enough or power-
ful enough to allow themselves the luxury of keeping Mr. Dulles
in such a responsible post any longer. He has done his duty—we
shall not argue how well. And now he must definitely go, or all of
us may perish in an atomic inferno. (ibid.)

Dulles himself has said, “You have to look to the man who is
directing the organization and the result he achieved. If you
haven't got someone who can be trusted, or who doesn't get results,
you’d better throw him out and get someone else.”

This is sound advice and will probably be prophetic. It is doubt-
ful that Allen Dulles will last through 1961 as director of the
CIA. (Light/Marzani)

But we must look deeper into the structure of the CIA. Leaving
aside the morality of invading a sovereign nation in times of peace,
the sheer massive misrepresentation of intelligence as well as the
bumbling inefficiency of execution staggers the imagination. Here
is an agency that has tens of thousands of employes and spends
hundreds of millions of dollars a year (the exact amount being
unknown as the CIA has no Congressional supervision) and yet can
fail so dramatically to present a true picture of conditions within
a small nation 90 miles from our shores—which until Jan. 3, all
U.S. citizens might freely visit. Where were al]l those secret agents
and spies which the CIA is supposed to have all over the world?
Did they mislead Washington? (ibid.)

The bad judgement implicit in ordering the [U-2] flight at such
a delicate time, the ridiculous CIA “cover story” that Powers was
gathering weather data, the solemn promulgation of this fairy tale
and the swift subsequent exposure of the United States before the
world as an arrant liar—all of this wrecked the Summit, forced
the United States to abandon the U-2 aerial program, and inflicted
enormous worldwide damage on American prestige. (Cook)

These initial blunders of intelligence in the Korean War were
matters of relatively little moment compared to the final one that,
in the fall of 1950, literally cost the lives of thousands of American
soldiers. . . . If U.S. forces pressed on into North Korea, would the
Chinese Communists . . . enter the war?
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General Douglas MacArthur was confident that they would not.
All of our intelligence forces agreed in essence on this forecast . . .
the intelligence for which we pay literally billions of dollars was
abysmally wrong. . . . In the Korean War, as in the case of Cuba,
there were many clear and explicit warnings that a blind intelli-
gence refused to heed. (ibid.)

Mere Scapegoal

In mid-1961, however, taking account of the prospect of a
reorganization and change of leadership for CIA, the Bloc
propagandists began to pull their audiemtes back from the
dangerous assumption that removal of the CIA cancer would
jeave U.S. policy clean and wholesome. CIA, ineffective and.
immoral as it is, now becomes the mere instrument of U.S.
foreign policy and a scapegoat for its failures; it is the policy
itself that must be changed:

According to the U.S. press the CIA is being reorganized on
President Kennedy's instructions. The CIA has become notorious
throughout the world for its shameful actions. This agency ar-
ranged the U-2 spy flights over Soviet territory where a U-2
plane was shot down. The agents of this institution prepared
the armed mercenary aggression against the Cuban people. This
institution is to a large degree responsible for the cold war.

Nevertheless the masters of shameful business have lately been
experiencing more and more failures. They failed in Laos and
they got what they deserved in Cuba. All this has caused a stir
in Washington, and no wonder, for the CIA is a U.S. Government
institution with many privileges and rights. Its failures are
failures and defeats for the U.S. Government. After a series of
shameful defeats, specifically in Cuba, President Kennedy ordered
a reorganization of the activities of the spy center.

Now a readjustment is going on. The parties responsible are
being sought. But it is public knowledge that in this case the
CIA is the scapegoat, for this spy center was merely carrying
out instructions from higher official bodies and applying U.S.
foreign policy in its way.

And so the claims by the Yankee press that when the CIA is
reorganized there will be no more failures are words intended
for simpletons. The shameful failures in foreign policy and the
signs of anti-North-Americanism are not just the results of CIA
activities, but primarily of the aggressive, imperialist foreign policy
of the United States. To avoid such failures what is necessary
is not a readjustment of the CIA, but a radical change in U.S.
policy and renunciation of intervention in other countries’ domestic
affairs. (Radio Moscow to South America, 3 July 1961)
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United Sﬁatcs, murdering Iranian political activist Ali A. Tabatabai, founder of the Iran Freedom
Foundation, in his Bethesda, Maryland home in July 1980. James Phiflips, “The Challenge of
DPrrmtieis oo Toan © Herdtage Foundation Clommities Rrief No. 24. 29 March 1996.

C J
2 (U) “lran: Internal Security, DUDUD 141-£5, 21 viay 19¥3. 1HE nuuviiauon in Wis report is
classified TOP SECRET UMBRA NOFORN,; the title is unclassified. The report, already five
years old, states that Iran’s various tribes have not been a serious threat to Tehiran's rule for
several years. No reporting since then has warranted a qualification or change of that opinion.







Pastscript

(U) The Shadow of the Pahlavis

j v
(U} The average Iranian still believes that the British and Americans are
ominipotent and that if they removed Mossadeq, either or both somehow put the mullahs
in power. Edward Shirley’s Know Thine Enemy: A Spy’s Journey into Revolutionary
Iran recounts several conversations he had with Iranians while traveling through that «
country. One asked Shirley for help: :

(U) ‘Americans should help us. Your secretary of state was spit upon by
Khomeini. He calls Iran the most evil state in the world, but he does nothing,
Unless you want Iranians thinking that you like the mollahs, you should bring
them down. The British put them in, and America should drive them out. The
young Shah, he is like his father, a coward. And the United States wastes money
ot him. Iranians don’t want to fight anymore. They need a sign from America.’



(U) Source and Classification Note

L
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(U) I have also examined relevant records from the Department of State, the
Department of Defense, and the National Security Agency. These records were not as
plentiful or as helpful as I had hoped. I was nonetheless able to fill in some gaps with
documents from these organizations. The vast majority of surviving documents on the
operation itself remain with CIA, but for the reasons-provided below even thcsc are not as
Numerous as one misht exnect :

C : .
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5 (U) Copies of cables sen{ Jdunng the
operation also were among the files the Division dcstroyed in its attcmpt to gain more
filing space. At the time, the copies were already nine years old and no one thought that
they were important. A record copy may have remained in the Agency’s former Cable
Secretariat for some time, but such records too have long since disappeared in routine
house cleanings. A= extensive search of CIA’s archives hac failed to uncover any

* surviving copie’
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(U) A problem with this thesis is that Mossadeq’s Iran was not moving toward
democracy. The Prime Minister’s increasing political isolation and the fragmentation of
the National Front, as documented above, had weakened his position and made him
desperate. His dictatorial grab for power from the Majlis alienated his former allies and
gained him new political enemies. Iran was, to repeat Iran specialist Kuross Samii’s apt
metaphor, “an old ship swept away by a storm with no one on board capable of dealing
with the attendant frenzy.”10 '

(U) In fact, Khomeini’s revolution was a reaction against secularism,
modernization, and the Shah’s misrule; not a push for a return to the National Front. The
streets of Tehran rang with shouts of fanatical support for Khomeini rather than nostalgic
calls for Mossadeq. The Ayatollah was not interested in Mossadeq or the things he stood
for. The last thing Khomeini wanted was a secular government with multi-party
participation. He would have called for fundamentalist revolution against any
government, including a National Front or Tudeh Government, that promoted
modernization, the emancipation of women, and secularization.

(U) Edward Shirley, the former CIA DO employee who joumeyed through
revolutionary Iran, argues that the revisionist thesis also underestimates the role the
clerics played in TPATAX. Without the support of Ayatollahs Kashani and Behbehani,
Shirley doubts the covert political action could have succeeded. What the ayatollahs did
in 1953 with American and British help, they might have been able to do later without
such help. Alternatively, given Mossadeq’s growing political weakness and isolation
from Iranian society, the clerics may have defeated him and the National Front in general
elections. _ -

(U) In short, according to Shirley, the 1953 aborted-democracy theory is
appealing, but is “too convenient in its diabolization of the CIA and MI6, and too Persian
in its defermination to make someone else responsible for failure.” '

L

History of Iran, vol. 7, From Nadir Shah to the Islamic Republic (New York: Cambridge
University Press, 1991), p. 263.

10(1)) Kuross A. Samii, Involvement by Invitation: American Strategies of Containment in Iran
(University Park, PA: the Pennsylvania State University Press, 1987), p. 143,

11(U) See Peter Wyden, Bay of Pigs: the Untold Story (New York: Simon and Schuster, 1979).
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(U) American University’s Amos Perlmutter belongs to the school of thought that
considers Mossadeq’s fall inevitable regardless of Western actions. In a foreword to
Zabih’s The Mossadegh Era: Roots of the Iranian Revolution Perlmutter writes that
CIA’s “role in these climactic events was not very significant, despite some of the heavily
unsubstantiated claims of the old boys such as Kermit Roosevelt.”

(U) To a large extent, the return of the Shah and the downfall of
Mossadegh were made possible by divisions among the political forces
of the left and right, the left split among nationalists, Marxists and
Communists and the right split among the reactionary and xenophaobic

clergymen and their more liberal counterparts.3

(U} Perlmutter is correct in saying that Iranian political divisions made the fall of
Mossadeq possible, but merely because something is possible does not ensure that it will
happen. CIA’s role was significant. Without Kermit Roosevelt’s leadership, guidance,
and ability to put some backbone into the key players when they wanted to quit, no one
would have moved against Mossadeq. Iran had many political factions but few legitimate
leaders—and even fewer leaders with the discipline and will necessary to take risks.

(U) A key difference between Mossadeq and his domestic opponents was his -
ability to control the streets. Although much of the National Front had deserted the Prime
Minister, the Tudeh, by this time Iran’s only disciplined political party, rallied to him
when its aims and Mossadeq’s coincided. Tudeh demonstrations intimidated the .
opposition and kept the army on the sidelines. Mossadeq’s opponents would have been
unable to overcome these disadvantages without outside help.

(U) The notion that Mossadeq would have fallen anyway ignores the realities of
Iranian politics. No group was able, without help, to contest control of the streets of
Tehran with the Tudeh. The opposition needed a rallying point and a psychological
trigger. Rnneevelt nrovided both and gave Tehranians a choice between the Shah and the

C

1

7(U) Sepehr Zabih, The Mossadegh Era: Roots of the Iranian Revolution (Chicago: Lake View
Press, 1982), p. 126.

8(U) Amos Perlmutter, forward to The Mossadegh Era: Roots of the Iranian Revolution by
Sepehr Zabih (Chicago: Lake View Press, 1982), p. vii.
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‘pressures.”3 For Iran, the Truman Doctrine—as this pledge came to be known—meant
that the United States was replacing Britain as the main geopolitical counterweight to the
Russians, ,

(U) For the first three years after President Truman’s declaration, the United
States paid relatively little attention to Iran even though that oil-rich country was
cxperiencing serious economic problems, widespread discontent with the government,
and growing agitation hv the Tudeh—Tran’s Communist Partv. :

(U} Even without the most basw mtclhgcucc on Irau ‘two clcmcnts drove
. American foreign policy in the post-war Persian Gulf region: oil and the fear that political
instability might jeopardize Westem access to oil. -Ever since Shah Muzaffar al-Din

3QU) Public Papers of the Presidents of the United States, Harry S. Truman (Washington, DC,
1047\ «» 170
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(U) Mossadeq’s immediate concemn was a struggle for control of the Anglo-
Iranian Oil Company (AIQOC). By 1950 the British oil concession ir Iran, which the Shah
had renewed in 1949, was a sore point in relations between the two countries. In March
1951, when Mossadeq was a member of the Majlis (the Iranian Parliament), he submitted
a bill, which the Majlis quickly passed, nationalizing AIOC. He signed the bill into law
on 1 May 1951, just three days after the Shah appointed him Prime Minister.
Nationalization went into effect on 2 May 1951 and was made retroactive to 20 March
1951, |

(U) ATOC’s nationalization brought Mossadeq and Iran into immediate conflict
with Britain, The British government owned half of AIOC’s stock and did not intend to
let Mossadeq nationalize its assets without adequate compensation as required under

international law, 14

(U) Britain Responds to “The Antics of Incomprehensible Orientals”

(U) The two countries tried to resolve the dispute, but differing negotiating styles
and the personalities involved hindered these efforts. Many Britons found Mossadeq’s
seemingly impossible demands and unpredictably shifting arguments inexplicable, L.P.
Elwell-Sutton captured the mood of British policymakers at the time when he wiote,
“Really, it scemed hardly fair that dignified and correct western statesmanship should be
defeated by the antics of incomprehensible orientals.”15

. (U) Mossadeq found the British evil, not incomprehensible. He and millions of
Iranians believed that for centuries Britain had manipulated their country for British ends,
Many Iranians seemed convinced that British intrigue was at the root of every domestic .
misfortune. In 1951 Mossadeq told US Special Envoy W. Averell Harriman, “You do nét
know how crafty they [the British] are, You do not know how evil they are. You do not
know how they sully everything they touch.” Hamiman protested that surely the British

C
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1500) L.P. Elwell-Suiton, Persian Oil: A Study in Power Politics (London: Lawrence and
Wishart L., 1955), p. 258,
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policy of the Zahedi Government that the United States obtained at minimal cost? would
last for 26 years. Secure in the knowledge that the US would support Iran against the
USSR, the Shah was able to turn his attention to domestic matters. FHe began a series of
far-reaching modernization efforts, including land reform and steps toward the
emancipation of women. :

(U) TPAJAX came at a time when the events in pre-war Europe were 4 fresh
memory. Americans had seen how Nazi subversion could destroy a country like
Czechoslovakia. They had seen the consequences of weakness and appeasement before
Nazi and Japanese demands. They had suffered the incalculable cost of failing to act
when action might have stopped further aggression. Many were determined never again
to let the appearance of weakness and indecision encourage aggression.

(U) Neither the White House nor State Department had the slightest doubt that the
Soviets coveted Iran and would do whatever they could, short of war, to bring that
country within the Soviet orbit. The Azeri crisis of 1947 showed that unless checked,
Stalin would continue to test the West’s resolve.

(U) Stalin’s death in March 1953 added a dangerous element of ambiguity to
Soviet intentions, Who would succeed the late dictator, the “breaker of nations”?3
Would Soviet policy become more or less aggressive? Would the Soviets reoccupy
Iranian Azerbaijan? Would they encourage the Tudeh to topple Mossadeq? The White
House, the State Department, and CIA struggled to find answers to these questions.

(U) Sending American troops to Iran was never a practical option for logistical
and political reasons. An American military occupation almost certainly would have led
to war. The USSR would have invoked the terms of the 1921 Treaty of Friendship
Between Iran and the Russian Soviet Federated Socialist Republic and occupied the
- northern part of the country. Iran would have been divided into-a Communist north and a
free south. Fear of partition lay behind Washington’s objection to the proposed British
occupation of the port city of Abadan early in the oil nationalization crisis.

(U) A covert political operation promised to attain American foreign policy and
strategic in objectives Iran without the threat of war. CIA gave the Eisenhower
administration flexibility where diplomacy had failed and military action was not
practical. In addition, CIA gave the US Government “plausible deniability.”” If a covert
action went awry, the President could deny American involvement. With these
considerations in mind, and given the widely held Western outlook on the international

1

“{U) Histouau svoert Conquest’s term. See, Robert Conquest, Stalin: Breaker of Nations (New
York: Viking Press, 1991).
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(U) Mossadeq Challenges the Shah

(U) At the same time that he was quarreling with the British, Mossadeq also was
struggling against the Shah. He insisted that the Shah should reign and not rule. To that
. -end, he worked to enhance the power of the Majlis at the Shah’s expense. The flash point
came in July 1952, when Mossadeq resigned during a dispute over whether the Shah or
the Prime Minister should appoint the war minister.

(U) During the elections for the 17th Majlis earlier in the year, vote~tampering by
the Iranian Royal Court had convinced Mossadeq that the government’s survival.
depended on control of the military. On 16 July he demanded the right to appoint himself -
minister of war. The Shah refused and Mossadeq resigned.1® Mossadeq appealed
directly to the public and accused the Shah of violating the Constitution. -

(U) Mossadeq’s resignation initially appeared to be a shrewd political move that
underscored his mastery of Iranian politics and his ability to gauge and exploit public
opinion. The Shah appointed Ahmad Qavam, Prime Minister during the Azeri crisis with
the Soviet Union in 1947, to succeed Mossadeq. In response, the National Front, a broad
coalition formed in 1949, organized mass demonstrations in Tehran demanding
Mossadoq s ¥éturn;The demonstrations turned violent—69 people died and more than
750 were mjuretiq—but the Shah refused to use the police or the military to restore order.
Qavam Tacked bmgd support and was unable to organize counter-demonstrations. For
five days thc‘Nattonal Front controlled the streets of Tehran and other cities. On 21 July
- 1952 the Shah bawed to the pressure and replaced Qavam with Mossadeq.20

(U) Once back in power, Mossadeq struck back at the Shah and the military. He
transferred Reza Shah’s lands back to the State, appointed himself Minister of War,
forced the Shah’s twin sister Princess Ashraf to leave the country, and forbade «
Mohammed Reza Pahlavi from communicating directly with foreign diplomats. By May

e
19(U) M. Reza Ghods, Iran in the Twentieth Century: A Pahtwal History (Boulder, COD_L? i
Rienner Publishers, 1989), p. 186. Mossadeq wrote e
I cannot continue in office without having the responsibility for the
Ministry of War, and since Your Majesty did not concede to this, I feel [
do not enjoy the full confidence of the Sovereign and, therefore, offer
my resignation to pave the way for another government which might be
able to carry out Your Majesty's wishes.
(U) Sepehr Zabih, The Mossadegh Era (Chicago: Lake View Press, 1982), p. 40.
20(U) 1hid., p. 265. The National Front was a loose coalition of political parties professing liberal
democratic aims and opposing foreign intervention in Iranian affaiss. The National Front
included the leftist, anti-Soviet intellectuals of the fran Party; the workers and leftist intellectuals
of the Toilers' Party; and the workers, bazaar merchants, and Islamic clergy of the Mujahedeen-i-
Islam (Warriors of Islam) Party. Ayatollah Abul Quassem Kashani, later instrumental in the
coup against Mossadeq, was one of the leaders of the Warriors of Islam. The ultranationalist
Pan-Tr