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TAB G
x ¥1l) be Another Success for Soviets in Qusting Ug Eﬁlﬂ!ﬂ!&

Leall Allisnce with National Aspirstions

1. 3050 million Stesl il Projeot (includes machine tool
Lndun;).y snd natursl ges), with overtonss West refused
1xovide.

guoceasens O Date;

+. Mtluleyear barter agreements with USSR, Poland,
(cueohoulovskia, Hungery, Romania and Bulgeria,

3. Shah visit USSR June 1965 snd scheduled visits Romania, -
Polend, Rulgaria and Hungary within next five monthe, -
luoreaud high~level vie{ s,

4, Actlve culturel exchenge progrums artists, aports tesms,

filusy negotiuvtions on cultural sgreement with USSR alnon

oonciuded; inorvesing nuwber souet books in Iren.
5. Iran led Boviet aid yecipiente in 1965, -

b Otner agresmentes: oivil airy transity Caspian n-horinl
Aras gum, Yenluvi harvoer, unm silos,

ot

Current Soviet (b jesotives Ouster of Veat ' ‘ E

1. Soviet-directed Netionsl Voige of Iren (Baku) attackss
. sxzsriosn end British Eubessies, ARMISH/MAAG, USIS,
.. 'S5 Army Rsdio snd Televiasion Statlons, CENTO, vs-ocmmu
Iraniens, (il Consortium.

" Mudeheoontrolled Teyk~e Irgn (Bulgaris) sttackss
MAAG and CELTOC.

ARMIBE/

b T %adio Kosouw notes publication Soviet ook whioh portrays

1. .15 ssslisiance eas cauge for Iranian econonmic troubles.

riul Aoss Jettimon Irenian MNationalipts

4w - long range goal enunciated by Molotov in 1940 rewmains
semes “areo south of Batum and Baku in the gensral
direction of the Permian Gulf is...,the genter of the
aspirations of the Soviet Union.”

[~ - . G S NN

St

B Y

Ao

20




DEPARTMENT OF 3TATE

Warringien D5 2083

SECRET/LIMDIS

January 21, 1972

OFFICIAL-INFORMAL

L. Douglas Heck Esquire
Minister-Counsalor
American Embassy

Tehran

-

Deax Doug: N

hi
Many thanks for your letter of Necember 18 on T.cur .oy
Assistance Objectives and Program Guidance. ‘Wa do {n3«e.
share your views that tiiose 1ncluded 1n Socdet's jl.vnay:
4948 to CINCEUR (DTP011029ZDoc11) axe outmoded and nect
up-dating, T i o

I am enclosing a ¢copy of a mgmordndun we Jdid® 'on this

sul .Ct before receiving your lettew. Thesd-tucughts

weru incorporated into an NEA paper which covercd a rnamber
of countries and fcrwarded by 8isco to Spiers (PM). At
present, PM i6 endeavoring to work out a clrarea DON/State
position at which time a new message would bs sent out

as a follow-up to State 217955 (December 2, 19%71). iM

is hopeful that it will be possible to sand out such

a message by the end of the month.

Sincersly,

Tt ot 1}
Jack.C. Miklog! e At v

-

cc: Wolfgang J. Lehmann, Esquire
Potitical Advisoxr
CINCEUR
with attachments,

SEC LIMDIS

e
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DEPARTMENT OF STATE
wnnlnn‘on. f0.C. 200

January 25, 1972

SECRET
OFFICIAL - INFORMAL

John H. Rouse, Jr,, Esquire
Second Secretary of Embassy
American Embassy

Tehran, lzan

Dear John:

Purther to Jack's letter to Doug Heck of
January 21, 1972, I thought you might like to
have a copy of the most recent modifications of
United States Security Asaistance Objectives
and Program Guidance for Iran,

8incerely,

lohc:ttp. Dowell, Jr.

s
Enclosure:
LN H

Copy of Guidance for
PY¥74-78 Security Assistance Planning

]

SECRET
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SECFET

COoPY

U.5. Security Assistance Objectives

--Agsist Iran in developing armed forces capable
of defending Iran against all but a nu)or external
attack by the Soviet Union.

--Encourage Iran to play a lnading role in
providing for the security of the Persian Gulf.

--Maintain internal security.

--Insure continued availahility of uaent:xal
rights, authorizations and privileges,

Security Assistance Program Guidance

+

‘antinue to plan for FMS cash and commercial
salc . neeled to meet our decurity '?listanc. obisctives.

--No FMS credit is being requedted since lran is '
expected *+o nontinue tc seek and obtain BX~IN Bank -
financing for its U,S. military nurrhasaq. [ESET I

--Plan for a cantinuation of MAP grant' aid e
training support including appropriate MAAG cost uatewy :
immedigtely helow tha level of 3503‘ 000 for-PY73 and td

beyond. - -

S o keesd % - 3 ’
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:u Aoaqunut eonsists ofr_ ’
o Of_G Coples, Seried A.
JECHET '

THE MILITAKY PROBLEM

Genera)l Bi . .nificance

Our military relationship with Iran (credit sales of military
equijuent and military auvisory assistance) is 8 Ley element in the
strength of our position end influsnce in Iran. We have been the
primary supplier of ilLe Shah's militayy requiresents throughout the
postwar perlod, especially since 1155, and remain so in apite of
his recent purchases from the UX, Ttaly, and the Soviet Union
(transport equijment and autisircraft wrapons from the latter).

e Chief of ARNISH/MAAG is for the Jhah & highly valued, objective
and inforwed suvisor on equipweal, manpcwer, ané organization. Our
silitary role hes had still adued zignificance since concessionary
sconomic assistance and the USAIT nisaion were terminated in 1967,
The Shah hes eaid over and over again that what he wants yrincipally
from the US 1is for us to sell him the sophisticated equipment he
needs for his defense.

Problem

The Shah's appetitisa for <qu: pevnt keeps us constantly uneasy.
We are concarned with the econcmic burden crested by his military
establishment, 1ts ispact in terws of skilled mmnpower absorptiom
and svailabilities, sand its real silitary effectivensss. In the
earlier period, sspecially vhen we were providing econcmic aid to
bolater the Iranian econosy, we scught to limit the military prograa
s0 that ic uevelopmemt would not be reatarded. Ve wrote this
concept into the military program beginning with the memcrendum on
military as-'stance of 1962 and it hes become enshrined in a joint
annuAl economic review to assess the econcmic impact of anticipated
military purchases, Our AIl sad Pudget Buresu people still sttach
considerable significance to this concept. But, now that the Shah
is purchasing (on credit terms) hias military equipment (and our earlier
sizable grant component bas stoppe: sutirely), he is Lecuming less
tolsrant of such foreign restraints. On our siue, recent Congressionsl
reservations regarding foreign purchases of US military equipment in
gensral and the consequent strictures which are placed annuslly om
the amnant of Zovernment-backed credit have become the more important
limiting factors. The high cost of US commercial credit sskes resort
to it very axpensive but there wes some of 1t in last year's creait
srraangement .

GROUP 3
Towngraded at 12-year intarvals,
not sutomatically declassified.
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SECRET 2.
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Beginaing in 1964 we heve iried to find sn approsch, 1f not &
solution, to this problem in developing with the Lranians tectatively
agresd long-renge prodrams of ailitary equipment acquisitions. UB
Administrations, and especially Coayress, bave, however, been moat
reluctant to make sdvance commitments regarding military salss to
foreign governments. And on che [resia: side, the packages have
tended to come ajact almost as soi a8 Lhey were agresd, as the Shak
becane eonscious of & new, previously unforesseas, need. The steeply
rising prices of militery wew ™ amvi the occasional need to comeluds
purchases be/ore produci:on v’ « ... .60 i1lem cesdes, have also conati~
tuted pressures teniing to enlarye our asnual agreed progrems.

Other countries do not! som e our reluctance to sell Irsa grester
Qquantities of military equipme:n.,  he Soviet Union has kept constamt
pressurs on the Shah to byy e.sowt ans alig he waats (MIG sireraft,
miseiles, tanks) at attractive ypriccs asd te-wa (generally, credit at
2,%). The Westera Luropean . aix 2 kui wiie L APpeAr resdy $o sell
without restraint thel: adillary pruuucts, slinough their credit terms
are mot §0 attractive as the .45 's.

In geaeral, it has Dewn ne (wwitr; Team view that our moet
affective Testrm!nl ou salsvlai. [l ia-Ted Liss 10 the eareful techaical
advice and professional pareuss.on of the AIMISEMAAG. Towerd this end
we bave made swa proegress i o+l tue Iranians to think of the whole
COMPLER Of ea'lifu.t, soatd .y .c.miva 2 40 purchass of weapons systems
and, partieularly, o bs dwuacs As wf the Maicing factor of treined
oparating &uc anisle adce [erss..el. Fowe diversification of lraaiaa
purchagses, 1.¢., 2raa ool * .., i nocsptable and posaibly
politiocally des:..ab.e, vyt L. ,. ¢ .itdse limitations and problems are
adatantial ant ve Lould he ,..ua. ta see much further enlargement
in purchases mui s " <a aljew: © - ave sought to make the point in
Washington that, »' -, L . Jizmussion here, the Shah has
fioally sede ' ‘ix 3- e . . oty certaln aililary equipmect, he
will get ft~-from oihers 1 ve ara ot willing and able to provide 1&.
In recent years wy i7vs foum eiso that it 18 no wse trying to persuade
hin Dot to buy e:uijeent oL , .. . that he 1s overestimating the
threat. Four viw. .9, @wig.wo.ev anut the weakness of his Arab neightors
are brushed off we (tre:v.. .. .bhe Shah rejoins by eitiag the erratic
Quality of thelr lssucrsulp, * e possibllity of their combiaing agalnst
hin, otc.

Ourrent Situation

The Shah's coucamitration ca the security problems he fesls e
sust assuse with the British withdrawal from the Persian Gulf $u-$9%L
s Wrought a still grester sense of urgency to current ailitary
"requirenents.” In 1968 we worked cut with him an “illustrative list"

SECRET
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of long-renge military needs which whittled down his consideradly
grester demands to & $600,00C.000 level. It was underatood thmt
this vould be fipanced {n $1uC mili‘ca anmual tranches,” sub‘ect,
of ccarse, to the anmmi econcmic review and to Congressional setion
on the military assistance progrem and ita fimamcing,

1 ffculiy immeciately grose with last year's, the sevemth
(the series started in 1964), iranche. The sub of the probles was
the Bhah's insistence that an acdditional two F-k squadrons be moved
inte this tranche to irngure Aelivery v the end of 1971, Theste
squadrons eost 1217 atliiom e currecd [1ices aad the eoat threatened
to mount to §143 million unless & clear comcitment to purchase could be
given. After comsideradle pulling and hauling, the problem was met by
a "dependadle undertaking by the 0I to buy the P-lis and & US Govern-
ment aporoval of 'incremental funding, i.s., rostponewent of $53.7
ailifon of the P-hs'cost to the eighth, FY 1970 trunche. It wes undere
steod tmt the GOY assumed the rie's involved 4f USG ~redit wes not
“arthomirg ‘r FT LT, bubl the Terrtment hac o Sight ead to gein
QD any Congressional scceptance ¢, tne concept of incramental funding.
It should be noted that in FY 1965 the OOl also purchased from the US
for cash 2a additinnel $66 mi'lion of military 1tems /primarily spare
PATLE, sERNDtiun, MRiDLENAL+ aad Locolical. tervices),

We are not yet cown to the wire on the eighth tranche, and General
Twitehell centinues to discuss additional -ropoged purchases. But, the
GOY s Alresty iadicater 1ts wesi™: to specy uy “he nesastuations for
the naxt $100 million creuit and Plam Org. Lirector, Nendl Samii, weat
to Vaskington in early Se;iember to do scae credit soundings. (Ceae
srally, the anrual jacksgt » @ credit terns Dave beem finally agreed
by late spring;. Tha shape of the gwneral difficulty can be gathered
from the following:

(a) $53.7 miliion is al-eady cbligated to cover the FP-is,

(v) $27 alllicm for the fimanaing of the alreraft warning
system (Pesce Rudy) is meeded,

(4) 155 mm. howitsers at $5 millien are Tequired,

(o) 500 ¥-h7 tanks require "retrofitting.” We persumded
the Shah to do this instead of purchasing additicoal
new sud more expenaive tanks. The ocat will bes &
minieum of $25 milliom.

(f) The Bhah comtimues interested in 2% Eheridea tanks
with Shillelagh missiles. Suppliers say (we have not
slways found such statements fully justified) Sheridea
production may lapse if the Iranian order is not placed
befors Jammry, 1970. Total cost of this weapons systes
ia adout $105 million,

RUrREP 2
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(g) A study we 410 of requirecants for defense of the Persisn
Gulf concluceu that & surveillance capability would be
sufficient. Put even if aircraft ia inventory or scheduled
for jrocurement are used aud no rev ships are jurchasec
(clear I.woiau accejtance of tais vies is pot yet furin~
eming), three radar instaliaicions and thres varisule aspth
sonar installations would coet in the neighborheod of $15
willlcn.

{h) Althoush four years ago wve seamed to persunde the Sheh
tenporarily that air defir~c¢ could be adequately bandled
by $1iureeptor alreraf w. out W pardase of joint
cefenss weaLpoas (he was al.iaing ¢f the ek system at the
tize), this decision bas cous uratuck, 7The recent eom-
frontation with Iraq over tho fhati-al-Arad river seems te
have conviaceu tre Chan :hi. 'i.f o.rfields are too vulner-
able to Surp.isge &Ltadir. <., ally, GFaliticmal contrasts
have been signed for B.i._.m & i sdesiles (about $94 milliom)
ad De-1trone for wirs - e er sttes {adout 50 militem).
We have recently Dail Bl ietn +0 LiBCSS the Bawk system
with his again in this conscction. Alubough we ave net
alto,sther given wp the «ff.t L0 re-convinee the Shah that
alreraft will do ‘b oL, e B pecle of doing 80 s DOt
aprear bright. . 8i7 .u. b2 L a6 .8 W try to get his to
eongentrate wn provien. of suawer Add Febl effestivensss.

Obviously, all th s, Lowevo. .. .. ..s . 23a't 1t inte a $100

million jAckaie, We iy, Yw muli Lu Leliens s u.m 1O postpyome same Of
these items, He may Tuuss fur &1 lacruase in the $100 sillicon ceiling
on credit, or aome Of L.y “e.d a._.. . -.la: 1tems might be Baught from

suppliers other than Wi, ks U .. 4iee «.wk to Dy Some of them frum
us for cash., ‘he Slah :.‘ wals 1> e (wi.ling on ab oil deml, inwvolving

sals to the B of soe ela nleVe .. Twasortium’s ‘wswal liftings, te
cover the M-L7 retrc ™. .. e ‘h.:.-l.hn tansg.  The GM represente~
tive Bere 18 WOr. {1, i ... Lo, wih 2 hAJd lare 0 it scevhers

in the import quotas dum ~e alip el by the UG te quorm. ot
to origimating sountries., We ¢.¢ not too sangaine reganding the pres~
pacta

There is strong o1position wn the varions agencies unnuil
Congress t0 sxpanding th: enmmal credits made available for Irean abeve
the $100 sillion level. Quite poastibly, the limited size of tetal
govermment-suprorted credit to La sutharized by Congresa for military
sales to foreigs governueats would make it infeasible. Nowever, past
axparience has shown that if the Presideat decides that a credit sale

SECRE?
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RELIGIOUS CIRCLES

Sunrary
p———————e

The Shabr of Iran maintains a posture of

public piety and champions Islamic causes

even thouzh IYranians, the vast majority of

whom beloug to the Shia sect of Islan, are

not greatly attracted by pan-Islanic sentiments.
The Iranian elerzy no loager have major politiczal
influeunce == though theyv retain a sufficlient
following to apply an occasional ‘brake” to
governnent programs., They have been, for thre
past doecade, fighting a rear-guard and losing
action auninst the yrowing tide of a secular
siate overly fascinated by the Yest. nodern-
jzation and material progress, Should unfore-
scen developnents, such as R severe econonic
recession or the weakening of the governnent
(as the result of ithe Shah'a death cr s nilitar
debacle) lead other se;ments of the populatios
to challeuge the governmeii. the ‘uslis cler;:
could undoubtedly drum up some tollovwing, 1In
that case. since the US is Christian and is
assaciated vith the reforn reginme ard since

the clergy has treditionally oprosed fureizn
1nf1u§u«:. we would probably come under poliLlel
attack,

fev s

Lt 4 . . EYOIN 2
s ‘ . ! v d

Backrround o ) . ,

The Shia sect of Islam, to which $0% Iranian ,:u.uu telong, "
whether or not it was intended tq bind Iraniing togeiher
againgt the 108t of the Muslim world. has conrtribtuted an
no suall vay to the development of Iran's distinctive
national consciousness, Iranians as s whole are rot g:aq;l
attracted by pan~Islamic sentinments snd tend to vics the
war slth Isrsel, for instance. as largely an Arab -~ norc
Muslin -- prodlen, Although the secular reforus of both
Reza Sran aﬂd the present Shalh have nntu:cnized the congerve .
ative, traditionalisi, religious opinion im Iran, btoth -
leadetrs bave lheen careful to pay deference to Islanic
teachings and o coniend such teachings bgkh lupport and

deuand their reforn programs,’ .t e

i ,-;.1 AP TS B R
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Cler:v “cakened bv Peforn

Stnce ithe advent of Reza Shah, the Tranian relizious
community has found itself confrontec¢ iih one chance
after another -~ c¢oct one w11 1y oo che eleycita
wonopoly over educatiob, corauniiy : : xelat:ofa.
law, public mores and morals ~-- and 1neredy dininishing
fts overall popular and political influerce,
soticinl ane oeew cional opesor < covarlv vt
relisioas o, The prese: Unx., inocarr
refors riner ivio the rields o edication,
and fauilv relatic:- s, and <.en’a racos

divectly

counter m tradict i o atiat o e, Lo Yo v, whideh
exereise ) cosrder oode infi o i
pariic l,cxl‘ in tle cural o N

vole e R

. M oo Tia o, 3

decade, ¢ opresen

snonsore Literass voaTar o

Covpsren 2ol otee Yol oE

aAuthoriis o1t cloer L,

relicicas oppesitics ‘o U :

perhaps o' ortive -- avter ' 1.

ahiteh we rlace e ou Dol A
reli .ot chducallon or i [

nation of a last-diich sta

Sinee 7900 S en .

widesy oorict s e ..

regime, the clergs a- re oy o d

gentirent into pol:
cut leader ol the &oia

vire Yast

pararount leader dxea. vatallan Kooneini, arrested aud
exiled to Irag in 194% a: . ¢ U v s anti-jovernn

activities. aspiie- cles oo Do s lans, Yol nds clese
cooperation witlhh tie Sover —ent of Irag an an i—i} kb opropa-
ganda aud acuivits las rulcl oL oany cl. d feconeilia
ation vith the preseay a"‘eal to
rany Irarjan “usl:-- so.e ol s
tasically liieral

SJed

Residual Teli-:io 3

e rect

Tre residual reli-:c.s rese e
rerai-s ritier and deed. Tl oa .
bLetween dissenting relicious cxxrlcs and tre gov
has Leen underway, Reactionary and opportiu

CONT
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many of the clercy have often Leen in their choice of
tactics, the clergy as a whole is not vet isolared from
the majinstrear ot Ir'n\a rnpular opinion, Tie povern—~
ment Las therntn.s cerd sheyes . thiear>, roaval oatloora e
control of t.e lewning S..a Savine in iran (al las.oad,.
and control and censorsnip of all public activitices to
prevent pcliticallyv~minded relizious leaders fron
developir; any sizreable political folicwing, It is
generally recognized that the clergy is neavily penetlrated
by SAVAK, whien further reduces its influence, while
keepinz a ti:nt rein on dissicdent mullans., Lhe zoverntem
endeavors 1o heep its ierces meoded win e lalnI uads,
It Las so fav failed, Lowever, 1o Pprodicf a pro-,uverwrent
leader who vun corrand “11c “rcad. let alone universal,
respect arany Iraneay Yool .

rossibilitics of Clerical (Corelack

In ary cace. tie m:llhn~ Favay e vnable To s Ll Cn
of ucvelu',vn; and refors o o sid cornon cads s ! LG

SRl

than a tenposavy uature with anr other major polit.cul rorce.
The worki. r‘un4c1ent wils the Joverprent i1l (acia e
probocly ¢aitain.e a8 1onT as econImic prosress s s 1o 4,
Stould events ot boseset, fadth o as @ LEURUG Laltiéli. |G,

1he cconony O ail apparent weaxerning of tiie governncni’s
firm hand. lead olher serm.enis of the poduldation to cihall-
ente the coverraent e it i ced 1 tung ool

Mo lane heerare o courG L o cendLderacte joi b,
especially aony the tazaaris and lover classes. Lven iLn
those circunstunces, it is unlikely that thev will »sver
return to a aistoric role sucu as that of 1892, wren the,
lcd the attack azainst the Lelgian Tobacco Concession, or
of 1907. when they plaved a key role in tre Corstit.tional
Revolution, or of 1932, when trcy rallied tehind e
government in the break wita the Bratisn,

Other Rel::ic s lovenents

Iran was Zorcoa=irian ktefore it recaie Vuslim and today the
calendar and ~man customs sLCh as Lue Nos Ruz holida»s

are carry-ov(rs rrwﬂ Zorassi In trhe last vear the
pre~ ' aith rove

RS- EOme JTSeriols o
Sperlane oo T creryl ve o re~ecnpiasive
thelir ZolscasTriat . ihe Palal =~ wita

perbaps 10.0060 followers in Iran -- religian is not in
favor officiall~ altnouzh one of tne Shah’'s intirates. Dvr.
Avadi, is a Bahai. as are otnrer preuineat Iranians.,
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Armenians are not trusted by the regime especially the
security services because of their tiecs with Russia,

The Jewish, Bahais, and the Armenian communitics encounter
discrimination in the hiring practices of the GOT, but
they are free to practice the!r religions,

Effect on U.8, Image

As far as the US policy is concerned. the resurizence ==,
however unlikely -- of influence by the mullanhs would

adversely affect our image here, sincc we are Christian,
closely identitied in the public eye with the reformist
regime and with Israel, Conservative religious leaders
lay much of the blame for Iran's «=ecclarirzation, for its

1iteralization of social nores, o . 'or ils c¢lose relations
with Israel, to Americau iniluecur Moreover, the
nationalistic clergy has traditiunaily opposcd foreign
influence in Iran, Thus, in the ontikely event tbe clergy

were to return to a position of sipriticant political
influence in the next few years, we could expcet to cope
under attack, .

f “. < ‘n;'r\’ L [
t . * e T '
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CONFINYNTYYY, May 1972
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CONTINENTIAY

POLITICAL OPPOSITION -~ Extremists and National Front

Surmar

In Iran effective organized opposition to the

Shah ~= comnunist and non-communist ==~ has
practically ceased to exist, Persistent sup-
pression and efficient penetration, internal
ideological disputes and the Iran-USSR
rapprochement, and significant social reform

and econonic progress managed by the regine,

have cowed, demoralized or persuaded most op-
position elements, Hard-core opponents do

remain and pose a latent threat in time of

crisis., They have little popular follaowing.

no known following within the security forces,

no viable alternatives to offer nor any known
leaders of stature -- and they rerain under

close SAVAK surveillance. Nevertheless, they

have undoubtedly provided recruits for the
subversive/terrorist activities which have

assumed increasing importance over the psst

four years -~ thogh still far fron a threat to
Iranian stability, The main anti-rezine

sctivity takes place outside of Irfan wthere the

Tuleh Party with Sovier #.7jourt, (rcon agents v
and other ovppositioulsts reeruit ard organize
Irarian studentg abroad, nartial anti-Shah pro- ;
pagunda and try tu entarrcass the fhan on his

visitz overseas, These croups have lirtle ‘”
influence today within I»»n, excest among a ¢
relatively small nunber of universiry students,’

There is no permissible wav in Iran to cxpress opnosition:
to the monarch, the ronarchv our to porlicies and prograns
sponsored by the Shal, Crpesitfon political parties and
groups have been dishanded and denoralized, their nezber-
ship cowed or acouired Ly the regirme. Tre Tudeh (Feoples?
Communist Party hos been 1lle.al sivce 1949 aund firzly
suppressed since {1 reached the preak of its popalarity v

1952-32, Many of the politizal leaders of the lcose Natrd::ual

Front political coalition who supportei lossadegl, have'

Group 3 “ . .
Downgzraded at 12-vear intervals
not automatically daclassified
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CONFIDENTIAL 2.

undergone periods of arrest and remain under close
surveillance. and all of them have come to recognize the
1imits of allowable activity, Reactionary elements led
by the clergy and bitterly opposed to such reforus as

land distribution and women's rights, were vigorously
suppressed when they last led demonstrations in 1963,
While kept well under control since then, the clergy still
commands sufficient respect to be able occasionally to

put the brake on certain GOI programs (e.g. the plans for
a Religious Corps). Student, labor, political, religiocus
and other potentially troublesome groups are thoroughly
penetrated by the security services, The Soviet-Iran
rapprochenent and an ideological split into lMoscow and
Peking factions has further weakened the subversive
communist effort; the land and social reform prograus of
the White Revolution and the Shah's independent nationalism
in foreign atfairs have met many of the demands of the
progressive, nationalist, intellectual elements in Iran;
the soaring economy has offered zn opportunity for cob-
structive involvement and material reward which for many
has proven to be a satisfactory substitute for fuiler
political participation, A large number of former

Tudeh and Nationalist Front supporters have heen welconed
back to the fold and are now found even at top levels of
the government, In short, effective organized opposition
has ceased to exist in Iran, and intractable opponents
have becu driven underground or outside the country.

‘But some hard-core oppositionists -~ however fragmented -~
remain, There are liberal intellectuals, both young and
old, who would 1limit the power of the monarch (some would
even abolish the monarchy) and resent the suppression of
non=-confornist political activities and ideas, There are
also elements of the conservative bazaaris and luslim
cleray who would turn back the clock ecohomically and
gocially -- some well known mnd still commanding sufficient
loyalties to apply the occasional "brake” to GOI prograns,
There are, finally, elemcnts, particularly among the young,
who accept Marxian tenets and would set Iran on the course
of "popular socialism”

Groups of young men are occasionally apprehended and tried
for communist anti-state activities, In 1369, more than
20 men in all vere convicted of forming comnunist groupings
to overthrow the governmenti. In 1871 dissident activity
produced the now infamous “Siakal Incident” -- an attack
by an armed tand on a gendarmerie post at Siakal, a small
villagze in the Alborz mountains some 33 kilonmeters south-'
east of Rasht, Tvo gendarmes were killed and another

CONT IDENTTAL A Yay 18972
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wounded before the group fled into the mountains, soon to
be pursued by a supertor goverrnnent force (including unfts
of the Iranian Army) which succeeded in killing or
capturing most of the group ~- whose total number has bean
put at 1350 to 1753, Thirteen of those taken prisorer
wero subsequently tried and executed: and the captured-
reportedly included two Palestinian Arabs and others
trained in Commurist China. Approximately 30 of the dis-
sidents, however, esgaped capture and subseguent anti-
governnent violence has sometimes becn officially blamed
on the Siakal Group. There is a growing susnicion,
however, the Glroup as such may no longer exist but is
used as a label for the GOI to pin on other terrorists,
(The Siakal incident received wide domestic publicity, but
onlr some weeks after the incident.) And in January 1972,
the GLOI onnounced that 120 individuals would be brought to
trial on charges of murder, bank robbery, bombings,
illegal possession of arms and explosives, attempted
kidnapping, air piracy, propagation of communism and a2nti=~
state activitics, Accusations that the prisoners' guilt
was predetemmnined, complaints that the prisoners were
tortured, the closing of the trials to the public, and

the severity of the sentences (of 32 sentenced to death,
nincteen are known to have been executed, ten had their
sentences comnuted to life in prison, and nothing furthexr
has been heard of the other three) brought some strong
criticiem from Western intellectuals and mccia ~~ critis-
Cit o wn . has turnistied sorenh it zaul’s Lage, woth
at aome and abroau, particularlsy Vestern Europe,

We assume the Government craci=duwn represented by these
‘arrests and trials has set back terrorist operations and
has forced subversive groups to regiroup and xetrain,

Once this is completed, however, it is expected that urban
guerrilla activity will resune on a scale similar to that
before the crack-down,

The major anti-rezime effort takes place outside the
country, mainly in Europe. The top Tudeh Party leader-
ship has been outside of Iran for vcars. enjoving support
from the Soviet (nion, organiz:1z Iranian students abroad,
and operating a clandestine radio station wiich broadcasts
into Irun froum Bulzaria or lLei1pziz, Tast Gerrwanyv, Other
anti-Sthah radio stations troadcast fronm Iraq and Baku, in
the USSR, The Fast German statiun is reported to oe
currently undergoing extreze reorganization. A soall
Tudch splinter group formed in 1965 identifies with \
Comnunist China, and that countryr ras succeeded in gaining
considcrable influence among Iranian students in Eurone,
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Also visible abroad but less active, are elements of the
old National Front, Perhaps the most visible and
articulate irritant, and certainly the most widely publi-
cized, is the Confederation of Iranian Students (CIS),

a dissident student organization with a wide following
among young Iranians in Europe and enjoying support from
continental intellectuals. It is leftist oriented,
received broad support (some say direction) from Tudeh
Party elenents, and has been instrumental in leading
demonsirations against the Shah and his policies.

The real impact of these groups has been in picturing
the Shah to fairly wide groups abroad as a tyrant, in
bringing unfavorable publicity to bear abroad on trials
in Iran, and in embarrassing the Shah and his hosts by
demonstrating during his visits overseas,

It is worth noting, finally, the activities of a different
kind of dissenter, the late General Teinur Bakhtiar, a
fornmer SAVAK chief who carried on a personal vendetta
against the regime after his exile by the Shah, le passed
the first few years of his exile directing anti-Shah
student activities from his residence in Switzerland and
thien went to Iraq, presumably to become more directly
involved in anti-Shah and anti-Iranian operations. (His
arrest in Beirut for possession of arms and the Lebanese
refusal to extradite him to Iran led to the break in
relations between Iran and Lehanon.,) General Bakhtiar
wvas assassinated in Iraq in mid-1970, presumably by SAVAK-
agents,
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MINORITY GROUPS

Introduction ‘and Summary

Iran has important minority populations ~-
tribal, religious and linguistic -- which

have created serious divisive problems for the
country in the past., The large tribal groups
traditionally resisted rule by the central
government and became essentially automomous
during the periods of weak central authority,
Even in the 20th century, tribal allegiances
and pressures significantly affected the
fortunes of Iranian governments, In recent
years, however, minority groups have been
effectively controlled by central government
pressures, and by programs for increased
integration -~ with the promise of greater
io'nrdiggon participation in a prosperous
economy. * Iran‘s Kurdish population, gituated
along the sensitive Iran-Iraq frontier, is
carefully watched by the GOI lest their ethaic
loyalties involve them in the Iraqi-Kurdish
dispute, The sporadic fire-fights which have
erupted in the last year on the Iran-Irag border
liave generally been south of the Kurdish areas
and not due to ethnic or tribal flareups,
Southern Iran's Arabic speaking population,
1iving in Khuzistan along the Iraqi border and
the Persian Gulf, presents a potential security
problem since they are conscious of their Arad
character and minority status, listen to radio
Baghdad, and live in the vulnerable oil heart-
land of Iran. Iraqi and progressive Arab efforts
to develop active dissidence among this population,
however, have achieved few visible results --
and Iran's security sensitivities toward the
Aradb population are undergoing a gradual and
sinor decline,

Group 3
Downgraded at 12-year intervals
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Kurds

The Kurds, Iran's largest ethnic minority, number more

than 1,000,000 1living for the most part in West Azerbaijan,
Kurdestan and Kermanshah, which border areas of Iraq and
Turkey also largely inhabited by Kurds. Although
independnt~-minded, the Iranian Kurds have not in recent
years mounted any extensive resistance to government control,
The Majabad Republic, an "independent"” Kurdish state set

up in 1945 by the USSR, attracted little local support,
extended only about 50 miles in each direction from Mahabad
and folded as soon as Soviet troops were withdrawn from
Iran, Nonetheless, until the 1958 Qassem coup in Iraq,
Iranian forces thereafter occupied many Kurdish areas as
they might have occupied enemy territory. This coup and
the subsequent Kurdish revolt there helped persuade the
GOI to change its tactics to emphasize regional develop-
ment programs designed to attract Kurdish allegiance,

Such a carrot and stick policy has preserved internal
security among Iranian Kurds and has provided some measure
of progress in softening attitudes toward the central
government,  °

There are indications, however, that some Iranian Kurds
living near Irag retain their Kurdish identity above their
Persian identity, and that some identify closely with
Mulla Mustafa Barzani and his struggle to gain autonomy
within Iraq. It is likely, therefore, that the Government
of Iran 18 not anxious to see put into operation the agree-
ment reached between the Ba'ath Regime and Iraq's Kurds on
March 11, 1970, If fully implemented, that agreement.
would provide for an important degree of Kurdish autonomy
within Iraq -~ and not only would Iraq's Kurds no longer
provide the internmal opposition to Irag's government that
they do now, but Kurdish autonomy in Iraq could stir up
among some Iranian Kurds & similar desire for autonomy,

Iran has evolved a policy of aiding Mulla Mustafa Barzani
-~ even though it was he who, with Soviet backing in 1945
helped form the Majabad Republic. Iran, with Israeli
assistance and perhaps guidance has helped supply and arm
Barzani's men, and has offered a haven in time of retreat
-~ the extent of assistance varying with Iran's relationg
with Iraq, Nasser, and other Arab radicals. The Iraqis
on their side have encouraged their loyal Kurds -- such as
Jalul Talebani -~ to recruit men and stir-up trouble in
Iran, Although the potential for trouble has required a
relatively large Iranian Gendarmerie commitment in the
Kurdish border regions, there is little likelihood the
actual security problem in the Kurdish areas will become
gerious,
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Bakhtiari

Something between 300,000 ~ 500,000 Dakhtiuri tribes-
wen gpeaking a Persian dialect and practicing Shia islam,
still inhabit the mountainous wrex wesi of Isfahan, most
now engaged in farming but many still nomadic. Located
where they could control the main road south from Tehran
and within striking distance of the capital, the Bakhtiaris
had significant political influence up through the early
20th century, Bakhtiari armed support helped gain the
Constitutionalists their victory over the Qajars, and
many Bakhtiaris are still identified among the quiet
Constitutionalist opposition,

Although their military power was finally brokea down by
Reza Shah, wealthy Bakhtiari families have remained
prominent to the present., Among prominent Bakhtiaris in
recent times have been Empress Soraya (Esfandiari-
Bakhtiari), the Shah's second wife; and General Teimur
Bakhtiar, former SAVAK Chief, later public enemy No, 1

in exile until he was assussinated in Iraq in August 1870,

gnshgaf

Composed of perhaps 200,000 Turkic speaking members, the
Qashqai tribes inhabit the areus around and to the west of
Shiraz, They are traditionally at odds with the Bakhtiaris,
yet like them, the Qashqai's political importance today is
largely higstorical and there i1s little chance they will
ever emerge again as an important independent political
force. In 1946 a Qasngai-led rebellion forced the regig-
nation from the government of three Tudeh Party members,

In the early 50's Qasnqai tribal leaders supported Mossadegh;
and after his fall the tribes were brought to heel and the
principal leaders exiled. As late as 1963 the killing of

a land reform official in Fars province brought severe
punitive measures a;ainst the Qashqal which appeared to
write finis to any remaining spirit of trikal independence.
The GOI remains moderately concerned, however, over the
suspected anti-regime activities of certain Qashqais now

in exile in Europe,

Arabg
An estimated 400,000 Arab-gpeakers live mostly in the

provinces of Khuzistun and Fars and along the Persian Gulf.
Many differ from the Persian majority by their Sunni
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religious adherence, as well as their language, and have
families and other ties with Iraq or the Arab countries
on the south-gide of the Gulf., This population has

been for some time the target of Arab-expansionist
propaganda, originally Nasser-inspired but more recently
from Iraq.

The extremeness of Iraql propaganda against the Shah and
the GOI -- the lack of any Iraqi figure with Nasser's
appeal and stature -~ the worsening reputation of the
Ba'athists even among other Arabs -~ and the severity of
Iraq's treatment of Iranian Moslems (even though Shia)
recently expelled from Iraq, all have worked in favor of
Iran's efforts to counter separatist tendencies among its
Arab population, This, plus the passage of time without
serious incidents, helps account for a gradual decline in
Iranian concern about security problems from its Arab
population, *

other 'Tmpdr'tant ‘Ethnicd Croups

Closely related to the Bakhtiarisg, the Lar tribes are
almost as extensive and alwost occupy adjoining territory
to the west of the Bakhtiari area. They have been
politically inactive for a long time, In the extreme
south-east of Iran some 500,000 Baluchis live in the
relatively primitive and isolated province in Sistan and
Baluchistan, employed primarily in livestock raising,

The GOI has done little to assist in developing this region
through reviving concern since the Indo-Pak war with
foreign efforts to stimulate Baluchi nationalism could
lead the GOI to pay more attention to this area. Around
300,000 Turkomans, of Mongol origin and speaking a Turkic
dialect, occupy areas of Gorgan and the northeast frontier
area of Iran,

Among the religious minorities, the Sunni Moslems amounting
to about 10% of the population are most important, Although
there is some strong feeling between the Sunni and Shia
Moslem communities, religious strife is unusual as the
Sunnis usually live in separate communities among ethnic
groupg such as the Kurds, Arabs, Baluchis and Turkomans.
‘Other notable religious and ethnic minorities include

some 75,000 Jews, living mainly in Tehran and Isfahan,

who have a long history in Iran but have stayed almost
entirely out of political life; around 100,000 Christian
Armenians, living in the northwest near former Armenia and
in large cities (especially Tehran and Isfahan); and some
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70,000 Assyrians, Nestorian Christians living for the
most part around Lake Rezuiyeh in horthwest Iran. The
Bahais, largely composed in Iran of converts from Judaism,
have been supressed by the GOI ~~ perhaps as a sop to the
Mullas who view Bahaiism as a Moslem heresy, and perhaps
also because of alleged political activity by Bahais,
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THE WHITE HOUSE YRAC4AY

WASHINGTON
SECRET

June 15, 1972
Dist tOMEMORANDUM FOR:
PM -~Action
s ~»THE SECRETARY OF STATE
u THE SECRETARY OF DEFENSE
3
M SUBJECT: Follow-up on the President's Talk with
c the Shah of lran o
s/pC
s/S
gj:’g During the President's talks with the Shah of Iran in Tehran on

:‘NR general request for continued US suppor! in meeting Iran's needs
NEA for military equipment. The President made the specific commit-
RF ments described below which now require follow.up:

1. The U3 is willing in principle to sell F-14 and F-15
sircraft to Iran as soon as we are satisfied as to their
operational effectiveness.

2.. The US is prepared to provide laser-guided bombs
to lran.

3. The US will assign in Iran an increased number of
uniformed military technicians from the US services in
accordance with the so-called ‘'blue-suiter' approach to
work with the Iranian services.

The Defense Department is réquested to prepare by June 30, in

coordination with the State Department, a mermorandum describing,
the manner in which each of these programs can be carried out in

a way that will be consistent with the President's commitment.

Henry A. Kissinger
AR il iictadetls

SECRET

May 30-31, the President was forthcoming in response to the Shah's
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WASHINGTON

SECRET July 25, 1972,
MEMORANDUM FOR: .

=~

“WPEES 10 THE SECRETARY OF STATE &3]
H THE SECRETARY OF DEFENSE .
. ERcH

3
H SUBJECT: Follow-up on the President's Talk with the
Shah of Iran

gy. (rCTION)
g}é‘cmd}he President has considered the memorandum of the Secretary

8/5 of Defense of July 5, 1972, “"Follow-up on the Prcsident's Talk with
s/5-6 the Shah of Iran, * and has approved the following course of action;
s/5-0

or 1, F-14 and F-15 aircraft. Briefings should be offered

;'? as soon a8 possible to Iran by service teamﬁﬁ the capabilities -
of the aircraft and the training and logistics requirements
associated with them. In order to allow sufficicnt grounds for
comparison of the two aircraft, these initial bricfings should be
supplemented by appropriatcly spaced progress rcports by
sexvice teams as each aircraft moves toward the operatiorally
effective stage. The President has told the Shah that the US is
willing in principle to sell these aircralt as,soon as we are -
satisfied as to their operational effectivene'ss, Within that
context, decisions oun purchases and their timing should be left

to the Goverrment of Iran, .

2. Lascr-puided bombs, Briefings should be offercd to the
Iranians as soon as possible by a US Air Force team. It is
understood that weapons deliverics could commence seven months
aftcr the Iranians placeya formal order. The President has told
the Shah that the US is prcpared to provido this equipment to [ran.

3, 'Uniformcd tcchnicians, Requiremcents should be obtained
promptly frcm the Embassy and the MAAG in Tehran, and team
compositions, terms of reference and costs should be worked out
with the Govermnent of Iran as quickly as possible, "The President
has informicd the Shah that the US will assign in Iran.an incrcased
number of uniformed military technicians from the US services lo
work with the Iranian military scrvices.

SECRET
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The Department of Defcnse, in cooperation with the Department of Stato,
should procecd to implement the above as promptly as possible.

The President has also reiterated that, in general, decisions on the
acquisition of military equipment should be left primarily to the govern-
ment of Iran, If the Government of Iran has decided to buy certain
equipment, the purchase of US equipment should be encouraged tactfully
where appropriate, and technical advice on the capabilities of the
equipment in question should be provided,

1 Henry A, Kissinger

SECRET
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July 26, 1572

SECKET

OFVICIAL - INFORMAL

The Honorable

L. Douglas hieck
Minister-Ccunselor
hmerican Enhassy
Tehran, Iran

Desx Doug:

We now have what I consider a very satisfactory
meworancum frorn Dr. Kissinger which gives
everyone his marching orders as to what should
be done in following up the Presidcnt's talk
with the Shali (copy erclosed). Cn the basis

of this we shall be getting out to you shortly
some operational telegrams implermcrting
Presidential decisicns. Already in tre mall

is my respons2 to your query about military
personrel., Hopefully you will receive it before
this letrer, but the thrust cf it is tc sugport
fully the Anbassador‘'s comments to Hoveyda

that we have no intention of getting into the
onlire operational business but will be as
responsive as possible to regquests for training
personnel. 1he next message will probably deal
with briefing teams on the F-14 and F-15 which
can probably ke gotten together and sent ocut to
1ran by Octoker if desireds

I believe that the last paragraph of the enclosed
meriorandun pretiv much gives us carte blarnche to
whistle up any other kind of brieiing tean you
all think desirable--so, please don't hesitate.

Keep the flag flying.
As ever, warmest regards.

Sincerely,
Enclosure:
Cy.memo. fr.Dr . Xissinger
dtd. 25July72

Jack C. Miklos
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cmt deal of help and many facilities for our espicnage and inteliinence
work. 1 am vaguely avare that Iran iivs permnitted us to do electronic
mimim of nefahboring countrins .ms that therc is a close working
relationship betireen SRF and SAYAZ, “iis 15 nut enough for me to come
to a conclusfon about The extent of tis pici. to lran and the actual
value of the activities concarned. In the obsencs of more informtion.
ny natural and professional skepticise asserts itcelf,

Hy perspective on the isgucs discussz) in um tutter is over a period
of ten to fifteen years, since I wourd ke to Lo in & se.s0 position
fn this Embassy at the end of that ti.c. ! ¢ thus much concerned with
the later nsult.s of our prasent uctices and percentions.

This perspective leads me to try to unlerstead the Shah's rethod of
government in order to meke an ni.7ed guess as to what is likely to
become of ft and hin, There 18 a couunsus anong most lranoloaists
that the Shah in his early years tried tu buhave like a constitutiona)
monarch and to impliement the democrztic ideals which he is said to

have acquired ac Le Rosey. linether or not this is true {Lud I must
say that Le Qosey scems to ms a ©ost wniikely blace Tor anvore to ac-
quire democratic ideas), ft fs clear that in the earty 50's, especialtly
after the Mossadegh cpisode, the Shah cetermined to rule s well as
reign, 1t also seems clear that his choice of a systen to curry out
this rule was based on a traditionally pessimistic vics of the Iranian
charicter which the Shah may have been particularly ready ta accept
{this acceptance fs fmplfed In severs) places in Mission far 'ty Cuuntry)
hecause nf the peadiness to chami: sides ¥t wilf oF Ta¢ Irenian peoplw
and their Teaders during tha.lossadesh period.

A standard statement in books about lran reqardless of vhen they uers
written -~ Jacies lorier and Sir Percy Sykes fn the 19th ceatury,
Morgan Shuster in the 1920°'s and 30's, lluruan Jacabs tn ths 1950's,
and Marvin Zonis in the 1900's <= {3 that lioslen Iran's hi,tor' of re~

" peated nattona) umiliation and subjyqation, hroken for a long time

bnly by the Safavids, have enqgrai in the Iranian personality ceruin
very marked ncqative characteristics. Stece 1 am qotng to dimil o

thesg at qreat lenqth here, | emphisize now that they in po uay const,i tute
the yhole story about Iravians. Iustde tha circles ufthin which Iranians
feel at cas«, thera 1s arcat layaliy and warath of frivnithin,  In adii~ »
tion, Irantens have the restheiic sungiliitity, resard for ltanouage and
ski1ful use of Intelliaence aru purerntion wiich are to he erpected in
any peopic uith as rich and old & culturs and ctvilization s tiwirs,
Furthermora, as | mention later, Ivanians are wel) avare of thece reqas
tive characteristics ang their had effocts and are now burinnieg a try
to mllidy them,
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Under forcian occupation (Arabs, tonaols, Turks) or manipulation
{tritish, Cussians), lranians preserved wtr sonta of nationtuod
through their culture, particularly their lannuane fn poctry such as -
ferdowsi's Shahnareh, and their self-respect in cloistercd and concealed
private Yives benfnd the high walls ukich are sti11 tyofcal of lranian
domestic architecture. Tre world outside vas justifiably seem as hos-
tile. Furthermore, forelgn domination aluays creates a sense of “every
man for himself“ among those dominated, and centurfes of 1t has made

this feeling a nomal part of every Irani’an's public or working life.

in this enviromment, rutual susplicion, distrust, rivalrics, and an
tntense selfish individualism churacterize tihe workina relationships of
franians uith one ancther, ({Marvin Zonis* The Political Elite of Iran

is a detatled documentation of this). The psychologlical strain of
1iving in such an atiosphere has traditionally beem terpered by elaborate
forms of courtesy uhicit are used routinely {n the wvorking day, especially
between subordinate and superior, and in the support provided by privats
life, This support cames from extremely close and-.intimate relations
betvieen the members of a very extended family and with 0)d friends.
Irantans with such ties to one another may spend most of the Fridays of
their adult lives with one another. These arc the people i esch -
franian sees as fully human «- they can be trusted, confided in, relaxed
with, The rest of the world must be treated cynically, exploited and mamip-
ulated to one's ovin advantage if possible, and ;u\uitud to \Iith calcula- -
tiun when necessary. g g

Having himself accepted this vie. of his people's character, the Shah

chose y Aoverning system which uculd make use of these qualities. I
{don*t know whether the Shah in actuality consciuus)y borrowed this system

from the Achaemeneids with which he so oftsn identifies his regime, but

the systen iie chasé Tn fact very ruch resamblas the method which Herodotus -

tens us tnat Cyrus and Darius uscl t0 control and govern thetr -pir.s.

The svstem is sinple ard crudc, but complicated in use, rather as primfs
tive languaces ire said by linouiots to have the'nost coapleéx ararmars,
fvery important mvan of qoverirani +s wapaned by a few nen wvho must be
kept 1u a state of intense rivalry and distrust of onc another.. All
power cores from the Shah, the puser vhich Individuals may have must be
subsidiary and derived fron hir,  Therefore cach rival seeks qreater .
2ccess> Lo Whe Shok than tee others. Those cempeting at the top apply
the s @ rules te centrel their subordinates, and so the system and

the atoepoere 1L creates is consiitent o the NW bottom Df svery
organizavior in the qovormmnt. 3

This atmosphere of ‘ntriﬂLe and corstnnt persosz} conpetition insures
that no one Wil bhe fesn as autonosous by ethars and that no one will

fecare it ch el 1 Fooare in its oun right e atteact porsonal followers,
TULIEC LT Y L Teem Ul Sheht we ently b may Bz oacclatmed oy
e nrgere s Fynines o iasver Dooonid Avmzenar peceived fron the Shah
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DEPARTMENT OF STATE
BRIEFING PAPER

IRAN

Objectives and Setting

Objectives

Your main zbjectives in meeting with the Shah
will be:

-- To explain to the Shah your Middle East
peacemaking efforts and your plans on next sters so
that he may see how important his aid for Egypt and
Jordar is and so that he may understand the effort
to split Syria and iraq.

~=- To brief the Shah on the current state of
U.S.-Soviet relaticns in the Middle East and globally,
reassuring him that you are still approaching detente
warily.

~= To confirm agresment on the Cabinet=-level
Joint Econcmic Cemmission with subordinate working
‘groups, and to agree on an announcerent, perhaps
during your visit.

-=- To reaffirm our intention to keep working
as closely as possible with Iran in the fields of
regional secv.rity and military ccopevation., To
exchange cJdrrent views on the Shah's efforts to
assist and cooperate with friendly re¢'mes in the
region and to relate his efforts to ours.

~- To convey our views on the world economic
situation and especially to explain our concern on
oil pricing, in the interest of the international
economic stability on wiiich Iran's own well-being
depends.

Each of these issues is dealt with in detail
below with talking points.
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SECRLT 2

Setting

Iran is riding high, with dramatically increased
0il revenuus, guod ceoromic prospects, increaced
diplomatic options, and an ability to project power
externally wiich Iran has not had for centuries. The
Shah is confident of Lhis domestic polztzcal vosition,
and believaz hr: b ic seized the.initiative in the
Persian Gulf and OPEC. He is trying to show that
Iran will use its o0il revenues constructively by such
initiatives as freoe primary cducation and an eupanded
national health program in Iran, bilateral londing
to some LDC's, loans to the IMF and IBRD, and a
proposal for a new multilateral devclopment fund.

The Iranians have been the target of criticism for
the Icading rz’c they plaved in the December 1373
0il price .ncreese, and have not found much support
for their devclopment fund proposal. However, this
haz hal lit4le wvi.sible effect on Iranian confidence
and ambition.

Our relations with Iran continue to be very close.
We have launchel an intiative to expand our bilateral
relations in the economic and technological area, with
the objective of creating a framework and atmosphere
for the discussion <f such issues ag oil and strategic
interesic ine Sha. nas responced positively, ex-
pressing particular interest in atomic power, and
is anxious to get dowe to dotails. AZEC chairman Ray
is to go to Iran at the time yvou are there to talk
to GOI officials. We also might use this occasion
to anncunce the forration of a bilateral commission
on ecoromic cecoperat.on, On the military front, the
channels for cocpiratioa 4re long established and
are functioning weil, but we may need to deal with
the Shah's intercst in the production of missiles
in Iran and an assurance thiat we will supply enough
technicians to phase in his new U.S. equipment
The only clouds on the U.S.-iran horizon concern oil
prices, on which the Iranians are taking a hard liney
and the Iranian dev"lopmcnt fund proposal, which we
fear could divert <un.is that would otherwise go to
existing international aid institutions.

Department of State
April 1974
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DEPARTMENT OF B TATSE
BRIEFING PAPER

ISSUES AND TALKING POINTS

Arab-Israeli Situation

Analysis/Background

The Shah feels the U.S. should make every effort
to bring about an early resolution of the Arab~Israeli
situation. He is on record as opposing the Judaization
of Jerusalem and supporting Israeli withdrawal from
all occupied Arab territdries and restoring the
legitimate rights of the Palestinians. He will want
a briefing on what we are doing now, and how we see
the prospects for a settlement.

Your Talking Points

-=- Explain the status of Syria-Israel disen-
gagement negotiations and plans for return to the
Geneva Conference. The importance of this agreement
is that it would break Syria away from the radicals
and buy time for further Egyptian-Israeli negotiations
and perhaps some move on the Jordan-Israel front.

-~ We are walking a narrow line with the USSR,
involving the Soviets enough to keep them from being
obstructionist while maintaining control over the
substance of negotiations ourselves. We believe the
Shah will understand this strategy.

-=- President Sadat is engaged in a major shift
in policy which can help reduce Soviet influence
throughout the Middle East. The Israelis recognize this.

~- We greatly appreciate Iran's support for our
efforts.

Department of State
April 1974
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DEPARTMENT OF STATSF
BRIEFING PAPER

ISSUES AND TALKING POINTS

U.S.-Soviet Relations

Analysis/Background

The Shah takes a close interest in our detente
with the USSR and the possibility that it might free
Soviet resources for the Middle East. He also
follows the progress of CSCE, MBFR, and SALT Nego-
tiations, and is concerned that we may be lowering
our guard and leaving our allies in a more vulnerable
position. He feels the U.S. should accept nothing
less than equivalence in MIRV's. The Shah believes
Soviet activity in the Middle East indicates a con-
tinuing use of proxies such as Iraq and South Yemen
to accomplish Soviet foreign policy goals and will
be interested in our assessment of Soviet intentions
in the Middle East.

Your Talking Points

-~ We will continue to be wary of Soviet in-
tentions in our negotiations on detente and CSCE.
We will not relax our guard.

-=- It is too early to say what numbers and
other arrangements will emerge from SALT and MBFR
negotiations, which involve many complex technical
questions. .

~- In the Middle East, the Soviets are trying
very hard to maintain at least a semblance of in-
volvement in Arab-Israeli peacemaking. Since they
recognize their recent setback in that area, we want
to look carefully at what can be done in other areas
like the Gulf and South Arabia to blunt any new
Soviet efforts there. Our objective since October
has been to structure the diplomatic situation so
as to reduce their influence.
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~-= Our enhanced naval presence in the Indian
Ocean is intended to signal our contin:ing concern
about Soviet activities and intentions in the region.

Department of State
April 1974
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DCEAKNIMLNT CF STAT
BRIEFING PAPER

ISSUES AND TALKING POINTS

Intensified Bilateral Cooperation

Analysis/Background

Ambassador Helms has discussed your proposals
for intensified cooperation with the Shan in detail,
The Shah has responded with enthusiasm. A nunver
of details remain to be discussed and decisions taken,

Your 7uliing Poontco:

-- We welcone the Shah's agreement on the
formation of a Jouint feconumic Cowrisscion and his
appointrcnt of Mialster of Economny ansary as th
Iranian co-chairman. Our co-chairman will be the
Secretary oI the Treisury, with the Secrotary of
Comuuerde a3 alicrinate.  The Lwu CO-Chaifmeli shudld
coordinate soci on the tining of the first Commission
weeting. What are the Shah's views? g
P

== If the Shah ugyrees, the agreement on forming
the Joint ECIaCmic ClL..wa88i00 Could Le whadunced

during your visit. (A draft announcerent is attached.)

-- We will be discussing with Mr., Ansary details
of cooperation, including what working groups need
to be formed to give substance to its various elements.
Vur view is that we should be careful to selec: areas '
for concentration vhere special attention is needed |
and where it can produce progress. We want to avoid ;
simple discussion groups.

-- The Chairman of the U.S. Atomic Energy
Commission, accompanied by a number of experts, is
prepared to come to Tehran in the very near future
to discuss how we can best cooperate in the nuclear
field. Tcams in other rields will follow as needs
and terms of refecrence are definecd. Specific topics
which have already been discussed by the Shah and
Ambassador Helms should be seen as starting points -
not limits on the fields in which we are prepared to
explore possibilities for cooperation.
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-~ Several items of interest to the Shah, e.qg.,
the manufacture of military missiles in Iran and the
provision of larger numbers of U.S. military tech-
nicians to advise the Iranian armed forces, pose
serious technical and domestic political or legis-
lative problems. However, we are prepared to discuss
them in detail in technical channels and to do our
best to meet his neceds.

-~ We welcome the Shah's proposals on the form
which intensified political and security discussions
would take, i.e., reqular meetings in a bilateral
context at the Foreign Minister and Chairman of Joint
Chiefs of Staff level,

Department of State
April 1974
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BRIEFING PAPER

ISSUES AND TALKING POINTS

Regional Security

Analysis/Background

The Shah remains concerned by the potential for
instability - and Soviet exploitation of it - in
neighboring countries. He is concerned about radical
movements in the Persian Gulf; Iraqi hostility toward
Iran; and separatist activity in Pakistan's frontier
provinces near his borders. He recognizes the need
for, and has been seeking, improved relations and
cooperation with the more moderate Arab governments,
in order to help them prevent the kind of radical-
ization that could threaten Iran's Persian Gulf life-
line to the outside world. Establishing this coop~
eration i3 not easy because of lorngstanding Arab
warinass tcward Iran. However, the Shah recentliy
has stepped up his military aid to Oman's efforts
to suppress the South-Yemen-supported Dhofar rebellion,
and his government has agreed to provide economic
assistance to Egypt. To the east, it has continued
to cooperate with the Governmont c¢f Pakistaa while .
at the same time improving its relations in recent
months with India and Afghanistan. While making
progress in improving cooperaticn with some Arab
governments Iran has had great difficulty in getting
anywhere with Saudi Arabia, and sees Iraq as a Soviet
satellite that is unremittingly hostile toward Iran.
The Shah is determined to do what he can to keep
Baghdad off balance, and in this regard he continues
to assist Barzani's Kurdish movement.

Your Talking Pcints

== We continue to see eye-to-eye on regional
security issues. The US continues to support strongly
Iran's efforts to strengthen itself and to work
cooperatively with its moderate Arab neighbors.

SECRET
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== W are plessaed that Ivran's stepz~d-up
military erforts in Oman seem to be going well, and
we applaud its recent moves to start a program of
economic assistance in Egypt. This should reinforce
our own economic and diplomatic activity in Egypt,
which is designed to maintain the momentum of
President Sadat's recent shift away from Soviet
influence.

-~ We hope the Shah will not be discouraged in
his efforts to increase Saudi-Iranian ccoperation.
We know this is not easy to accomplish, but a col-
laborative Iranian-Saudi relationship is essential
to future stability and progress in the Gulf.

~- We hope it will be possible for Iran to do
even more for Jordan, which has a central role in
our Middle LEast straveqgy, and for smalizc countries
like North Yemen and some of the shieikhdons,

-- There have been reports that Iraq is inter-
ested in strengthening its ties with Western countries.
We would be interested in the Shah's view on this and
what implications it might have for how we should deal
with Irag. You may also want to elicit his views on
the Kurdish situation.

-~ We appreciate Iran's efforts to provide
Pakistan with modest military help. This contributes
to regional stability by ennancing Pakistan's sense
of security and self-confidence. A moderate amount
of assistance is not likely to give India legitimate
cause for concern, and in any case India has strong
economic reasons for staying friendly *tcward Iran.

We were pleased to learn that the Shah responded
favorably to our proposal that Iran undertake and
finance a tank upgrading program for Pakistan.

~= The Afghan regime seems to have been rela-
tively quiet in recent menths on the Pushtunistan
issue, but we recognize that the Soviet influence
there remains great and that the potential for trouble
remains, We would be concerned by any Afghan
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adventurism on this issue, though we do not see
this as likely in the necar future., We welccme
Iran's efforts to improve its relations with
Afghanistan.

Department of State
April 1974
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ISSUES AND TALKING POINTS

Military Cooperation

Analysis/Background

Our military cooperation with Iran has expanded
considerably since President Nixon's visit in May
1972. 1In addition to large sales of military equip-~
ment and the continuation of our military advisory
mission, we have provided over 500 military tech-
nicians on a reimbursable basis to help Iran phase
in its new U.S. equipment. We believe that our
present bilateral channels of military cooperation
are working well, and that no new mechanisms are
needed. Basically, the Iranians are satisfied with
our military cooreration, but the Shah may seek re-
assurance that we will continue to support his arms
acquisitions with U.S. military technicians. He may
express interest in manufacturing small missiles in
Iran.

Your Talking,Poi;ts

-- We will do everything we can to support Iran's

U.5. military acquisitions with technical expertise.
We will advise His Majesty if and when difficulties
should arise in expanding the size of our Technical
Advisory Field Teams in Iran.

-~ Because of the complexity of the missile
question, we would prefer that it con“inue to be
discussed through bilateral military channels.

Department of State

April 1974
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BRIEFING PAPER

ISSUES AND TALKING POINTS

International Economic Issues

Analysis/Backaround

The Iranians, who plaved a leading role in the
December 1973 0il price increase, have since taken
a number of steps to justify their position and
mitigate its effects on LDC's. They have put forward
a revisionist view of the world economy, claiming
that the disproportionate prosperity of the West
was made possible by cheap oil, and that raw materials
exporters deserve higher prices for their products,
Iran has announced that it will lend $700 million
to the IMF and $200 million annually to the IBRD to
help cushion the effects of higher oil prices on the
LDCs, and has also proposed a naw interpational
development fund to aid LDC's.

The Shah continues to believe strongly that
o0il prices must stay up. Internally, the GOI has
greatly expanded its economic development plan,
and announced free primary educaticon and an expanded
national health program, A Foreign Ministrv spokes-
man criticized that part of your April 15 UNGA speech
which suggested that OPEC countries were to blame for
high o0il prices (the Iranians blame high prices to
the consumer on taxes and oil company profits).
However, the Shah took a positive interest in your
remarks on fertilizers, since he believes that oil
should be used more for petrochemicals and less for
fuel. 1Iran can not expand its oil production much
further.

Your Talking Points

-- Our interdependent world economy is delicately
balanced, and sudden demands from any source are
unsettling. We hope that o0il producing states will
observe moderation in their pricing policies, and
will not push their demands at the expense of others.
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-- We are pleased that Iran has accepted the
responsibility of assisting LDC's affected by
increased 0il prices. However, we continue to
believe that the most effective assistance would be
a moderation of present prices.

-~ Iran's proposal for a new development fund
is constructive, and we hope that oil-producing
countries will develop a means tor recycling oil
revenuus to LDC's which is systematic and objective.
We also hope that the o0il producers will increase
their support for such established institutions as
the IBRD and IMF. Our own ability to contribute to
a new fund is restrained by our commitments to
existing institutions and by congressional authori-
zations.

Department of State
April 1974
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Tehran, Iran
July 10, 1974
CONFIDENTIAL
MEMORANDUM TO: AMBASSADOR CLAUDE G. ROSS
FROM: AMBASSADOR HELMS
SUBJECT: Post Mesorandum for Inspectors

Iran=-US relations are excellent. We enjoy a preeminent
position in Iran and play a significant role in its
foreign policy calculations. We have virtually parallel
views on all issues of regional or international signifi-
cance, a single exception concerns the supply and price
of oil,

Our purpose is to insure that this position is maintained
and enhanced. In pursuing this objective we seek a fair
share of Iran's dynamic foreign trade, participation in
its ambitious economic development plans, and continued
access to sites for irreplaceable intelligence and
coamunications activities., We algso seek to ensure that
Iran continues to play a responsible and constructive
role in regional affairs.

Pursuit of these goals requires substantial staff,
Tehran is now the largest diplomatic mission tan NEA, In
addition to the traditional diplomstic mission structure,
we have & major military presence in the form of our
MAAG, GENMISH and Technical Assistance Field Teams (TAFT).
We also have a Peace Corps (195 volunteers), a large and
active Iran-American Society, representatives froa the
Department of Agriculture, the brug Enforcement Agency,
imminent establishment of a regional Internal Revenue
Service Office, and some 20 separate units associated
primarily with our military and intelligence activities
in Iran,

In organizational terms, we have no important problea,

The authority and responsibility of the Ambassador for
all official US activity ia Iran are understood and

CONFIDENTIAL
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recognized. Subordinate military units operate under the
coordinating authorities of the MAAG Chief who is the
senior military representative in Irsn. He reports to
and takes policy guidance from the Ambassador as do all
other agency representatives. Vertical aand horizontal
communications are maintained by daily meetings of
section chiefs with the Ambassador, wveekly wmeetings of
the country team, and ad hoc meetings of all other US
agencies and representatives im country.

Although there is no major issue of significance other
than o1l which may be disruptive in our relations with
Iran or the continued pursuit of our objectives, there
are several guestions worth mentioning. They are dis-
cussed below.

1. POLICY FORMULATION

As noted, the most potentially disruptive issue in US-
Iran relations relates to our differing perceptions and
attitudes toward the supply and price of oil. Follow~
ing OPEC's dramatic decision in December 1973 to quad-
ruple the price of oil overnight, this Embassy has
consistently and repeatedly urged that the USG enter
into a dialogue with producer countries in which our
position is set out rationally, objectively, and in
full recognition of their own legitimate concerns and
interests. W¥We regret that this exchange has not yet
occurred, nor have we been provided with an adequate
rationale for pressing the case in discussions with
the GOI,

In recognition of Iran's enhanced importance we have
launched new initiatives to broaden and deepen our rela-
tions, primarily through increased trade, investament,
and technological and scientific exchange., It was
intended that this occur under the aegis of a newly
formed Joint Economic Commission. Results to date have
been somewhat uneven because there has not been full
follow~through on all of our initial proposals. In
raising this matter we simply want to note that it remains
one of continuing interest and concern. We are not in-
different to the problems Washington has in coordinating
and implementing such a major new effort nor to the
progress that has been achieved in certain areas such as
nuclear energy.

CONFIDENTIAL
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2. EXECUTIVE/MANAGEMENT

By and large we tfeel the Mission is well staffed with
qualified personnel in place or en route. A continuing
problem, however, is the timely assignasent of personnel

to ensure that there is appropriate overlap between an
incuabent and his replacement. This is particularly
critical in areas of key substantive and operational
responsibility where many invaluable contacts and insights
are irretrievably lost in the absence of adequate over-
lap., VWe would urge a more rational and orderly programs
of personnel assignment and transfer.

Another area of management concern relates to our budget
and budget-making process. In the recent past we have

had sharp and unexpected increases in our coet of
operation, in the local cost-of-living, in local wage
scales and in the cost of housing. We have also had to
shift our personnel virtually overnight to provide for

new unfor o requirements. Our present budget and
financial systea provides for little or no latitude in
solving these problems in a timely, effective or efficient
manner., We often find ourselves in something of a "(Catch-
22" gituation in which we are told funds are not avatilable
because they have not been budgeted. On the other hand,
we are told that requests for additional funds should

not be included in our budget because we have not pro-
vided supporting documentation, It is frequently impos~
sible to satisfy both requiresments simultanecusly.

3. POLITICAL FUNCTIONS

The Government here is highly structured and authoritarian.
All major decisions are made at the top. The Monarch
rules as well as reigns. Political activity in the
Western sense is nascent and carefully circumscribed,

Thus in this restrictive, and not very well informed
society, political contact and the exercise of influeance
is frequently confined to the most senior levels.

Uninhibited dissidence and criticiss is neither tolerated

Nor encouraged. Foreign contact with dissidents or tdenti-
fication with their point of view is not only discouraged

CONFPIDENTIAL
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but 4f pursued vigorously could probably result in one's
being PNG'ed. Accordingly, political reporting officers
must exercise great care and prudence im developing
contacts and information of interest and value to us,
Bocause relationships in Iran are highly personalized,
successful political officers must have especially well
developed taleats of empathy, personality, and judgment,
In the recent past political reporting from this post

bas suffered not only because of the inherent difficulties
of the environment but also from staffing deficiencies.

In large wmeasure this latter shortcoming has been rectified,
and ve nov look forward to considerable isprovesent in the
quality and quantity of our political reporting.

4. INVESTMENT MATTERS
There are no probleas of significance in this ares,
8. TRADE PROMOTION

Tehran is the testing ground for new approaches to trade
promotion through the faplementation of a Country Commer-
cial Progras and the operation of a Trade Center. Both
are relatively nev and we are still in the process of
evaluating their effectiveness in furthering our trade
objectives. Given the tremendous increase in Iran's
import demand and ability to pay, it is difficult to
establish an objective cost-benefit analysis of our trade
promotion efforts. In teras of activity, however, there
is no question that all employees engaged in this work
are fully occupied servicing an ever-rising volume of
visitors and inquiries locally and from the United States.

We are not entirely aatisfied that our present facilities
are either sdequate or appropriate in providing all of

the services we beliave deairable. Specifically, we
require additional office space for an enlarged economic/
commercial staff and ve feel strongly that our Trade

Center and commercial office activity ought to be located
in one building. This view has been conveyed to Washington
but no satisfactory response has been received.

CONFIDENTIAL
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6., ENTRY OF ALIENS TO THE UNITED STATES

Our Consul has prepsred a memorandum which discusses in

some detail the problems we face in our consular active

ities, He is prepared to discuss these fully with you,

Our comment here will be restricted to noting that one *
of our problema relates to the ever-rising voluwme of none

immigrant applicants, the difficulties in establishing

the bona fides of these applicants and the physical .
probleas of dealing with such large numbers, particularly v
in the high student~visa season. VWe have taken a nusber .
of resedial steps but there remain procedural and physical

probleas requiring Washington’s attention and decisioa.

7. INTERNAL INTELLIGENCE

By and large we are well staffed in this area. Intelli~-
gence reporting is reviewed for coasistency and quality
at Counselor or more senior levels, as appropriate.

One area of continuing concersn relates to informmtion
about the political orientation and activities of the
Iranian military. Although ve have massive contact

with Iran's armed foroes through our MAAG and Technical
Aasistance Field Teams (TAFT), we bave yet to obtain the
quantity or quality of information we think desirsble.

¥e are attempting to rectify this through a more systematic
end-of-tour debriefing program of selected MAAG and TAFY
officers.

8, POST ADMINISTRATION

Under this general heading I would 1ike to draw your '
attention to two questions which are interrelated with
the problems of budget and fiscal sanagement noted
under another heading. The firat concerns staff morale.
This is not only a large Mission but it is in a large ;
and somevhat impersonal metropolitan city. For all of ‘
its size, however, it ig still deficient in certain :
areas. Housing, transportation, and services are per- :
haps the most significant., We have attempted to sase }
these problems within our financial and personnel means. '
Nevertheless, there are shortfalls. This is particularly

true with respect to housing. OCost and availability
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THE CONDUCT QF RELATIONS WITH IRAN

OVERVIEW

Geography and oil make Iran important to US interests.
Under the Shah, who sees the US playing a vital role in his
efforts to modernize his country and make it militarily and
industrially strong and self-reliant, lran offers a favorable
environment for the pursuit of US policy objectives. It has
become an increasingly stable, dynamic state whose growing
economic strength and rising oil income have enabled what
was once a tutelary relationship with the US to evolve toward
equality. Though this has brought an independence of view that
could make for differences, US and Iranian geopolitical
interests and positions on most significant regional and
international issues are generally parallel. The US enjoys a
preeminent position in Iran, and there is close and mutually
beneficial cooperation over a broad spectrum of political,
economic, military and cultural matters.

With the notable exception of our divergent views onoil
prices and supply there arec no major differences in US-Iranian
relations. There are, however, problems and concerns which
the makers and managers of US policy toward Iran have to .
confront. One is the degree to which the US relationship wit
Iran is dependent on one man and the uncertainty about what

~ consequences the Shah's demise or removal would have for

Iran's stability, external conduct and attitude toward the
U.S. Another is the possible effects of the impingement of
certain aspects of our relations with Iran on US policies

in other areas, especially the Persian Gulf. The military
buildup of Iran, for which US arms sales and technical
advisors are largely responsible, is resulting in an imbalance
between Iran and its Persian Gulf neighbors. This development
could adversely affect the future of the Saudi-Iranian
cooperation that we seek to promote as essential to Persian
Gulf security. It might also encourage heavier Iraqi
dependence on the Soviet Union for arms support, increasing
the likelihood of an arms race in the area. 1In any case
Iraq's perception of US-military support arrangements with
Iran is complicating our efforts to improve our own relations
with Bagdad. A third focus of concern lies in the very scope
and complexity of our relationship with Iran and the resultant
problem of how to ensure that we are aware of all that is
happening and that we understand its implications for U.S.
interests.

In the light of these problems and concerns two things
appear to be desirable. One is a study of our long-range
policy toward Iran, including an appraisal of the ultimate
effects of our present policy, to provide the perspective and
conceptual framework for decision-making, The other is a
dependable high-level mechanism to oversee and orchestrate
the component elements of our close and extraordinarily
multifaceted involvement with Iran.
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The Country Directora*s and the US Linbasey arc working
toguther eiivoiavely oot carduct ot oour overaad e
with lran. ‘hey are ttaci.  with capable people and the
quality of the leawdersaip s high. Pesources in the ticld
are guptratly woedl etilizs o LY senior nmahiajoergeat. A drilocultt
Oprerativitl prGeatn ML dio.. ~= how Lo gncertailn what 15 Gooij
wh below the surface of its clesed society and among sensitive
groups like the military anc the opponents of the regime --
is receivin: spuclal acteat ‘on trom the Awbassador anc sern:c:
manager o throwjhoul the Siszicn.

Reducing the cultural and inter-community frictions lixely
tu resule from the influu iuto Iran during the next few ye.ar:,
of thoussnds of Americuan cr.poloyees of private U.S. contract .o
will reguire improved corivntation proyrums for these empicycus
ard thedr families, preforably before they lcave the United
Slotes.  She Ceunt:y bir. o ocate Lhould step up its efforts ,
to keep the attention of the U.S. contractors involvea )
focused on this potentially serious problem as well as to
explore ways in which the Departuent®s resources might be used
to assist in tne oricunta’ion prucess.,

An increase irn L... Covernment resources in Iran and
shifting scivr of those alroandy there are necessary to provxde
ubGequate sa. ort for our | .icy objectives. This include
the construci.on of addit.c:.al Chancery office space and a
new Trede Center pavilion on the Enbars; coapound, relocating

voe Phorraconany Conet - L fniro o, ruGnening a Consulate in
Foroarn, P T Lotal ol lower s..w offlcer

positicne tor the upaun o wid 15 constvituent posts.  In

dait e, e Taime is o Lostuae for carerul studies of some

O Odl Jeeodrans in lras, t.e., USIS and the Peace Corps,
to acteoming how they mavnt be made ncre respornsive to U.S.
1itereste at less cost to U.S. taxpayers.

AL Lo ¢i tha :;ultnq: and ceﬁclusinns discussed

U G s . e -~ onnlavt o

T N

I
followy.  8in
10 ortances

anet te rur POStE in 1run n Lne report which
uf thece merit attention here as being of major

A.  That lUJ7 instruct its Interdepartaental Group to
updertob e a los y-range policy study with respect to our :

lotrLoowrivt iran.

. That LA explocre the question of ensuring adequate
high Icvel sonitoring and coordination of U.S. involvenent 5
i dran As one possibility it might wisi. Lo coooxde €
e Y00 tie Assistant Selretasy's Convenling the
NeA fncesdopactiaental Group to handle the task.

“al) CONVOR :
e the oo
ey !
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b
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implication-:

_Shener sv

D. That the Iran Country Directorate study the
question of ensuring tnat Asnerican employees of private
rontractors in Ivan and thelr families reccoive adequate
e tyw2ly orientaticn on tho problems ot living in Iran.,
W Cogntry Dioectorate shaald senk to devise arrancements
s alerting company sxecutives to the desirability of such
ar wrientacion program and “or previding to the extent
y388ible apnropriate Departmental advice and agsistance,
One asenae to expicre might he the poseibilicty of using FSI

rusgurces, perhaps on a reusbursable basis,

t. That NEA urge USIA to undertake a reappraisal of the
U1 prodyram in Iran with a8 view to deternining whether its
regsources are being utilized to the best effect and, if not,
what changes could usefully be made,
4

¥. ‘Thut NEA urga the Puace Cu:npe to undertake (a) a
review and reasypraisal of itk progrars 1n Iran with a view to
determiring what changes may be desirable to make the programs

‘more responnive to Inanian needs and more effective in neeting

rvace Corps objectives ond (L) a veview of the level of
supjorYt given by the GOl Lo the Peace Corps programs to

poeertain whether, in the lighr of the COL'e vascly incroeased

Pieaneia)l youourse; and ite cupport arrangements for UN
voluntueers, an approach should ne nade te thae GOI 6a Lhe
quostion cf substantially inc:acling its contyibution to the
progroms., '

In addttion, the folloying yocommendations carry rcsource

: G. That A/BPF |upport IEO s FY 1976 budget request for
tnds for the construction in Tohran of two annexes to
the Embaesy Chancery.

H. That FBO step up its cxploration with the Department
of Commerce and the Congress of a funding formula which
wiuld permit construction of a Comncrcial Trade Cencor

r uv&lLOn on the Embassy cokpound in FY 1976.

T. ‘That M/FRM, PER, and NEA approve the Emtassy Tohrnn
request for a Market Rescarch Officer po-i;ion and & DOD-
tunded Personnel Officer: yosition.

J. fThat M/FrRM, PER, and NEA provide, in addition,
two officer positions, one fur 1sfahan and one for Shiraz,
48 soon as possible after the'opening of thoss posts.
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1 Policy and Resources

Guides to Existing Policy Toward Iran

There is no approved document that provides a definitive
statement of U.S. policy toward Iran. In March, 1973, the
Country Directorate dcafted a PARA Review, clamsified Secret,
which contained a proposed comprehengive statement of US
interests, objectives, policy issues and alternatives, and
recommended policies. This PARA was informally endorsed at
the Bureau level but was never put through the approval
process and hence has received no official sanction.

On the specific issue of arms policy the Country Directorate
made available to the inspection team twc NSC memoranda
entitled “Follow-up on the President’'s Talks with the Shah
of Iran* and dated June 15, 1972, and July 25, 1972, respectively.
Addressed to the Secretarios of State and Defense, they approvad
sclling of aris and equipment to Iran and the provision of
related military tachnical assistancs.

US Intarests.

Iran's strategic location, relative strength nnongo
Persian Gulf states, natural resources and burgeoning domestis
market make it an area of vital importance to the United
Stutes pow and for the futvswuable future, We need a stable,
secwe, independunt and friendly Iran that is both able and
willing tu play a responsible and constructive rols in the
reglon, pacticularly in the Peretan Gulf.. We need continuing
accees to tre Turkish-Iranian air corridur between Burope
and the Oriuant for our military and commercial aircraft and
tvvess to lranian poits for our naval and merchant ships.,

Ve peed continued use of Iranian territory for special

wilitary and intellijence facilitisa which, because of
Jiayraphl e monsiderations, co say uothing of political .
t&.siu1lit, . Cousn ROt W8 rrlocated elsewhere to equal ' vl
et fect,

)

US economic ‘nterests are major. Pueled by dramattcill’“*

increased oil 1 .- . m, the market in Iran for US goods -
tervices i3 japidiy aading. In the last two Years mére e
vhar §% ¢ . n . .« “ts have been signed. Similarly,

e 0tr Pt ¢ 'Y private investment which is, |
e atito oot $n whagsen and which has prospects of e
;.utng ravsdly o seversi billion dallars. Iran is a principal

srares ot ~41 and rat.ural gas for the Eurcpean OECD countries
and Japan ond an Wnoreatingly important cne for us.  we have
a4 £tron. aterest in relicble access ta Iranian oil and
min:rals at fair prices for our friends and ourselves.

te rterests an Iran have expanded and prospered in
e L enls an part bucause of the Shah's perception ot the

N
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usetulness of the United States to his country. In the
event of Lhe Shah's death or removal, a successor regime may
Lot necessarily See things in the same way. Moreover, the
Cioaeness v{ US-Iranian relations could become an exploitable
. 1ssue for radi.al, anti-regiwe elements. The US nas,
therefore, a furndamental interest in long-run political
stability in Iran under governiments reasonably friendly to
the Onited States and not likely to act against us. Fpr the
same reascns the US 4180 has an interest in the cultivation
. und perputuation of a friendly attitude toward the US among
i} the Tranian puople.

.

(o : US Objectives

The US wbjectives that flow from these interests might
pe formulated as follows: e
| "1’ ~  Contribute to and strengthen Lran's ability and willingness
O ta pley a responsible stabilizing role in internacional
- o arfairs, particularly 1in the Persian Gulf, e

AF : . Ensure close and cooperative bilateral relations with . !
. continuing frxendly acceas to decision makers who can affect
US interests. L
L Lo
*'" Retain unimpeded access to tha Turkish-Iranian air
-corxidor and to Irapian ports.

: Ensure maintenance and unimpeded yse of our special ; .
military and inteiligence facilities on Iranian territory.

Engsure access to the Iranian market for US goods and -
scrvices and maintenance of a4 hospitable climate for US
private investmenta.

Engure reliable access to Iranisn oil and minerals at
‘.-tolerable prices for ourselvea and other QECD members.

H Encourage Iran to recycle its expanded oil revenues in
such a way as to minimjize the disrupting effect of higher
oil pricea on the palance of payments of consumer countries
including the US.

Contribute to long run domesctic political stability in
Iran and to the growth of s favorable attitude toward the US
ampng the Irapian people.

The environment in Iran is in the main a favorable one |
for the pursuit of these policy objectiveas; the Shah has
strong views regarding what he wantsé Iran to achieve during
his lifetime, and to a certain point, at least, these objuctives
are complementary to ours. Whether or not Iran reaches the

A
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"world powet" status that ficurcy in sene of Lhe Shah'yg

more qrund.ose aspirations, ‘iig essential guld ls A sra'lo,
moderni cod seciety, industriclly and mititariy s-rony.  tose
importantly, 1t is ~lear tha: the Shah lo~ks to tane UL o
play a key role in helping loan move toward this goal,
particulavly in the military ‘icld.

Because of the above, we rav. been lhtgely‘hncﬁﬂbsz. i
satisfying most of our policy ubjectives. Iran has hecase oo
increasirgly stronq, self-reliant dvnamic state that is f1:-nite
to the Unired $tates and in nmost respects helpful Lo ou,
interests., With its new strongth has cocme ap indeportenze of
view that may give rise tu some diffcrences, byt oar goopulitis
interests ace gencrally pnrnl.c. as Lre sur viswg o1 mogs *,4;¢
of reg.onal Lr o reternational signiiicance.  TL=ir A Ln rotetl s
are excelleat, and we enjoy a preeminent positiopn in Tvon.

The relationship is not, however, without policy problemy wnd
concerns. '

Policy Prob.ems and Concerns

The only significant differencu on polisy mattarsg beGes
the United States and Iran arises fyom our regpecti. ., wice:
toward eil prices and supply. The Shah and his Governmant,
though modorate Ly OPIC standards in Lhe dfaousa onyg aver s dsng

L Deces b 975 priace andetase angd dwace of UG nh”.ulk RSN
remain oo red to exXisting pricc lowels. Our diffcrences
over oil i, o pot yet had mach impact un othes &ectoys of our
bilateral r:lat:ons.  Howevar delay, i too mvu.g the' jxsin
increases che Cuncern within the BRecitive Jsanch wd gho

us uongrc 5, sume Qf whose menbers haeve bigun o voicg
discatisfacrion over the lach of Progrees in porsuading nil
producing naticrs including fran to Jowver j,aoes Moreo.or
Iranian criticism of Saudi Arahiu's posicion o :his issee
complicates our cfforts to encuyrage Saudi Arabia to fallaw
constructive oil pulicies. = j? e

A basjic long-range probhlem affecting obd Iranian po i&j
is the depend~ ncy, already »iluded to, of our close rela dan-
ship with Irar on the attitiadcs and perceptivns af wng man--
the Shah. The :calities of the {ranian pol;tlcal QYKL a.u
sucii that in the {inal anslysis the only views that count
are those uf the shah, who makes all the importar! decigions,
and our poli~y is necessarily qcared to this phonoownane Iy
a closed socievy itke Jran, little {s knowrn of wh o= the:
populace is thinking, and thera is no way of prudicting what
consequences the Shah's death or removal would have fqr x:an 8
stability, external behavior or attitude toward the U.S
Fortunately, our close relationship with Iran has exxated far
more than two decades, and a generatian or more cf lranigns
have grown up accustomed to dealing with us and . ta dnpenotnq
on us. There is reason to hope that some of ouxr relationsiiip har
become ingtitutionalized to the point wherg it transcepds

(Y
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the shahe Noverrhoioos arn past be ¢ipocted that in ponrte

BNain Tran o Lo onshyg vl e 5. The quzation
is how mach and it what vespoguo. o ao . o oand nanaygers

of US policy toward Iran arc cunfronted wich an elenent of
fragility and uncertainty that rust be taken intc saceo.t in
their caleunlationy,

Certain aspects of our o 2lations with Tran irmpinge on
US policies tow 1d utheyr arcas, rvaising concerens oboui their
possible long range effects.  For example, Y5 military sales
and technical advisors have been largely rcesponsiblc fer
Iran's becominag the dominant power in the Pursian Gulf.
Given Iran's ¢ uerul jpoliticel ovientation and our olc..
agscciation, this is in moat rospects a positive development
from the rtandpou.nt of US interests. However, Iran's arins
huildup is vrodus w1 a military imhalance beiweer 7.an and
other Porsian Cuit states, notably 1lvag and Saudi ioniniu.
In the «ase of Saudi Arabia there is. ihcreasingly the vick
of a reaction that could jeopardize our good relations with
that country as well as jgake mponszible the fruanisn-Soadi
coopuration that wWe seck to erncturage as the basis Jor
prescrving security and stability in the Guli., 1In Lhe case
of Irag, the long hietory af tension and mutual invcsference
botween Baghdad and lehran wight prompt the foivey Lo lecn
more heavily on the USSR for countervailing suppert, thus
sctting the stage for an arms vace in the area, Certainly
our efiorts to improve our own relations with Irag are being
conplicatecd by ouir milicary supply arrangements with JTran
which Jraq inevitably louoks at in the coatext of its recent
border incidents and Iran's assistance to the Kurdish rebels,

The dimersions and complexity of our rulationsiaip witn
Iran, which is developiny at an accelerated pace, create a
special concern for US policy makers angd manageri: how to
stay 03 top of the situation so that our rcsponses to
problems that emerge or new Fropoauls that are macde, esnecielly
requosts from the sShah, can be determined in the knowlcdge
of all their likely consequences, includino the cffects on
Iran's internal progress and stability, the demands on US
material and human resources, and the effccts on US policy
objectives in other areas. In the military fiecld alono we
are involved with Iran to an extraordinarvy deygree, Since
the 1972 Presidential directive on arms policy which left it
primarily to the Government of Iran to decide what wilitary
equipient it would purchase, tha Shah has turned to us for a
wide array of weapong, equipment and related technical
expertisc. Hie interest cncompasees not only major wiapons
systems but also sophisticated intelligence, radar, and
command and control systems., The Shah is also interested in
having Iran manufacture selected US military items, including
certain miseiles, and develop greater vepair tacilities for
its existing defcuse inventory. Some of the Shah's requests
may be overly ambitious at this staqge of Iran's development
and inadvisable or difficult for us to accede ta, They witl
require careful handling to avoid their becoming irritants
in our relations, "
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Since rhe beqginning of 1972 we have #cld fran ovey &7
billion in weapons and equipment with drliverjes axroncing
into 1978. We are supplying on & reimbursable risi1s DM
technical assistance teams (TAFT), distinct From v advigory
mission (ARMISH/ /MAAG), to prnvide the trchnical expertise .
ease the intagration of this new material into the i(rani.n
armed forces. Large numbers of American civilian d:trnse
contractor personnel will also assist in the phasing-.n ut
the new equipment and facilities, There are already about
1500 such civilian employees workiny in Ivan., and the numberp
is expected to climb to as high as YZ.OOO (plus perhaps aw
many as 30,000 dependents) by 1978, raisiig théa prosi«.t of
a multitude of problems in cultural adjustment ond inter=
comunity relations.

In addition Lo these military ties we have an intimate
association with Iran in various intelligence and security
arrangements. Private American companies are establishing
joint ventures with Iranian companies in BWrerous coraercial
and industrisl enterprises. Recertly we ayreed tc provide
enriched uranium for two nuclear power reactors to help the
Shah get a nuclear power industry underway. Other transfors
of Ancrican technclogicul and industrial skille to Tion are
likely to follow befcre long.

The problems and concerns inherert .n our policy tcward

Iran 5 ot up the need tor a dependabic mechanlsn to monaite:
and ¢ ..ilnate the component elements of our extracrdinasily
multiisceted and close relationship with lran.  Trear

ramitications and their implicatitrne tcor (S .nterests Lok

in Iran and elpewrere must be understood if we are to . be 3.

a position to make sound policy and operaticral decisiorns.

In additicn there is 3 need fo: a& study of Us lun, rerw

policies towards 'ran ro provide the r.cessary pers,.ct.ve

for making policy decisions. Two of the prancipal reconmendatinpg
aet forth in Bection 1J, Mapnagement are related .. thage
conrerns. —

Rosources i

R:pources devoted to support of US ponlicy cbjectives'in
Iran 41 listed 1n the Reswurce Table attached as appendix 1
are not entiraly adequate. Some of the levels reqguire
upward alvatment it they are to be fully responsive to
policy necds.

Thera :s an urgent requirement for the addition of two
wings to the existing Chancellery building. These will
provide badly needed space for the Consular Section, which
has outgrown its present quarters, and for the overcrowded
Economic Section and the Defense Attaches amonqg others. In
additicn, funding is required for tha construction of a.
Commercial pavilion within the Embassy compound tq bring

_SECRFT ‘ '



~SECRET ¢

togethar in one location the commercial office activities
and the Trade Center. (Bee Inspectors' memoranda on Economic/
Commercial Affairs and on Buildings and Grounds.)

The growing US involvement with Iran over a broad
spectrum of activities is resulting in a large influx of
Americans in a number of provincial localities where the
Shah is expanding defense facilities and emphasizing industrial
development., To give proper service and protection to these
scattered American communities and to meet growing commercial
and reporting responsibilities in these areas the decision
has been taken to reopen a Consulate at Isfahan and to move
the existing Consulate at Khorramshahr to Shiraz. Bacause
of budgetary limitations, present plans call for initial
staffing of the two posts to be accomplished by transferring
one Khorramghahr officer position to Isfahan and two to
Shiraz. While this arranqement ‘will serve to get the new
posts in operation, it w . not be adequate to handle the
foreseeable workloads for Isfahan and Shiraz. Provision
should be made to provide two additional officers, one for
each post, as quickly as possible. (See Inspector‘s Memorandum
on Personnel). .

An important U8 abjective in Iran is to enlarge the US
share of the lranian market. The Embassy's ability to
pursue this objective would ! signjficantly strengthened by
the assignment of a Market Recearch Officer to the Economic/
Commercial Section, (See Inspector's Memoranda on Economic/
Commercial Affairs and on Personnel )

The Consulate at Tabriz, the value of which was covared
in the last Inspection Report in 1972, represents a resource
vhich nakes an essential contribution and the continuvation
of which is fully justified. Moreover it should be carefully
staffed with a view to snsuring that its potential is fully
. realized. (See Inspector's Mamorandum on Continuation of

Consulate at Tabriz.) :

Review of other US activities in Iran yeveals a question
as to vhether existing USIS and Peace Corps programs in Iran
are making the best use of the resources at their disposal. -
© this is the subject of recommandations set forth in Section

11 on Management.
SECRET
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I1. ‘anajement
(Recommendations I = 6)

Policy Pormulation

The multiplication of US-Iranian ties in the military,
intelligence, commercial and cultural firlds over the past
saveral years has been accompanied hy an almost continuous
process of policy examination. The Embassy and the Country
Directorate under the leadership of the Assistant Gecretary
for NEA participate actively in this process. They are
sensitive to our policy needs in Iran and appreciate the . !
importance of maintaining a close adjustment of resources
to policy. 1In addition to the Embassy and the Country
Directorate, S/P,PM,EB and SCI {n the Department of State and
several offices in the Department of Detence coatribute to
the process of policy formulation.

Though the basic decision establishing our arms policy
was taken by the President following his meeting with the
shah in 1972, the Country Direccorate dssisted in elaborating
operational policies for application of the directive to Iran.
Coordination with PM and Defense iu close. P P

The Ambasgsador PB(IDN&ll{ makes a significant input im
the continuous procesa of policy formulation through his
cunduct of relations with the Chah and the Government of
Iran and through his analysia ar:i recomrendations to Washingten '
in telegrams and during consultative visits, : R TR

The Country Directorate plays an irpnrtant role in
coordinating the various lnputﬁ in tha policy formulation ~
process. The new Director gives evidence of the same . -

"mensitivity to policy issuen and the nead for timely d.ciltoul
on policy questions as his prede essor. Illustractive of the .
Country Directoratc's initiative in this yegard was the )
preparation of a revised contingerncy plar covering tha questios »
of the Shah's demise o3 remnval ond the ¥ind of policy choices
that might face the US in such an eventuality. The draft {s
currently under study by the Embassy for its comment and Caw *
contributions. Another example of close Embassy-Country . i
Pirectorate cooperation on policy formulation is the series.:
of exchanges betwsen them on proposals for developing tha ...
Joint Commission on Cooperation with Iyan, . N Y

Some of the most important decisiong affecting our LoE
relations with lran have been made at the level ot'tho =

President, National Security Advisor and s.cretlrx Con

Bureau and Country Directorate are active in the nitlal stages -/

of this process, but tend to receive little information conoera~

ing the decisions once made. Apart from this, communication

and coordination among the participants in the formulation af .

policy have been good, enabling the conduct of our relations

with Iran to procoed in a manner that appears to respond wel}) .

to our shorter term requirements. Howaver, some of the

Vashington participants in thic prccass sre unsasy, given the

@
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magnitude of our steadily growing involvement with Iran in
the military and intelligence field, over the longer term
effects of our efforts. They feel the lack of a long-
range policy which would provide a framework within which to
examine and evaluate the policy implications of the decisions
they are callod upon to make.

Recommendation to Daspartment

1, That NEA instruct its Interdspartmental Group to
undertake a long-range policy study with vespect to our
gelationa with Iran.

Policy Execution

Policy is executed skillfully and effectively. There i{s
excellent coordination between the Country Directorate and
the Embassy in the overall conduct of relations with Iran,
The Embassy and the Country Directorate are staffed by
competent people and have able leadership. )
Coordination with State by other departments and agencies
angaged in policy execution in Washington is in gensral good
but there is room for improvemaent. Treasury has s tendency
to act unilaterally and without consultation, particularly
on international petroleum matters. Our military sales procram
in Iran requires close liaison between State and DOD, but
sometimes consultation is less than satisfactory with DOD
communications going out tao ARMISH/MAAG without appropriate
State clearance,

The Ambaasador-is able to sce the Shah promptly whenever
he raquaests an audience; in addition he is occasionally summoned
by the Palace to meet with the Shah, The Ambassador also has
dady access to the influential Minister Qf the Court, the
Prin.: Minister and other key civil and military officiala. He
has a broad acquaintance among other senior Government officials,
;arlianentarians, business leaders, educators and other members
of the intelligentsia. The Deputy Chief of Mission has entree
as needed to ministerial and subcabinet level officials as well
A seninr military officers, and the Political and Economic
Counselors are well plugged in at appropriate lavels in Govern~
ment and in the private sector. Mission contacts on the whole
are very qoad and cover a broad range of the lranian scene.

In present day Iran the Government is stil) highl

- authoritarian with all major decisions being wmade at the top. -

important substantive quesations and bilateral matters are dealt
with at the level of the Ambassador and the Shah or Court :

- Ministar, teniing to bypass the Foreign Ministry. Inevitably

with contacts and neqotiations being carried out at that level
many of the pertinent communications are highly classified and
receive very limited distribution. The Ambassador makes a -

point, however, of assuring that all of his collaborators in U

the nlaoion nho have & need to know are kopt 1n£or-nd ‘
’ SECRET 90
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The Chief of ARMISH/MAAG, as the seinr US military
officer in lran, exercises .nformal but cffective control over
all the more than twenty US military units operating in Ilran
with the exception of the DAD. MHe acts as the Ambassador's
point of contact with US military activities in the country;
on tone one hand he is the channel for keeping the Ambassador
informed and on the other hand for conveying the Ambassador's
directives to the US military. Coordination is close and
prompt, with the Embassy's Political/Military Affairs officer
playing a key role in the process. The Chief of ARMISH/MAAG
not only sees the senior Iranian military officors on a reqular
basis, but he also meets with the Shah at freqguent intervals.
These meetings are invariably reviewad with the Ambassador
before and after they occur.

The only other uS official who meets with the Shah on
occasiion is the head of SRP. The Ambassador is kept fully
informed of these neetings also, both before and after the fact.
As in the foregoing case, the matters to be raised are carefully
screened with the Ambassador. The SRP Chief also has certain
coordinating and supervisory functions with respect to the
operations of the U.S. intelligence facilities in Iran except
for several where such functions are handled by the DATT. The
Ambassador is kept fully in the picture concerning these
intelligence operations as well.

Policy execution and the conduct of relations with Iran
generally would be facilitated by the creation of some kind of
higa level mechanism to monitor and cuardinate the whole range
of US involvement in Iran in the political, economic, military,
intelligence and technological fields with a view toward
providing policy makers and managers the clearest possible
proture of the ramifications of our various relationships and
their implications for US policy in Iran and elsewhers.

Recommendatxon to Department

2. That NEA explore the question of ensuring cdoquato high
tzvel monitnring and coordination of US involvement in Iran,
As one possibility it might wish to coasider the feasibllity
of .nu Agsistant Secretary's convening the NEA 1nt¢¥- .
dep.rtwantal Group to handle tha task. ‘ . o

seee

The USe of kevources to Accomplish ob;ocgiv-g e e

The Anbassador and the Deputy Chief of Hislton pxovide
vigorous and effective overall direction to the management of
the *i1gg.on's ragources, They also encourage a close and
coopirative working relationship between the Embazgy and the
Cunnaiates in Tabris and Khorramshahr. The latter receive good
support and quidance from the EBmbassy, and Embassy officers’
recognize that frequent vigits to the conntituont posts are
desairable. -

Pnlftical tcporting is genetnlly of hlqh quality and
timaly. There are, howevar, gaps in the Bmbassy's coverage
of cw tain Pt' glenents thnt are plrticularly ditficule

;A/Hf
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vf access tn tran Hoch as the military, raligious leaders and
prlitical opponents of the regime. As noted below, senior
management is assisting the Political Section in seaking ways

to resolve the problem. Thare is also a recognized need for
more analytical reporting, and in recent months the Political
Section has undertaken the preparation of a series of reports
dasiarned to remedy that situation. Both the pnlitical and
Economic/Commerciul Sections suffer from the very high incidence
of o;fxctal and private visitors who take up the time of their
staffs.

The Economic/Commarcial Section performs with a very high
deyree of effectiveness in meeting the dramatically increased
demands for economic reporting, commercial services and
business counseling of visjitors as well aa in handling pnlicy
questions involving petroleum ard related matters. The Sectionee
and indeed the Mission as a whole--is well alerted to the
importance of opportunities for U§ uxports, :urnkey projects
nnd technical assistance.

Consular activities are capably managed, The Consular
Section is looking for ways to make the present visa operations

" less labor-intansive.. Also the workload on ity havd-pressed

ataff could be eased by moving the obtention of lraniap exit
visas to the Administrative Section. General Services work

has been marred by r ig}ed sypervision and by insufficient
controTs_over the activities of noIE JSEAITAN-7MEYfvan

subBTATRate personnel. Uudget and Fiscel activities are

" effectively planned and executed, although a long-standing,

American complement position.vacancy has left the BiF Section
short~handed, Personnel mannqement is competent, and the
personnel unit is aware of the need for improved welcoming
activities and house-nuncinq assistance in oyder to bring
newcomars rapidly into productive activity. Shared administrative
suopport services are fairly apportioned and widely appreciated.
sacurity operations, including the activities of the Marine

_becurity Guard, are in good order. The Communications and

fecords Section is effactively accomplishing its miassion.
sufrering extremely cramped quarters, the post is generally
making the best use possible of the space avallable while

waiting for urgently needed new office construction. Some
measurep which might improve this space utilizarion are
recommanded in the Memorandum on Consular Operations. A

capable Tranian staff givea good support to the post's wmanagemant.

Senior manigement at the post is seeking ways of applying
ragonrces to the best advantage in several problem areas in
tne political and intelligence fields. Iranian society is
sssentially closed, and it resista penetration beyond a :

" certain point by outsiders, The Ambassador and his prtncipal

advisors are keenly awars of gaps in the political information
collaction effort and of how comparatively little is known sbout
what goes on below the surface. Foraign contact with dissidants
is not only discouraged but can, if pursued, bring adverse
reaction from SAVAK,..the omnipresent Iranian Becurity Servioce.

. L
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One focus of continuing concern relates to information
about the political orientation and activitier of the Iranian
military, a very sensitive area. Although thure is extensive
contact with the Iranian armed forces through cur ARMISH/MAAG
and Technical Assistance Pield Teams (TAPT), information of
the quality and quantity desired has yet to be obtained.

This is obviously a matter that has tc be hundled with the

utmost ciccumspection and discretion. At the direction of

the Ambassador and, with the cooperation of the Chief of )
ARMISH/MAAG, a more systematic end-of-rour briefing program

of selected MAAG and TAFT officers hasz been jinitiated. 1t

is too soon to know how effective this will prove, but meanwhile
the Embassy is actively searching for other approaches to the '
problem.

Another important area that deserves scrutiny for ways
to apply post resources more effectively is that of youth,
What public dissidence there is comes from youth, and the post
has recognized that its contacts with youth leave something to
be desired. The Embassy's Youth Committee proposed early this
year the institution of a “"youth think tanx* composed of junior
officers to brainstorm the probdlem of what should be done to
get closer to Iranian youth. More pressing matters prevented \
the group from meeting in March, and it has not yet assembled.
There would appear to be considersble merit in gh;a idea uhicn ¢
should not be allawed to drop without a trial.

The prospect of thousands of American enp!oyccu Qf private.
contractors and their families arriving in Iran over the next
few years has prompted the Country Directorate and the Embassy
to give thouyht to waye of softening the impact and lessening
the inter-community frictions that are likely to result and
that, if ignored, could generate anti-American santiment. .
Hany of the newcomers will never have bean abroad before and
will face difficult problems of adjustment and cross cultural
communication. Opening of Consulates in Isfahan and Shiraz
is intended to help ease this situation, but the problem is one
that the companies themselves should be addressing in the U.§,, .
tefore their employees are sent to Yran. A few companies ALS,
consulring the Country Directorate or the Embassy about .
employee orientation and arc receiving advice and assistance’ A
However, the matter is potentially serious enpugh to wagrant -

a more comprehensive and systematic appreach. e R
EEUEE |

In the programs of two US Goverrment agencies there may .
be room for improvemcnt in the way resources are being used, . ,
Soma USIS activities may not be in phase with the chnnginq
realities in Iran and the opportypities they present. At 'a
time when the Shah {s emphasizing decentralization and provinqxul
development, USJS is continuing to devote its attention and
resources almost exclusiv.:ly to the capital. There is reason
to believe scme of its acrivities in Iran have reached the point
¢f diminishing retusns as reyards thelr relevance and uscfulnass.
Or. the other hand new possibilities foy effective action, such

i.} @« » -
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' as the establishment of a Bi~-National Center in Tabriz, appear
| to be arising elsewhers. A careful reappraisal of the URIS
: program in Iran would socem to be desirable.

a The Peace Corps program in Iran could also benefit from

i a similar review. Some of its activities seem to he St
. marginal and some of its voluntears underemployed. A study

S of the adequacy of local support arrangements in the light of

: the GOI's vastly increased financial resources would alsa .
o appear ta be indicated. Cnbae

Racommandation to Post

3, ' That the post convoke the proposed “"think tank” of .. ..,
junior ofticers to examine the problem of what could be done
to establish more effective contact with Iranian youth and to
make recommendstions on the future course of tha Enbassy ¥outh :
Committes. :

o

Recommendations to Department

* 4. Thet the Country Directarate study the question of .
ensuring that American employees of private contractors in lrnu .
and their families receive adequate and timely orientation on
the problems of living in Iran. The Country Directorate should
sesk to devise arrangements for alerting company executives to .
the desirability of such an orientation program and for
providing to the extent ponalblt appropriate Departmental

s
1
B R

YWY

advice and assistance. One avenue to explore might be the S
poseidility of using FEI resources, perhaps on a xolnbutlublq A
basis. e
! iwd
' 5.  That MEA urge USIA ‘to undc:tuk- a tonpprni.ul of thq et g
LSS program in Iran with a view to determining whether its . ..
reaources are-being ytilized ta the best effect and, if not, . .
vwhat changes could usafully be made. TV

L 6. That NEA urge the Psace Corps to undertake (a) a C
K . review and reappraisal of its programs in Iran with a view to ;.
" determining what changes may be deasirabls to make ths programs
mors responsive to Iranian needs and more affective in meeting |
Peace Corps nbjectives and (b) a review of the level of luppott :

- . givan by tha GOI to the Pesace Corps programs to ascertain ’
“ . ' whethes, 1n the light of the GOI's vastly increased financial

i . rescurcas and its suprort arrangsments for UN volunteers, an.

sppruact. should be made to the GOI on the question of
' nubusnntinlly xnctoautng 1:: con;ribution thq prograul.

s S
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U.S5. Government Resourees, Iran
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POST

Tehran

Tabris

A7PERDIN 1Y -

Res.vrce Implicarions of Inspectors'’ Reccrmerndatice.

DELETE . " ADD
= Construct two annexes
to chancery in FY 1976.

= Construct new Commercial
Trade Pavilion in FY 1976

= Construct replacement
buildings for staff
apartments and Marine House
in FY 1978

- 1 FSD/k Market Research
o!!icor

-1 DOD—Funded FSD/R
.Assistant Personnel Officer

- " = Open Wew Consulate in
< S - Isfahan .

e - 1 P8O Po-ition for
v Isfahan -

- 1 PSO Position for Shiraz

- Sell "point- - Construct Residence

Ffour® Compound quarters for Vice Consul in
South Wing of Consulate
building.

TP £ R S 1

= Reprogtof 2 Positier
No. Sﬁ.v” .o Consatar
Bectivn to Adran Sectiof

- Relocate Consulate in
Shiraz

- Transfer two Officex
Pcsitions to Shiras

~ Transfer one officer
pesition to Isfahan
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SOUTH AND SOUTHWEST ASIA:
NEW POLICY PERSPECTIVES

Summary .

The context for U.S. policy in South Asia and
the Persian Gulf has changed in important ways since
1971, when events altered local and world power
balances. India and Iran have emerged as the pre~
dominant political/military Jactors within their ‘
respective sub-regions; the oil-producinq states of
the Persian Gulf have acquired economic and financial
power disproportionate to their size and state of
development; the U.S. need for Persian Gulf oil has -
grown; Gulf politics has become linked to the Arab-. .
Israeli situation; South Asia and the Persian Gulf
are interacting more intensely than at any time since
decolonization; and there are faint signs of regione .-
alism. The great power context has changed since .
the U.S. rapprochement with China and the British :
withdrawal from the Gulf. U.$. relations with India:-
deteriorated, but our military relationship with the: -
Gulf states has intensified; the USSR has treaty - " .-
relations with India and Iraqg, and the superpowers .-
are increasing their military involvement in the - . .ri: -
-Indian Ocean. 8Since the 1973 Arab-Israell war, new.. i.Juul
alignments within the Arab world and U.S. disengage=:.. .. ;-
ment diplomacy have weakened the Soviet position im .- :.::i
the Middle East. A limited community of interests & id..:
has developed among China, Irnn, and the U.t. in tht‘ [
‘region. I

L..,

Trends in the Area lugqelt that these new geo~ ... &
political patterns will continue for some years into i !
the future, with potentisl friction between Iran and. .. .
Arab states in the Gulf-and between India and Iran,
in addition to the longer-standing frictions within %
South Asia and the Arabian Peninsula, and between .. ,is:i:u’
Iran and Irag. Political instability in both sub~ . -
regions could attract intervention by thae larger PN
regional states and by great powers. Iran, Iadia, .i&3
and possibly Pakistan may achisve a modest but . .. . .&- ..
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important arms production capability, and arms trans-
fers within the area may become mors significant,

The tucure policy environment will bear some
resemolance to a two-pillar system, with each pillar
{u geaputitical alignment with a different super-
poweyr. iHdowever, there are complicating factors:

the economic power of Arab oil producers, our need
f. . »audi Arabian o0il, and the effect of our involve-
meat Ane the Arab-Israeli dispute. Except for oil
prices and production levels, trends in the area
soem to be more favorable to our geopolitical interests
than Soviet interests.

Oour basic interests in the area are stability,
limiting Soviet influence while avoiding a confron-
tation with the USSR, and access to Persian Gulf oil
and gas. In addition, we want access to air and sea
routes and ports, and to investment and trade
opportunitiss, and we want to encourage the oil pro-
ducers to use their excess revenues responsibly. 1In
South Asia, we desire that no outside power have dis~
proportionate influence. We accept Indian primacy
and are prepared to live with the present degree of
Soviet influence in India, and we maintain a ban on
the transfer of lethal defense equipment to India
and Pakistan., In the Persian Gulf, we want to check
Soviet and radical Arab influence while protecting
our access to the region and its oil. We encourage
regional cooperation for security, led by Iran and
Saudi Arabia, and sell large amounts of defense
equipment and services ta friendly states. In the
Indian Ocean, we maintain a small naval force at
Bahrain and make pericdic visits with forces from
our Pacific Fleet, and we are axpanding the facility
at Diego Garcia to support more sustained operations.
Toward South and Southwest Asia as a whole, our policy
is one of avoiding direct military involvement,
though we have security treaties with Pakistan and
Iran which could be activated by a Soviet threat,

The most seriocus threat to our interests is
pdlitical instability, which could lead to local. .
conflicct, the fall a1 triendly regimes, and greac
power confrontation. Related to this is the threat
to traditional regimes from Iraqg and South Yemen.

The escalation of laocal conflict ip a danger even .i... ..

where governments are stable. OQur interests could

3
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also be thrcatened by a failure to resolve the Arab-
Israeli conflict, by resource diplomacy, and by the
hostile use of new finan:ial power. Th: Hovicb throat
to our interests is indiregt, except in iocal | ’
situations which might invite Soviet interventiun

in support of friendly political fcorces,

After considering alternaie scratygies, we con-
clude that we need seek no involvement with South
Asia beyond economic and technical assistance to
contribute to internal stability and promote commerciai
access. We should avoid doing anything that would
place us in confrontation with India, such as the
resumption of lethal weapons transfers to Pakistan.
Paklistin can aot match India even with our help, and
our support for Pakistan would simply drive India
closer to the USSR and give it additional motivation
to develop an cffcctive nuclear weapons capabilitey,
For similar reasons, we should look beniynly on any
improvement in India-China relations, China's
greater stake in Pakistan will make it the primary
non-regional geopolitical actor there; our interests
do not require a matching level of political-military
activity in Pakistan. In the Persian Gulf, our
support for Iran as the dominant power must be
tempered by our need for good relations with Saudi
Arabia. Singe Iran is capable of dctendini itself
against any regional threat, we shou t our
futore military saleg and assIstance to Iran to
systems which do not add a significant new military
capabIlity to the Gulf, and should make this Tléar— @
to the Saudis and the Soviets. We sHfould éontinde '
offéTing expinded economic/technological relations - 7 - -,
to the oil producers, and should encourage their -~ :
support of moderate Arab atates, We should give ‘' *
diplomatic support to the settlement of rsgional ' !
disputes, and shculd continue working for an Arab- >
lsraeli peace. B

In the region as a whole, wa should avoid more’ "’
active military involvement and further political/
military commitments, As long as geopolitical trends
in the area continue in their presently favorable '
direction, we should stand back from regional dip-
lomatic maneuverings, while encouraging oil producers’
to assist less fortunate atates, especially in South

SECRET
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Asia and the Arab world. We should give our blessings
to regional economi¢ integration, while recognizing that
it is not likely to lead to political or military
integration. We should not make sharp changes in

our naval presence in the Indian Ocean except in

direct response to overt Soviet moves. In the longer
term, we should do what we can to minimize Iran~India
frictions, since a conflict between the two would
endanger the stability of the whole area and invite
U.S.-§oviet confrontation.
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IRAN REACHLD FOR POLLK:

TU.sL PGLICY

IMPLICATIONS fur

SUMMARY

The Shah and his nation recgained their long-iost
self confidence in the 1960's. 7This coincided with
an increase in the resources tor national power
within Iran, and changes in the external environment
which offered opportunities for the expansion of
Iranian influence, Between 1965 and 1971, Tran moved
decisively to make itself the dominant political-
military actor in the Persian Gulf, to replace the
British, and to deter the incursion ¢f other outsiders.
Siace 1971, Iran has expanded its foreign policy
horizons, using its oil and financial bargaining
power and its preeminent position in the Culf to *
become a diplomatic force in the Arab world and South
Asia, Iran's leading role in the oil price increasp
of December 1973 was intcnded not only to suppert = |
its regional ambitions, but to make Iran a factor in '°
world politics and economics, a leader of the Foucth '~
World, and a state whose vioys must be taken sgriously:
by the great powers. ' o R

i

« J oo I on i

For the United States, tha new Iranian role .
creates both immediate and potential preblewms 1n'oil
pricing and production leve}s, possible intprventiomisw,
an arms race in the Persian Gulf, and Saudi i1cseatment.”
At the same timc, many of Iran's rccent moves have ' 7
been supportive of our diplomacy in the Near East and'f
South Asia, and Iran has generally supported moderate *f
forcos in the reyion, In the broader geopolitical i
sense, thare is a limited byt important community of
intercsts among China, Iran, and the United States = =
in South and Southwest Asia, where all three desire ' 7
to limit ‘Soviet influenco., Jran is the keystone in @ “#
this arch of “containment". Given present trends - *%
in the arca, prospects arc good for the con;iuuatiop'~ﬁd, *
of this arch, but it could bg endangercd by Iranign = ¥
adventurism, The task for U.S. policy is to restrain iR
Iran's rcach to those goals which are both achievable ¢
without U.S. military involvement and consonant with <& -
U.8. interests in other area statas. y CERE ;:'
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THE_EVOLUTION OF IRANIAN POWER Y

A History of Humjliation

After the Safavid Revival and the Conqgueror
Nadir shah, Iran entered a period of decline from
which it did not emerge completely until a decads
ago. Forcign troops marched across its landscape,
foreign officials determined government decisions,;
large parts of Iran's terrjtory were lost, ethnig -
groups were manipulated by outsiders, and the
country was divided into sphcres of influence.
After the failure of the constitutionalists to gain

-decisive control of Iran, Reza Khan brought a new

dictatorship from the throne, reasserted central
government control over the trites and the provinces,
and started the economic and military modernization
that could frec Iran from external interference.
But he was removed from the throne by the British
arnd Russiang in 1941, and Iran again became a zone
rather than a country, its armed forces defeated '
within hours, its territory occupied and used as a' '’
trangit route to Rugsia, Only U,S. and U.N. pressure
and wily Iranian diplomacy removed foreign troops
from Iran in 1946. ‘ St
\, The reaction to these humiliations was inevitable.
The nationalist movement gaiped strength, and seized
on the privileged position of the Anglo-Iranian 0il
Company as the symbol of foreign exploitation of Iran,
The National Front, hcavily influenced by Connunists,
challenged the S8hah's control of the Government and
Iran's military forces, and pearly won. Put back
on the throne with American assistance, the Shah
began at last to assert his political authority,
breaking the left with his U.S. trained military and
security forces, But the memories were bitter;
vestern control of the world oil industry had neacly
bankrupted Iran after the 1951 nationalization, the
Shah's survival dependaed on foreign support, and
Iran's integrity depended on the presence of U.S. '
personnel and security agreements. Accepting the -
temporary need for U.S. military and economic assistange
to build a self-sufficient Iran, the Shah sought to |
concentrate power, and looked for ways to free Iran
of its dependence on foreigners.

[
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The turning point came in the early 1960°'s,
Having broken the left, the Shah challenged the
right with land reform and social mndernizatxon,
and won in a bloody confrontation in 1963. A growing'.
world economy increased the demand for Iranian oil,
and the 1954 consortium agreement increased Iran's
returrn on its oil exporks, giving Iran the means to
finance both economic development and military
modarnization. The stage was set for a more docuivo
Iranian external policy. :

14 . 4 o8 P .
Changes in Iran's External Epvironment Y

The Shah had feared radical Arab pationalism °
at least since the Iraqi coup of 1958, and was "' .-
disturbed by Egyptian intervention in the Yemeni
civil war (ftcr the 1962 revolution. The failure
of the U.S, to support Pukistan in its 1963 war with vy
India convinced the Shah that he could not rely on <4
U.8, military support in a regional conflict. Thesa .
events gave him more than adeqt.ce motivation to -
build up his military forces, diversify his sources '
of supply, and defuse threats where possible. In ° .
1966 the U.S. agrecd to sell P-4s to Iran, introd
a new level of weapenry into the Persian Gulf, and Ry
giving Iran a dominant military position after S
deliverijes began in 1968. The 1967 Arab-lsraeli way . .
further demenstrated the need for a superior military ’
force in a poteatially hostile Arab environment.

N

ER
v

Ths most important changes involved the great! =
powars who had long inhibited Tranian foreign poliqgn L
Iran's 1962 declaration that it would not' allow - 1 ,
foreign missile bases in Ilrap was enough to sllow ? -‘ '
normalization of relations with the USSR, freeing
Iranian forces from the Soviet border. The Shah .
anticipataed the British withdrawal from the Gulf and A
redirocted his diplomatic and military activity to «=co
establish a pre-eminent position chqrc! giving up i
Iran's claim to Bahrain as unfeasible, but nego~ -IFiL
tiating for the acquisition of Aby Musa and the - =i?
Tunbs. The growth Qf Iran's vital oil revenues Qﬂ.‘“j
an attack on an oil tanker in the Bab-al-Manded ¥ '&
further convinced the Shah that he must protqct 0411‘3
oil lifeline out aof the Gulf, ,
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l; new diplomacy of sadat, the expulsicn of Soviet
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The Nixon Doctrine, first revealed in 1969,
reinforced the Bhah's belief in military self-reliance,
and the detents that came later appearud to him tg.
release Soviet energies for interference in the
Middle Bast. A1l signs pointed to a continuing need
for a military force superior to any other in the
area, and the conviction that Iran could not count ~
on external support. At the same time, Iran worked .
to defuse the Soviet threat through barcer deals,
exchanging Iranian gag for Soviet military and

: o:?n ¢ aid, encouraging a stable Iran-USSR relation-
ahip. . .

’ -l———m”l' 1 and : "’-‘“, R ‘ :n ) :..’l' in
Major changes since 1971 have increased Iran'y foss
.. potential power and opened new diplomatic options.
.As the British withdrew from the Persian Gulf, Iran
. occupied thres islands and made clear its view that
. non-Gulf states should stay out. By propounding the
- doctrine that the littoral states were responsible
for Gulf security, Iran veinforced its own dominant ~
. -position. While Iran's proposal for a Persian Gulf
,uecurity pact has made little progress, its position
. on Gulf seocurity has been endorsed by the U.6.,and

“ Iranian forces are now opax-tinq in Oman as the :L:;t‘

congrete exapple of Gulf aecurity cooperxation,

i

;f . The Indo-Pakistan war of 1971 broke Pakistan '

_as a sarlous rival to India and forced Iran to turn
"ita military and diplomatic attention sastward, firat
‘axvending an umbrella over Pakistan, planning’

litary installations in the southeast, and declu:i.ng,

. an Indian Ocean role for itself, and later by a
rapprochement with India. The dcath of Nasser,

. advisors from Egypt, and the new alignments within  °
. the Arab world that preceded the Octcber war

" attracted lranjan interest and greater support for :
the Arab cause. Th. war itself showed the vulner—- -y
ability of Israel and the new effectivenass of thq;;‘*
Arabs, snd Irxan moved qnicxly to adjust to the new '

3
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Iran also reacted promptly to great power
realignments, normalizing relations with China ana
other Communist states. Soviet treaties with Eqypt,
India, and lrag, and the Afghan Coup, caused a -
renewal of Iranian fears of encirclement, but sub~
ssquent events in Egypt reduced lranian cosncerns in
that direction, and Iranjian concerns about Soviet
influence in India and Afghanistan have declined, .- -
President Nixon's visit to Iran in May 1972 gave ! -
Iran a psychological boost, raminding the USSR of
U.S, support for Iran, and leading to a lesa St
restrictive U.5. arms sales policy. The massive -/
arms deals which followed signaled to all the lranian
intention to maintain military superiority in any
situation, and a scorched-sarth speech by the Shah
suggested that Iran would not hesitate to defend - , :u:y
itself vigorously against & Soviet attack, = Conat

4

i

ot

v o L. PRt

0il Power o
Iran had not torgoté;;'lt-‘iilentnnnt of foreigm

" interference and western control over the world oil

industry. Taking advantage aof {ts greatly improved - :u
bargaining position, based on its political stability, :
economic success, and regional importance, Iran 4 . i
1973 achieved the final step in'its seizure of . 1: us

complete control} over its o1l industry, reducing the .. '

consortium to a purchaser. New horizons opened up ot

. a8 & result of oil demand and price trends, the Arab -~

.

oil embargo, and thu increased unity of OPRC. The n:ia
oil price increase of December 1973, in which Iran' .. .3
played a leading role, was not only an attempt to =
become rich and escape the poverty syndrome forewarj. :i:
it was also a challenge to the developed world's - . 1.
monopoly of economic and po )
which had already achieved an important regional . » i
rolc, saw a chance to become a factor in world = .A «(3
politics, a leadsr of the emerging Pourth World, i 6..:u

e

and a state whose views must be gsken into aceoumthl.. . .

e adr b

by the great powers, " o
: o3 LA PR N ]
With this new wealth and powéx has' Come an wWa#® yi.u
precedented opportunity for' Iran to influence its ;Ii:s
external environment. Using its oil and money, Iran: -i
has sntered into major economic agreements with India,
Pakistan, Egypt, and 8yria, and %nur ones with ;
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Morocco, Jogdan, Sudan, and other atates., Through
these deals Iran has supported Arab moderates like
Sadat, Hussain, and Hassan, encouraged a split between
6yria and Iraq, helped dcfuse Indian concerns about
Iranian support for Pakistan, and reminded Pakistan
that it must be careful in secking options to Iran,
while gaining access to ieeded raw materials,

consumer goods, and skilled manpower, Iran is also
giving military assistance, not only to Oman, but

to Jordan and Yemen. Iran has becaue, for the first
time since the anciant empires, an important political
factor in hath the Near East and South Asia., The ’
most threatening of Iran's potential enemies ~ Irag
and South Yeron - have been isulated, and Iranian
rivalry with India has been pat opn ice. At the same
time, Iran has given Egypt, Syria, sand India options
to dependence on the USSR, and has contributed to a
weakcring of the Soviet position in the region.

IMPLICATIONS FOR THE U,S,

fome aspects of Iran's new confidence and
assertivensss create immediate and potential problems
for the U,5., most obviously the o4l urice issue,
The Iranians will fight hard to prescrve the increase
in income and bargaining power that new oil prices
have given them; more than any other oil exporter,
they have both domestic and forcign uses for the
money. Iran might well reduce production rather than
accept a decline in oil prices, and a large reduction
could be damaging to the United States., Iran's
military superiority jn the Persian Gulf, its concern
about radical Arab forces, and the political fragility
of some Arabian Peningula states has created an ;
Iranian‘propensity to intervene which could result
in a confrontation damaging to our relations with
the Arabs. The arms race in the Gulf, sparked as
much by Iranian acquisitions as by any other factor,
could lead tc the rapid escalation of local conflicgts,
increased great power involvement in the Gulf, and
new generations of weaponry in the Arab-Israeli
complex., Iran's military power - and its superior
attitudes -~ may cause growing Saudi resentment, ang
Saudi pressure on us to yestrain Iran.
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At the same time, many of Iran's recent moves
have been supportive of our diplomacy in the Near
East and South Asia. Iranian assistance to Egypt,
Jordan, and Syria helps shore up their positions
against radical Arabs and separate Syria from lraq.
Iranian assistance to India gives it an option to
the USSR - one we can provide only to a limited
extent - and Iran's assistance to Pakistan helps one
of our allies. Generally, Iran has used its maney
and 0il to support moderaie forces in the region,
and has contributed to the isolation of radicals.

In thc broader geopolitifal sense, there has
developed since 1971 a limited but important community
of intervsts anong China, Iran, and the United Statces,
witin Pakistan « link in the chain. There has beun
talk of a Peking-Islamabad-Tehran axis, and Soviet
criticism of Chinese support for CENTO, along with
the usual Soviet criticiswm of U,S. and British use
of lran as thceir pawn in the area. While the “axis”
is hardly formal or without frictions, China, Iran,
and the U.S5, clearly share interests in limiting
Soviet influence in the regiopn, and in the survival '
of Pakistan. 1t is also clear that Iran is the key-
stone in this arch of “containment®; without it, the
U.68., Pakistani, and even Chinese ppsitionl would be
veakened.

Given praesent trends in the region, the proapacts
are good for the continued existence of this alignmept,
to the advantage of the U.S. and the disadvantage of
the USSR. However, the arch could be endangered by

Iranian adventurism, which could lead to a destructive

local conflict with the Arabs or with India,.drawing
in the Soviets on the other side and therxuby .
strengthening the Soviet position. The task for U.S,
policy toward Iran is to restrain lranian ptoclivitin
toward intervention, partxculatly in situatians which
could draw in the U.S. and the USSR, and to establish
more firmly a practice of Iran-U.S. consultation |
before such moves., Trends in tha region are going .
in our diractian, and Iran is an imporcanc factur |
in this; we should not endangur this situation Ly
giving Iran a blank check.

-y
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Chief Inspector Herbert F. Propps May 27, 197¢
Ambassador lielns

Post Mamwrandum for Inspectors

Part 1 - General Conduct of Relaticns with Iran

Despits a few moft spots discussed below, relations betwaen
the United States and Iran remain excellent., POr mors than
two decades wa have enjoyed a special reulationship based on
our shared attitude toward communism and the USSR, & mutual
aversion to instability in the Middle East, and the recog~-
nition that close and cooperative ties serve the intorests
of both countries. The Shah regards the United States as a
strong and relatively disinterestsd power which provides :
Iran with strategic protection from the Soviet Union, with
highly sophisticated weanons and the sxpertise to usc and
maintain then, and with the aconomic, technical and profes~
sional skills needed in the development of his country.

our interests in Iran include its continuance as a stable
and friendly country which plays a responaible role in the
rejion, allows us overflight rights and essential intelli-
gence and military facilities on its territory, and gives
us continuing access to its markets and its oil and mineral
re3lourges.

The Mission'’s efforts are directed toward smsuring that
this nutually advantageous relationship is maintained and
enhanced. The substantial growth in our trade relationship,
our groatly increased participation in Iran‘'s internal
devhlopment and military modernization, and the dramatic
rise in the number of Anericans living in this country
have required an expansion of the Libassy and related
slanents into what is now the largest and most couplex
Mission in {IEA. 1In addition to the traditional diplomatic
aud consular structure, we hove a major military presence
in the forii of our Lepartiwent Of Defernse ruhresentative,
MAAG and Technical Assistance Fiald Ycans (TAFT), a Peace
Corps contingent {(wiich will be phased out this sumner),

a larqge and active Iran-America Socicty, renresentatives
fron the Departments of Ayriculture and Comerce, Drug
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Enforcement Agency and Internal Revenue Service, and some
20 other separate units associated primarily with our
intelligence and military activities in Iran.

Organizationally, we have no important problems. The
authority and responaibility of the Ambassador for all
official American activities in Iran are understood and
accepted by every subordinate element. IJlis control over:
the diverse military units operating in Iran was
strengthened last year by the creation of the position of
Senior Defense Representative who has coordinating
authority over the entire military establishment. The
Dafonse Representative reports directly to and takes policy
guidance from the Ambassador, as do all other agency
represantatives, The Anbassador meets dajly with section
chiefs, weekly with the country team, and whenaver required
with all other U.S. agenciea and represantatives in tha
Mission in order to maintain essential caumunications and
coordination,

The work of the constituent posts, including the new con-
sulates at Isfahan and Shiraz, is guided and supervised

by a consular coordinator warking closely with the DCM. .
Officers of the consulates are pariodically brought to o
Tehran for consultations and conferencesa, and Embassy i
nfficers from various sections pay visits to provincial

posts to advise and assist them. Good telephone connections |,
with all consulates make it possible to maintain & constaat

two-way flow of information between them and the Embassy. o
Relations batween the Embasasy and the Goverpuent of Iran , Z;
reflect tha excellant relationship botween our two N
countries. I have a close and friendly relationship vith aoas
the Shah and scnior GOXI officials, and the Shah is :

accessible as well to certain other dosignated menmbers of N,,;
the Mission. Other officers of the Mission have good

access to Iranian governrent officials and to important e
leaders in the private gector. Thesc contacts, however, :
are not always as useful as we would like because Iranian .
government and society are highly structured and authori-
tarian and all major decisions are :ade at the top. Often
even relativuly scnior officials are not well infortud "
about policies and plans and have little influence on them, .
We algo have difficulty developing sources of information 3
about diasidence and even about attitudes among the

military because of Iranian sensitivities and the GOI's
disapproval of foreign contacts with these groups.
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Part II - Issues and Problens

In addition to the obvious differences between the U.S. and
Iran over the price of 0il and the quantity taken by  the
U.S., Boveral other problems and potential problems have
arisen which must be carefully handled to prevent their
comalarive effect from d\\qw!—w the =ssonticlly sound rela-
LLC":U;‘ oW en Oy ccuntricr st the admoonhere i which
we conduct these relations. In the political/milicary
sphere, Congressional restrictions on the transfer to third
countries of iidav v e yooar susnlita or llcense? by the
LeSe rooan Lyoreass o Tt ST Ceimnaoa & ivsn's
evolving regional role qujGCLu it tOo pressure fxon its
friends to transfer surplus military equipment to then as
a form of aicd. Iranians se2 our rules on transfers as a
limitacion o thaedr sLiidcy Lo lEY Lhe Fe | odod. Fale 'L
which they feel entitled by virtue of the country's wealth,
powar and level of development. ®While these regulations
are desiyned to ensure that U.S, arms are not used contreary
tuo U.L. interewts and must be enforcued, therc L8 consider=
able room for improvement in the manner and speed with
which we respond to Iranian requests.

Iran's cash-flow problems have led to a much harder look
by the GOI at the cost of defense equipnent and services
purchased from us. As prices continue to escalate far
beyond contract levals, the Shah and the GOI beqln to lose
confidence in our veracity and our reliability as the
principal source of military supply.

The rapid expansion in the size and geocraphic spread of

the American community in Iran (now estimated at 25,000

and expected to more than double by 1980) at a time of

rising Iranian pride and self-assertiveness posas a potential
threat of incressed inter-cultural fricrics and incidaents.

An informal poll of Iranian attitudea toward the increasing
foreign presence was conducted by the Embassy recently to

try to aain some inaightg which viild heldeo {n minimizing
potenty 1 difficul..en,

There are several nagging problems in the economic and
corurercial area which Mr, nruu‘r an! Wi o €€ are pranared
Lo Jlrodal. aawe Dorat 3 e rauilic wL Cuac.. aruesuent
with the GOI on repayment of Iran's lend-lease debn of

$35 million, despite high-level intervention by the Embassy
qoing hack several vears. Conarasgions! criticisn of Iran
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for not paying this debt can be expected to increase, and
we understand that future Ex-Im Bank activity in Iran may
be linked to this debt.

Activities of the U.S.~-Iranian Joint Commission have not
progressed as fast or as smoothly as we had hoped because
of (a) the slowdown in Iranian financlial commitments for
approved joint projects; (b) U.S. unwillingness to pay part
of the cost of many projects and the total cost of some
others; and (¢) questions about the status of the highway
advisory team now in Iran and of future U.S. technical
assistance teams operating under USIRJC auspices.

A third problem concerns the status of our Trade Center

and its director. The Ministry of Poreign Affairs continues
to adhere to the view that the Center should not be an
integral part of the Embassy and that its director should
not have diplomatic status, and we and the Ministry of
Economic Affairs and Pinance have been unable thus far to
get the MPA to back down. Unless we can obtain a contianua-
tion of the Trade Center's current status or something
closely resembling it, there will be serious repercussions
on U.S.-Iranian coomercial relations.

Hr. Provencher wishes to discuss several administrative
problems with you and your team but I would like to high-
light one here which has plagued the Embassy for almost 20
years. As the Migsion has grown, the Chancery building has
become totally inadequate to meet our office needs. Plans
for expansion of the Chancery have been approved for a
number of years but no real action has been taken, In
July 1975 the FBO advised us that construction would begin
during FY-1977, but that seems unlikely in view of the
current freeze on construction of new buildings. Meanwhile,
the efficiency and security of a number of Mission elements
are hampered by their having to occupy inconvenient and
make-shift quarters.

ADCM:HMills:ls
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WITHIN THE CENTO FRAMUWORK. IRANIAN OIL WILL BE OF INCREASING IMPORTANCE
TO THE FREE WORLD.
2. (S) US SECURITY ASSISTANCE OBJECTIVES.

A. HELP IRAN MAINTAIN AN ADEQPATE AND RESPONSIVE MOBILIZATION
BASE .

B. ENCOURAGE ACTIVE PARTICIPATION IN PRO-WESTERN COLLECTIVE
SECURITY ARRANGLMENTS.
C. ASSIST IN OBTAINING NLCESSARY RIGHTS, AUTHORIZATIONS, AND FACILITY
ARRANGEMENTS FOR US AND ALLIES AND DENY THEM TO OPPOSING US INTERESTS.

D. HELP IRAN ESTABLISH AND MAINTAIN COMBAT AND LOGISTIC SUPPORT
FORCES CAPABLE OF MEETING ANTICIPATED DEFENSE TASKS.

E. ENCOURAGE CLOSER REGIONAL COOPERATION AND RESIST COMMUNIST

INFLUENCE.
F. ENHANCE US ACCESS TO MAJOR SOURCES OF PETROLEUM.
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3. (S) THREAT. THE THREAT TO THE SECURITY OF IRAN IS VIEWED AS 5. (8
TWOKOLD: EXTERNAL - PRIMARILY IRAQ AND TO A LESSFR DEGREE THE SOVIET A.
UNTON AND AFGHANISTAN; AND INTERNAL - POSSIBLE DISORDER CREATED BY NECESS,
TERRORIST ELEMENTS AND/OR TRIBAL UPRISINGS. THREAT IS AS PERCEIVED BY COUNTR
THE HOST COUNTRY. WITH S(
4. (S) CAPABILITIES AND LIMITATIONS. APPLIES TO ALL THREE SERVICES. D MOL
THE IMPERIAL IRANIAN ARMED FORCES HAVE BEEN ABLE TO MAINTAIN INTERNAL IN ORDI
SECURITY AND COULD DO SO UNOER MOST CONDITIONS SHORT OF NATIONWIDE DISRUPT
DISORULRS. THEY COULL NOT HALT SIMULTANEOUS EXTERNAL ATTACKS FROM TWO AND ITS
DIRLCTIONS OR STIGNIFICANTLY DELAY AN ATTACK BY A MAJOR POWER. IRAN IS PROVIDE
CAPABLE OF HALTING AN ATTACK FROM IRAQ, BUT FACES POSSIBLE LOSS OF B.
PART OR ALL OF THE ALLUVIAL BORDER AREAS BETWEEN IRAQ AND IRAN. WEETING
IRANIAN MILITARY FORCES WERE RECENTLY BATTLE TESTED IN DHOFAR, BUT PROVIDE:
THEY STILL LACK TIE DEGREE OF PROFESSIONAL MIDDLE LEADERSHIP AVAIL- THE 1Al
ABLE IN MOST WESTERN FORCES. TIHEY ARE PRESENTLY EMBARKED ON AN MEAPONRY
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INCREASE TUFIR CAPABILITIES. . WIS )/
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) RECOMMLNDED SECURYTY ASSISTANCE PROGRAM

GOI REQUESTED SECURITY ASSISTANCE IS WHAT IRAN CONSIDERS
ARY TO MEET ITS PERCEIVED THREAT. IRAN IS FACED BY SEVERAL
IES THAT ARE SUPPORTED BY THE SOVIET UNION AND ARE EQUIPPED
OPIISTICATED SOVIET ARMS. IRAN BELIEVES IT MUST HAVE A STRONG
DERN ARMED FORCE CAPABLE OF DEFENDING ITS STRATEGIC OIL INDUSTRY
ER TO MAINTAIN POLITICAL AND ECONOMIC STABILITY. THE POSSIBLE
TION OF IRAN'S OIL INDUSTRY AND ITS EFFECT ON THE UNITED STATES
S ALLIES IS A PRIMARY RISK THAT THE US MUST FACE IF IRAN IS NOT
CO WITH THE MEANS TG MEET THE PERCEIVED THREAT.

THE IMPERIAL IRANIAN AIR FORCE (ITAF) MUST BE CAPABLE OF
G THE TUREAT POSED BY HIGH PERFORMANCE AIRCRAFT. IN ORDER TO
E A MEANINGFUL DEFENSE OF THE HIGHLY VULNERABLE OIL FACILITES,
AF MUST BE EQUIPPED WITH SOPHISTICATED AIRCRAFT AND AIR DEFENSE .
RY. FURTHER, THE IIAF MUST BE CAPABLE OF SUPPORTING THE IMPERIAL
N NAVY AND THE YMPERIAL TRANIAN GROUND FORCES. BECAUSE IIAF

HAVE ONLY EIGIT MAIN BASES AND HIGH DENSITY OIL FRODUCING
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AND SHIPPING FACIL”‘I?.S ARE CONCENTRATED IN THL SOUTH, REFINEMENT OF
IRAN'S ALR DEFENSL CAPABILITY IS VITAL FOR ITS NATIONAL SECURILTY AND
ECONOMY .  THEREFORLE, A RADAR NETWORK WITH AN UPGRADED COMMAND AND
CONTROL SYSTEM FOR EARLY WARNING AND CONTROL OF ALL AIR DEFENSE AND
TACTICAL AIRCRAFT 1S PLANNED. F-16 AND F-18 AIRCRAFT ARE NEEDED TO
ENHANCE COUNTERAIR, INTERDICTION, CLOSE AIR SUPPORT AND NAVAL AIR
COVLR. AWACS (E-3A) AIRCRAFT ARLE NELDED TO ENHANCE COMMAND AND
CONIROL CAPABLLITY AND ASSIST IN ATTAINING/MAINTAINING AIR SUPERIORITY.
AMSTS ARE REQUIRED TO IMPROVE THUE FLEXIBILITY AND RESPONSE TIME FOR
LOGISTYC AND ALRLIFT SUPPORT. P~3 AIRCRAFT WILL BE USED FOR AIRBORNE
SEA SURVEILLANCE, PATROL AND ANT! SUBMARINE OPERATIONS IN THE PERSIAN

GULF, THE ARABIAN SLA, AND THE INDIAN OCEAN.

C. BECAUSE OF TUE RUGG:D TERRAIN IN IRAN AND THE INADEQUATE
TRANSPORTATION NETWORK, PROJECTIONS FOR IMPERIAL IRANIAN GROUND FORCE
(11GF) EQUIPMENT REFLECTS THE NEED FOR ADDITIONAL HELICOPTERS, AS
WELL AS ADDITIONAL AND IMPROVED GROUND MOBILE EQUIPMENT AND ASSOCIATED

WEAPONS.  THE TIGF MUST MAINTAIN THE CAPABILITY TO DEFEND THE -_J
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COUNTRY 'S BORDLERS AND THE STRATEGIC OIL FACILITIES ON TERRAIN NEXT TO

THE IRAQI BORDER AGAINST THE THREAT POSED BY LARGE NUMBERS OF SOVIET
BUILT TANKS AND ARTILLERY. ARMY AVIATION MUST CONDUCT AERIAL RECONN-
AISSANCE, FIRE SUPPORT, ANTITANK WARFARE, LOGISTICS RESUPPLY, MEDICAL
EVACUATION, COMMAND AND CONTROL, TROOP AIRLIFT, AND SUPPORT ARTILLERY IN
COMBAT .

D. ALL OF IRAN'S OIL IS EXPORTED THROUGH THE PERSIAN GULF, AND
MOST OF THE COUNTRY'S IMPORTS ARRIVE THROUGH THE PERSIAN GULF, THERE-
FORE, TRAN'S ECONOMIC AND POLITICAL VIABILITY REQUIRES SECURE ACCESS TO
AND FROM THE PERSIAN GULF. THE DEVLLOPMENT OF A MODERN DEEP WATER NAVY
IS OF KEY IMPORTANCE TO IRAN TO PROVIDE SECURITY FOR FREE COMMERCE IN
TUE PERSIAN GULF AREA. THE HELICOPTER SUPPORT SHIP, ASW HELICOPTERS, AND
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UNDERWAY LOGISTICS CAPABILITY FOR MORE DISTANT AND HIGHER ENDURANCE
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E. THOUGH IRANIAN ARMS SALES ARE SCRUTINIZED BY THE DEPARTMENT
OF STATE AND DEFENSE, AS WELL AS CONGRESS IN SOME CASES, THE US HAS
GENERALLY PROMISED TO MAKE AVAILABLE TO IRAN A WIDE SPECTRUM OF CON-
VENTIONAL MILITARY EQUIPMENT. CURRENT PROGRAMS i.e., 1-HAWK, F-4,
F-5, AND F-14, TAX THE AVAILABLE TRAINED MANPOWER RESOURCES OF THE
1IA, AND THEREFORE, IRAN'S ABSORPTION CAPABILITY. FURTHER ACQUISITION
OF COMPLEX EQUIPMENT, i.e., F-16, F-18, AWACS, SUBMARINES, ETC., COULD
POSE MANNING PROBLEMS. AN ADDITIONAL FACTOR AFFECTING THE ABSORPTION
CAPABILITIES OF THE IJA IS THE CULTURAL DIFFERENCE BETWEEN IRAN AND THE
US ATTITUDES TOWARD COMMAND AND CONTROL, JOINT OPERATIONS, LONG-RANGE
PLANNING, INTERNAL COORDINATION, PRIORITIES, AND OTHER FACTORS THAT
APPEAR ESSENTIAL IN WESTERN THINKING HAVE NOT YET BEEN FULLY ADOPTED
BY THE IRANIANS. SOME OF THE PROBLEMS ENCOUNTERED IN THE IIA'S
MODERN1ZATION PROGRAMS STEM FROM THESE DIFFERENCES. ALTHOUGH THE
PRESENT GOl BUDGET INDICATES A DEFICIT, IRAN APPEARS TO HAVE THE
FINANCIAL RESOURCES TO MAKE PROMPT PAYMENTS FOR WHAT IT ORDERS. ___J

DISTA:
37 A S
ORAFYERTYPED NARE. TITLE. OF FICE STMUOL. PRUNE & OATR SPECIAL INSTRUCTIONS

TYPED NAME. 1ITLE. OFFICE 5YMBOL AND PHONE

et ettt

V1 BIGNATURL, IECUNl" CMSSIFICA'"QN 'y . ""‘O F, ~ !
D z,ﬂ.Ji i

bt
™
3
DD DRG] 1 73 REPLACKEL PRLVIOUS EDITION WHNICK Will. BE USED,

[N TR AP0 INTe—Sr0978

L VRVTRE vy

RELEASE M

o



STEORTT LAt bPEarion

hica - -y pes . g

JOINT MESBAGEFORM stcker - MOFORIY
PAGS ORAPTIADE  PMLCICTVI] L AF | Coank . Cic O MELBATE CINTEAICOMMUNICATIONS CENTER BRLT |

AeLtasianmt  act] oo DATE - Timit OeT L]
08 3’ PP PP 5888

. NOV {76
a5k L WESSAGE NANDUING TNEVAGETIONS
FROM: —}
T0:;

PROGRESS TOWARD SELF-RELIANCE IS INDICATED BY PHASE-OUT OF SOME TAFT
POSITIONS, AS WELL AS BY AN OVERALL PROJECTED DECREASE IN TAFT PERSONNEL.
NO SIGNIFICANT REDUCTION IN O&M SUPPORT IS PRQJECTED BECAUSE OF THE
ADVANCED EQUIPMENT PROPOSED FOR THE IIA DEFENSE STRUCTURE. A COMPETENT
DEFENSE ESTABLISHMENT SHOULD RESULT FROM THE PROJECTED PURCHASES AND
SHOULD SUPPORT US OBJECTIVES STATED IN PARA 2. AT THE PRESENT TIME, AIR
DEFENSE RELATED ITEMS OF EQUIPMENT APPEAR TO HAVE THE HIGHEST RELATIVE
PRIORITY; HOWEVER, DEVELOPMENT OF AN OVERALL DEFENSE EsTABLISM\ENT 1S

THE PRIME OBJECTIVE OF THE GOI AND EQUIPMENT WILL BE INCORPORATED AS IT
BECOMES AVAILABLE.

WORKING PAPERS

NSTR:

ottty T PP e verr ot morerorry v
MPTIRTYPED WAME. 51706 DFFICE SYMEO.. PHONE & DAIE

e Ty |
SPECIAL INSTRUCTIONS

sttt

SECURITY CLASSIFICATION

T MOFORN

)D ,22%‘;!0 173 HEPLACES PREVIOUS EDITION WHICH WilL 8E USEO. & &PO! 1874—080428

121



»

-

e St

- e~ e

. meaningful deterrent to protect Iran. In the first two
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1. Significance of Iran to United States Global Policy and
Ragional Objectives. .
- :

A broad bipartisan United States consensus that Iran - L
is of special importance to us in the protection and fur- :
therance of koy United States national interasts has ex- Sy
isted for nearly 30 years. Our relationship at first was :
narrowly based on geopolitical factors, but now encowpasnses e
most areas of inter~governmental and private sector concarns. :
There are currently before us a number of issues which could 4»”$
cause gserious friction, but the following national intorests ¥
remain unchanged. . . o [

== Daterrence of Soviet ambitions: A mutual interest in T
deterring the expansion of Soviet power and influance,
particularly xn the Middle East, has been and remains the = .:
bedrock of the relationship. Iran's propinquity to the
Soviet Union, historical experience of Soviet expansion

and strong anti-comnunist leadership has led to views which
dovetail with our global policies first enunciated by
President Truman.

":

SIS SR e

We have both gained great benefits in connectiun
with this shared interest. The United States was, ard is,
the only western country capable of providing an ultimately

decades of the postwar era, Iran was essantially a re-
cipient of United States assistance and advice and,

sxcept for its membership in CENTO and the provision of
various intelligence and military facilities to us, played

a clearly backseat role. This situation has chanrged.

Today, as a growing regional power, Iran has the financial
strength and is rapidly daveloping its military capabilities
and influence to do much more itself., It can play an inpor-
tant independent role in the Middle East, South Asia and the

P~
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-- Access to lIran's unique geopolitical position: W: have
no fully satisfactory alternative to two of the uses we make
of Iranian territory. United States intelligence monitoring
operations there provide crucial information on Soviet
military operations, particularly missile development, and
Soviet adherence to SALT. United States overflight rights
provide us with the most direct and satisfactory air link
between Europe and countries to the east of Iran. In
addition landing rights have been important for our air
surveillance of the Indian Ocean and the Soviet border
areas.

-= DProvision of petroleum for the United States and its
alliesr Even though Iran has been & prime mover for higher
oll prices and has ignored our represantations on this matter,
it provides an important amount of petrioleum for the United
States and crucial supplies for our allies: over eight per-
cent of United States petroleum importa; over 16 percent of
those for western Eurcpe; almost 24 percent for Japan; and
almost 70 percent for Israel. Despite the inherent tension
in this buyer-seller relationship, Iran has been a dependahle
and secure source of petroleum. Iran did not join the
1973~74 Arab embargo of petroluem sales and continued to
permit shipments to Israel. Iranian leaders have frequently
reiterated that Iran will not join politically maotivated
embargoes. - .

-~ Furtherance of regional stability and develooment: United
States policy for the last several years has been to assist

and encourage Iran to become a regional' power which would

assume limited security responsibilities and play a generally
more active role supportive of our mutual interests. Iran

has accepted this role--for it was consistent with the Shah's
view of Iran's key position in the area--and has used its
military power {(in Oman), its financial strength (lcans to
India, Pakistan, Afghanistan, Egypt, Jordan and Syria) and
its general influence to help resolve regional disputes s
¢resumption of India-Pakistan relations and resumption '~
of Afghan~Pakistan dialoque.)

. ‘

.
Iran is the only regional 'power which has been able Mot
to develop close and confidential relations hoth with the ., ;
Arab controntation states and with Israel. Iranian leadey- .,.
ship has remained in close touch with United States nego-
tiators, has counseled moderation, has encouraged Sadat

.x
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and Asad to take steps toward peace, and at a key point
of the Sinai II negotiations (under which Israel gave up
oil fields in occupied Egyptian territory) reitcrated
Iran's policy of remaining a reliable oil supplier to
Israel.

Finally, as the strongest power in the Persian Gulf,
Iran is secking a collective security arrangement with other
Gulf countries, although traditional suspicions are likely
to prevent its realization in the near future. While we
recognize some potentially necative featuras for our inter-
ects, on balance Iranian~Gulf Arab security arrangements
would probably be a plus for us.

-~ Maintenance of bzneficial economic, cormercial and
cultural relations: In 1975 the United States edged out
Cermany &s the largest supplier c¢f civilian goods and
services to Iran's burgeoning market. United States non-
military sales to Iran in the 1975-1980 period shoula total
over $20 billion, which would result in a kalance-of-paymcnts
surplus for the United States of $8-10 billion. (Military
sales will approximately double this surplus.) United Stoces
firms continue tc move into variocus joint undertakings in
Iran and investment totals roughly $500,006,G600. The Ex-Im
Bank exposure (loarns znd guarantees) in Ir:n is about $1
billion. The United States - Iranian Joinu Zconcnic Cown-~
mission has open2d poientially useful coopzrvative links

in such diverse areas as nuciear and other “orms of energy,
agriculture, housing, manpower training, tr«nsportation

and science.

Cultural ties are extensive, including some 20,000
Iranian students studying in this country and over 50
United States universities with ties to Iranian institutions.

II. Iranian Political and Ecconcmic Situation

Political: Two related facts dominate the political scene:

the unquestioned pre-eminence of the Shah, who makes all major
and many minor dzcisions, and Iran's political stability. 21l
indications point toward a continuation of both of these for
at least the years immediately ahead.
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The Shah, who has 35 years of experience on the throne,
has the loyalty of the broad mass of the populace, particularly
in the rural areas, and the full cooperation of the armed
forces and the intelligence/security apparatus, as well as
the support of an extremely able group of civilian technocrats.
Undoubtedly a numher of Iranian intellectuals and technocrats
are apolitical, having opted out of the political system, or
are passively resistant to the Shah's authoritarian rule.

Many religious leaders and their followers also do not accept
the present monarchy or its reform policies. However, organired
open opposition to the Shah's’ leadership and policies is
restricted to small terrorist organizations. Thz active
terrorists, who come from the extreme right and left, pro-
bably number under one thousand and have the intermittent
support of another one-two thousand. The terroristscarry

out. clandestine propaganda and assassinations {(the latter
including six Americans in the past three years). The
terrorists do not appear to have attracted much support for
their political goals, which include the overthrow of

the monarchy.

Government activities concentrate on wide-ranging
economic and social development programs; the strengthening
of Iran's armed forces; and a reform program known as the Shah-
People Revolution. The latter, which has been underway since
1962, started with a large scale land reform program. Newer
activities have to do with areas such as illiteracy, health,
government corruption, local courts and public participation
in the ownership of private industry. A potentially important
decentralization of administrative power from Tehran is also
now underway.

An assessment of Iran's longer-term (5-10 years) pclitical
stability is by its very nature more difficult. For thirty
years, especially in the last fifteen, a very traditicnal
society has been going through as massive a social and
economic change as in any country in the world. The results
of these changes--an exponential increase in the number of
educated Iranians, including thousands cducated in the United
States and western Europe; large~scale urbanization; a modern
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economic infrastructure side by side with a more traditional
backward agricultural ‘'sector; and rising expectations in all
sectors of national life -- will become apparent and poten-
tially more disruptive and destabilizing. During this
period, much of course depends on the Shah's longevity.

The dissolution of existing parties and the formation
in 1975 of a single political party--more accurately, a
broad political movement--are a recognition by the Shah
that a degree of political participation is necessary
and some decentralization of decision making will be
required. The massive economic and social development
projects also represent an effort to meet rising demands
of the pecople.

Economic

Although important strides have been taken in the last
decade to broaden the economic buse, the Iranian cconomy
renains overwhelmingly dependent upon petrcleum and natural
gas production. Together, they contribute 85% of the Iranian
Government's revenues and 98-99% of foreign exchange ecarnings.

The general outlock for tlie economy is good. Foreign
exchange reserves at fiscal year's end will be roughly $7
billion ard import earnings will remain at the $20-22 billion
level in 1975 dollars. World capital markets are open to
borrowings by public and private Iranian entities; at the
moment, however, Iran invests in and lends to foreign states
more than it borrows abroad.

Iran's sixth development plan will cover the years
1978-1983. The Government intends that by the end of that
period Iran will have laid the industrial basis for sustaired
and diversified economic development in the face of declining
oil export revenues (the result of a desire to conserve limiced
0il reserves and increase the domestic use of petroleum in the
manufacture of fertilizers, petrochemicals, and other oil-de-
rived products).
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Iran's ability to achieve its goals will continue
to be hampered by a serious shortage of trained manpower
at all levels, but particularly in the skilled and semi~
skilled worker and middle-to-lower management levels.
The current development plan (1973-1978) is likely to
be only some 60% realized when it termninates; a sizeable
portion of the shortfall is probably traceable to manpower
shortages and transportation bottlenecks.

Iranian leaders are in a race to estaklish a strong
diversified economy responsive to peoples' needs and a
new political base before the country’s oil reserves ara
seriously depleted in the early 1990's. It is no easy
task and success cannot be takern for granted.

I1I. Current State of United States Relations and Policy

United States -~ Iranian relations are 2xcellent. They 4
rest on thirty years of close cooperation and the broad
overlapping of our national interests in mcst areas of
mutual concern, reflected inter alia in the 1959 United
States~Iranian Agreement of Cooperation ancl Iran's menber-
ship in the Central Treaty Organization cre ated -under our
aegis.

A noteworthy shift, however, has occur.ad in the
balance of the relatioaship during the p
Initially there was a very one-sided rel
the Urited States; a tutelary Le¢atlonsh1p -hxsted through- !
out the 1950s and most of the 1960s. As Iran's econony
boomed, political stability grew, military strength ex-
panded and petroleum income doubled and tripled, that
balance has been changing. Iran is increasingly indepen-
dent, assertive and insistent that its vie:point be considered i
by the United States and others. With the =2xception of oil )
prices, this shifting balance has not caus.d serious dis-
agreements, but it has introduced some malaise into the
relationship on both sides.

The centerpiece of Iranian foreign policy under the
Shah or any likely successor will continue to be fear of
Soviet expansion at Iran's cexpense. The Shah knows he
cannot replace the United States as the ultimate deterrent
against this threat.
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Nevertheless, as a new.Administration assumes power,

the Shah will carefully assess our actions on our bilateral

relations, but also in the larger context of whether they
signal significant shifts in United States regional policies
and in our determination to counter-~as he sees it~-~continuing
expansion of Soviet influence and power in the area and the
world. He has expressed strong concerns over the lust year
or two as to whether the United States will remain a reliable
ally and has long-term staying ability. Thcic concerns have
been compounded by growing public and Congressional criticism
of Iranian arms purchases and of alleged Iranian practices

in' the field of human rights, which the Shah considers un-
justified. The Shah will be scnsitive to the style and
manner in which we handle the various issues between us and
to attempts to bend Iran in our direction on these differences.
If he concludes, rightly or wrongly, that his concerns
presage shifts in the United States-Iranian relationship

in areas he perceives as important to Iranian interests,
he is capable of making adjustments in his policies which
could be detrimental to our interests, however self-defeating

‘this might appear. . ;
IV. Major Issues - ‘ (A

. 4 fom N

-=~ Sales of military equipment: Using oil income to develop
a large military force equgppea with the most modern arms

- is & high priority Iranian goal and one particularly close

N

to the Shah's heart: Por him, continued access to United
States military equipment, technology, and sexvices is of
paramount importance. Although Iran buys some equipment from
other countries, a very large percentage of its purchases comes
from the United States (over §10 billion since 1970), Iran
prefers United States sources and is accustomed to favorable
United States responses to most ~ though not all - of its
requests. In recent years, that normslly favorable United
States response has been based on the United States policy
that, "in general, decisions on tha acquisition of military
aquipment should be left to the government of Iran.”

There are currently three large Iranian requests under
study by Btate and Defense and awaiting Executive Branch
decisions 140 F-16's (a purchase of 160 has already been
approved); 7 E-3 AWACS's; and 250 F-18L's. If the requests
are approved, they must next be submitted to Congress. .
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Iran seems to un ~3ranG chit no decigicr. 411 Le ¢
coming on these witii aicer January 20,

Tha Shah's ambitious military development plans, hig
traditional access to the equipmenc he wants from Unsted
Btates sources, and our pulicy of nocc atrtempting for the
ROSt pasrt to yainsay Iran's military peedy have made cur
military relacionship with Iran & leading taryut of arms
control advocutes in Conjrass. A significant chunge in thas
policy of forthoomingnesg would, howovser, entuil & definite
risk that the shah would countesr with actions aguinst our
militazy and intelligence asrets in Irtan and very prokably
ol cur ¢conom. Wi ecirt e tal Interusts . welli., Moruov. o,
& pul.cy ¢f curbialint of militely sades would in soma
spuciiic casey w2t un invidious comprarluon betucen what
we were doing for Iran and what the Soviets vacy doing foar
their client Irai,., The cuastion woul? al .0 .risc as Lo
whather a policy of greatcr military salos r..craint ducs
not pose inhc¢cent cuncradicrions in our long-standing policy
ot huildinyg up Iran as & bulwark against easy 30v10t expansion
into the ure.

- Petrolvun Pricess For the past three ycaxl, Iran has } o
a lead{ing advocate of higher oil pricea. Tven thush alees
havn ‘ust been increased by 5-10 percent at th: Dobia Lipg
m3cting, we Can wepert Yran tu sewk further j.creasos. lrxan
has regularly replicd neoatively and often sha, ply to Unitad
States apreels Foo no dnevceascs, argadng Dovo o alia thot sanar
prices arc noecessary tO Create econiinic 1:.5e¢ntives toc thu
industrial countries to begin to develop alter:ative sourcad

of energy as world oil viserve “deolina. e have takan echid up
frequently with th: Shah but in the fuce ot aetermined eppiaitie:
to our point of vicw, we hav ot suaght teo upse what (leve £age

we have == such uu durvanu ur -lelaying drus sales =« judging
that such actions vosid i v/ achieve the intetded ovleGuan

und would be count y-rroduct: oY in Qther aveas. This is wnyz
issue on which th.: ~H¢h will HinNIe~m;ndnu.y follow his own
intercstyg, which he sce3 as waicimization of curgant incom:

while *that de :cuoabiiz.  fu that connzction, it is potgwarthy
that 1lr-n's otf-take will beygin dropping aiqnifi;&ntly in the
late 1950's.
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== Human Rights: The human rights situation in Iran is
very broadly perceived in the United States, even arnong
individuals and groups frienaly o Iran, an» unsell HRVIRTIN
This consensus, taken touycther with lagislative provizions,
could reduce our flexibility in dealing with Iran and
create friccions in the relationshiy,  Ancthoy mova

recent aspect Qf the probict is e alluvalion et LaVill,
Iren's security organization, is exercisiug surveliiafice
over Iranian students in the Unived St:ter and Carryving out
A variecy ot Jl1te Y acavatie, Irivhoa b 0 b aee
in‘the flrst instinCe that Liky mélies i conenlics
domestic affair, but alco that the greab sirides maue in
rncial and economic raiaghts in Ivan are insufficiont’y
approciated obrowd and that che preotpoent of the polaticas
oppositicn is grogsly anqgur4tgd and mx,\nLuLhLouu il et
United States.

At

Lonqer Tovm 1ssues - - o

In the )onuer term, Yran's sssertive independence
and imperial, authoritariap systen could lead to incressing
diveryencivs in onr respect:ive Lolicivs and 86 raus: othor
issues., Among the guestions which wiil have to be monhitored,
carefully are: (1) will Iran's increasing Arab tics briug
about a weakening of the Iran-Irraeli rclationship; (3) will
Iran's 1DCIBPbing military powey teppt it to intervene
~unilaterally in the affaivrs of othor lersian Gulf states;
(3) will Irarian arms acquisition in fact prompt an arms
race in the area; and (4) will Iran take an incrcasingly
strident position in DC-LDC, North~South isoues.

Vv, Human Rights Considerations

‘

Iran is an authouritarian state and also-one which follows .

special legal procedures in connection with crimes involving

state security. Both facts have led to internuaticnal criticicms,

but it is on the Iranian hondling of those charged with stat.
gecurity crimes that most criticisms are concentrated. Theru
have been reports on human rights in Iran from Amnesty Inter-
national and from two obscrvers from the Internacional Com~
mission of Jurlsts.

LI
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AllegutiCne jelated to the legal system have genccally
covered tuv tolluwing subjects: the authority ot SAVAK
officials to fu.ction us milatury naglstrates with govard
Lo Curluall Giliatooy; oG puanuer ol cevple pached up followiac
ajlecod SLLLe swCarity iucidulis; the Clall that sulie ul thusc
Chiasyed WILh ©L.TC tecurity CLiacs are heid several months
wirhout formz! chacyes Naving been Med? of aCcessS to count il
providad; the detention Of an uncnown, nuaber of “"politicul
prisoners®; the aalueged wse 0f torture cr other harsh treatizens
@guionl such pe 2y the facr that 2ll such cases ure tried
oo litars v L, Gsueily oL e and Soveiines Withost
Ga e be ©ULT L L, Lah thio Fete Tl L£agt O gpptal Deun
SAVAR wng wilituly COurt dWeelsiCus 1 iavatud.

&

The Governncnt of Iruen has disputed muny of these
charges und defonucd 1ts uze of gpecial proredures in
securily cases. The generael line followed has been chat
Crin€s against ficlonal secur.ty are sufficigiatly serious
aad thelr zerroetratora 3ufficiently ruthless co warrant
spuclal proeccdcrcs. Noted af relevant in this heve Loeea
Jran's truditionally highly centralized state authority,
its historic coucern with comnunism and ocher onposicion
moveirnants, and current terrosist activatics.,  Whae Governmsit
Of Iran has alse nnted favirabnle outside corments about its
regalar court and penal systumg, but has added that, whenr it
is tho raygime itsclf that is threatened, it dues not beliwvve
1ts normal civil and criminal courts should be used.

VI. Conaresgional Attitudes toward Iran

We belicve that bipaertisan consensus on the importance
of Iran to our national intercsts continuves on the Hill, par~
ticularly in the Senate. But increasinyg concern has baen
expressed ovar the last year or more over Iran‘'s role in
highcer oil prices, the extont of Iran's wilitary purchases,
possibl~ {rrecsponsible military action in the future--especialiw
post-Shah-~, and Iran's observance of human rights. This concscn
cculd ¢« arge as opposition to specific arms sales proposals
{rom the liberal side of both louses. It is most likely to
produce real debate over the F-18L request, if and when ic is
asubmitla2d to Conjress.
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THE DIRECTOR OF CENTRAL INTELLIGENCE

WASNINGTON, D. C. 20808

intelligence Community Siaft

26 January 1977 -

Jack C. b.klos, Esquire
Charg€ d'Affaires, a.i.
Arerican Embassy
Tehran, lran

Dea Ir. Miklos:

Ambassador Little, in his letter of August 9, 1376,
informed Ambassador Helms of the conduzt of FOCUS Iran,
describing its nature and scope and invitiug participation
o’ the Mission. 1 am picased to advise you that FOCUS Iran
"> now completed, and I include tne original copy of the
final report for your inform:ition and use. . }

. L N

The FOCUS Irun reporl is a comprehensive one. ke

r t+d during the -onduct of the review that, and this is

iected in the report, Washington interest in Embassy
Tohiran was exceptionaliy high. Since the interests of
pelicymakers and analysts are so vast and varied, we beljeve
that a limited prioritized list of items of nationsl intellf-
gence interest could be helpful to you. Ambassador Little
will provide you such a list in the near future.

“ou wi'l note criticism of the reluctance of the
YAAG to provide avai.able informatiob to Intelligence
Conmunity representatives in Tehran so that this information
can get into national :ntelligence channels. I am told that
the situation is now much improved; however, we do plan to
discuss this with appropriate officisls in the Department of
defense. This situation varies from one missicn to another,
but this is the “curth occas.on in which the prooslem has
surfaced in FOCUS reviews.

7T 664uge
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Since its beginning two years ago, we continue to
£ind FOCUS helpful to those of us here in Washington
concerned with reporting from sbroad. We hope to extend
the value of these efforts to overseas missions which .
have such a key role in the overall national intelligence
process. FOCUS Iran has heen helpful to us; we hope it
can be helpful to {nu and your country team, I invite
your comments on this FOCUS report either now or after
you receive the follow-on package from Ambasssdor Little,

If you see &ny way in which we can strengtlen our
support of your Embassy, pleass let us know,

Sincerely,

E. H. Knoche
Acting Direg¢tor

Enclosure: i
- FOCUS Iran

:
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Muman Kasouicus Cornimicie

ASSESSMENTS SUECOMMITTEE

FOCUS Iran

Atrgched a:ze tle findxrgs of an interagency review
of repcrting by the varinus elerernts of the ln;cll‘gen;e
LT abu ctne o dep rimesty rd ageidae Tean
Jlh ceviews of re[01 ing frum cverseus nxssxons are

Cunuuutﬂd by the Human Resources Committee with a view
te cnhaning the cffective management, cocrdinstion, and
Citton OF cerorting programs 1n beth the field and
sashingte  luvel.,

e TADND revivw is in tin puarts. Part 1 dssesses '
the substanee of reperting, 1 ¢, , it adequecy, apprapri-
atentss and timeliness, and its rvaponsxvencls to the
frfhrmat nonec's of Wahirpron poallcy officers and the
intetiggeace Cornannetys Tho Reporting Assen  ment ts
wrinten by the Xationsl lntnllxgence Officer conterned -
on the basis of an interagency seminsr in which intelligence
analyats -4 pn b nfficern participare for thesge aspects

i it L A ° ) Thse L f'* ot K'\‘s»)‘n,‘J, M
provision is madu tor uxasenting views to be recorded.

Part i, the tctian Review, (1) examines reporting
pro~iess and cppovetunities sdentif{ied by or aris.n, out '
of the Reporting Assessment and (2) develops agreed or ’
recommended follow up action. Its ohjectives ?n so doing  ~
nve o suggest uay« of impraving coordination at the
basiom,Ten Sevel and poovide information and findings !
avsigned to assist Ambussadors in the overall supervision
of field repc:ting programs and resources. The Action
Review is based upon an Assessments Subcommittee discussion
of written comments provided by Washington reporting managers,
and an examination of the Reporting Assessment against the
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SECRET

bickground of past activities of field reporting elements,
the reporting eavironment involved, the adequacy of
reporting guidelines, and related matters affecting the
utilization, management, and coordination of field
reporting programs. .

The Human Resources Committee wuuld welcome comments
. or suggestions regarding the FOCUS program.

1
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THE DIRECTOR OF CENTRAL INTELLIGENCE

WASHINGTON, O. C. 20608

National intelligence Officers

& Novembder 1976

MEMOFANDUM FOR: Ambassado: Edward §. Little, Chairman
. Human Resources Comittes
FROM David H. Blee
National Intelligence Officer for
the Middle Epst

SUBJECT : Part I, Reporting Assesssent -- POCUS Izan

1. Introduction. An interagency seminar vas convened on 14 Octoter
1976 under my chairmanship to consider the substance of reporting from our
Mission in Iran -- its adequacy, appropristeness, timeliness, and responsive-
ness to the information needs of Washington policy officers and the Intelli-~
gence Community. Over forty persons participated, representing several
bureaus 1in State, the NSC Staff, USIA, DOD/ISA, various offices of CIA and
DIA, the military services, NSA, Treasury, and the Intelligence Compunity
Staff. A list of participating offices is at Tab A. The seminar dis-
cussion, which forms a principal basis for this report, lasted some three
hours and followed fairly closely the extensive agenda found at Tab B.
Ambassador Helms has been invited to participate in the POCUS exercise, aud
Lt. Colonel Patrick, my assistant, will discuss POCUS further with the Mission
in Tehran in the near future. Ambassador Helus' comments and suggestions -
will be considered most carefully, especially in the next phase of the FOCUS
Review,

2. General Comments. No attempt has bsen made to summarize the dis~
cussion of all the agenda and other topics; inctead, I have chosen to high~-
light selected issues, particularly some that suggest & need for followup
activity either fa the Mission or hers in Washington. Im discussing
information topice and current snd prospective reporting, ve have tried to
consider in at least a general way the priority of the informstion conceras
and their impact on the US and its programs.

¢



3. Generally speaking, rerortiny frum the Mission cn wost topics
18 very satiefactory. Many of the information and analysis problems which
do axist stam from the naturs of thae Iranian power structure. Since the
Shah 1a close tu pelig an arsoiute moaarch, 1L ds Imortert a2 ac yraln
what he reaily thinks, as distinct from what he staies for the tenciit ot
purticular sudiences. Reports of discussions thet Ambassador Helms and
other high-ranking American of {icials have with the Shah are helpful in this
vegard, psrricularly vhen they include subjective commer's hy the reporter.

4. Regronal Concerns. Reporeing on Iren's relations with most of fte
neighbors has been good, not only frem M.ssior Tehran, but also fram the U.3.
Mivegeps Te o gns Sthes antrien For rw. rr'e, verzoriney as Sk teTeoniag
r@latioss has Levn L Jelient, althaugh expanded coversye of nilata, B
discusaions sdout atonounic concerns and Tutusl security arrangemunis whuld
be ugeful. There has been axtensive repcrting on lrsuisu relations with
Otan, and quice udeguare coverege of relucions with the countries of 3o..%
Aci8, Asg & longer vange lssce, on-gaing Mission assessment and Analysls o
this subject of Iranisn coacerns in the Indian Ocean srea would be welcorie.

5. Two speclal con.irip are ABrael and o oag. Vv enkenn.e 00 e lugr
participants i chat Mission reporting from Tehran provides sn sdcquate view
of Isrssii-Jrsnian relations. This relationship will continue to be an
important sublect and one on which ipforrarion 48 most resdily obtained from
the Irenisn side,

6. Our problems in asmessing Iranisn-Iraqi relations sre complicatud
by the ebrences of an Embaswey o Laghdad: this necessirates relying ve-v heavily
upon reporting foon the Miwsacn {n Tran.,  Thers was excelldnt cuveraar during
the period of the Iraqi-Kurdish fighting, but current Teporting is sparse cven
vegarding tae Lruniaa side of the egration, Tt was su cecred thar we uold
conpansate £or our exioting technl.al ¢ollectice limizatican an. uur Lcavy
reliance in the hunan resource aves on infornation provided by SAVAK by
incrsased Mission analyses of lraqi-Iranian relationships.

Yo A mure basic cobcern, volced by a nurhes of vepuriing users, wa
that Washington does not have a clesr perception of the Shah's long-range
objectives, For axample, why is he acquiring such a vest array of sophisticated
military hardware? The Shah states that adequate defenses against Communint-
equipped Iraq ere cerely precautionary, yet the placement of new bases suggests
other interests. In 1985 when oil revenues from Irvanian production have
peaked and his ofl rich naighbors are just across the Gulf, what does the Shah
intend to do with his acctumulated weaponry? WIl1l he still claim and demonstyate
concern for the stadility of the arca? Or will he have cuatabilizing ob ec~
tives? Expanded country-team efforts to assess the Shah's long-range

e
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obiectives and to identify long-torm trends in the Perulan Culf region
are needed as well as a peiallel stress on analysis smong the Washingtor
community.

B, Otler f.:eign Relat’ons. The Misslon ham given hign sricricy to
watching the develcpment of relatieorsnips with vhe Soviers and has done a fina
inh In reporting on this subje t. On Tranfan forefgn relaticna :ensrering in
crrerals s pestlorms velred by purticipants fnstudeds (1) & weed for
ashigrsd veer te ajree to & Icvron regulatly updated priorfiy Listing of
Mi<slon rejorting reeuire~encs; (2) che value of reporcting on resctiors from

@ Vet nl sorroas co Ineleding middle-lovel civeramencal a~- yeer --

: Y g reL,anz oo toantieeds on Ao amied wieh rhe sane Legne
cArteaatic and et :lldgenie 1dadson chartelsy ard £3) rhe require-ert for
fuller Mission reperting of Iranian economic, scientific snd dafense
relatiorsating with France, the UK, and all the ESC countrias. U*ate and

wher arene e followirg fnterraticnal parcotics -atters algo urged ircreased
everting on narcotics trafficking by all sppropriate elerents of tre inbassy.

[

9o BTt el Mwlut ors with by . Crusideranle dim-uations enrve!
abrut the tremtndous volure of official and uncfficial bilateral arvangenents
between the United States and Iran and the problems and possibilities that
thess present for U.S. policymakers and for intelligence specialists. On the
one hand, as stresmed by the NSC Staff part{cipant, thoussnds of U.§. con-
tractors .naduct b.sines; with the [ranian Government, if:dependent of estabe«
iished channels hLefore the U.S, Government has che chance to review its policy
implicat{ions. This constitutes & xerious policy problem for the USG. On chv
orher tAard, ttere are thousands of esr hlfshed, non-officiul -Americans o
fran, vha repcesent a signific«nt reporting potential, but the Mission lacks
personael to umizrrake 4 systenstic eforg to exyloit rhase assels, '

10, Domestl: Situstion. Kot only do we need furrher re’lectiocus on
«hat is behind the Shah's words and actiens, but also additional information
and field analysis is needed as to how decisions ara formed and vho e

i nentfaY fu drple—eting them. T this rezard, ft {9 partfculariv 4= Lrtanc
th know whal sublent. ..oe withinld fron the Shah and the degree to wiich
reports to him ave doctored by his subordinates. To what extent do suczh
practices warp his perspective, isolsate him, and imperil his regima? It should
be noted that saveral recent Embassy airgrans -- cn decisfon making, the 135

top people around the Shah, and the top military officisls -~ represent the
kind of reporting that is particularly helpful. However, State snalysts weve
among those who stated that they do not have adequate informacfon and field
analysis regarding succession to the throne. What ave the mechani~s? tho

i1l be the Jeading actors” How will the Shah'g pet profects ~= including

the economic deve.opment programa ~- be affgcted by his departure?
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" dates are needed. Similarly, we need more first hand information on the grass-

afforts also require sxpanded fmvestigatfon.

11. The blographic reporting program needs to be re-emphasfzed. Whet
is particularly needed is not just Liographic data, but biographic analysis
and fntelligence., Such reparting should concentrate on potentially important
leaders, including senior military offfcers and the key mumbers of the royal
family. Some batter way to :ap the experience of U.S. Security Assistance
Officials and to acquire existing reporting containing information on and
impressions of Iranian military offfcials is one suggestion for allevigting
this weakness. Add:itionally, an effurt must be made in Washington to share
and disseminate within the Intelligence Comnwunity available biographic
snalyses.

12. Reporting on terroriim has been good, although we remain dependent
on information provided by SAVAK. Thera is » continuing need for more first
hand information about opposition elements, While it is a politically
difficult and sgasitive matter for Embassy officials to meet with identified
opponents of the Shah, the Mission should have the widest possible range
of contacts.

13. A bacter understanding is needed of how ordinary Iranisns perceive
their situationa. For exanple, when the anti-corruption and anci-inflation
cappaigns began, the Mission provided good reporting of the seffects of thase
drives on Ivanisn businsssaen. Such reporting has diminished; periodic up~-
roots impac: of the sconomic development plans. Have there been tangible !
sconomic gains st the village lavel?

14, Other matters discussed include the need to obtain a better under-
standing of SAVAK, its internal functioning, policical relfability, and
influence on the Shah. Felated to information about SAVAK ure questions conccra~
ing 1ts methods and the human rights situation in Iran. Reporting from thse
Mission has been quite good, but evep. better coverage (s needed in view of R

o

* continuing Congressional interesc,

‘ 15. Economic Concerns., There s, of course, a wide array of economic
reporting from the Mission, much of it very helpful. The obvious bottlenecks
to lc developnent are being covered well (e.g., needs for skilled man-

pover, ports, etc.). Nore in depth reporting on the industry-wide d.volop-anz
of key industyial sectors (e.g., scteel, patrochemicals, copper) would be
apprecisted. The compatition between the military and the civilian sectors fn
for scarce skilled manpover and the {mpact of such competition on both L
military prepavsdness and the civilian econony requires special reporting
emphssis. Qualitative aspects of manpower and the cflicacy of trafaing

16. The Iranians share information with us regarding future alterns- -
tives to oil as an energy source. Regarding o' pricing strategies, CIA/DDO -

. ceparting is especially useful, as it provides dats going beyond the eo-l.utn .
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of lranian officiale. A Treasury representstive advised that mors informa-
cion from the Nat!...al lraan 04) Company plannars and techatcians would re
uscful, particulorly on plany und strategies for the oil tndustry. Similucly,
deta 1is naedsd on the development of natural gas resarvas and on prospscts

for further exports. Thers has been good reporting regarding the bartering
of o4} to the U.5. for goods, bur bartering arrangemants with the U.X. (ard
others) have not been so adequately reported.  O0il sales and transshipment
data involving lsrsel has been less adequatsly reported since the 1973 war
but 1t 4s still nesded in Washington.

17, Milftarv and S&T. Considerable concern was sxpressed during the
seninar discussions by miliiary analysts sbout the lack of reliabls informs-
ttan within the Inctelligence Communizy about the cqpabilities of the Iranian
armed forcms. EBasic 05 4 TOAL data fa aimply nat avalilsble. Murvover,
appraisais of the _.,litary threat 4nd prevalling regional balance of forcv,
are slso lacking despite the substanria) US military prascuce in Iran. There
has been some good Defense Attache Office veportinc on military training,
and addicional Jdate from U.5. compeniss training liinians cn equipment
provided {e.g., on helicopterr) has been instructive. Better dats is Desded
cn Iranian construction of ports and bases. Unfortunataly, Sec.rity Assistance
Organization training repurcs, trip reports regarding visits to Iranian ba:cs,
and similar data are not now routinely reaching thc (nzcllt;cncu cnnlyozn in
Washington,

18. Excellent reports have been received about Iran's nuclear develcp~
ment plans. Any incications that the lranfians sre proceeding with the develop-
mant of nuclear weapons would of course be particularly important.

18, Most information now svaflable sbout mflftary coproduction or
pussibla third-country transfers of hardware {s that provided by tha companies
themeelves or filed with the Munitions Control Board. We have inadequate
tnformation to allov independent judgments on such saccars. It {s particularly .
difficuly to assess the possible transfer of sophisticaced U.S. tachnology
licensed to Iran. The Mission should continue to monitor reporting oun
milicary production to be sute 1t does not fell becween the militery and
economic reporting sections. o g

20. Consideratons for the Future. A nusmber of suggestions for incress-
ing reporting coverage were raised by eeminar participants. 1 recommend
that they bs considered further by the HRC Staff, fn consultation wich sppro~
priate Washington collection managers.

-~ An additional Embassy officer (possibly a politicsl/
-lllt.ry officer) would be helpful ia sassuring a more systematic
Mission effort to keep track of significant dealings vith the
Iranign Government by U.§. contrsctors and other businesssam. This

)
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Olficer leo might tuhe tiy lead in rhe disfiicg of portodic
COUNLry=tual avsseabuenls ul the significence of the full rauge
of U.§. ectivitics 1n Irau und chelr impact on the Government
of Iran, on the Iranfan citizenry, and on U.S. foreign policy
Ochu.L Vi,

-~ The potentidi of the Security Assistance Organiz«cion

needs to Le more fully utfilized.

Reports uf rcontacts with Iranians,

trailning cepurts, rrip repurts, ond che lilke

vhuald goutiuely be

Meve avallable {0 the DAD and through that (1iicé Lo the Washiagron

.coumunivy.

== Eacholye sledediy, Lcaclars, wissdoLaries, €fc. whe

1ive

;.for & time in lran should be debriefed pericdically on a selocted

basis for information acquired via thelr normal activicies.

Furhaps

the polirical/miditery officer munt{oned above @igi: Jo thot .n

Teusan; CIA/DCR cuvid folluw up A toe tntted States. ¥

A ful) 113; of U.5. busisessmen known to be doing substantial

. busine-s in Ivan should be made available both to the Mission and to

5

;u faterestad ansiysts in wWashington. Analyscts could then be encoursged

. %o use such s regularly revised list as & key to the preparstion of
' " tallored requirements for CIA/DCD collection activity in the United

. States,

; 21,

Prioritized Information Needs.

) The lint alsc would fuctilitave efforts by the Missiun to
. awi W8CP LERGK of U.5, businessmen in lres.

1 will be available tc work with's

your Human Resources Committee to develop & list of specific prioritized
ulquutou aeeds requiring Mission sctention in the wid-cerm future.

CRund 3 Blee |

P David H. Blee
Nationsl Intelligence Officer
for the Middle lapt
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ATTACHMENT B

FOCUS IRAN - AGENDA

1. Evaluation of the substance of reporting on the following significant issues:
A, REGIUNAL CORCERNS

1. Progress toward achievement of sn Irsnian-sponsored mutual security
4t of the Persian Culf littoral scates, Will such & pact ultinately exclude
the US from thu region o fmperil the uninterrupted flow of oil from the Gulf?

2. Sctatus of lranian relations with Saudi Arabla. Does Iran expect sub-
verwion and/or overthrow of the governments of Suadi Arabia or Kuwait within
the foresseadbls future? 1f threatened, would the ATab regimes heed the Shah's
sdmonicions or accept lrenisn aid?

3. Ptfurt: ny the Covernrent of lran Lo preseure Bahrain inco sltering
its position on o. ting MIDEASTICR in 1977.

4. Indications that the Shah inteads to alter .he Iranian presence in
imil == either withdrawing his foices or moving tu make thelr presence pemanwnt.
Wlat 18 the extent and nature of lran's biluteral security tius wich Oman; do
they fnclude policing tie Strait of Hormuz and future joint military cooperscion?
Ts tnere & common policy concerning 'innocent passage" for vessels sntering and
leaving the Gult? Dues lran seak to sstablish a4 permenent operationsl base in
Oman in order to project its power isto sither the lndisn Ocean or Red Sea?

S. Maintenance of the lren~lraq accord of March 1975, Are there any
indications that Tehran 48 reviving the Kurdish wir or pumitting guerrilla
operations in Iraqi Kurdistan to be staged from Iran? 1Is Tatabani's Kurdish
tational Union having any success in recruiting either lraqi Xurdish refugees
st jyanian Kurds? '

6., Status of Iraqi-backed subversionary efforts in Iran. Is Baghdad
providing support for terrorist operations by fedayeen elemencs operating inside
tran? What ie the nuture and extent of Iraqi support being provided to lranian
terrorist groups? 1s Baghded promoting dissidence 4mong the Baluch tribesmen
or Arab inhabitants of Khuziscan?

7. Status of Iranian relations with Pakistan and India. Is Iran still
comultted to the maincenance of the present state of Pakistun? Has Tehran sltered
its policy of abstaining from any direct involvement in Pakistan's Baluchistan
problem? Has Baluchi unrest seeped into svutheastern lrin?

8. Status of Iranian participation in CENTO, the RCD and other regional
cooperation sfforts, .

9. Extent and nature of bilateral irritants between Iran and Afghanistan.
Have there been any significant changes in Iran's aid program for Kabul? Has
such aid had any success in either modersting Afghani policies toward Pakiscan
or diluting Soviet influence in Afghanistan?
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10. Progress toward implementation of the envisioned Iran-South Africa-
Australia defenses triangle in the Indian Ocean. Are contracts being implemencted
to effect the concept? Has Irun taken additional steps to gain access to ghe
ex-British base on Gan Island?

B. ARAB-ISRAELI CONFRONTATION i
1. Changes in Iran's policy of maintaining discreet but good relations
with Israel in political, economic and military matters. Is Iran maintaining
its lisison with Israel relative to technical and military intclligence? What
18 the current level and price of oil shipments to Israel? Is Iranian oil
continuing to be transshipped through the Israeli pipeline?

2. Status of Iran's relatjonships both with Arab moderates and more
radical elements -- including the PLO. “Have there been significant changes in
Tehran's associations with the Arab world, and what would be the likely regional
effects of such changes? Do Iranian-Arab aid and trade patterus and joint
ventures presage an increase in ic interdependence within the region?

3. Expansion of Irano-Egyptian ties and their impact on Tehran's relations
with Saudi Arabia, Syria, lsrael and the US, What is the status of Iranian
military training programs for Egyptiad pouonnd'l- What is Iran receiving in
return for such training?

C. SUPERPOWER RELATIONSHIPS
. 1. Status of Iranian relations with tike USSR. Has there been any notice~
able increage in Soviet influence? Have the amounts or terms of communist
sconomic and military assistance changed? Ars there outstanding border dis-
agreements? Are overflight rights for the USSR being continued? Ars the tarss
of the natural gas exchange agreement being observed by both partias?

2. Status of relations with the US. Have there been any changes in the
pattern of Iranian investments of surplus oil revenues in the US snd other
Western nations? Has Tehran undertaken any ut‘qn to xvestrict its domestic
market for US goods and services? v

3. Status of US nationals in Iran. llu the growing sumber of US military ;.4
and contractor personnel impacted adversely on Iranian attitudes toward the US?
Are there any indications that the Government of Iran intends to take any actioans:
that might alter the existing MAAG sgreement or jeopardize US communicatioms, .
AEDS or covert facilities? Does Iran contemplete withdrawing its extension of

Alghts to the US for temporary deployment of U8 Navy P-3s to Bandut Abbas?

4. Moves toward the development of a more independent foreign pelicy.
What sentimant is there for assuming a neutral posture in world affairs? Are :hotc
plans for reducing Iranian dependency upon tho UsS or ior cunuung us 1nt1u‘aco

in Iran? . v
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D. DOMESTIC CONCERMNS

1. Levsl of internal dissidence. Are the rerrorists having any success
in attracting sdherents? Do the government's press policics impact on the
terrorists' public image? How successful is SAVAK's anti-terrorism campaign;
dues the Shah appear satisfled with SAVAK's efforts? Has the murder of US
rationals giver rise tu any manifestaticns of anci-Anericanism smong the general
populace?

2. Suppression of infilcration efforts by communist and other radical
groups. What are the wajor anti-regime elemenss uand from whom do they receive
backing ~- Iraq, Libya, USSR, Cubs, FiO?

3. Scatus of thae Shah's anti-corruption and anti-inflation campaigus.
Have new regulations baen effected to implement the Shab's policies? Are they
enforceable and likely to stop existing corruption and profiteering?

4. Iadications of improvéd (or worsened) income distribution ip Iran,
Huve there been tangible economic gains at the village level? What is the
political impact of growing economic awareness among the populace?

E. ECONOMIC CONSIDERATIONS

1. Status of the current development plan, ircluding both industrial
and agricultural efforts. What is the impsct of labor, port and other infra-
structural problems on developaent efforts? Are the government's remedial actions
having any effect? Are cutbazks in investment gosls for developmental projects
likely?

2. Llack of a trained/trainable wanpower base. Can Iran sustsin a high
rate of ecunomic growth with its lisited technological base? Are the lranian
people accepting the influx of foreigners needed to implement development plans?

3. Developmen: of cost effective alternatives to oll as an enerpy source.
Whet 1s the status of plans for the development of a national petrochemical
industry as an altevrnstive to ~il producticn? 1s the planned installation of
stomic energy reactors proceeding om schedule? What are Iran's plans for stock-
piling and for carrying out cooperative nuclear programs witl other countries?

4. 041 pricing strategias. What avre Iran's plans for protecting its oil
income from the effects of world inflation and rising commodity corts? Are there
any indlcations thac the gos:coment may radically alter itg agreement with the
consorrivm!

5. Changex iu curseot forelgn iuvestment strategies. Who are the key
financial expertu and.whet s ti:eir influence on governmenr policies? KHava there
been any significant changes in the relatioaship between the Central Bank snd the
Ministry of Finance?
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6. New directions being considered relative to military coproduction and
third-country transfers. What are Iran’s plans for participacing in che devalop-
ment of regional arms industries in conjunctfon either with Arab states, Turkey
or Pakistan? Have there been changes to Iran's indigenous RED techunological
developnent strategiea?

¥F. INTERNAL POWER STRUCTURE

1. The Shah's abfiity to strengthen his power base. Have there been any
changes in the personality patterns of the Shah; what are their implications for
his political behavior? What is the nature of the Irsnian elite and what fos
{ts impact on the regime?

2. ldentification of top amflitary officers that would wost likely play ke)
roles in any transfervence of power if the Shah were to be kflled. What are thei
political views and what governaent and royal family wembers are they close to?

3. Shah‘s relationship with and plans for the Rastakhiz party. Is the
party able to exercise discipline over its members? Are changes in the party
leadership forthcoming? Will changes in the leadership impact on either the
party's policies or influence?

4. Current strength and disposition of the Tudeh party. Who are the key
Tudeh leaders and from where do they operate? WUhat are the principal sources of
aid for the party? Are there links between the Tudeh and active terrorist groups
‘operating within Iran? To what extent are 'l'ndoh recruitment efforts successful
among Iranisn students abroad?

G. MILITARY AFFAIRS

1. Expansion and modernization of existing military forces. What steps ar
being taken to wmaintain and strengthen Iran's forces vis-a-vis Irag? Have change
in the mobilization base impacting on the armed forces' adequacy and responsive-

ness occurred? Have combatr deficiencles noted during the Dhofar campaign- led to
asny reappraisal of military needs and objectives?

2. Changes in top level military leadership ranks. Have any changes
affecting Iran's basic western orientation occurred? Is thers evidence of collus
between top military leaders and foreign contractors?

3. Indications of an Iranian decision to undertake nuclear weapons develop
ment. Are there any signs that Iran plans to violate the provisions of the Kucle
Non-Proliferation Treaty?

4. Expansion of port faciliries and military installations in the Gulf of
Oman and the Indian Ocean. What military steps are being taken to exercise contr
over the entrance to the Persian Gulf? Are any changes in attitude anticipated
relative to Iran's occupation of Abu Musa and the two Tunb islands?

-4~




LY

I11. Identification of current reporting strengths and deficiencles:
A. Within the Mission,

B. External to the Mission.
II1. Mission assessment of the support provided it by the Intelligence Community.

IV. Conclusions and recommendations for future reporting.
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DIRECTOR OF CENTRAL INTELLIGENCE
Human Resources Commitiee

ASSESSMENTS SUBCOMMITTEE
27 December 1976

FOCUS Iran

Part 1I: Actjon Review

I. INTRODUCTION:

The Assessments Subcommittee reviewed the Reporting
Assessment (Part I) in its meeting on 30 November 1976.
Represented were the National Intelligence Officer (NIO)
for the Middle East, the Department of State, CIA, DIA,
the Army, Navy, and Air Force, and the Intelligence
Community Staff. Part Il summarizes the general conclusions,
observations and recommendations of the Assessments
Subcommittee and includes agency comments about issues
which emerged during the course of the Review. The
Subcommittee was-advised that comments from Embassy
Tehran on possible areas of interest to the Mission had
not been received and are therefore not reflected in the
Review. The Assistant National Intelligence Officer for
the Middle East visited the Embassy, however, and discussed
a draft of the Reporting Assessment informally with Mission
Officers. No outstanding reporting problems or issues were
identified at that time. .

II. CONCLUSIONS, OBSERVATIONS AND FOLLOW-UP ACTION:

A. Concurrence in Reporting Assessment. The Subcommittee
concurs in the Reporting Assessment’'s judgment that reporting
from Embassy Tehran on most topics is satisfactory and that
many of the information and analysis problems which do exist
stem from the nature of the Iranian power structure.

N

M

0%

149



B. The Shah as a Source of Information. In
discussing key iniormation from Iran, Department of State
analysts observe: '"The Shah has ruled for 35 years. In
view of our long-standing close ties, his consistency
(beneath all the stagecraft) and his candor (within the
Persian context), we know quite a bit about his aims and
tactics. He is likely to see it in his interest to keep
us au courant in the future. Given the nature of his state,
we will remain largely dependent on his soliloquies and on
the ability of our Ambassador and others to pose penetrating
questions. Realistically, we should not expect to get
significantly more information from him than we are receiving
now.

The CTA suggests that: "It would be useful to
have alternate sources of information about the Shah. Of
only slightly lesser importance are similar comments on the
individuals close to the throne--those who advise the Shah,
execute his will on vital matters, protect his life, bring
him information, etc.”

C. 'Memcon' Reporting. Department of State repre-
sentatives suggest that e Embassy should be encouraged
to continue the flow of memoranda of conversation (memcons)
and informal ambiance reportage”. The Subcommittee underscores
the value of such less formally structured reporting to
Washington policy officers. It notes, however, that experience
in this and other FOCUS Reviews demonstrates that Foreign
Service memcons are normally not made available to interested
analysts outside of the Department of State. The State member
agreed to raise this issue with responsible officials in the
Department of State and request their assistance in seeking
s resolution of this difficulty.

- D. Information from Nonofficial Americans in Iran.
Paragraph 20 of the Reporting Assessment urges increased
efforts on the part of the Mission to obtain information
sbout Iranian developments from the many American exchange
students, teachers, missionaries and businessmen in Iran.
The Department of State member observes that the Mission
already maintains contact with nonofficial Americans in
‘Iran. Other Subcommittee members who note that there are
special restrictions on (opsrational) intelligence contacts
with missionaries and certain categories of exchange students.
They believe that ccncerns about overt and social and normal
Embassy interactions with American citizens, especially
businessmen, can be overdrawn. The Subcommittee believes
that the Ambassador is in the best position to weigh the
opportunities and potential risks involved in collection
efforts in this normally difficult and sensitive area.
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E. Identities of Americzan Businessmeu. The
Subconmittce agrees that a list of U.5. businessmen known
tu be duing sub<tantial business in Iran might be useful

to the Mission and certainly would be useful in Washington.
Analysts could use such a list as a guide in preparing more
precisely stated requirements for the efforts of CIA's
Domestic Collection Division (DCD) in the United Srates.
The Department of State member notes in this respect that
"Section 36 (A) (7) of the Arms Export Control Act (AECA)
requires the President to include in his quarterly reports
to Congress, an estimate of the number of U.S. citizens
present in each foreign country at the cnd of each quarter
for assignment in implementation cof sales under the Foreign
Military Sales Program and commercial exports license or
approved by the Office of Munjtions Control™.

F. Military Reporting. The Subcommittee believes
that the Reporting Assessment overstates the need for
additional order of battle informatiza. CIA nrtes that
"basic OB and TOEE data are not svailable for certain urnits,
such as the Imperial! Cuards Divisica." DIA points out that
during the past 18 monchs some 130 reports had been reccived
on military urder of battlz (10.8 percent of all DIA inrclli-
gence reports from DAO Iran). CIA analysts,-however, have
_asked for additional information on overall capabilities of
armed forces and military contingency planning as well as
force development planning in the 1973-1978 timec frame.
The NIN, who attended the Part Il discussions, agreed that
it i< rnot that husic data are not available but that there
are important gar<, a point that is coacurred in by DIA
and CIA.

DIA hoidings support the need for more dats on
Iranian military bases but reflect inadequately stated
requirements for information on these instailations. In
respor.ding to requests for improved hiographic repoerting,
DIA states: "Biographic repoitisy 1eceived on lran amounted
to 6 percent of to%al repertiug (vs. about ]2 perceat for
overall DIA biographic report receipts). It shouid bdbe
recognized that our analytical resources are limited and
that biographics vremain a velatively low priority for DeD,
other targets considered. There 1s, however, close aid
continuing coordination between DIA biographic anaivsts
and the CIA Gffice of Central Heference (OCR,, which has
authority to task the Deiens: ittacke System through DIA.
Ve sppreciate the necd fur {mproveucat i: sanslysis by the
field collactors with Tespect tu biongraphic yeporting. We
will, therefcre, hisklight this necd in our 15 December 1975
DiAgram tc collectors in whach we will ask for the reason
why a particular btiogranhi- vena-t s beinp prepared, and
request judqmental informarior or tl'e suheve of influence
and authority exercisge? by the key militrary leaders reported
on."

3
CENRET

131



SECRET

G. Security Assistance Organization Information.
The Sul'vommittee believes that this major official U.S.
organiration in Iran is in possession of extensive informa-
tion aluvut the Iranian armed forces, military bases and
per-onalities--acquired during the normal course of its
business--which has not been readily available to intelligence
analysts in Washington who could use it. DIA states that
it has addressed this continuing information problem with
both tI Cif{ice of the Secretary of Defense and the Defense
Attach. o....e in Tehran and notable improvements in the
workinyg relationship between the MAAG and the DAO in Tehran
have occurred in recent months. This is the fourth FOCUS
Review, however, in which the Subcommittee has called
attention to this issue. It recommends that the Intelligence
Cemmunity Staff pursue the matter on a priority basis with
the appropriate authorities in the Defense Intelligence
Agency and the Department of Defense.

H. Additional Staffing. The Reporting Assessment
suggests the need for the assignment of an additional
reporting officer to Embassy Tehran. Department of State
officials do not share the justification as stated in the
A* :ssment. Treasury notes that the economic section is
c tent and fully utilized, but overextended. The
S. .aumittee does not concur in the suggestion. It believes
thut Washington collection managers and the Chiefs of Mission
concerned are best qualified to determine the extent to which
judgments and findings contained in this or other FOCUS
ie..v~s provide useful contributions to management decisions
with regard to staffing for which they are res)onsible.

I. F_.low-on Guidance. The Subcommittee recommends
that the Human Resources Committee working closely with
the National Intelligence Officer and Washington policy
officers draw up a prioritized list of national information
needs for transmittal to the Mission.

Goyerlas (e
Dav1d J. Carz;nter ‘¥§7

(Department of State)
Chairman, Assessments Subcommittee
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DIRECTOR OF CENTRAL INTELLIGENCE
Human Resources Committee

Otfice of the Chairman
HRC-C-77-043
17 may 1977

The Honorable William H, Sullivan
American Ambassador

Tehran . o

Dear Mr. A ssador;

In transmitting the FOCUS Iran Review to Charge d'Affaires
Jack Miklos in January, the Acting Director of Central Intelligence
indicated that a limited prioritized list of items of national intelli-
gence interest would be provided to the Embassy. Attached is the
promised list developed by the Human Resources Committee with
the advice of the Naticnal Intelligence Officer for the Near East and
South Asia. Since the list is concise, no order of prioritization is
indicated.

This guidance is being provided to you separately from the
FCCUS Review, and it may appear rather skeletal in form, We hope,
however, it will be of some use to you as a coordinated interagency
expression of the most important Washington information needs.
More detailed guidance is provided on a regular basis through
departmental channels.

As we gain experience in the FCGCUS Program, we are hopeful
that these assessments of hurnan source reporting and the reporting
guidance which flows from them will simplify and facilitate the work
of the overseas missions. I would welcome any comments that you
may have on any of these matters.,

Sincerely,

Ambassador Edward S. Little

Attachment:
Guidance Package
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The following is a list of general topics of interest to the
intelligence and foreign affairs communities.

I Political

A, Internal

1.

2.

3.

4.

Long-range vbjectives and policies of the Shah
and his key advisors, both civilian and military.

How and by whom major political, national
security and economic decisions are made.

The role SAVAK plays in the government.

The Government of Iran's involvement in
human rights violations.

B. External

1.

2.

3.

Sources of foreign military threat to Iran.

The balance of forces in the region as it affects
Iran.

Relations with the Soviet Unicn and the Gulf
countries, particularly Saudi Arabia and Iraq.

II. Economic

A. Economic development programs, especially the
National Iranian Cil Company strategy and sales
policies.

B. Plans being formulated for nuclear developnient.

11I. Military capabilities of the Royal Iranian Armed Forces.
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A. US Incerests in Iran
1. fthe United States and Iran were drawvn together at

the end of World tfur II through a mutual intercstin con-
taining Soviet expansionist policies. (Northwestern Iran
was occupied by the Soviet Union at that time.) US-Iran
ralations have been animated by this shared interest ever
since, and a number of cooperative arrangements were made
to promote the achievement and maintcnance of this common
goal, At a time when we were in a position to do so we
placed a security shield around Iran through a bilateral
commitment to come to Iran's defense if it were attacked
by the USSR or its communist allies. We also associated
ourselves with the Baghdad Pact (later CENTO) in part for
the same purpose. Concurrcntly, we undertook an extensive
program of economic, technical and military assistance to
enable Iran to defend its own interests and develop its
resources in an environment of internal stability and
economic and social reform. Many of these programs
achieved their purpose and vere terminated. The only
arrangeraent of major significance still continuing is in
the militury assistance field, with the US providing arms
and technical support now paid for fully by Iran, On its

part, stirategically-placcd Iran provides us the sites for

l valuable and not casily rcplaceable intelligence and J
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cuosmunications facilitics, as well as ooinuvred overflight
ricghis througn our only safe and available East~wostht air
coiridor in tiuic part of the world.

2, In the meantino the quality and nature of the
relationship has evolwvad,althocugh its ur<icrlying purpose
remains esscntially the same, As Iran doveloped, began
to prosper, and to gain confidence in its own capabilities,
the US expected and asked Iran to play a more active role
in the regional and international arenas. In large measure
Iran has becen responsive withi:zf framevork of what the
Shah, Iran's principal policymak2r, sees as a "special
relationship" comparable in some respects and for much the
same reasons to the US relationship with NATO and Israel.
At our request Iran parcticipated in the four-power commis-
sion in Vietnam and provided our South Vietnamesc ally
with military equipment. More recently it sent a military
contingent for truce supervision duties on the Golan
Heights., At our behest it has provided financial assist~
ance to Egypt and a number of other needy countries in
which we have a shared interest. Iran has been a major
contributor to IFAD and was responsible for providing the
final increment which met US conditions far participating.
Iran has also played a moderating supportive'role in
regional affairs, conciliating local disputes and helping

LgTan put down a conmunist-supported insurcency in Oman'f~J
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(5outh¢rn region, In sun, conuensurate with its ability_1
and influence, it has played a constructive and helpful
role in matters of dircct US concern. Over the foresee-
able future principal US interests in Iran are as followss:

(a) Maintaining a stable, independent non-
cornmunist and cooperative Iran which has the strength and
will to resist potential Soviet aggressiveness, whether
direct or indirect, and to continue its role for stability
in the Persian Gulf, Middle East, and South Asia;

{b) Safeguarding a reliable source of petroleum
to the West, Japan, and Israel at as low a price as possi-
ble (a priority consideration for NEA area-wida policy),
bearing in mind the limited leverage we possess on Iranian
price positions;

(c} Fostering greater lIranian support for the
Carter Administration's emphasis on improved human rights,
nuclear non-proliferation, and restraint with respect to
conventional arms transfers;

{d) Maintaining US access to the Iranian portion
of the vital Turkish-Iranian air corrfideor (and access to
Iranian ports for US vessels) in support of our shared ‘
security interests;

(e) Maintaining use of Iranian territory for
special intelligence and communication§ faéilitiea which

L_fould not be relocated elsewhere without a significant iJ
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({) Maintaining access on favorable terms for
Amterican goods and services to the rapidly growing
Iranian market, as well as continﬁing US-Iranian financial
cooperatlén; T

(g) Maintaining an effective and co&perativo
dialogue wiih Iran on a host of multilateral econocmic and
politiqal'queétions such as North-South economic coopera~
tion, ArabTIsrael relatjons, a;ns control, In&ian Ocean
and Perslan Gulf iseues, and Law of the Sea;

{h) Encouraging greater Iranian cooperation .in
our worldwide anti-narcotics efforts.

B. Overview

1. Two of Iran's basic policies most directly shaped
by its proximity to the Soviet Union nnd.ica iiuoscnent of
Soviet intentions are its military modernization program
and repression of internal communist activity. These are
also two policies most likely to be brought into'éuastion
by tha new Administration's emphasis on limiting transfer
of conventional arms and on human rights. Lack.of agree-
ment in either area is certain to influence adversely the
measure of success we have in furthéting our other
interests in Iran and, to some degrae, in the region.

2. Our aging security commitment to Iran is no longer

Lffedible. With US encouragement Iran has seen its only._J
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r;iable alternative as military self-sufficiency--althou;;]
it has no illusions that it would ever be in a position
singlehandedly to deter direct Soviet aggression. Thus
it has embarked on a large-scale and expensive military
modernization program and the acquisition of highly
sophisticated weapons systems, principally from the
United States. It measures its need against its assegs-
ment of potential threat from its neighborrs particularly
the USSR and Iraq, and the kind of military establishment
it requires to defend its borders and their approaches
from any direction.

3. The guestion of what may moderate Iran's military
build-up is key. The Shah has already indicated that if
the US cuts off arms supplies he will turn elsewhere.
Recent significant purchases from other countries, includ-
ing the Soviet Union, lend substance to his determination.
Full success in curtailing Iran’s arms acquisition program,
therefore, can only be achieved by a general moratorium
of arms transfers to the area by all arms suppliers. In
our judgment unilateral efforts will not achieve such a
purpose.

4. Between the extremes of a total cut~off and
unlimited supply, however, we believe there is room for
maneuver. The outcome will be influenced by how effec-

Lfively and persuasively we can move toward reaching *J
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; TL; tradition althouyh it has been in the vanguard of -1
¢ riain husan rights, such as religious freedom, cherishaed
in +h2 West., Land reform, mass education, women's rights,
and otiter social and economic reforms have only recently
fin the 1960's and 1970's) been introduced against exten~
sive conservative opposition. There seems little doubt
that eveﬁ?izg limited advances wopld not have been
achieved in the absence of the strong and determined
leadership of the Shah and his father before him, Within
these same few decades the.Shah has been challenged by
both the communist-supported Left and the land-owning,
congervative Moslem Right, and on several occasions’
brought to the verge of collapse wﬁich would have probably
entailed a reversal of Iran's pro-Western orientation.

6. Most recently, Iran has had to contend with small
but dedicated and loosely-knit congeries of Marxist-
Moslem oppositionists who have resorted to tegrorism and
violence in attempts to overthrow the pxesent order.

There is evidence of outside support for these efforts.
Tha reyime has responded vigorously, although not always
efficiently. Its successes have been mainly at the
popular political and economic level by pre-empting the
programs and policies any conceivaﬁle oppos;tion might
advocate and co-opting many potential oppositionists into

Lifgitimate'activity. 2ha3 What remains is an oppqsitioEJ
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Iwich fow policy almu beyond a generalized Qesirve to l
supplant the present leadersinip in powcr--a puotare that
coes not evoke any wide popular subvpoct in Iran. The
regime's attitude toward this opposition, which it con-
siders to be mainly communist-oriented ard/or inspired,
is harsh and regulaied by lavs akin to those that were
being advocated in the United States in the 1950's,
Further, its civil court system is cloggad and subject to
much criticism for its inefficiencies. This situation,
married to a mish-mash of Napoleonic and Islamic¢ codes,
regults in the design of a judicial procedure to deal
with security issues alien to Western (at least Anglo-
Saxon) concepts of due process. There are probably about
3,500 "political prisoners® in Iran although Amnesty
"International and similar groups have claimed that there
are up to 200,000. Among these the large majority have
engaged in or conspired in acts of violcnce. What we
confront, therefore, in advocating the adoption of human
cights policies more attuned with our own concepts, is a
fundamental difference in legel and attitudincl postures
not unique to the prosent regime and deeply imbedded in
the Iranian tradition. The present governxent is not
indifferent to our concerns or unalterably opposed to
change. e have scen a modicum of improvement in this

larea, and we kelieve we can cxipect nore if we proceed _J
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{“' 1o, In oswleidalios ) ceonotle and political questlon:1
Iran wvill probubly cnn;inﬁa to La tcrn between (a) caution
to avoid collisien with LDC iuterests on the one hand and
{b) sensitivity to mrintaining ¢ood relations with the
major develop:d countr.os,  In Eorth-South‘{qrums Iran is
lizoly to support tho LDC point of view, but\its enchusiasm
will vary from issuc to issue., IFAD is another instrument
which will be important to Iranian'policy (particularly if
IFAD headquarters end up in Telran) while its role in
older international bodies*or groupings such as UNCTAD,
GATT; and even the G+77 will continue more passive.

11. Iranian students in the US remain prohably the

largest contingent from any foreign country and can be

'expacted to rise in numbaer Beyond the estimated 30,000

now there. This will not change the Iranian Government's
jaundiced view of radical IrnniQn opposition activities
in the US and Western Europe, but the issue should remain
reasonably contained as long as both Ixan and we keep it
in the larger perspective of our overall relationship.
-12. There axe sone additional policy aims of iho usG
in Iran such as winning Iranian cooperation for an
effective program againat opium production in netghbo;;nq
countries, getting Iranian votes in UN bbd;ol for a

variety of USG positions, etc. However, these, along

' t&th the more major interests already mentioned, are _J
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‘uutuully intordependent and derive frcm an overall
‘clinate of friondship and cooperation as it continucs to
be poercceived Qy the Shah.
c. Objectivos, Courses of Action, and Issues

1. Our objectives are those outlined in Part A as US
intercsts. Principal courses of act;on in support of
these interests or objectivaes arc as follows:

(a) Continue tho sale of conventional arms to Iran,
attempting ‘through closer tochnical corsultation between
the US and Iranian defense establishments to convince
Iranian policymakers of their own interest in being wore
selective and drawing out the pace of arms modernization
for more effoctive ahsorpélon. Emphasize our mutual
intercst in a strong, secure Iran through close consulta-
tions between the two governmonts, including adequato
exposure of the Shah to the President and the Secratary
of State, as wall as frequent contacts at several 1.vé1l
involving high officials in Washington as woll as the
Ambassador and his stoff in Tehran. Note at the same
time the USG's basic commitmont to a lawer lovel of
armaments throughout the world to which we hope and
expect ‘Iran will make its contribution. The chances of
our achieving such a reduction of armaments will be
enhanced to the sxtent that we can: (1) convince Iran of
ngr continuing reliability as a supplier of needed arml__l
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!iccn 0 a3 to proviie o oconcinily Lumroved joint "I
product and Jemsensirale our coniinuing interesi in Iran's
security at a tira whon we shall b2 urging smaller, more
selective purxchascs of avi,

(f) Continue our strong support of private. non-
military US cormwercial exports to lran through our
Embassy conmlaercial officers, the US Trade Center, and
special trade fairs or eoxhibits in support of our world-
wide cousercial programs. Continue a steady level of
economi.c and financial recporting to keep up with changing
trends in Iranian economic behavior or perceptions
(e.g., US companies ianterested in possible barter agree-
ments utilizing oil). Maintain our interest in Iranian
agricultural production through Department of Agriculture
repreosentatives here, noting that continuing improvément
in Irsnian agricultural production assists the process of
gocial as well as economic development, and thus political
stability.

(g) Continue an effective USIS cultural and
information program as another means of assisting Iran's
development, dewonstrating undiminished US interest in
Iran's future, and continuing to build ties with Iran's
opinion lcadc?s in cducation, information, and related

fields which in the long run should markedly assist

Lifan‘s transition to a more democratic environment. _J
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(a) Al30 sunuort greaters porople-ic~people con-
thresy the streoen oF Yrenian visitors to tha US
ol oohe large nurler of Iranion students gtudying there.
Ade swate sanning ol b Dobassy's visa services is
yogieed,

(i) By the same token, adeqguate nenning of
imnrican roervices and protection of US citizens are
necessary to support the larys hnarican presence in Iran
and avoid urnicessaiy strain in pcople-to-peogple relatioas,

{j) "hrough wore freguent exchanges with Iranian

. . . - —_ ’.- T—
officials in a variety of ministries and organizations,
as well as the MPA, seek to win increcasing Iranian
support in international fora on both cconcmic and
politicul izsues of continuing concern to the USG. A
greater degree of Eibassy ofkicur tinc than in the past
has been @nd will continue to be allucaiced to this task.

(k) Maintain an adeqnut.c enti-nparcotics proyiran
in Iran, through the agioncy of rosident and visiting DEA
agents, s0 as to continve gainiug Iraniﬁn cooperation in
limiting the procduction of ogiwa in neighboring
countries and the transit of drugs to the US,as well as
minimizing drug problcms ancng the American commumity.

2. 1Issues, ‘

(a) The most critical issue in our bilateral

L-relationship is an early Fashington decision as to the J
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AMENDASSY T‘-l:.’AN OATE: July 25, 1977
E.O0. 11652: (DS

PIRL, GOV, IR

STRENS TW THE WIND:  INTELLEGTUAL AMD RELIGIOUS

OPPOGLT LGN 15 IRAN

A) TEHILN'S A-13 of 22 FLR 1977 (NOTAL), B) TEHRAN'S
A-126 o€ 11 JULY 1977 (R0TAL), C) TEHRAN 5337 A

$E13 (Hutal), V) CEBIAN $4G4 (NOTAL), E) TENRAN 5223
(NOTAL)

Stivvings of Digsent

Smn'nnn Criticism of the regime in ®reign nevspsrer:
and yn'ine° which circulate freely here hus long b:en
tu]“rnLvu although hardly welcole, This has wot been
true wich respect to eriticism from internsl sources
In the past t.,o years, howeuer, official attitudes appie
to have become increasingly lelaxed or this score.
Indecd much of the img;tus has come from the Shah himeel:
and government spenscred groups auld commiseicns have
becu formed to 0xanine and critlcize goverament pclicy
aud performauce. Lately ‘criticisw has also cowe frowm
groups not asscclated with rerrorist orgaanlzatiors and
outside officlally sponsored channcls. While fairly
carefully phrazed they call for the Shah torveigyard
not rule and for a revival of intellectual freedom of
expression., Whether more is to come and what the govern-
ment will do about 1t remzins to be ceen. But the dowr
of liberalization secwuis to be ajar. Vhile wilcnme and
consnnnate with our renewed ewphasis on humsn rights,
we beliuve t¥ac we should aveid any pronouacciméats taich
could be construed as endorsiug the substance of tae

—-——1 criticism, Fnd Summary.

Attachments: v e
1. Lester wo Shah LOUFIDERT
2. derter to Prime Minlstercow:
il ’I‘:x“ pvai “.;: Llrn--u na. e CATION APPRDVEC Ky )
UL RS e et
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Page two
Backpround. Tulce in this century attempts te emulote
Westera Ltorus of repre ortative poverment, mulcf-politcical
partics, irvidem of s.000n, apd tar riehe to discent have
been tried ana failed in Iran. ‘fhese are concepts that are

essentially alicen in this ancient nonarchv. Loyalties and
interests are rraditionally in order of priority to family,
tribe and only distantiy to the monarch and the nation.
Covperation, group ctlorts, .and wosking within institutions
are not part or the Persian herituge and their absence
accounts in substantial measure for past failures of

Western political values to take root and grow. Dissent

and cupposition have beun seen generally as attempts to over-
throw the estahlished regime and to frustrace its objectives.
Nevertheless the notion is gaining sircngth that Iran is not
an island unto itself and that #t must accommodate to
outside ideas and influences. One response has been to
invite "constructive criticism” but keep it within manageable
boundaries.

Some intellectuals and conservarives had not found this a
sufficiently adequate or satisfying outlet however. A
kernel of the old fanatical religious groups have continued
in being and the Shah's regime has constantly felt itself
under challenge from those who stiil believe that the 17¢th
century Sdfavid dynasty reached the apogee of social
organization and development. Religious opposition to the
government has continued and even grown as the pace of
modernization has increased since 1963 at the time of White
Revolution. Terrorist groups, probably under the acgis of
Mujahidin-e-Khalq (People's Strugglers{. began recruiting
impressionable youths from deeply religious Muslim back-
grounds. Most of these younger people began by being aghast
at the Shah's reform program, particularly land reform
(peasant habits changed slowly) and giving women the vote.
The GOI has kept a close eye on the leading radical imums,
moving to discredit some, simply watching.others.

In the same period, 1963-1975, left-leaning members of the
National Front, many of whom had been Tudeh (communist) Party
members discarded an active interest in politics. Some
became coopted, impressed by the Shah’s revolutionary

reform efforts. At least two became ministers. Most, how-
ever, simply dropped out of politics and became apolitical.
Sceveral remained university teachers, some went into

business (and became well off as Iran's wealth grew rapidly
in the late 60's and 70's). Many remalned privately cricical
of the Shah, cynical about government, and unwilling to
participate in regime-sponsored activities such as the
Resurgence Party. Not a few came to acccpt the country's
development, but centered their criticism on the lack of

3
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Page four
Group menber wha ic algo a USLS local cmpleyee, many of the
nembers chcressod o proiouna distrust or antipathy toward
the COT.  “ov- o tineg duriypy an off-rhe-record question-

and-answer sersion with the Foime Miniscer, the integrity of
the governrei:s was directly impupned and its performance
ridiculed. ior e nast t.o noo:iis, the 11IC has been recas:
as the COI's “watchdog" agency to adjudicate citizen
complaints, to coaduct indijendent investigations and to
prepare reports for the Shan., It is the most powerful and
effective of th: three groups-and has the full confidence
and support of thc¢ Shah. The only question remaining is
whether the Shah and the Prime Minister will live up to
their promises and be able to convince a skeptical public
that they mean business. R

Sources close to the Prime Minister asaé&t that this care-

fully orchestrated campaign to open up and permit wore

criticism of the government was initiated with the Shah's ‘
bleasiug and the Prime Minister's recent actions lend
credence to those reports. Speaking to the press on
July 5 and to the I.C, on July 12, Hoveyda said every .
Iranian has tie right to criticize and differ in all ¢
national affairs cxcept where ''the essence of Iran's nation-

hood is concerned" (i.e., the Shah, the Constitution, and

the Shah-People Revolucion). He stated what has become the

government's position: ‘“There is no reason why a country °

that has, thanks to the Shah's leadership, reached a T

position of strength from one of weakness should be afraid -~ -

of criticism.” How this will eventually work out in C

practice is not yet certain--following a Kayhan editorial |

of June 7 criticising censorship as bad for Iran, the "'

Prime Minister i{s reported to have telephoned Kayhan's S

editors and stormily accused them of going, too far too fast

when they echoed his own criticism of present censorshi .4
arrangewents. Nevertheless, it seems clear that the GOI is " -

adopting & more tolerant basic position regarding opposition - '

to government policies than it has in some time. There has = '

even been stray talk of allowing & second Eolttic.l parcty, ‘Of

but so far {t remains just that--stray talk, ' o

FR

Stirring of Opposition e

Other aignals emanating from the GOI--the Military Court !
Reform Bill (see Ref C), and counterattacks against inter- v :
national charges of torture in Iran (Ref D) have led some '

formarly apatheric individuals and groups to return ever '~ *:
so tertatively to the political arena. This has been rein- -/ -
forced by their belief that the danger of repression is less ::

because Iran wants to open up a bit, and the new U.S. humsn @ - :
rights policy has pressured countries in general and Iran =~ -

in particular to exercise police controls with more restraint -
on dissidencs.

CONFIDENTIAL -
- m




ggﬁ[JnLnTlA| Tohran A-) 2%

Page five

The mos! v":$11 n'tdcnro o1 thid "reawakening” are two lrricrs
.h.ch hare 1. Aranla fne nrivately, one’ addresscd to the

Shalbs, '\|‘| N ‘.?' oota Peices indntoer llOV(",'dh The islLassy has
nh\nin.ﬁ curte T i e s and s teaazlated thom ﬂnl:xmalkv
(retachinoncs onc and two). ‘the Letter vo the Bhah is
probably as articulate a staterant of the liberal aspira-
vions of the or-oporcicionists o0 ie aveilabhle, vl was
urirten by tweive individuals, .oree of whom signcd the

Jeteer.  All chree v or¢ senjor Mationa! Froaters, one an
ex-minister or justicd. Several 1nd1vidua1s close to this
circle say theve are others who are considering ways to break
their silence. One prvmineut ex-Fronter, the grandson of
Prime Minister AOstt\q. has indicated p:xvately to friends
thaL many of the "old circle" romaln and if there were a

“crue' 11b;1.l1-aann, there would Lo nore such activity.
Most of thosc involved wvith the letter to the Shah have been
in opposition to the government, either tucitly or openly,
since Mossadeq's time. This led Resurpence Parcty Deputy
Sccretary Cencral Darius Homayoun to refer oublicly to
"political fossils" who crivicize outside the accepted
channels with the same old shopworn ideas.

The second letter, addressed to the Prime Minister, was signed
by 40 intellectuals who form the Weiter' s Guild of Iran.
According to F.Y.I., a local political review (sec attach-
ment three) it was actually part of a series begun some
wonths ago. According to two sources in Tchran, it represents
a line of thought that has been prevalent in oppositionisc
circles for scveral years, onc that has even becn played by
the clandestine radio Peike Iran off and on ir the past.

According to one of the signers of the lctter, all 40 signed
“because the povernment wouldn't dare jail all of us in the
present climate on human rights." The list of signers is

a reasonable Who's Who of older intellectual dissidents,
many of whom have becn or are connccted with the avts or
teaching. Dr. Gholam Hossein Saedi the subject of U.S. human
rights inquiries was a prominent author vho spent time in
jail. Ali Asghar Haj-seyd-Javadi is, a pronminent anti-
communist intellectual who was very annoyed when clandestine
radio Peike Iran picked up one of Kis articles two years ago
and rebroadcast it. Several otherson the list hzve back-
grounds ranging from near-Tudeh to National Front.

To date, the GOI has not reacted openly cicept to denigrace
such offerings without mentioning names or otherwise giving
them publicity. Those who wrote the letters and otherwise
identified themselves with the sentiments contained in then
are waiting to see vhat the government will eveniuclly do.
Their hope is to stimulate more criticism, perhaps heading
even closer to the ecdge of directly critxcising the
"untouchables--Constitution, Shah, and Shah-Pcujple Revoluilom.
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Page mix

Redigdous Loresi

Aciivivies of velivious groups over the past six months have
showo o Wit e o ivsime. dnough Jese o2 known in detail
about thaem,  Righc oing auelues have tried to interest

foreign human i bie grouvs in the fate of those charged
with Kijling oo oo eh Shomscpadi (Ref E) on the grounds

they were reliyvicus nartyrs. This does not appear to have
been successful, except in & modect way in Great Britain,

but there are mints that despite their right-wing fanaticism,
sonie of the more pragmatic conservative Islamic imams

and ayatollahs are willing to ride the human rights horse
into alliance with those on the left where mutual interests
can be made to coincide.

Signs of challenge to the regime from this quarter are
mainly secondary and low key--increased use of the chadour
among college-educated women as a sign of opposition to
government, resistance to women's righrs legislacion

(almost amounting ro pressuce group lobbying) and the spread
of unflattering jokes about the Shah.

Religious restiveness has been reinforczd by the revival

of Islamic political fortunes in neignboring political
arenas~--Pakistan, where the religious opposition to Bhutto
led to a military takeover; Turkey, where reliipious factions
appear vo hold at least some balancc of power in the new,
divided parliament; and Saudi Arabia, where the Shah
perceives the fanatical Ielamic right as one of the serious
problems for any reigning Saudi monarch.

The Shah and the government have taken discreet steps to
keep this type of potential opposition under control. In
addition to normal survcillance of religious factions, the
Shalh finally paid a visit to lwmam Reza's shrine at Mashad
in May to mcet with religious leaders and urge, in his
public speech, that faithful muslims not be misled into
terrorism by subversive pgroups. In their trips to various
provinces, the Prime Minister and Eupress Farah have devoted
time and public utterance to placating the faithful and
trying to draw them (and their religion) into a supportive
relationship to the government. A perceptive younger
nember of the Empress’ Special Bureas claims the royal
familyv watches rhe religious situation very carefully, and
that many rural development efforts are geared to drawing
more of the religious fundamentalistsinto the modern sector
through greater participation in secular projects.

what Vili the Goicrnuent Do?

Both the GOI and the Resurgence Party zare assimilating this
upsuv e of criticion and e tped Yoo itien” whieh hon v oon

OO IDFRTTAL
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Fage scved

brourht on by a cowbinaciod of the GOT's owi palicies and
citcwrstaace s, Over the sty term, loce appear to be
throe enlinng, oy ion of apprenctes: 1) Ihe
voveintLan o hee GOt and pueaiure, tre w0 bring
these oppositivnint actions under the Resurgence Party
wiabvrelia. By coltling for critics to become active in the
Poriy or proayed iLeir erviticisny to Parer uniis, the GOL
covid attempr o enensipass the nascent opposition entirvely
within the prescat pelivleat syscen.  Thia will soc be
vhoily possible, since tclicre are other orjpanizations--the
Japerial Conmission, the Group for the Study of Iran's
Problems, and cthe Imperial Inspectorate, for example--which
play roles in this arca. Having ideatified some critics
through leiier signatures, these individceals may get the
call to play the Parcy Game. Soime may hced, most probably
will not--this could cventually bring them into conflict
with the systeaw itsclf as they rry to justify their refusal

to participate by attacking the system and the Shah personally.

2) Both government and Shali may simply continue to relax
and allow more criticism as the price of -opening up the
political system. This could only be done if it is
perceived tnat this cype of oppusition is safely manageable
in sccurity terms, and that the system is stable enough to
afford what the Shah calls the “luxury of dissent". Any
hint of foreign support for or cven public symputhy with
oppusition groups from any quarter would probably bring a
sharp, if perhaps sophisticated, crackdown.

3) The government may simply repress such criticism or
limit it a priori on grounds of state sccurity. This
secms an unlikely choice--it would defcat the purpose of
opening up the political systewm. Undoubtedly, however, the
Shah would take this course if eriticism got out of hand--
or exceeded the permissible and attacked on a regular and
sustained basis, the Shah as an institution, the Counstitution,
or the Shah-People Reforms. lovayda's current posture
sugpests that criticism which calls these fundamcnials

into question will not be allow:d, or subject the critics
to the force of harassment and limitation.

In practice, rhe GOIL will probably use all threc--tolerance
to bring criticism out, attempts to direct it toward the
Party, and sowe form of limiting control ro keep it from
destabilizing rhe developing Ilranian political svsiem. The
degree to vhich repression may be applicd will depend upon
the content of the critic's message. If oppositionist
criticism remains focused rather narrowly, as it has for
7-10 years, on a crivique of present facus of life, it may
be supportable at a fairly high level of vituperation. If,
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forbidlen zonae-Shal, Scsh-
“hen the resime will
In sece sence, ¢f

S 48 u)- . ot

i hawe Lo deal with one of
lhu lhr: "Fort . Lo this degree, tenor of the
critic?sm "111 The Shah himsel might nor,
at lesot pricaa oo T

2 raely difficuley acquicaning

in exiticisw ot qwe bewween Jonarch aud Constitution
if ir were dote: aucractice spirit, Out and oud
muckraking over his own p"fsonal role, or radical leftist
suggcstions ol a 'people's republic” for Iran, a la Tudch
times are likely to get as short a shift as one would expaect

in a moderniziug monarchy which is wunetheless still a real
monuarchy.

L“" DU L

U.S. Artitudes

The U.S. is not directly involved in this process of increased
critcicism, nor should it be. Critics of the €OI may use
syithols with which many Amcricans might sympathize. 7Yhe
U.S. may also coume under fire from those caustic of our
traditionally close ties with Iran under the Pahlavi Dynast
In both cases, wo should trecat the process of criticism as

a purely internal Iranian matter. At discrcet moments and
in the right place privately, it will do no harm and some
positive good to express our approval of the opening up
process and reinforce the thinking that has led to it. On
the other hand. the U.S. should avoid the teumptation to make
public pronouncements on the subject which might be misin-
terpreted by either critics or supporters of the prescnt
regime, or both. Given the differences in culture and
political perception between elites and ordinary individuals
in both countries, as well as the long history in Iran of
connection between foreign intrigue and dissidence, the
lower the U.S. profile, the better.

IVAN
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