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DISCUSSION

. 1. BACKGROUND TO CURRENT UNREST
iran in 1978 has becn experiencing political turmoil and civil unrest
rore sericus than at any other time in Shah Mchammed Reza Pahlavi's 37-year
reign. Ironically, the unrest that threatens the Shah has been born largely
of his success in promoting social change and economic development in Iran's
traditionally oriented society. This change has been so rapi& that it has
outpaced the ability of thei country's social, economic, and political insti-

tutions to adapt. [t was the confluence of serious problems growing cut of

each of these areas, rather than any single adverse or umpopular dgvel’opmnti

that precipitated the escalating street demonstrations that led to the declara-

tion of martial law in Sc?tember 1978. Despite martial law, popular unrest

continued , and bas in fact assumed new forms such as widespread labor stoppages
" and student -boycotts.

' Social I1ls |

~ The awml modernization of Iranian society in the past 15 years

has brought substantzal benefits to Iran's population, as W

medical services, but has also created serious dislocations that have contri-
‘buted directly to civil unrest. The Shah's White Réevolution, formzlly launched
"in 1963 and later deﬂg'nated the Shah-Pecple Revolutien, introduced fundamental
\t‘*/canplete changes to the basxc% Iraman society, including land

amersl‘up, Tural developnent and water distribution, the court system, education

~ and health services, and the role of the clergy and%men. To the disruptive
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* Shah an rad:.tmr'al islan.
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irpact of these reforrs has been adg.ed the socnal effects of rapid, virtually

forced, industrialzzatmnl wwm the

_accelerated emergence of a modern middle classl and e increasingly rapid

urbani zatieﬁ Lufpeboing.,

Those who now challenge the Shah and seek to reform or replace Itan's ‘

) political system are drawn from groups that have benefitted from the trans-

formation of society, notably the growing murbers of educated youth, as well
as from the disadvantaged groups that have not, especially unskilled and
wunarployed migrants tao the urban arveas. th categories, if only through
exposure to the media, have partially assimiﬁted modern, secular ideas and
values t:hét have left them ill-equipped to live in a harsh, i::;)ersona} urban
environment, and have pmrpted them to c.".allenge all authonty 1nc1t.:l'1‘;; the

This last de:elo--cn.. has served to reinforce

aluad, SH1-g pilitiereh
the predxsposnmn of the mflunnnal religious leaders, the rullahs, %o oppose

A
modemization,

Economic Difficulties
1til recently the steady and rapid growth of Iran's economy seemed able
to assure material progress sufficient to override the ill effects of gmwz.ng
social problems. Now, however, the Iranian government and people are aware
that the economic benefits already wan are not well d'istnbuteu, that future
benefits will not come as eaéily, and that the overall quality of life may

rot be improving, even in the areas where the economy has grownémst quickly.
/ Cir

[ y 1‘3&
Bacause the é’éﬁé&.«é of vzrtuall) all classes have outpaced,{-a'enal gains,

- ) -
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p-wll\
moreover, the political impact of the ?.;o'\oruc situation has becone rore

R
troublesome than the cconomic reaht;/\. which almost certainly is that the
typical Tranian enjoys a higher standard of living now than at any time
in the past. Corplaints center on inflation, corruption, and the increasingly
uneven distribution of wealth, as wsll as on such concrete needs as housing,
food, transpox%tion, crployment, and essential public services.
The economic difficulties that contributed to the current unrest resulted

primarily from the very ambiticus industrialization drive of the carly and

N awtepelef .
nid~1970s. Based on “oil revenues (prices havmg quadrupled in 1973
Lev erorpie;

and 1974) the 1973-78 five-year investment program, included $70 billion in
industrial development projects. Durx'ng the period 1970-76 Iran enjoyed
average annual real GNP growth of over 10 percent, but it also suffercd
Grd T Cwemel lics

related prob-lems: shortages of skilled laboR; overtaxed storage, port, and
iniland distribution facilities; serious bureaucratic delays; growing inflation
{24 perceat in 1977); and the relative negler_.t of agriculture and the private
-sector. The boom came to a halt in 1977 -- when real G\P growth fell to less .
than three p‘érccnt. And more madest goal§ were édoptcd -- but the politicai
.dama'ge, especially among urban workers, small businessmen, and artisans, had
alrcady been done.

Political Inpasse

iran's political system has proved unable to respond effectively to the
surge of demands on it r.hz}t has grown out of the country's myriad social and
cconomic problems. Paradoxically, the Shah and the government are now suffer-
ing the comseguences both of his long-time authoritarian rule, which has allowed
httlc cp')ortumt) for meaningful pOpular participation, and of his recent RS

wpohtxcal 1iberalization, uhich\mdemutted the eipression of

Whes
s €
gricvances tth to cerious unrcsf. The liberalization program, undenday
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for the past two years, has in fact allowed considerable freedom for

the press, has permitted formatjon of pslitical parties cutside the official
Rastakhiz Party, and has promised free clections in 1979. In addition,

the program has been accompanied by 2 significant reducticn in the use of
police state methods by SAVAK and other ageacies to menitor a.;wd control
political activity, As a result of this lifting of comstraints, political
expression by a wide variety of groups, loyal and disloyal, has rushroomed
beyond the ability of the country's en.;ezbled official institutions to

cope, Neither the pcople nor the StaMpared to accept the duties
and responsib‘.iliries of a deérocratic political system. ‘

The Rastakhiz Party has virtually collagsed in this turr.b'il. and the
Mzjlis (parliament) -- although much more active as a forum for debate of
the country's problems than at any time since the 1950s, and therefcre
of somé use as a safety valve -- has failed to provide effective solutions
to or leadership out of the political wuncertainty. The burden therefore
has fallen wholly on the Shah End-op—the—new-and-g’m&rany weazk-governrent:
©of Prime l‘-linisferJafaanarif ~Erami-}to balance the need for public order
with the need for a political settlerent. Senior military leaders have
beenlprcssing the former; the civilian opposition has been demanding the
latter, .

The civilian opposition nﬁmtmg the challcna: contains two main eclements:
the leftist successors to the Naticnal Front of the 1950s, now cooperating
to a limited cxtent under the nare Iranian Freedom Seekers Liberation
Moverent; and the conéen'a:ix-e’glé:;'.a religious commmity. The nationalists
draw strength from the urba.n:;nd ;—:per class intelligentsia, and opp’5se
authoritariah government generally, whercas the religious opposition is
Vsupported by the lower ;znd lgwer-rildle classes, and oppeses primarily the

ca'y
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reformist policies of the Shah, that threaten the status of religion in
the country, In addition, the organized opposition includes two terrorist
g'roups‘-- the People’s S:x:x.lgglers, which draws its membership from the religious
opposition; and the People's Sacrifice Guerrillas, which is leftist oriented
and directed and recruits among university students -- and the Tudeh (Communist)
Party. The religious leaders, cspecially such figures as exiled Ayatollah
Ruhollah Khomeini or Ayatollah Shariat_rﬁadari £rom the hely city of Qom, have
great influence with and can 'quick'ly mobilize the masses, but in the p:;st
they have demonstrated only a limited ability to organize themselves and
their follawers: The leftist parties and terrorist groups are better
organized, but command a smaller following; Leaders of the several opposition
groups perceive the need to work together, but their widely differinvg tactics
_and goals (discussed below) have made effective cooperation impossible,
IT. NEAR TERM OUTLOOK

The period up to mid-1979' is likely to prove critical in detemmining
the ability of the Shah to preserve the powers of the Pahlavi dynasty and
Iran's existing political system in evsn a weakéned form ﬁmct:;oning as
they have in the past. The Shah in this time t’rané will need to demonstrate
his detemﬁation and gbil.ity' to protect civil order, for altliough martial
-lav'-"could be enendec} beydnd its scheduled expiration in March 1979, to do so
would further weaken his position by implicitly acknowledging failure to
rée§tab’1'ish' stability and confidence.. Additionally, the Shah has premised that
the -quadrennial elections- to-the Majlis due by early summer 1979 will be held
and will be free, Making good on this pledge will reouire unparalleled

¢oncessions on the part of both the monarch and his principal opponents. If

the Shah succeeds in meeting these challenges, he will have won himself a

‘ will
respite; if he fails, his posi'tion\:%oe progressively undermined.




SECRET

Enforcing Martial Law.

The Shah and the government will face major difficulties in attempting
to maintain civil order in the coming months even under rartial law. Although
relative stability has been maintained since September in Tehran and the
eleven other cities where martial law has been instituted, civil disturbances

... -.fnc,nv.‘&(wc.uhr'
and terrorist incidents have sprea)\‘e-ae:;-’—*——%—ﬂg

stoppages have shut down a great many public and some private sector enter-

prises, and student boycotts have delayed the opening of most universities.
Ironically, the government's success in restoring order in these ciramstances

will turn in large part on the continued willingness of its rore moderate

opponents to counsel restraint to their more radical co-relizfonists and
political associates. Government representatives have been consulting with
selected religious lecaders and civilian pol iticians, attempting with scme
success to play on their interest in a‘.'oi;.’ing anarchy and in ensuring con-
trolled change and continued basic stability. This tactic will not end
the disturbances or satisfy the critics, but it may buy time and preveni
further solidification of the oppesition while the government seeks to
implement reforms. .
~ Sty '
Shcm serious disorders recur, the ma:j&poly of force held by
" . rEore
the Iranian armed and security forces mmﬂ]{rowdyhen the capa-
bility to prevent the disturbances from growing out of control,.either in
the immediate future or in 1979 if an extension of martial law becomes
necessary. Although normally not well traimed for riot control, these
forces have been provided special cqrzf_m:&tl and limited additioﬁa'l training j
and will be able to protect the rcgm; as long as they remain loyal and
determined to do so. The military at present is supporting the regime
and is prepared to defend it with

.5.
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force, but it is clear there are degrees of loyaity and support among its
personnel.

Senior officers have the most at stake in the regime, are the most
conservative politically, and tend to be the most loyal to the Shah. It was
they who convinced .the Shah to declare rmartial law, however, and tﬁey would
be the most tempted in extreme circumstances to translate their frustrations
with continued unrest agé‘,.‘the troubles of the civilian government into
demands for a military govermment or‘ a military coup. sielwmakh Me have less

A

information concerning the attitudes of junior officers and enlisted men,

. lowem_ ant fowea-rmdidte clecy
athe latter in particular are drawn largely from the same disadvantaged groups
as are the" demonstrators. There is therefore less certainty, if wi ‘ .

s ety broke dpnvn— .

: PV wred~that these elements of the military would long obey orders
to fire on demonstrators solely to protect the Shah and a governwent appointed
by him. Of phe several military units available to enforce martial law, the
Irperial Guards, now deployed in Tchran, the Special Forces Brigade, and the

Afrbome troops are considered wost reliable by the Iranian government.
Calming the Opposition
. The security situation will finally be quieted, if at all, only foliowing
significant concessions by the Shah and the government over and above what
they hav.é already offered. These concessions will be necessary in all areas:
social, economic, and political. Even sweeping concessions will not ensure

continved calm, however, for there is an almost universal tendency among

Iranians, and certainly among the political and religious opposition, to

-7 -
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interpret any concessions as sxgns of wealness t‘za.t should be exploited
SeHleveeny

rather than as positive elements o?éoliti-caﬁw The Shah and the
government ihe.refore will need to couple well timed and well defined con-
cessions with the judicious exercise of sufficient authority and force to
intimidate those who, cquating lenience with weakness, would {urthe;'
challenge the regime.

The demfmds being pressed by the several opposition grouds vary widcly',‘/ '
‘in terms oYAsZ-bstance, the spirit in which they are made, and the likelihood
of their acceptance by the regime. The Si\i'a clergy, who are leading the
most effective opposition, also differ among themselves. The adesim rost o587
W influential leader, the exiled Avatollzh F‘\onemz has for yrars
callzaié%%’%;:::-&:%§ine Shah and the cstablishment of a theocracys thus
there is +kesmedez virtually no chance that the Shah or any secular governwent
can % a settlement with him. More moderate religious figures in Iran,
including the well knawn Ayatollah Sharia\@ai’aﬁ,- derand es® 3 reduced role
for the Shah and the effective irplementation of existing but heretofore ignored
constxtzgxo:at;:msmns for t.he rzvxew of le f1slanon by a cormittee of
theologians ,"pa_ss on its _.la:zuc tenets, Alchough there is no
chance that such a body would be allowed a veto power, there probably is some
mom for a compromise solution. Regardless of their personal rivalries and
differences over ultimate. goals Somciooge,  Shia rcugzm? leaders are umted
in their demand that the Shah halt his socizfz;:::;:;:;ag programs, which they

‘believe have had a degenerating, secularizing effect on traditional Islamic

society.
' £€ivilien politicians -- notably those affiliated with the National Front,

but also those leading the small incependent parties being formed in

~1085-
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anticipation of the 1979 élections -- for the most part are demanding a
sharp reduction in the role of the Shah and the establishment of a

With a pripme Minlfen /ndependemdts ¢ Slie Shah,
constitutional monarchyA Generally leftist oriented, these politicians
are pressing_ for greater civil rights, an end to corruption and privilege,
Aa.nd a more indepen&ent foreign policy, including %bsening of Iran's
ties to the US, This group is supported by a significant portion of the
.modern middle class, but does not have the widespread, fanatical following
of the mullahs. This amalgam of civilian oppositionists is not opposed in
principle to the Shah's program of modemizing Iran's society and economy,
and stands t¢ gain the most from any expansicn of political liberalization.
The Shah ahd goverﬂment therefore have a better chance of arranging an
accomodation with this group than with any other element of the opposition.

There is no likelihood that the current regime can find any cormon

ground with the countiy's two terrorist groups or with the Tudeh Party.
All want to depose the Shah; the Cormunists and the People's Sacrifice
Guerrillas would in.sta.n a secular Marxist government, the Pcople's Strugglers
apparently favor the theocracy called for by thie radically conservative Shia
leaders. The Iranian security services over the years have sharply limited
the effectiveness of these radical groups, with the result that they have
'not beed able to mount é concerted aita’ck on the regime, even though they
-are in. contact with one another and share some overlapping membership .
These groups maintain clandestine organizations, however, that may enable
-t them in the future to capitalize more effectively on civil disorder.

especially through the use of terrorism.

-9 -
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The Shah has already made a number of coacessions in his effort to
end civil unrest and elicit the tolerance of roderate religicus and political
leaders. In the area of society and religion, he has appointed a prim minister
(Sharif-Emami) who enjoys good relations with Shia leaders, dismissed some
(e:',,;f( el l,, (/u.- -3 ‘( On feretieal 7‘:!—,&3
sddedevgen: government officials who were nemers of the Bahai secta abolished
the cabinet post for women's affairs, clevated responsibility for the religious
endowment fund to cabinet level, closec gambling casinos, reverted from the
so-called Pahlavi calendar to the Y& calendar, and opened priva:e nego-

tiations with the religious lcaders. To meet economic deﬂands the government

n'ubasrzs.ettlel' nurerous strikes in public sector enterpnses\%znerous
tenns -~ increased wages, housing allcwances, pensions and the like -- and m
indicated its intention to cut back spending on defcnse and nuclear programs
. in favor of projects dxrectly affecting the :rasses of the people, including

housing, agriculture, transporation, and sanitation. In the political field,

[e &
o 7.' %y the Shah's liberalization

- F{G"‘”Cd f{.( (b{{a'“o of all ,aln Yieed pr ti~erg
program Das-pledpet will continmm, Acxrcwnscnued the activities ’

the regime
of the rbyal family, launched a vigorous anti-corruption program, and affirmed
the freedom of the press, the right to assembly, and the indazpendence of

the tmiversities. The Shah < also allowed marginally greater latitude to
ed 2

édac - Ewroan whan Yca PHCAT O IEy 74,
the eut govem?ent than was joyed by its recent predec sors .A 4,//- e
70/tnvce , A)a'y J‘o”nwpfd ez A s,

None of Iran's baszc problems will be solved in the" few m ths that remain

before the 1979 elections are due, yet it is duri'ng this pericd that the Shah

- 10 -
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rost badly nced.s to fmtect a measure of public order and political confidunce.

IO"( ¢ l“ ‘\d', o P . .
Chance of dsing this, and of inducing

e
participation in the clections by the moderate opposition, bu~ only if the

2 ravyy ub¢fantisd mel wd,
government canci'r{ues%o-amlefﬂewsqu. "'hese would =§-ua~.‘°e

s e
pconcrete evidence of the government's intention to irprove the ecconomic lot

of the common man, -.to protect or enhance the prerogatives of the mullahs and
the role of Islam, to lift martial law as scheduled, 2 to 2allow unfettered
political activity in the pre-election period, dné 54(7 e re/ﬁrcas @I

L@ cttrpen” Soreatimenst uw,rh ot~
7 7 Impact on Forexa and Defense Poizcy one r-mre independ. g7 be Shoh

ning 1978 : (Elh‘lb'/
The unrcst: in Iranzhas had no significant zmpact: on the counnz
rtlodon I i e gerfaet l‘lcrf{t“‘q V.(:f éaf e Cavier alta,
relations mgh its nexghbors, Iranian officials have’ cccaswnally alleged
that the USSR has actively backed dissident groups in Iran, bu. we have no
independent evidence to confirm this, and the Iranian security services have

privately acknowledged that the disturbances have been homegrown. The Soviets

pol ar a5,
%L, the Shah¥an opponent who uses Iran's political, financial, and
military might to frustrate Soviet regional goals, A o

By e ,.'!;-WW' ‘ Sttt hiom SHvisaCicemerrivesthaes T
\hage been Dr'r eetl) '
WM&‘CIM& o become,\invo ved in the

events in Ira.n lest such involvement jeopardize the currently good bilateral
Haed  erigt

economic relationship and acceptable pohncal t:.es between Tehran and Moscow.

wouldy

ra
Soviet interes Z Urfer a short temm sctback if the Shah were overthrmm

and succeeded by a reacuonary military or religious % mxrent but s

Sovierrrrrrlcsteviavenite such 2 developM a period

of instability that in time would facilizate the expansion of Soviet influence

- 11 -~
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in Iran and in the Persian Gulf region. Concerned with Iran's domestic
problems, the Shah fOwssimescamt is 1ikely in the near tem to take great
care to avoid any changes or difficulties in his relations with the Soviéts.
This preoccupation with internal developments will also prompt Iran
to scel;‘tc‘%n::x.n'_vﬁd correct relations with its smeprimary regional rivals, -
Iraq andYafghanistan. The reconciliation reached with Iraq in 1975 has
endured well, and the Iraq:us are in any case not likely to seek to take
advantage_ of Iran's current difficulties, Althcugh the Iraqi regime is

ideologically oppos'ed to the Shah, its apprehension about Soviet actiﬁties
- Fhe aGrea

in seraiion ) and its concern

hat~
about the attitudes and behavior of the Aalf of the Iraqi population that is

Sh:.a, inc¢line Baghdad to prefer a continued role for the Shah to the
l‘ TA‘A
uncertamues of political chaos or the emergence of a reactionary religious

or military government. Possessing virtually no capability tc influence events
in Iran and busy consolidating its own power, the leftist j#ywm-Tegime of

in Afsbacitfen
President Taraki is also not likely in the near temm tc¢ initiate problems

silengudnglX;. with Iran, '
PO a ’ - aAuse.
: Iran's military capabilities o i have been

affected at least minimally, by the demands of enforciing and admm.ste’mg

martial law. 'I'he Imperial Guard, the S,ecz.al Forces, and some airborne troops
are deployed in Tehran, and virtually all units around the country have been
drawn on for troops and eqmpmﬂnt to supplerent local police forces. This

as weld
diversion, psydxolog&tcrl-s-i ysical, almost certainly has had a der.m-ental
effect on readiness levels and morale, and ray have had a limited impact on

combat capabilities as well. These problers are not likely in the near term,
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however, to reduce significantly Iran's overall military superiority over
Iraq or in the Persian Gulf, nor are they likely to stimulate any review of
Iranian security policy in these areas. A decision in the interests of
econony to postpone indefinitely or cancel the future purchase of sobhisti-
cated military equipment, especially the projected large numbers of F-14
and F-16 aircraft and sizable quantities of ground force equipment,would
not impact on overall military capabilities wntil at least the early 1930s,

» but by the mid-1980s would begin to reduce Iran's capabilities relative to
both Iraq and the USSR,

Iran in fact pmskelsly will cut back or delay purchases of military
and pessibly industrial equipment from the US as a result of economic
difficulties growing out of theﬁ:rmr:t’ Erest, but this is like;y to be
a limited retrenchrment that will not,j.npact on the broader relationship.
gese fcononic difficulties presumably will sncline Iran again to push for
nbﬂeratqu higher oil prices, but price policy is not likely to beceme
tied in ény rore direct way to near temm political de?elopments. Despite
their peremial, suspiciens that the US is involved in all of Iran‘s domestic
affairs,hlranians consider a continued close relationship with the US, and
American backing for the Shah, to be essential in a period of political
wncertainity,  If the Shzh follaws through with his current plan to pursue
ﬁplwﬁntation of. his liberalization program, serious difficulties over

 human rights and other bilateral political issues are likely to be avoided.

IIf. LONGER TERM: PROBLEMS
ITan faces several basic problems awhmpitiygy- that will place important

constraints on the country's longer-tem options in domestic and foreign

-13 -
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policy whatever the fate of the- Shak-and the present go&'em-e.;x:.. The
o . o Neandy (4F8 % fa facT
direction Iran goes in m?é,n-l—pwu,\wiu be determined in large
part by percnnial realities deriving from four principal problem areas:
-- economic growth and declining oil production ;
- domestic tensions between modemizatisn and tradit’r'.onalism,‘
'and between liberalization and authoritarianism H
-- Iran's role in the Persian Gulf region and beyond;
~- international orientation and dependence on the US,
Economics and 0il
Iran's basic economic problem is that the country's crude oil productive
capacity is now approaching its peak, and will begin to decline, probably
in the early 1980s. At the same time, large and probably grcﬁn'gisms will

be required to finance continued diversification of the economy and to

support even reduced military and nuclear programs. Beyond this, substantial
new-expendittires are wimmewlly certain to arise as the governmen: %
~ to meet grewing popular demands for economic gains.

Iran's crude oil productive capability is 6.8 million barrels per day ,\da'
in 1978. Sustainable capacity may rise to 7 million b/d by 1980, but will
_decline thereafter, almost certainly falling to 6 million b/d -- and perhaps
substantially less -- by 1985. The rate of decline will depend on the success of
a massive and costly gas injection program that is intended to maintain reser-
voir pressures and facilitate crude output in the major oilfileds. ft’e consider

that the entire volume of Iran's 43 billion barrel proved reserves .probably

will be exploitable over time with the widespread emplacement of desalting

.14 - \
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units at the oilfields and as a result of an extensive well and equipment
maintenance program. An additional 17 billion barrels of probable reserves
might be recovered using natural gas injection, although this would be at very
high cost.

With oil output falling, any Iranian government will ccme under
growing pressure -msblesesewlawdd®2y to increase oil prices to .fina:xce on-
going programs and to cover increased imports. If there were no oil price
increase until 1980, for exarple; Iran's current account would be in deficit
in that year. In the more likely circumstances that oil prices rise at about
the same rate as Iran's import prices and oil production diminishes gradually
to 5.5 million b/d by 1985, Irar's current account will go into substantial
deficit in 1982 (figure 1). If real oil prices were to rise about five per-
cent a yéar over the next several years, on the other hand, Iran might be able
to maintain a current account surplus through 1985.

Iran's $13 billion in official reserves and $6 billion in official non-
‘reserve assets will enable it to borrow on favorable tems for devélqpmnt
projects, and borrowing is expected to increase substantially. The country
has no other ready solution to its g'rov;fing foreign payments problem in the
peﬁod through the mid~1980s, however. Natural gas production (from reserves
of '500-600 trillion cubic feet, second in size only to those of the USSR)
will rise substantially in the next few years, but will not rep.lace oil as a
major foreign exchange eamner. An active program to attract foreign invest-

.ment has recently enjoyed limited success, but it will falter unless political

stability is quickly restored.

SECRET
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As a result of these difficulties, <womxewsr for the nex: several

years is likely to grow at a modest rate of only four to seven percent
annually, and little progress is likely to be made in restructuring the
economy. Despite the current erphasis on the need to diversify industry,
for example, this sector will constitute only a slightly larger proportion
of GNP in 1985 than it did in 1977 (figure 2). Serious domestic constraints
will persist as a result of the generally i‘nadequatc; infrastyucture, the
shortage of skilled labor and technical persornel, the lack of productivity
in the private sector and agriculture, and the inflation that will be further

stirulated by the economic concessions now being granted to quiet populat

unrest. : ,
A ) . s,\nwi i ;
In the next few years Iranian policy makers — ==

‘Hwived-wteps~eo shift resources away from the recently favored military and

nuclear programs to such fundamental needs as transportation and agriculture.

She b
Unless Asignificant changes in priorities are made, for exanple, the proportion

of Iran's food requirements produced domestically is likely to fall from the-
current 7S percent to as low as 60 percent, nec_essitating.a manifold increase.
in payments for food imports and price subsidies. On the political side,
reoﬁentation will be essential to forestall further unrest as popular expecta-
tions are deflated by reduced econcmic growth. In the coming period of
leveling or declining oil producticn, therefore, this will entail m Teduc-
tion in the 28 perﬁ"ent of annual budget expenditures that now goes to'defense.
Such a reduction would leave Iran still able to fipam:e Txmm ams purchases,

but not on the scale of the 1970s.
- 16 -
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Domestic Tensions
The disorientation of Itan's society and political system that has
created formidable near-term problems for the Shah will not scon abate. Tension
will persist for many years. -- under any goverament, with or without the Shah -~
between the forces of modernization and those of tradition; and between
the forces of liberalization and those of authoritarianism. The two conflicts
are entwined but distinct; the Shah continues to agonize, for example, over
whether his strong commitment to modernizing ITan can best be pursued thréugh :
authoritarian or liberal policies.
There is much in Iranian history to predispose both the ruler énd the
"ruled to exercise and to expect authoritarian behavior. There exists no
tradition of the orderly transfer of authority, Sesmermwsisg there has been
no real experience with democratic forms, and there is little feeli.ng of
_ Iranian nationalism, even though the first Persian empire was fomded_mre

than 2500 years ago. The modemn idea of a nation-state arrived late in Iran

as an importatiocn from Europe, and did little to inspire Iranian politicians
to transcend .the common virtues of independence and self-aggrandizement in
the interests of_ the general welfare. This reluctance was also reinforced
historically by the great physical and cultural diversity of the cétmi:ry,
and by the long succession of alien rulers,

There is in Iran, on the cﬁﬁer hand, an established tradition of &
strong Tuler at thé head of an authoritarian government, and of general
obeisance to any authority that manifests its will with force.. The e@erlmce
of the current Shah, for exarple, superficially suggests that political |
stability in Iran is best assured by autboritarian government, and that periads
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of the greatest political wunrest arise when the ruler, for whatever reason,
shares authority, as during the Mosadeq crisis of 1951-53, or attempts to
intreduce additional freadoms, as with the liberalization program of thc
mid-1970s. In fact, although the political behavier of Iranians will change
only slowly, the' popular appetite for participation in government has been
sufficiently whetted by such factors as exposure to the media and Westarn
values, education, and urbanization, that no government will have the option
of turning back permanently. This conflict between authoritarianism and
liberalization is so fundamental that it is almost certain over the next
several years to cause continued instability, and therefore major problems
fﬁr either the Shah or an alternative military or civilian regime,

- The related cultural dichotomy that will ensure continued disorder in
Iranian sociéry is the tension between modernization and traditicnalism.

The Shah has been the chief proponent of rapid modemization, but the goais

6f the program are supported also by the bulk of the military leadership and

by the secular politicians, many of whom in other respects are opponents of

the Shah. Modernization as proroted by the Shah has focu;ed on land and

economic reforms, women's rights, education and health, and rural developrent.
With progress m these areas, moreover, have come other findamental changes,
especially rapid urbanization, the alteration of the traditional class structure,
and the general, pethaps. ~irreversibie, secularization of society. These, too,

_ have proved socially and pelitical disnxptive. :

The inability of Iranian society to accommodate successfully to these social

.changes stems in large part from the long-standing and pervasive influence
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of religion and religious leaders. Iran is distinguished froxﬁ all other
principal Islamic states in that its population adheres overvhelmingly to
the heterodox Shia branch of Islam. Although the Shia faith (eight percent
of all Muslims) serves in part to wnify Iran's two large cultural groups,
Persian and Azarbaijani, it also provides the devout with a mindset and a2
leadership that is fanatically opposed to modernization. Shia Islam is
not merely a religion; rather it is an all encompassing religious, economic,
legal, social, and intellectual system that controls all .aspects of life,
and the séct's leaders, unlike their counterparts in Sunni Islam, are believed
to be completing God's revelations on earth,

The tens of thousands of Sh.ia mallahs, although not well .organized
politically, have more direct-and regular contact with the masses of
Iranians than do govermment or party officialsy Because for years the rmullahs

have seen their economic, judicial.,‘ administrative, and social premgat'ives

* cifamscribed by successive governments and the forces of modernization, the

‘millahs are now using their influence to check this trend. Their challenge

now is to the Shah, but for at least the next several years they will retain
sufficient strength to make similar demands on any military or civilian

régime in which they themselves are not heavily represented. We do not foresee

any 1ikely circumstances in which a government controlled by religious leaders

would come to power, although' religiously based political parties may cmerge.
1f meaninigful clectmns are held, either in 1979 or thereafter, poh.t:.cians

will find it useful to appeal for support from the clergy.
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Geography and histofy together have ensured that Iran for the indefinita
future will face certain difficult constraints in its relationship with its
regional neighbors, Strategic, economic, pelitical, and cultural factors
all distinguish Iran's interests from the often competing interests of the

Ol hE 3rbn0t
Arabs to the West or the Afghans,\t'a the East. Iranian leaders of any political
stripe will find their options in regional foreign and defense policy limized
by the need to protect the country's \territoz'ia.l integrity and oil routes, and
by their interest in balancing the anti-Persian outlook and policies of
neighboring states.

Iran's most irmmediate foreign policy concern is to ensure Iranian
hegemony in the Persian Gulf region, a goal dictated by apprehensicn about
Arab radicalism and the vulnerability of Iran's oil fields and shipping lanes.
In pursuit of this goal, Iran has sought correct bilateral relations with the
States it sees as mét likely to threaten this hegemomy -- the USSR, Iraq,
and Saudi Arabia -- and has tried to interest the Arab Gulf states in a regional
collective security arrangement. Deepseated Arab distrust of Persian ambitions
has precluded any such multilateral agreerent, and almost certainly will
continue to do so, although the Arabs individually have been willing to
normalize relations with Iran. '

Iran and Iraq have observed scrupulously the provisions of the Algiers

‘Accord of 1975 that ended Iran's. involvement in the Kurdish rebellion and

delineated the two states’® common border, and bilateral relaticns are likely

- 20 ~
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to remain stable for the next few years. This stability is a result primarily
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of the apprehension Iraqi leaders have of Iran's military strength and
political influence, and their concemn about Soviet activities in the area.

_ - Cuar rendl
Iran, for its part, is grateful that I‘raqhik nei‘.lher meddling in Iran's
domestic problems nov attempting actively to subvert the smaller conservative
Arab regimes in the Gulf. Saudi Arabia's determination to preserve its sphere
of influence on the Arab side of the Gulf, its rore conservative policy on |
o0il prices, and its apprehension about developments inside Iran-and about the
policy toward Saudi Arabia of a possible post-Shah government are likely to
preclude significantly closer ties with Ir’an'm. The
two states' shared anxiety about perceived Soviet and radical Arab threats
probably will lead them to mim"mize-any contentious bilateral issues, however.

) region ,
Iran's defense policy in the Persian Gul‘fbis aimed at creating a

preponderant force capable of deterring or making costly an attack from any
quarter, and able to project Iranian power abread, especially in the north-
west Indian Ocean. If current plans for the acquisition of additicnal in,ilitary
_equipment are implemented, these objectives are likely to be substantially
achieved by the mid-1980s as the Iranian armed forces, already the largest and
b.est equipped in the Gulf, increase their superiority over the other littoral
. states. If.Iran for economic reasons cuts back sharply or delays indefinitely
its purchases of scphisticated military equipment, however, especially F-14
and F-16 aircraft and major ground force equipment, the margin of its superiorii

over Itag will be reduced significantly in the mid-1980s.
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Iran's present military superiority over Irag rests primarily en
the strength of its Air Force, which has more high-performance aircraft,
better pilot training, a greater airborne EQ! capability, and ordnance such
as lasér-guided bombs and TV-guided missiles that are unavailable to Iraqg.
The Iranisn Navy also is far superior to that of Itaq; it could easily close
the Culf to Iraqi shipping, and could atrempt small asphibious operations.
The two states' ground forces are more nearly balanced, however, with each
side pqsseSsing different advantages in termms of equipment and czpable of
incursions into d\e other's territory. The disposition of groumd forces
(figure 3) and the greater mobility of Iragi forces could in fact give

Baghdad a substantial numerical advantage along the border during the

; iti t O 7
initial stages of an at ack i€ purqued intel
A program of naval expansion now underway , the 1980s, further

strengthen Iran's ability to project its forces into the Indian Ocean and onto
the Arabian peninsula, Despite this accretion of military power, however, we
estimate that Iran will continue to act in a ﬁstﬁmed manner consistent
Ainder Gny efecable fiytanmemt
with its current policyf Iran would be lzkely’\ o intervene with its fcrces
to control security problems among the smaller states on the Arabian Peénin-
sulg only if invirted to do so or if tacitly approved by the conservative
Arabs, especially Saudi Arabia -- as was the case when Iran_intervened in
the Dhofar ¥at in Oman in the mid-1970s -- and would move to seize
and control shipping lanes only in response to a direct threat to Iran's own
Security. | .

- The distrust that characterizes relations between Iran and Afghanistm 1s
virtually certam to deepen over the next few years as a result of what Iran
considers Afghan President Taraki's steady movement toward a closer
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velationship with the USSR. Shah mbablyh?ﬁ?ﬁde covert support

to Afghan dissic}aﬂt ' ﬁufi }:E:ﬁgercéiw:q' an opportunity to undermins the
leftist government !t;-'.. but owing to Iran's domestic problems and apprehenision
about possible Soviet reacti.'Mt ikely to interfere blatantly or
directly. On the diplomatic level, Tehran will seek continued correct rela-
tions with Kabul in the hope of checking the growth of Soviet influence in
Afghanistan. To protect against a long:?' gﬁﬁ?ﬁ:&?ﬁtﬁf lt\ggéver, Iran
over: the next few years will take steps to improve its mil'itary posture in
the eastémn border area. Iran's limited forces in the east at present are
sufficig‘nt to defend against any likely military threat, but fhey have little
capability to project power beyond Iran's borders. '
International Orientation .

Iranian leaders of all but the most radical leftist or terrorist groups .

~ share an 2pprehension about Iran's geopolitical position. They see Iran as
surrounded not only by basically wnfriendly or ﬁ:ﬁrgliable area states, but
also by 4 superpower, Russia, that is determined over the long temm to undermine
Ir#n's regional influehce and internal stability. As a result of this percep-
tion and :t'he extensive ties that Iran canSeciuenfly has developed with the
United States, no sharp reorientation of Iranian policy vis'a-visnsupefpawers
is likely in the period through the mid-1980s.

Theé vigorous anti-Commmism of the Shah and of most senior Iranian
politiéal and military leaders grew.out of the Soviet occupation of Iran during
and after World War II, and out of the difficult early years of the Sha'h'sv rcigx&

when the Soviets were seen as the principal threat to his role and to the
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