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HeliORANDUNM FOR: The Honorable ¥William P. Rogers
Secretary of State

1. Following our discussion londay of the current ssam-
ing- impasse bstwesn the Shah and the companies, I have spent ™
scm2 tims talking to

w This memorandum aboub his impressions is
-solaly Tor your information. . :

2. saw the Shah on (R to discuss 2
number of points related to the overall United States
Hposition in Iran and to inform the Shzh that he would

2 1n Washington this week. '

3. The Shah said that thers was on2 point which he wished

m to undarstend very clearly: that
- he wo nov discuss his esssntial position on what would be

done with Iran's oil with me or any other representative of the
United States Govermment whose objective was to influence hin

to modify it. He said that this is not ths proper role of govern-
ment as has been recognized by the United Nations. The U. N.

has also made clear that the way in which a nation handles and
.disposes of its natural resources is its business alone. ter
further conversation during which sought to insore
that he had as precise as possible an understanding of what the
Shah meant, asked whsther the Shah's position as
outlined in his speech to the National Congress could accuratal
be characterized as "non-negotiable". The Shah replied affirma-
tively, adding that he was entirely unable to understand why both
the ccmpanies and the United States Govermment did not recognize
that the arrangemen® which he offersd was ons which would fulfill
the major United States objective of insuring a frze and pre-
dictable flow of oil to the West at reasonable prices and at the
-samz time relieve the oil cempanies of the need to make sub-
stantial investments in physical plant and exploration. As he

t\—‘l

had said in his speech, good custcmers traditionally receive
prices advantageous to tham.' As to compensabion, his intention

was not to confiscate —- a2lthough he could if he wished -~ but to
ray just and reasonable amounts to the companies in reimbursement
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10r their investment, Also, ths purchaser-saller relationshin
once established, would eliminats for all tims the ldnd of crisis-
C: zed the Iran-consortinm re-

LiPe negotiations which have characteri
lationship and have 01 occasion led to a serious erosion of the
relatlonship of his couniry to its Western Iriends.

L. skad the Shah whether he could identify
what aspscts of the purchaser-ssller relationship wers giving ths
ceémpanies trouble. The Shah said he thought it had something to
do with taxes, at least in the case of the United States companies,
If taxes were in fact a major problem, he could not see ¥hy appro-
pPriate modifications could not be made to tha United States tax
structurs., After all, the €nergy problem of the United States and
- the world is clear enough, Iran can and will provide oil a% '
Teasonable cost and with greater predictability than most other

producers, Iran cannoy, however, take care of problems which are

properly thoss of tha United States Government.

5. The Shzh went on to say that to equate Iran and Saudi.
Arabia in terms of their respsciive abilities to manags their cil
resources is both absurd and confusing to a realistic assassment .
of his position., "Participation" is both appropriate and r=cessary
to Saudi Aravia given her present stag2 of davelopment, Certainly
the Saudisg recognize this. On the other hand, "participation! is
neither appropriate nor necessary to Iran. Iran would retain soms
"technicians! presently employed by the consortium angd perhaps hire
others. However, the number required is in no way comparable to
Saudi Arabia's requirements -- to say nothing of +the requirements
of Kuwait angd Abu Dhabi, 7o argue’ then that for the consoriium
to take advantage of his offer would be to risk upsetiing agree-
ments reachad with Arab pProducers is, in his view, specious. So,
too, he thought, would be any legalistic argument to the effec
that he was arbitrarily abrogating a contractual agresment to which
the other partiss hag rigorously adhered. He had frequently made
the point to the companies that appropriate steps had to be taken
to implemsnt secondary recovery and other "consarvation® measures.
That they wouid do SO was explicit in last year's agresment. To
date they had not taken such s5teps, as he had "told his tzoplan
in his spsech.

6. The Shah said that h2 had no intention of ccning oul
5econd best to Dr. Yemani. Hs saigd that the companiss had seriously
mi.sled him last year during discussions in St. Morits when they




"troiised" hin izt they would not £0 zbove tweniy parcent vartizi-
ration. Thz Shah wani oa o say that he vas convinced that nis
Way -- the purchassr-zeller arrangen2ns -- is "th2 way of the
world today!. Exdsting coniractual arrang2rents are already
anachronistic in somz instaonces and will baccome increasingly so.

7. It should te noted in connesction with the Shah's sensi-
tivity about his and Dr. Yamani's resp
United States Goverrment through Ambassador Farland has formally
assured the Shah that this wonld no: be the case, i.e. that Iran
would not comzs off sscond basi.

8. It is perhaps worth noting at this point that in recent
years, when the Shah intends to do something which ke considers
significant in terms of his (somewhat different) rel tionships
Wlth the United Statss and Britain, hz has taken pains %o make
his intention clear and has on the whole dons what he has said -
he would do. Not long before his occupation of the Tunbs and Abu
Musa he remarked that ha had made every effort to avoid a situation
in which -~ after he had dopa what he said hz would do -~ tha
British would say, "Why did you not tell us you were going to do
that?n, ' ~

. SN o-1:-ves that since the Shah has stated his

position to his people and both ths Senate and Majlis have en- 1.5(c)
dorsed it (whether pro-forma or not is unimportant), it is very 3.4(b)}(1)

difficult to see how —— or Tor that matter why -- he could or
should chang= i%.

0. G - that the Shah is saying that
while his basic position is not negzotiable and he will find amy-

thing that savors of govermment intervention to changs it in- i8¢
tolerable, there are areas within the basic framswork which are 54bﬁﬁ)'

negovizble: for example, prices, the nature of price to world
rice index relationship, bases of reimburssment of investmant,

contimation of company personnzl on contract to NIOC, amounts of
‘capital to be contributed. There may be others. In any case, it
is in these areas that productive discussiony batwsen the Shah and

the companies aprears possible,

11l. Copies of this memorandum have bzen sent to lMr. John
Ehrlichman, Assistans to the President for Domestic Affairs,
Mr., Henry Kissinger, Assistant to the Presiden: for National
Security Affairs, and Mr. Peter Flanigan,”Assistant to the Presi-
dent for International Econcmic A 1

ffairs.

Dl

Richard Helms




