e RETAN TR DESTROY

. CENTRAL INTELLIGENCE AGENCY

INTELLIGENCE MEMORANDUM NO. 332 ' 20 September 1950

SUBJECT: Current Iranian Problems

The Iranian Government is finding it increasingly difficult to
adhere fimly to ita pro-Western policy. In aligning itself with the
" West, Iran had hopad to recelve aid .comparable to that given Creece
and Turkey. Having failed to receive such aid, the Iranians ars
skeptical of Western intentions and juestion the wisdom of maintain-.
_ing their pro-Westem alignment. They are, instead, inclined to
listen to the "friendly" Soviet protestations which characterize the
current attitude of the USSR toward Iran. This attitude is manifest
in the Soviet release of captured Iranian soldiers and in the wish
to negotiate such important matters as a trade agreement, frontier
disputes, and the return of Iranian gold and dollars held in Moscow.
The USSR thus appears eager to make arrangements which would sharply
point up Soviet willingness to help Irany; «and the Iranians feel that
~.a suiltable response to the Soviet approach may lessen "the likelihood
of -direct intervention by the USSR..

Prime hﬁm.ster Razmara, who strongly favors alignment with the
West, is faced with a dilémma. He is keenly aware of the dangers in-
‘volved in ‘dealing with tho USSR and doubtless realizes that Gurrent
. Soviet "friendlinesst* may be little more than a blind to obscure
‘the real designs of the USSR, particwiariy since Soviet raaio
propaganda continues to attack the Shah and the government, calls on
~ the Kurds and the Azerbaijanis to revolt, and encourages the illegal
Tudeh Party. Nevertheless, in the absence of prompt and adequate US
aid, Razmara fears that if he fails to consider the Soviet proposals,
popular- dissatisfaction and economlc distress may make his position
untenable.

Although Ragmara is undoubtedly the man most competent to deal
with Iranfs basic problems, he has been able to make only limited
progress since assuming the premiership in June in halting the gen- -
- eral economic decline which began .in Iran at the end of World War II.

Note: This paper was undertaken in response to an NSRB request for
a concise reappraisals of the highlights of the current situa-
tion in ;rano :

It has not been coordinated with the intelligence organizations
of the Departments of State, Army, Navy, and the Alr Force.
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Iran a-~cars to have the resources necessary to put its house in ordew,
but a succession of veak fovernments and a icrvasive sense of frustrotion
in the country at large have effectivoly militated cgainst recovery.

Today Iran*s financial ncans are insufficient to cover both the normal
budget and the sorely needed cconomic and social improvenments provided for
in the 0650-million Seven Yoar Development Prograi.

Razmara has been unablo to obtain more favorable torms from the Anzlo-
Irenian 0il Copany in regard to the supplemcntary agreencnt negotiated in
1549 and hence is unwilling to nresent the agreement for parliarentary
ratification, although ratification would greatly incrcase foreir
exchanse available to Iran, He has made drastie changes in the Sever: Year
¥lan Orpanization which will further delay irplementation of the developnent
procram, Considerztion of an Import-Export Dank loan of w25 million and a
US-sponsored International Dank loan of ;7-15 milijon is being held wp by
convertibility problens relating to amortization and intercst payments.

{ .
llearwhile, there are serious sicns of wealmess in the Iranian cconoriy:
stasnent industry and trade; growing unorployment; a heavily unfavorcble
balcnee of trade; and increasin-ly unfavorable bclance of payrents.

Althouch these ills are not easily cured, steps to inplerent the cconoitic
devcloprent progran should in time alleviate cach one of them, ith '
prormt foreisn ossistance, progress on the development program will proceed.
without assistance, Iran's economic difficulties will grow in megnitude,
internal instability will increase, and the opportunities for Soviet
exploitution will rmltiply. If the Razmara Cabinet showdd fall, the nou
government would alrost certainly be less capable ol dealing uith internal

- problers and less able to resist Soviet pressure,




