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THE PROBLEM

To estimate probuble trends in Iran's stability and orierusticn over the next

i years.

CONCLUSIONS

! We pelieve that over the next few ears
the nresent reginie in Iraa can rely upon
“yice contrels and the support of tie
2oiaed tor2es to maintain itself in power.
However, its ability to govern erfectively
for 2 pericd bevond the next iwo years
or 5o will depend greatly upon tae extent
to which curreat plans for econoinic de-
v Tepi.ent are carried out ana tha prog-
cel e e in gocial and political reforms.
wutid i net te able Lo shew signifiennt
nrogress along ihese loes, the urban
cinsses are likely to bocome inereasingly
restive. In such an event, the pesition
Af the nwiarcnv migal Ve eadangerod,
Lt e shoen has oweatificd himsel

Leelr R tne governnient i ot e

2. S0 long as the Shan retzins coniidl
Tran will alimost certainly seek to identify
its interests with the US and the anti-
Commuinist states of the Middie East.
Iiowever. the continuation of such a

course depends neavily on US sugport of

Tran and the maintenance of US prestige
in the Middle East.

%. The succession to tite throne is ot
clearly astablished. and the dJdeath or in-
capacity of the Shan would nrobably open
up a period of factional disturbances and
a s.ruggle for power. The ouicome of
such 2 situatica would depend largelv on
whether the anred icroes remained unit-
ed and sn wha: leacer or leaders they

B ooited,

DISCUSSION

4. The Shah of Iran. thisugh his increasing
direst intervention in gevarnment and with
the support of maay of the traditional Dower
slemernts — senior army officers. iandlerds.
and weaithy marchants — has had a substan-
tial measure of success in restoring the posi-
tion and asuthority of his government since
the ovarthrow of Mossadeg in 1933, The Tu-
¢ 1 (Communmst) Party and extreme nation-
alist ennosivon groups Ss exainplifled by the

soltowers of Dr. Mossadeg have been rapressed
and offer no immediate threat <o internal
security.’ Ou preducticn and revenues are
increasing steadily under the basie sgreement
reacited with the Consortium in 1034. The

*Since the spring of 1053 the lranian securily
forces have disrupted the Tudeh organization
srncture 10 such an extent that $ts Dresent
eurabilities for =T2cuive politieal and subversive
ACUVELY wre =xiremely low, .

TR g ZTr

P

Yo W W

[ ¥
»

I



= S in e M 3 W L
. Meonriens o0 e dudd

> -
v me of 1 monareiy bed ndoLne Jgovarss
SIS BEgY Tie Proes Lty weel L PRI
UIGOEOuS LRIt and npen critinlsm ol thw
isvern.wnt iis Been viriuaily sivndad.

5. In this situation. the Shait hes Heen avlke
16 puvsue soreign coldies consistent wiiiy s
ey - oms a2 [ran's national incerests and

5o trarinel 10 tthage of tie U3 and o
soe Ty aher and s CovernmMmInt Wlel
1 have Seen osnctined R
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o fvem fhe TS8O Bovh pobe
v oand urivately thel have endorsed Prosi-
ent Fis:nliower's preposais of & Janeay 1657
soneraipy the Middie Eost. Despite tae Lia-
L) waniar lownrd peutiniity and anti-

Ceon o wraing witnin the country, snd de-
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st L3 wnwiliingness to provide vvior addi-
dous! 9ia and security Jemmitments as &

gued £r2 yn0. 172N jnimed the Baghdad Pact
in Ociober 1855 and s since played an active
pric e its afairs. With the setilement of
‘e ) dispute in 1334 aad the reducticn in
no sk abhily 1S induence TakiS iz Tran. the
c ks have welesiied e restorarion of ve-
'uii nships with the UK. pariiculacly fi the
cemameateiai fleld.
¢. Iran .ns notb become directly invelved in
Ltrab vivaivies or in the rutionatist, anticolo-
riol mencuvers of the A{ro-asian Blue. De-
wat o sublie svmpathy for Tzyph during the
e pwestlidies. tie gavesmment hes re-
sl ewg! townrds Nosser Convcein aver
e woveawny of off has prabae.d rlaved an
inporiant vole In fren’s continied inentifica-
o1, o its Interests with the Wwest oa e Suez
- .
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Dedinaly tinhlild
8. fran’s essontially agratien ansd Gndsrdoevis
avpd gcuttuiny DAl ~aeriensed 2 pevicn ol

rOLHTIYY Sl ine % R A Mg

tian in 1034 Up unal ihe present iranun
fiscal yaars expenditurs had been visiig at 3
aee pate than the expanding government

sevorces, The rexalung goniaits sane) August

<335 wouit nava had anoanflationaiy impost
6n iht - oo had i not teen jor aqditinnal
i 6ris finanesd OF 'S budgztary assistance

anwmilting 1o about 3150 nuilion. ‘Due w6
preont chovation of part af the ol reve.
o thh ovdinsyy budget arid b nrobabi:
Serengt dn o Dreevotion. £3aut §50 mil-
dom i 0n rRVALNCS F dkedy 10 e wvaiiasic
foe she ov.inarvy budgo in e i the next
vvo Traninn dseal viasst Whis and th2 Ty
teene 0 Atler ZCUErLITent revenuds shoutd
pormis the goverament o sepe vitn its ovdi-
vary budget requirements without further U8
padgetars suppberi.  Eoweoven iran is now
setking: end wiil aarost certainly continue
to sceir US udzetary subport. Ovar the
course i she Second Seven-Year Plun (1936-
1942) oil revenues. which are estimated 1o
veach an annual level eguivalent to 8237 mil-
fion * by early 179, wiil vrocably be adequete
to cover e smacnts of the Plan Organi-
zaticn. During tihe neit UXO Tears. mowever,
Iraa will preuably have 10 depanu or leans
{.r.m such sources 3 the Export-Impart Bank
aad the IBRD if its ambitious development
schodule is to be met.

9. Aithough a major share (60 percent in
1036 and 1057, and 75-30 percent in tae next

ke tecnian Sseal i salendar vear megins an 2
tarch.

s il revenuey sincluding toxes ind other stipu-
lated pavionisy wese £33 mitlion m 1935, wiil
prebadly total §i50 milion Ilar +n28 and may
roach 8200 milticn in 105%

s Cunnertiym paymanis to cean are in Jtetdng.
U'muer 1 secret UIs-Traiian convertithilly agrév-
wveme 2 perent o thoe sterlird ZAarmenis avs
sonvertibin in . dwiars. ’
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1 iy the next
Sy t‘-’:u's. ...e hialy "m‘.sent is ri spending lor
such nregress on @ aumber of Joreiyn ﬂr"m
Q¢ wWhioni 1t iras eonaacted out meny of ibe
proiects. Whether it will be successiul will
deperid in large measure on the support that
(e Plen Organization gives thes? firms.

16, The Irarian miiitary and security 1erees.
sumnbering some 1€3.600 cfficers and men, mre
vrasantly orvanmd. equipped. and -deployed
praonarily for iniernal secuiily duiivs, and
¢ [arces are clearly strang enougii to deal

wihoany rrcsnect-v:- interrar oppnsitd on. :
<. wurges of 1634-1986 eflectivaly reduesd A
Gor cernes Tudeh infltvuilon amony uffied
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os currenily arganidnd fsio nine Lokt

m;nmr; civisions, Shoae light armored eivicions
@ ave Innepcndent 'mgaon: ‘l"se A'r foreg hos
*otal of i3 1‘*"3 g, iretacing & T2 icls and

13 T47s. The ravy consists ¢l twe pauo! exeoris.

e subkmat e ahozer, one yacht. 14 pairol vis-

apd turee smal r2rvice uiait

‘0 'ne ..!cs:au q t.;.e r.. :so
CBut tihey waulid be anlikew ta il
Vosavement spoingt (he reginie
:o' xity of te otler Corns 1o the plonk
would e unferiam in tog even
or invapacity of the Snah.

11. Tre Shah has accepd US cecommanga-
'~rr~ for 2 reorganizanion and redeploymini
CHoils Ay w .*.xc‘.a ara gesigned 10 increas?
..cn:.::'.: cffontiveness and mignt prcvide :ame

a_ability fov condudt! ng a limited dziaving
‘..un '1'ong ivan’s rorthern frontier. Hew-
sver. improvement in ihe abitty of the I~a2nian
ar Nd forczs 19 make iny usiful sontricus
vinny to locil or Tocional deionze will alinost
\;e..am!y be slow and difficult to realize be-
conie of the generaily low level cf inorale
arnong the ')obrl. ne: d consernipts. the lack of
technical cemuetence and military ex merienca,
aml the prevalence of ceorugtion. Moregver,
the implemsentation of this | rueram will proo-
abiv te porsible only on .l'e casis of continue
ing US rruntary adme and an .nc rease in US
...nd over current levels

17, Tran's present orientaticn dercends heavily
up.n the Shah’s parsonai letdesship, contin-
ved US support, and tie ashievemen: of
intcrmal imarevemenis surlicient to increase
sanfidenes in tae ve.ime and poavsnt a ro-
varilun o extieme nat onala.'. President
: nevaer's mouos:ul; 2 3 Jajpuary 1937 will
prebaby et Tranian nressuie o a US sery-
': v oeominiiment i rmns: an sttacs by the

eyt Lo, cud wild nod satisty the Shab's
nmiee fep sucs-antial U8 mititary eid. In
1ran’s present posture of open alignment with
SO Wost. 10 Sitak will thus expest eontiniaq
UE nid and suppeort, including estzulishe
went 6f 2 modern armed force. If he sh uid
be substanrially cisappeinted in this exgelia-
tion, ir the Baghdad Pact should collepse, or
i US prestige should suffer serious biows (n
vha Uddle Fast, the Shak might feel com-

wal'ed 10 20t 2 neutral position and jo make
acun.-.. ~odations to the USSP xnd the internal

ol ihe dealn
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i Lurgeiy as a restly £ tese faciovs, the
racime ias been vasuceesaiul in devel c.mn.g a
i mesls o) tepular suptort ana LG fac

s et oCrouit an i resard 3incc
S on 1935, Popuiar hopes that th

e awi

C_robstion of e Saal's sutnority and tne
solution vi the ot dispute would provide 2
sclid basis for sconomic and scd al progiees

prava givon way 10 a gendrtl sense of 1rusthra-
tion.  The Ala wovernment has become the
ci-et of word-of-neuth criticism Dy all class-
oy of the Iraniaa pubiic because of i3 Sub-
pression ol civil liberiies. its apparerit indil-
forapge to porular fvievanues, .md the pro-

cocupativn cr ite ieading figures with iratters
of personal advanlage. This cnhu:.w‘ Ias
com incy um;!v to invoive the £hah, whose
fal rrention I day-le-day gevarnment anerd-
rjens has deprived him ef some o s prestige
a1 natienal a‘l1b01 asee the notiticul stirug-
v, Mthough c' tiosra of the iepime s
stonzesi among ntelleciuals ond reform cle-
rienis. who cepecially vesont tholr fack of
3, porianity to auprass their views openly, it
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B a7 al varnimie of rie
i Che ooty Ly Tparan
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will Ve feeu inersasin -_,.. "1.
and will have 7o Laxe seps 1o s.‘h‘..I' i' it =>
i5 to aveid an iniernal ciusis dangdrous o the
monaciay.

15 The &hail ts 41 the moment In Brm -un-
troi oi the situation, and :;oli:ical activily
largely revolves about the edoits of various
interests and oersonalities to gain ais favnar.
Despite the 2xi32ence of widespread gtumtling
and cvnicism about the government, ther: s
little (hS! rsition by any cocosmon groups to

ohcilenge tite status gud &8 loug tiie Shah
can eileciively command the i al ci the
avmed foress, Nevartheiess. un!a greater
progress in economic de eviozrnent. especially

that en cAling the uvian ciasses. and :ere :\l
wosdernization of the social and political stru
sure i5 made in the neut few years. the ;r;':-
ernment's ability to maintain internal stabuli-
w3 likeiy to tecome inc"eas'ngl" dependent
vit Enit.crrupted maintenancs of strong po-
lice controls. Eecaus2 of the Srmness of thase
con?rols and because of the Shah's assump-
vign of responsibility Jor gavermument policy.
furure oppcsition and refom rm'ere.)ts are
likely to include him us a target and to take
onn a more revoiutionary vast than in the past.
The Tudch Party — which centinues to exist
covertly — has the potential to exploit such
conditicns and will alvmsz certainly attempl
to icin forces with oti:er oppcsition elements,

16. The succession to the thrcne 's net clear-
1+ astablished, and the death cr inespacity of
:he Shah would probably open up a period of
factionai distut bancoa anda stnm""- for poew-
or. The autcome of such @ situation would
Jerend largely on whether the armed forces
remained united and on what leader or leaders
tiey supperted. .
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