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RECENT UNRESl' INCLUDED Al'ffl-AME><t1- '<1'1 ACTIVITY 

27 luly Shir.w. 

I Auguet Iafahan 

6 Auguet Shiru 

8 August Shiraz, 

Early August Isfahan 

All window" of Iran Arn1·ri1·a" So< i1•1 y (11\S) l111ilili11g 

brok•'" Ly ilcmorn;trator> 

l'ip" bomb thrown in lJS : :o:"ulal<' compound 

Crowd attempts lo enlt'r IA: rnnlJ>Ound and hn~ak.­

wlndows 

Crowd, marehing from Mo"l"" towards JAS buildin1\, 
iH dispersed by police 

Several Americans rePQrl that tt..,y haYc been threaltm<·•l 
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cor-..FiDENTtA._ 

IRAN: RENEWAL OF CIVIL DJSTIJRl:\ANCES (U) 

(C/NOFORN) Since 21 July, Iran has experienced a wave of dis.~ident 
activity similal' to that which plagued the country for the first five montl1s 
of the year. Religious elE-ments opposed to the S.'1a/i have sparked a series 
of confrontations with the government that have res•1lted in 12 to 20 kille-:1, 
scores injured, and several hundred arrested. Other :ipponents of the Shrh 
include those of a more lif>erul bent, students, anrl r •s.~ibly terrorist gro1rns 
operating on the fringes. While these groups muy . I. have a definite pkn 
regarding Iran's future, they are united in their opµoSltiJn to the Sha/1. 

(C/NOFORNJ The recent round of disturbances seems .to inclicate an i'l­
creasing anti-US tone. In their competition to out do one another, t/1e 
variou.s dissident groups may escalate the level of anti-American rhetori.:, 
and the latent xenophobia in th!! Iranian character· may s1.a·face. This could 
lead to some trouble for the large American community in /ran, 
particularly for those who might get caught up in events in the more co,.1-
serv11tive cities. 

(C/NOFORN) The recent deaths may set off 11 pew cycle of religio1t~ 
demonstr11tions such as those experienced earlier lhis year. The lslum:·c 
month of Ramadan, now in progress, and the special mourninfl d11ys in la/e 
August inci·ease the chance for further demonstrations. The government 
will probably be able to handle the situation, but the Shah is still faced wi1h 
a dilemma: How to continue liberalizing Iranian soc\ety and maintain orc/(1r 
cit the same time without cracking down too harshly bn the dissidents. 

(C/NOFORN) The resurgence cf civil disturbances ~n Iran during the pa•;t 
few weeks is similar in many ways to that e:<peri!fnced from January io 
May. It has its roots in traditional oppositior1 to the ~hah by religiou' 
conservatives who oppose his seculari2ation and mdderni.zation of Ira~ian 
society. The targets of de'Tlor.strators are the same····· bar.ks; movie house,, 
\ehicles, and ordinary bu~;iness establishments. ote: opponents lenJing 
their support, if not actual participatio·.1, include t ose of a more liber .d 
outlook, S·Kh as studen:s, followers of the now defunct National Front, and 
possib .. y terrorist groups. While the disturbances are similar to previo1Js 
dernonsirat1ons, they have taken on some new twists. 
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Discussion 

(C/NOF'URN) The recent troubles began on 21 .1uJy, ,, rel1giou~ holiday nf 
some significance to tht· S11i1 te Muslims of Iran. 1,-, -tead of holdrng the 
usual celebrations, followers of Ayatollah Khorr.ei1;. called for polit1cul 
me.,tings. Commemorative services for Ayatollai· K.1fi, a resµected 
religiuus leader in the holv city of Mashad, were J .lowed by a violent 
confrontation between government security forces a: j demonstrators the 
next day. Other cities also .-eported some incidents,. "·1ich .3pparently were 
perpetrated by religious extremists. 

(C/NOFORN} During the following week, mourning ceremonies for Kali 
and for those killed the previous week led to further disturbances. The 
rumor that Kafi was killed by government security officials further incited 
his following. Isfahan suffered the most violence, consisting laqi;ely of 
breaking windows. Casualties, as reported in the guvernment-cc>ntro.lled 
press, indica-red that some :lOO were arrested, up to si.x persons killed, and 
26 injured in the two weeks of violence. Events culminated in the bombing 
of tl{e US Consulate in lsfah.m. While there were no injuries and only minor 
damage was done, it was 1:he first clearly anti-1\merican act in several 
momhs. 

(C/NOFORN) The period from 5 to 10 August was somewhat calmer al­
though violer.ce occurred in the theological center of Q"m and the c1 ties of 
Shiraz and Isfahan. Almost any occasion has been expk-ited by the 1·cligi•:ius 
extremists, to include conti11Uing commemoration of Kafi, Iran'!; C:cnsutu­
tion Day, and the start of t:ie Muslim month of Ramadan. The arrest of a 
prominent religious leader in Isfahan by SAV!\K, the Iranian '.\lational 
Intelligence and Security Organization, also contributed to antigovern111er.t 
demonstrations. 

(C/NOFORN) On 11 Augus1, tt.e Iranian Government decl<Jred rnarddJ Jaw 
in the nation"s second largest city, Isfahan. Police attempts to break up a 
religious derr.onstration Jed to rioting, and military force> were called in to 
restore order. A curfew is in eftect, and the gathering oJ three or lll•Jrt: 
persons is prohibited. The martial law is to remain in eflect for one month 
and reportedly will be extenrled to other cities as necessary. Unconfirmed 
press reports indicate it may already have been imposed in three small 
cities near Isfahan. The swift imposition of martial Jaw ir1 the industrial 
and tourist center indicates the seriousness of th.•· situatic•n and the 
government's intention to confront extremists with ti·e force required to 
restore order. Casualties in l:;fahan and other citi<:s . nee 11 August have 
raised the t,~ta; killed anc: in.iured, but reliable figur<:S ; e not yet avaibb.e. 

16 Aug 78 DI.A Jr,tcl.igence Appraisal Page 2 
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EXILED RELIGIOLIS LEADER STILL 11\IFLuLNTIAL IN IRAN 

AYA1'0LLAH RVHOLLAH KHOMEINJ 

AGE: 76 

Has attacked Shah and his reform measures. 
Opposed ;,re,.mce of Americans in Iran. 
E:x:iled to Iraq ioi 1964. 

CONFIDENTIAL NOFORN 

COl\IFl[)ENTIAL 
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(C/NOFORN) As the anti-Sh.1h demonstration,. t1 cist•Jrbances were 
winding down in May and the gl)ven,ment announc< .. • ... r.Kk:fown on d!~.­
sidence, most religious leader> ~eemed to favor a c , ning of the situation. 
There were signs that a dialogue was takmg pla·:e b,· ""en the ~hah and the 
religious r:ommuni ty. !\ t the same time, the lrc1n1. : . l1•-1r1er r E·emphas1z<·c1 
his policy of political li.')eralization, and prep. r •... on~ for next year·~ 

parliamentary elections dominated the news. Tl1c .>~en political a1'l10'­
phere prompted much debate and generally settled tt.. voLltile situation. 

(C/NOFORN) The relati\·e calm evidently did r.o· ~it rno v.eJJ with the 
monarch's more extreme opponents. The anti-Shah ·!lowers uf the exilNI 
Khomeini appeared to havt~ been behind much of the 1·,oJence, or at least to 
have exploited the genuine commemorations of the rdigious rnajorit·1•• 

Reportedly, the outlawed TUDEH or Communist Party of Iran is tacitly 
supporting religious groupi: loyal to Khomeini. Old time nationalists of a 
leftist persuasion also lend their support to the antigovernment activity. 
While these groups may not•have the same plan for Iran's future -- if indeed 
they have a plan -- they are united in their opposition to the Shah and the 
present form of governmer·t. 

(C/NOFORN) The recent outbreaks suggest that an increasing anti-US tone 
is developing in the govern.Tient':> opposition. Those naLor,al frontist~ long­
opposed to the Shah have claimed that he is a puppe~ of the US and will cb 
what Washington bids. They point to his liberali:·:.ition policy and tr.e 
improvement of human rights in Iran as exampl•!S that the .Shah is followir 5 
US instructions. Lately, there have been signs that the Shah's opposition 
believes thc.t the US is not pressuring him enough on improving the poli tied 
situation in Iran. 

(C/NOFORN) The anti-Arrierican theme is reportedly also being exploited 
by religious elements, par1icularly in Isfahan. Komeini has Ieng preached 
against the American presence in Iran, claiming the US is the principill 
supporter of the Shah and exploits Iran's wealth, while Americans in th.e 
country enjoy special privi:eges. Iranians typic:tlly blame their trouble!. 0.1 

outsic1ers, and Americans are a convenient target. In order to gai l 
primacy over rival dissidents, some religious Je.iders may 1c.ke a more 
extreme stand on opposition to the government. This could be reflected i.1 
increasing anti-US statements, and the latent xenophobia in the Jrania.1 
populace rniy surface. This could pose trouble: for the large American 
community of about 37,000 to 40,000. 

(C/NOFORN) The anti-American tone has not thus ac surfaced publldy, 
and it may be limited to the more extreme oppo· tion. However, th•! 
number of anti-American ;:cts in the past few week!> . unusual, considerin:~ 

16 Aug 78 DIA rnteiligence Apprc.isal Page 3 
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there were very few signs of anti-US feeling in ti-, 1iv·~ mcr.ths of ci~il 
disturbances earlier this year. Moreover, the large 1umber of Americans 
within the country, particJlilrly in the more consen . .rive c1 ties of lsfah<in 
and Shiraz, could lead to some being caught up in the events. Most plae<"' 
that Americans visit in li;fahan, such as restaL•ranb and shops, are in a 
relatively small area. The concentration of Americar1s is therefore higr1, 
increasing 1 he possibility of incidents. 

(C/NOFORN) The old dilemma tor the Shah remains -- how to continue the 
l!beralization of Iranian society and maintain ore ·r at the same time 
without too harsh a crackdown on dissidents. His <•,-posttion is pressurin!:\ 
him to be even more liberal, and at the same tir>.e security forces are 
probably getting impatient with the restraints placed on them. The ma­
jority of the populace is no doubt up.set with the constant disruption cf 
normal living, and they ma.y make demands for law and order. For the near 
term, the Shah is likely to continue with his same tactics, and may makE' 
another attempt to hold a dialogue with the reli1:ious opposition. Nonethe­
less, firm action by security forces will be used if it i5 necessary to quell 
the new round of violence. The martial law in Isfahan is an example of the 
Shah's determination to maintain law and order. 

(C/NOFORN) The possibility of further disturbances is high. In the past 
those killed in demonstrat..ons have been commemorated in ceremonies 4) 

days later, which have led to further violence. Thus, a new cycle of 
religious disturbances may have been set off on 22 July. Meanw>iile, th·~ 
Islamic month of Ramadan -- a time of fasting and prayer -- is now i·1 
progress, which may incrE'ase tensions. The per.iod of 24 to 26 August, 
when Iranian Shiites mourn the death of Ali, their most venerated spiritual 
leader, will be a potentially dangerous time. The opening of school next 
month will probably add the student population to the unrest. 

(C/NOFORN) The months ahead are to likely be turbulent ones for Iran. 
There is no threat to the stability of the Shah's rule, but continuing tests 
between the government and the opposition are in sight. (GDS 84) 
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MEMORANDUM OF CONVERSATION 

PARTICIPANTS: Cdr. Alain DE BEAUPUY, Assistant Military 
Attache, French Embassy 

Ambassador Panayotis ECONOMOU, Greek Embassy 
George B. LAMBRAICIS, American Embassy, Tehr~n 

DATE & PLACE: September 15, 1978, Lambrakis' Residence . • ··:~, ~-· 

SUBJECT: Internal Situation 

DISTRUBUTION: AMB, DCM, POL, POLM, ECON, OR, ICA,DAO, BIO 
NEA/IRN.,IRN/RNA, INR/OIL/B 

De Beaupuy has the distinction of being the only member of the 
Diplomatic Corps who predicted the severity of the religious 
challenge to the government and the Shah which we have just 
witnessed. Cassandra-life, he has been talking to all and 
sundry about the wrath building up in religious circles and 
the historic precedents of Islam acting as a sounding board 
for people's complaints. Historically, the mullahs have 
many more allies than they did in 1963. 

De Beaupuy said we should not allow the temporary moderation 
of Shariatmadari's views blind us to the trend. Shariatmadari 
is not in control of the extremists and has to yield to them. 
Being a "holy man" he is not a politician and acts differently 
than a politician. In response to my invitation for a 
prediction, De Beaupuy said, if the Shah does not undertake 
extensive activity in the next two weeks, he would predict 
the Shah's departure by the end of October. 

The scenario sketched out would be a million moslems marching 
out of the bazaar in south Tehran as a tide neither the army 
or police would dare to stop. He then could see Gen. OVEISI, 
accompanied by Majles Speaker RIAZI and perhaps even the 
American Arnba.ssador (I J, marching in to invite the Shah to 
take a plane and leave the country. 

The only way to avoid this, in De Beaupuy's opinion, is for 
the Shah to take a more direct role vis-a-vis his people. 
He cannot hide his responsibility for governing over the past 
two decades by bringing subordinates to trial. People will 
no longer believe his promises except those given directly 
as public commitments perhaps over television. People would 



2. 

want him to get rid of his family and the whole Ministry of 
court. The opposition is clearly not going to settle for 
anything less than a constitutional monarchy reigning but 
leaving the governing to politicians. 

The Greek Ambassador identified himself with De Beaupuy's 
views. He said Americans should realize that the Shah stands 
alone at present. No one will stand with him. Both De Beaupuy 
and the Ambassador admitted the Shah had been a very good 
influence for Iran and should be saved if possible. "If 
you Americans have any influence left with him, try to get 
him to take the necessary action before it's too late." 

In elaborating on his views, De Beaupuy said he had personally 
followed the mobs in Tehran and had others following. Septem­
ber 4 had seen 100-200,000 people turn out because moderate 
religious leaders joinea the extremists. September 7 and 8 
were demoristrations carried out only by the extremists. 
The highest number reached September 7 was 50,000. This can 
be seen as the high-water mark of extremist capabilities. 
Thus the crucial issue for the Shah is to prevent the moderates 
joining the extremists in the near future. 

Incidentally, De Beaupuy works for French Intelligence. 

<9'~ 
l'OL:GBLambrakis:hg 
9/18/78 
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E.O. 11652: GiJS 
TAGS: PINS, fH 
SUBJ: ORGANiiA'.!'ION 01' PRO-SHJIJI COUNTEr,-l·lEl\SURES 

1. ACCORDING TO A SOURCE WITll GOOD ACCESS (l\CCUHF,CY UNSl11lS-

TANTIATED) THE SHAH llilS TWO COMMITTEES OP FIVP. MI:MBERS 

EACH WORKING ON BU!J,DING SUPPORT FOR HIM IN 'rHE COUNTRY. 

ONE CONCERNS ITSELF WITH BUILDING PP.0-!>Ul\H Dl~Moc:'iTRl\'l'IONS. 

IT IS HEAUED BY 'I'llE SHAH' s GOOD FRIEND .!\.ND si.:r.v,1NT GENF.R1\J, 

Fl\RDUST. ITS OTHi,it l'.E~lllERS 1\HE COURT ~:r,STER OF CEtmMONJJ::S 

ARSLl\Nj\rfU~ Ml\R'i'XAL. LAW l\DMINISTP.!\.TOR GENERAI, OVEISI, 

PRO!iINilNT llUSlNESSMl'.ti" l\llANCHikN. AND !.>1-:NI::Rl\L ;:11cr:r:OVAN!. 

2. THE onmn COMIH'fTEE CONCEHN.S ITSET.!' WITH !!RESS l\ND 

PROPAGANDA. IT CONSISTS OF ·l'd>II.-'1 ... ASHi~.w r' EDI'fOI< OF 

"ATESH," OLO M.P. (f'llO!·I 19S3 'oJ).YSl ·. GllANATllllMlI, Oi,D 

P.M. (FROM 1953 DAYS) MA'l'Inr. !'O~R: m:";,mER 'ow ~:rnlSTJ1Y 

OF COURT (UND!lR ALA;~). ,MQ_'l'A<:!l!lll ~,aus.iNESSW.H l'lUYUK SABBR .. 

IT :Is PLANNING A Ni:::i;,;.~~r.e'~i WllICH WILL APPEAR 
--.. .... T.D ... ~.oe.---:-1;..-,·,., •• l:~ f/fj~ ~., '. ;.·.Ji~-.:-T9 ,,_,._? Y.-\UI FIC.• TION .• -;,-;;;,,~ .POL:GBL morsku l,1/5 l !!'··""""~1«"1'· MnltCliN"a.iF 
-u.· ... -; • .lNC"il.------~--.. - ; . ·._. ~~~-----··--t--tf·-/·------·---

_/ 
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V.1· •• :·.;. 

l 
IT IS AI.SO BUYING STORIES IN OTHER PUBLICATION;~, 

SUCll l.S ONE THAT llAS .JUST APPEARED IN "KllOND1.\HKAN" 

MAC,/\ZWE., WI'l'!l C,WfR PICoi-URE OF SHAH AS A YOUNG MAN 

DEING t:MBR.'\CED BY A LI'rTLE GIRL (DURING 1940 'S ! ) • 

3. J,J,I NllGllI .'.flSARI, FORMER AMBASSADOR TO ITALY AND 

Qlllllll'"".::'tml: CllH:t' OP CABINET TO PRINCESS SHAMS IS THE 

MONEY MAN. 
Et't'Of<TS 

4. 'J'llt:SE UICQl'l:ll ARE SP.PARAT£ FROM SAVAK-LEO "AGENT 

PROVOCA'l'EUR" AC'!' IONS WHICH, ACCOROING TO ANOTHER SOURCE, 

HAVE BEEN BEHIND .RECEN~· DESTRUCTION ANO CLASHES IN KERMAN, 

RAVAH, KERMl\NSl!l.II, HAMEDAN, GORGAll, RBZAIYl!:H, AMOL, 

PANEii, MARAGHEH, SANANOAJ, ETC. AS THIS SOURCE TOLD 

POLI'l'ICAL COUNSHLOR, PARVIS SABETI HIMSELF (WHEN HE WAS 

STILL OFFICIAL 01" SAVA!<) CALLED TO BRAG OF TllE FIRST TWO 

INCIDENTS AND 'J'O SAY HE WAS ON HIS WAY TO KURDESTAN; 

SllOR'l'J,y THEREAt'TER PRO-SHAH DEMONSTRATIONS AND ATTACKS 

DEGAN 'rl!ERE. 

5. COMMENT: WE HAVE ALREADY COMMENTED ON COUNTER-MEASURES 

IN com•EJ(l' OF Zl\HEDI EFFORTS (TEHRAN 10699). IT IS OUITJI; 

LIKEr.Y THAT FOllMl\TION OF THE TWO COHMIT'l'El!!S WAS INSPIRED BY 

ZAllEDI. SINCE WE CANNOT BELil!:VB SHAH IS UNAWARE OF SAVAK 

ACTIVITY ON HIS BEHALF, WB CANNQ'f'DISMlSS POSSIBILITY 

Tlll\T ZAllEDI CALL!O TO SHAH Ui): ... Ail1S REPLY IN PRESENCE 

OF U.S. AND BRITISH AMBASSADORS WAS STAGE MANAGED TO IMPRESS 

LlmM WITH SHAH'S INNOCINCI AS PRO-SHAH INCIDENTS BACKFI_,. 

CONl'It>BllTIAL 
OllTIONl'L f'Ofll .. 1!1;>.1.'rh 

lf8"11'WIY f-.J41l If·•· 
........... y 11f1t 
OllM. •' 111 r• 
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NU~!BEI! OF IRANJ.l\N O!JSERVERS WITll GOOD SOURCES CLOSE 'ff; 

llIM SEE 'rHIS AG Il!,lND!lESS ON SHAH'S PART T~ THE PUBLJ C' '; 

JMAGE 01'' tlIM AT PkllS!lNT TIME AND UIS CONCOMITMlT f'AJL,;m;; 

TO APPREClA'l'E '!'In: GRAVITY O~' !!IS. OWN, AND MONARCllY'S, 

PREDtCAM!nlT. Zl\J;Eor 's REl'ORTED OPTIMISM IS PROBABLY 

NO llEI,P tN THAT REGARD. 

L _J 

CONFIDEN'l'IAL 
01 ~' <· .L: :H·:•.: I'·· 

(; ""nt.,IV r~ .I!· 
J" ..... " ~ . 
r .... , .. ,1.: .. 



AIP"l..V TO 
"'rNOf': 

l
~t 

. 

November 21, ~~8 

SCIATT: Ve#'~· Adler 

Summary of Ambajs•dor 1·s Meetinq with 
Business Comm~ty Representatives 

B/C - Mr. John L. Mi~ 

~· F:.!!:._:__ ....._ 
UNITED STATES GO\IERNMLNT 

memorandum 
Select Group of Amerit'dll 

.John, I thought it would be useful to document the tont! d11J 
substance of Ambassador Sullivan's remarks to the busit1ess 
community o• 15 November, for the Embassy and for the desk. 
This Memora.hdum .of conv,rsation is attached for your ..:le..i l"dlll'I'. 

/ ')' ,,., ( 

SCIATT:VEAdlei:dd 

.. ,~~!~ 
v 

Buy U.S. Savings Bonds Regularly on the Payroll Savings Plan Of"'l'IONAL P'OftM ,,..,. IC! 
(llt€V.7·7t) 
G9AP'PM .. l41Cf'H,1Cll·11 .• 
HIO.U& 

15 



16 

DATE & PI.ACE: 

PARTICIPAN1'S' 

SUBJEC1'' 

LIRITED orPXClAL USE 

MEMORANDUM OF CONVERSATION 

November l.5, 1978; Caravansd.rai 

Amb. William H. Sullivan 
Principal U.S. Embassy Staff Members 
U.S. Business Community Representatives 

(Approximately lSOl 

Summary of Aab. Sullivan•s Remarks to Mdior 
U.S. Business Representatives in Iran 

The Ambassador began his state•ent to the busin~ss community Uy 
explaining that two reason• brought us together for this briefi1lc1: 
first, it's time for an assessment of the situation and secondly. 
it's time.for candid interchange on the situation for the 
American community here in Iran. tte had been reluctant til now 
to bring the coll\munity together for this meeting because things 
have not been structured to the point where we could ~xamine 
dfrections and alternatives intelligently. Nbw it seems things 
have stabilized somewhat. The q~oup a•sembl•d was rather a 
select group, representing the overwhelming ~ulk of employed 
Americans in Iran. The meeting was off the fecord and not for 
the press, in order that the Amb&••ador's re~arks could be made 
cand1dly and without attribution by the meOi•· 

Perseective on current Events: 

The Ambassador first reviewed the series of siqnific&nt politicJ\ 
eve~ts during the last ten aontha in Iran, startinq with the 
perceived changes in February, when the regime dete~mined with 
intellectual conviction of his Majesty, that the IJ&nian society 
is teo complex for one man to continue to 11ake all major deci.siuns. 
The Shah decided that a aharin9 of the deciaion-making ('ru~v!;H 

must be developed and passed on to his son, who would need a type 
of dynasty different from that of the last 37 years. The Shah 
accepted that it was a difficult political change to bring about 
and that the relief of long-standing pressures upon the society 
wcuid tend to upset the surface stabilit.y of the counti-y, and 
miqht even be explosive. Iran had not experienced this kind of 
relief of pressure before, because a pervaaive police involvement ir 
the society had existed throughout the Shah's reign. The Ambassadot 
traced the events fro• Tabriz where the young from the villaqes who 
had been displaced in the citie•, •&W opulent behavior 
different from traditional village behavior taking hold, 

DATE• Noveaber 20, 1978 

LllillQ orrlClAL gll 



LIMITED OFFICIAL USE Page 2. 

·1·he attack, which was allowed by authorities, was repeated in many 
• ities and spread to the universities. Khomeini revived his 
active role from Iraq, feedinq on this new atmosphere of open 
uxpression. Opposition g·alvanized and polarized in Khomeini 
followers. 

1·olitical Realities: 

t•y the end of Ramazan, the moderates began to realize that they 
··ould not continue in a truly independent moderate role. Along 
through the summer when the politicians began to see that they 
··ould not amass a following of the type Khomeini had, they began 
to shift toward Khomeini1 this, despite the fact that the 
~ihah espoused an Islamic Republic, a constitutional qovernment, 
with a committee of five mullah• to verify that proposed legis­
lation was consistent with the Islamic code, etc. The Septem­
~er 7 peaceful march was followed by the September 8 imposition 
,>f martial law and the Jaleh Square occurrence, with troops and 
demonstrators. In September the government•s position was to 
placate moderates and break them off from Khomeini. Therefore, 
there were freedoms given -- t.v. debates, raises in salary and 
benefits to government employees, and other conciliatory measures 
within the constitution that would lend aupport to the moderate 
position. Toward the end of October, politicians pilgrimmed to 
i'dris for discussions with Khomeini. He remained implacable and 
·1tolid. 

The Shah realized that the Emami cabinet was not stemming the 
tide of anti-Shah sympathizers. By mid-October the Shah decided 
he had two options: either a coalition or a military government. 
He never did get any positive response with regard to coalition. 
on Nov. 4th, Sanjabi after going to Paris, said he supported 
Khomeini entirely: thi• was unacceptable to the Shah since 
Khomeini's position starts and ends with the removal of the 
Shah and the Pahlavi dynasty, with a return to an "Islamic 
Hepublic" as yet undefined. On November 4th, there was a 
university confrontation and people were killed. On November 5, 
1 roops were conspicuously absent and did not interfere in the 
riotous demonstrations to any significant extent, although they 
protected a few places. Then, of course, Emami resigned, 
recommending the military option, and that evening Gen. Azhari 
wds installed. 

Where we are; 

Now we are at a point where there is a teat of wills and of 
•trength. No one knows how etrong the oppoaition is. The 
military has proceeded with subtlety and sophistication, 
•oncentrating on not just law and order, but the closely 
coupled link of "back-to-work", etarting with· oil production. 
Prime MinisterAzhari announced that people would be fired and 
ioved from company housing, plus arrests. Oil production has 

LIMITER OFFICIAL yss 
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been boosted a bit, although it's up and down. The strike is 
ended in the Abadan refinery. (Normal production at this time 
i• 6.2 million barrels daily.) Production this week is about 
J or J+ million per day. Increasingly, people are resuming 
work but the strike is not broken yet. The Iran Air strike 
is over. There are sporadic strikes in the ministries (for 
example, Customs in the Finance Ministry is still on strike). 
So we see a trend moving back to work, with production 
increasing. The general strike called by Khomeini for last 
Sunday worked effectively in Shiraz, Isfahan and the bazaars 
in Tabriz, but not in T~hran. 

The regime has put off testing the school aituation until the 
18th for the lower grades as a •tarter. We'll see if the 
teachers return and then the students in the lower grades, before 
testing the waters for high schools and (possibly) universities. 

Khomeini's position is that the country will be brought to its 
knees by general strike and that he reserves the right to tell 
his people to raise arms. We believe an armed rebellion might 
not be successful and that the ability of the people to bear 
arms is really limited. We do not believe that ~homeini can 
call for a "Jihad" or holy war, because that can only be issued 
against an infidel and the government is clearly taking the 
position of retaining its Islamic code of behavior. so the 
test may not be decided sharply as we might decide in Americd 
through elections. Rather, the tides may move in one direction 
then another. If there is a state of normal civilian behavior, 
the fence sitters or "silent majority" can surface and support 
the Shah, otherwise, if there is a sullen return to work with 
slowdowns and foot-dragging by the populace, the tide could 
shift against the Shah in a major way. The government wishes 
~o diminish the influence of Khomeini and move toward a 
democratic role within a constitutional monarchy over the long­
term. Rolling back of strikes at this time could, of course, 
reverse itself and swing in the other direction. The government 
would not move toward a democratic solution then, but we feel 
the government has the levers of power in its hands now and 
that's to the good. 

u.s. Commun-ity safety and Welfare: 

The Ambassador then discussed the security of the U.S. community 
and contingency measures which will pe taken, the details of 
which would be discussed by Mr. Naas with small groups of 
company representative•, 4 or 5 companies at a time, during 
the coming weeks. The' Ambassador conceded that contingencies 
will ~ary, depending upon the degrees of emergency1 however, 
he scoped out some of the following factors: We will be 
dependent upon the Iranian military for our own physical security. 
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They in turn rely on our military for the integrity of their 
defenses. u. S. defense contractors are essential for 
retention of the Iranians' military integrity. 

Echelons will be used for· contingency planning because in any 
approaching emergency the smaller the numbers involved in 
preparatory action the simpler the task of execution. So 
there will be a continuing "fine-tooth gauging" of decisions 
as emergency situations may evolve. 

Miscellaneous: 

The disruptions',of apptoximately a billion dollars i11 lost 
revenue and the slow-downs and strikes which have caused most 
of the country's commerce to become inoperative have been 
extremely costly and the budgetary load being borne by the GOI 
is incredibly great. Government payments are slowing 
down; there will be a natural attrition of the U.S. community. 
The 40-odd thousand Americans will shrink in the coming months. 
The Ambassador's final point was that he was proud of the way 
the American community has responded to the pressures and the 
rumors to date. 

Questions were then taken from the audience of business peopl~. 
Some odds and ends follow: 

A. Prime Minister Azba:r'ihas put forth the legislation to set up 
a special court. It should be enacted soon for prosecution and 
conviction of prominent people on a rapid basis. Azhari is 
sensitive to this potentially becoming a witch hunt and intends 
to do something effective rapidly and then cut it off, bringing 
it to an end before an unhealthy momentum is gained. 

8. Iran's reserves are still $11 billion, but they have suspended 
borrowing internationally and will have to go back to it, because 
of their internal liquidity problem which is major at this time. 

C. We'll arrange a distribution of radios so that in the event 
we lose telephone communication upon which we rely, we can establisl1 
a set of links with the U.S. community. (The Ambassador stressed 
U.S. communications vulnerability because of our total reliance 
on the Iranian telephone system.) 

D. Don't expect English newspapers for a while and don't rely 
on news broadcasts for accurate information. 

E. We don't anticipate sudden deterioration, but rather in 
the event of an emergency, we'll probably see some phasing from 
the tensions developed, such as sabotage, iaolated terrorist 
actions, etc. The Ambassador stressed we do~'t fore•ee or 
predict it, but it is a possibility. 

LlNlTBD OFFICIAL USE 
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F. There will be assembly points for the American community. 
This is a sensitive subject, so the information will be closely 
held. We will use echelOns for dissemination of information, 
including the subject of departures. The Ambassador stressed 
Iran should not see "abandoning" by the American community of 
Iran, but "there is nothing wrong" with sending people home for 
Christmas or filling the remaining vacant seats on regular Pan 
Am flights which have been recently resumed. 

G. On stability of the rial, the Ambassador said it was over­
priced and if it floated free, the ratio would be higher. (Thu 
Persian press wants 60 to l instead of 70 to 1 because of lost 
revenue due to reduced dollar values tied to oil purchases.) 

H. Within the armed forces we see no absence of loyalty; 
however, the senior officers are concerned about their Con­
scripts since these come from the same group as do the masses 
of demonstrators. 

I. Mr. Naas will begin on November 16 to call representatives 
of 4 or 5 companies in and ask that they bring statistics with 
them, such as numbers of employees, addresses, telephone 
numbers, depPr•dents, vehicle information, etc. He stated that 
an Information Center will be open 7 days a week to take calls, 
q:2:.tions, etc. from 0730 until 2000. 

~nbt 
cc: AMB/DCM 

POL 
OR 
USICA 

JLM/RF 
NBA;'IRll 
INR/BBR;'RNA 
eBS/1181' 
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H !':PORT CLASS S E C R E T WNitlTEL - NOFORN - NOCONTR ACT -

COUNTRY1 IRAN 

SURJECT: INSTRUCTIONS F"ROl'I AYATOLLAH KHOl'IEINI TO STAGE. ANT 
GOVERNMENT DEMONSTRATIONS DURING l'IOHARRAM 
(!JOI: LATE NOVEl'IBER 1978) 

SOURCE I A CONFIDANT OF A SENIOR, LO•!GTil'IF. MEMBER OF AN Il'!PORTANT 
ORGANIZATION IN THE 1'10DERATE IRAllIMI DISSIDENT MOVEl!F:NT !••HO 
HAS CONTINUED CLOSE PERSONAL CONTACTS WITH THE LEADERSHIP 
OF THIS ORGANIZATION. HIS PAST REPORTING HAS BEEN 
CONSISTENTLY SUBSTANTIATED. 

I, AY ATf'LLAH RU HOLL AH K H 0 M F. I N I HVi I SSU1'D I NSrRUCTIONS, 
rJRST RFCEIVED JN TF.HRAN ON 25 OR 26 NOVEMBER 1978, FOR HIS SUPPORTF.RS 
HO "BROTHERS-IN-ISLAM" TO STAGE DIRECT VIOL~NT CONFRONTATIONS WCTH 
IRMJIAN GOVERNMENT AUTHORITIES DURING THE HOUY MONTH OF MOHARRAM 
<2-30 DF.CEMBER 19 78), KHOMEINI HAS INSTRUCTED Htj SUPPOllTERS TO 

DISREGARD TH~ MILITARY GOVERNMENT'S RESTRICTIONS ON MEETINGS, DEMON· 
STP.~TIONS AND MARCHES DURING MOHARRAM. IT IS KHOMEINI'S INTENTION 
TO HAVE ANTI-SHAH Dt;;MONSTRATORS BROUGHT INTO VIOLENT CONFLICT WITH 
MILITARY MID SFCl!RITY FORC<:S DURHIG MOHARRAM, AS KHOMEINI B1'LIEVES 
TP.IS WILL LEAD TO THE REMOVAL OF THE SHAH AND THE COLLAPSE OF THE 
MnMARCHY, 

?. <SOURC~ COMi':E~T: IN D!SCUSSING KHOMEINI'S INSTRUCTIONS FOR 
VIOLENT A~TI •SHAH DFMONSTRATIONS DUR ING MOHARRAM.t NATIONAL FRONT 
LEADERS BF.LI EVE THAT IT IS KHOMEIN'I' S BELIF.F THAT THE IR AN IAN 
MILITARY HllTil:LLY WILL OBEY ORDERS TO SHOOT DEMO~STRATORS, f>l!T, 
PS DF.MONSTRATIONS CONTINUE AND THE DEATH TOLL MOUNTS, THE RANK AND 
FILE OF THE MILIHRY ~IILL REVOLT, AND THUS BRING ABOUT THE SHAH'S 
D O!"llfALL,) 

3, CIRCULARS BROAllCASTING KHOMFI'II 'S CALL F'OR VIOL1'NCE DURING 
~OHARRAM ARE REING DISTRIBUTED IN TEHRA~ AND PROVINCIAL IRANIAN 
c1rn:s. DEMONSTRATORS ARE BEI'IG ASKED TO WEAR WHrn: CLOTHING TO 
flE'MOMSTP.ATE TH~IR MILLINGNF:SS TO ACCEPT lJEATH AT THE HANJ'IS OF THE 
MILIHRY. M!".F:TtN!1S ARE REPORTEIJLY BEING Han AT MOSQU".S 
MID OTHER PLAcr.:s to ORGANIZE: OATli:S MID PLACES FOR L4RGE-
r.c~LE DEMONSTRATIONS. 
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4. CSOUfcC£ CON~IEl'<TI, llO OllE IN. lllAN CAN AT THIS TIME PREDICT 
WITH CEkTAI f-<TY \Jiit.THEil S!GNliICANT NUMBERS OF IRANlANS WILL RALLY 1'0 
Klt(Ji'JElNI 'S CALL AND. DEFY THE MILITARY AT· RISK. OF DEATH •. IT Sl::ENS 
I.I KELY, HuWEVE::R, THAT l~ASS IJEl•IOllSTRAl'lONS AGAINST THE SliAH WILL TAK~· 
PLACE DUiU NG MuHt.fcHAN. ANTI -SHAH SEl'l~lMENT AMONG STUDENT~, 
BAZAAR! 'SAND OTH£ll "•~ACITASLI::" ELEMl::NTS lS AT A HIGH PI.TCH, AND 
THESE ELl::NENTS Ill LL PROBABLY FULL OW KHOMEINI'S INSTRUCTIONS/)· 

5 Cf'lf.LD COi'lMENT: THE FOLLOW I NG 1 S .A SUMMARY TRANSLATIOH OF· 
KH(JMEllH 'S "f'fltJCLAMAT!ON TO THE Pl::OPLE ot· lf1AN ON THE 0.ll'llNG MONTH 
o•· l•10Hf,Rlit.i•I" \.'illCH IS THE NESSAGE RF.FEHRED TO ABOVE( 

Th.: llULY l'I011TH u~· flUlififlHAN I!;; bElNG ANTIClPAIEi> lll'lH 
ilEfiO_lSM, Dr ... vr:;cY, AllD SACHlf!CE,- THE MO~TH bLOODN\!ilLL Tl.lU~iPH OVER' 
'!HE· SWORD, THE 1;u1<TH OF THE STRENGTH OF 1.UGHT, THE MONTH THE 
UPf'llESSOP.S 1111.L LE JUDGED AND THE SAZANl C uOVERNMENT ABO LI SHED/ THIS 
t.ONTH WILL bE fAHOUS THROUGHOUT HISTORY• THE MONTH THAI UH. PUWEr.-
l'UL WI LL BE' 1>r,u1m~ bY THE WORD o•- IUGHT. THE MONTH THAT IilE IMAl'I OF 
THE l'JOSLt:r1S llILL SHOW US THE PATH 01' STRENGTH AGAlNST'THE vPPRESSuRS. 
TllE MUl<TH TH£ l'fcHDOM F!GHTJ::RS AND PATHIOTS WILL CLENCH THEIR FISTS . 
AllD \JIN AGP.ll<ST TAl\KS AND l'IACHINEGUNS. THE IMAM Or THE MOSU.l•IS HAS 
TAUGHT US TU UVE1(fliflOW TYRANTS. YOU SHOULD Ut-iIT .. "; ARISE AND 
St,CRU!Ci YuUR bLUUD WHEN !SLM IS lN DANGEH. 

THE GUVbd11'1£NT HAS bEEN PUT lN THE HANDS OF AllTl-MOSLEM 
Urr!C!ALS TO E:E.ll!::FIT THE SATANIC llULER AND HIS PAJ\ASITIC HENCHMEN 
Al<D I THUS, RUillE.D THE COUNTHY •. THE PEOPLE DEMAND THAT ALL THEIR 
r-ORCES BE EXifffED TO DEPOSE THE SHAH. • . 

THE 11ILITARY GOVEliNllENT IS ILLEGITIMATE ANO UNHOLY, AND 
YOU SHOULD OfPOSE IT AND REFUSE To· PAY TAXES TO THIS CllUEL REGI.ME; 
YOU SHOULD HELP THE REBELS AND ENCOURAGE THE NlOC WORKERS TO STRIKE. 
DO THE ~IOC \o.'OilKEf(S KNOW THAT WEAPONS BOUGHT WITH OIL MONEY ARE BEING 
U:CED AGAINST THUil BflOTHEkS, WIVES, MOTHEllS, ANO CHILDREN? DO THEY 
KllUW THI.I THE :::HAil SE~DS A CONSIDERABLE Al•IOUNT OF OIL TO ISRAEL TO 
BE USED AGAINST NOSU:~lS? CAN THE GOVERNMENT FORCE THE OIL 'tlORKERS 
TO CONTINUE THIS ·rri~:ASON? . 
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, INFOIU·JED PEOPLE KNOllJ. THAT A LIST IS BEING PREPAHED u~· 
GOVERNMENT OHICIALS-ALL OVER THE COUNTRY WHO AliE GUILTY UF Ci<IMlcS. 
GOVERNME.NT O~"ilCI/\LS KNOW THAT IF THEY UPHOLD THE SHAH ·AGAINST I f;J.t,M 
THEY WILL BE PUNISHED IN THE NEAR flJTURE. 

DURUG THE MONTH OF MOHARRAM WHEN THE S\.tlHD IS IN THE ;fAl,DS 
OF THE SOLDIEllS OF ISLAM, THE HIGH CLEHGY WILL LEr.D TllE Siil !H.S r.~u 
TJIIS Tr.EE OF OPPHLSSION AND TREASON CTHE GU·VF.llN~IO:N'f) llILL liE cur 
DO\IN SO llE WILL IJOHLONGER BE SUBJECT TO ITS SATAldC RULE A!.D 
TRICKERY. 

THERE \\'ILL £.E A GREAT ISLAMIC VICTOHY OF FREF.DOP! /\ND JUS­
T ICE. OVER CRUELTY AND TREASON; AND AN ISLAMIC GOVEltNP!ENT \!ILL IJE 
Pf,OCLAIPIED. AND TORHENTS OF BLOOEl WILL BE SPILLED ON ASHURA 'fO 
111\RK THE DAY OF VENGEANCESAGAINST CRUELTY AND uPPRESSION. 

PREACHERS WILL REVEAL THE HOLY DUilES .,4ND THE CRIMES OF 
THE REGIM: TO EXALT THE NAME OF All. PROCLAMATIONS WULL BE rssurn 
TO REACH THE VILLAGERS TO EN'OSE THE CRIMES O'F THE SHAH. THEY 
SHOULD BE TOLD THAT TllE ISLAMIC GOVERNMENT IS FOil THEM AND AGAINST 
Ti-IE CAPlTALISTS AND LANDOWNDRS. ON THE ADVICE Of' THE AMERICANS, 
THE SHAH HAS J\UINEO AGRICULTURE. HE HAS WEAKENED THE COUNTHY TO 
bCNEFlT THE CAPlTALISTS. THE N-EW GOVEHNl11::NT WILL PROTECT YOUR 
•dGHTS. . 

YOUt<G POPLE OF RELIGIOU~S CIRCLES, SCHOOLS, UNIVrnSITIO:S, 
NEWSPAPER WRITERS, FARMERS, WORKERS, BAZAAR MEN, AND TRIBES, ETC. -­
l::VERYBODY -- JOIN IN THE STRUGGLE FOR THE AIMS OF ISLAM. THAT IS, 
OVERTHliOW THE OPPRESSIVE PAHLAVI DYNASTY Al'ID THE SHAH'S HEGIME AND 
~ZT UP AN ISLAMIC REPUBLIC BASED ON THE PROGRESSIVE PRINCIPLlS UF 
I SLAM. 

MOUllNING SESSIONS SHOULD BE FREE AND NOT HAVE TO HAVE 
Pl::RIHSSICiN FJOM THE MUNICIPA.LITY OR SECURlTY ORGANIZATIONS. YUU 
SHCiULD HOLD THEM WITHOUT GETTING PERMISSION. 

THESE AflE CftlTlCAL DAYS FOR. lliAN Ai<D YOU THE. PEuPLE \:ILL 
l.E P.EME~iBEfiED IN HISTOl\Y FOR ~!HA'C YOU DO• IT IS K£CESSAliY FOR YOIJ 
TO HELP OVERTHROW THE GO\/EfiUlENT. YOU lit.VE TO Pf!uH:..;T Tit[ ~r:fluN 
AGAHST THE El•l::Nl ES OF !SLAM. THE TRAITORS WANT Tu PROTECT me 
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SJIAH BUT THEY ARE MISTAKEN. THE SHAH HAS TO GO AND THESE
0 

PARASITES 
CANNOT SAVE HIM. 

. I CALL ON THE GREAT NATION 01' IRAN TO EXERT THE STRENGTH 
1.~· !SLAM AGAINST THE SHAH AND HIS OPPRESSORS DURING THE HOLY MONTH 
OF MOHAP.RAl'lo. LET US JOIN IN OUR HOLY AIMS TO Tj:IE HONOR 01' THE 
PEOPLE. r CONGRATULATE THE MOTHERS.AND.l'ATHERs 01' THE BRAVE YOUTH 

HEVOLUTION IN IRAN AND OTHER MOSLEM COUNTRIES THEY SERVE AS THE 
WHO HAVI!: BEEN MARTYRED IN THE STRUGGLE. THER~ WILL BE A GREAT ISLAMIC 

MODEL FOR YOUTH xtl OTHER MOSLEM COUNTRIES. w HOPE you f"LY THE 
VICTORIOUS FLAG OF AN JSLAMIC REPUBLIC IN ALL PLACES. T~IS IS MY 
RESPONSIBILllY FR(IM GOD 

SALUTATIONS, 

AYATOLLAH RUHOLLAH KHOMEINI 

6, ACQs IRA~, TEHRAN <29 NOVEMBER 1978), FIELD REPORT NO, 
NIT· 10, 194, 

7, FIELD ~ISSEM1 EMBASSY AT TEHRAN <AMBASSADOR, DCM, P.ND 
POI lTICAL COUNSE.LOR, DEFENSE ATTACHE, AND RSO ONLY>, SENT TO PARIS, 
IEW DELHI, KABJJL ', ISLAMABAD, KAR AC III, MUSCAT, ATHENS, ABU DHABI, 
KUWAIT, JIDDA, AMMAN, TEL AVIV, CAIRO, MANAMA, ANKARA, ISTANBUL 
<AMBASSADOR, DCM, AND P~ITICAL COUNSELOR ONLY>, SENT TO EXCLUSIVE 
F'OR J-2, USCINCEUR I EXCL:USIVE ,FOR CINCUSAREUR I EXCLUSIVE l'OR 
CINCUSAFE1 EXCLUSIVE l'OR CINCUSNAVEURI EXCLUSIVE FOR COMIDEASTFORI 
EXCLUSIVE FOR COMSJXTH fLT I fiXCLUSIVE FOR CI NCSAC I CINCPAC <EXCLUSIVE 
FOR CINCPAC, .;OMIPAC, AHO POLADI USJll>IR SHAPE <FOR GENERAL HAIG), 

REPORT CLASS .s E C R E T . WARN! NG NOTICE -· •. SEllSITIVE I NTELLlGENCE 
SOURCES AND METHODS INVOLVED •• NOT RELEASABLE :o l'ORElGN NATIONALS • 
NOT RELEASABLE TO CONTRACTORS OR CONTRACTOR/CONSULTANTS •• DISSEMINA· 
TJON AND EXTRACTION 01' lNl'ORMATlON CONTROLLED BY ORIGINATOR, 

O.ASSIFlED BY.RECORDED REPORTING OFl'ICER XGDS·2o 

IE Cl It 



LIMITED OFFICIAL USE 

MEMORANDUM OF CONVERSATION 

l'llRTICIPANTS: Serge Degallaix, First Secretary, French Embassy 

ClyJc D. Taylor, First Secretary, American Emh:issr 

111\TE f1 PLACE: December 3, 1978, Mirabelle Restaurant 

SUBJECT: French Economic Interests in I ran 

ll I STR !BlJTlllN: AMB/DCM, POJ., OR, .JUI/RF, NEA/IRN, Commen:e/C/\C;NI' 

ljcnch Population 
Treasu .-y /01\S l .Vt)Jl,~ 

Mr. Degall:ilx estimated the French population in Iran at 4,500. 
lie said that the French Government school, the l.yccc, haJ aln•aJr 
decided, and this is by December 3, to close down for the two 
remaining weeks before Christmas vacation. Thus, he anticipated 
" large exodus for the long Christmas vacation. lie said that 
hefore this closing the Lycee had dropped in enrollment from 450 
to about 375. 

l:ffects on French Business in Iran 

Mr. Dcgallaix knew of only one French firm that had closed its 
office Jue to the problems here and this was a conglomerate sales 
office and not a large one at that. lie did say that he had heard 
of an increase in slow payments due French firms. Ile sai<l that 
there is some concern by COFACE, France's export bank, concerning 
their large exposure with Bank Omran, an exposure which exceeds 
$UJO million e<1uivalent. lie said this exposure1 relates to a 
number of joint ventures that have been undertaken with firms 
involving the Pahlavi Foundation or Bank Omran. Concerning the 
Tehran METRO, he characterized the project as alive but perhaps 
heing subJeCt to stretch out. 

Ila i I roaJs 

The rrench have not received a contract yet for their portion or 
the railroud electrification but they do have a general plnnning 
anJ technical assistance contract with the Iranian State Railway~ 
and this contruct is continuing. 

Nw.:rcar 

lie said that the strike at the nuclear sites lasted for a little 
over two weeks. He said there was a dispute over whether or not 
the workers would be paid during the strike period. The IJ!ilitary 
said that they should be paid and yet the A.EOI said no; a compro­
mise was ugr~~d and the employees were paid at half rate. 

LIMITED OFFICIAi. llSE 



LIMITED OFFICIAL USF. 

Ayatollah Khomeini 

Degallaix sai<l that th~re should not be speculation over whut 
happens to Khomeini when his three months' visa runs out in 
France. He said that he can stay up to a year and that his 
Government views Khomeini as just another one of 25,000 J ranians 
in the country. He said that there was "no problem concerning 
his staying up to a year." 

Biographic 

'Ir. Degallaix, who handles various political issues but macro­
economic reporting as well (as distinct from the commercial office 
in another location which deals strictly with trade matters) has 
been in Tehran for about two and a half years. He is leaving 
the end of December; his wife has already left. He will assume 
in Paris one of the Deputy positions in charge of commodities 
to former French Embassy Minister de Sedouy. 

E/C:C,lor:d<l 
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l'.l'. 12065: GDS 1/4./85 {Fl!IFER, faEODORE JI.) OJl-P 
TA~~: PEPR, PGOV, IS, xa, XF . 
SUFJf;CT: lS!i.Al>L AND DLVLLOP!'\ENTS IN 'lRtff 

1. SUi"'.1'\ARY: IS!IHLIS !'AVE 'tATC!-'.lD WITH t.W111L 1.!SCtt!A-
1'1 o~ IRAN'S PRCGRESS IO« TO Tl!E LOW!R DiPTHS. TllE 
rHUM'FJLH:G 01 rnE SHA''. 'S REGIME 15 UPEC'?El> 'rO STRl!NGT31N 
NAoCE~T ISLAMIC FA~ATICISM IN TJE HIDDLE tlST; SlGNIFI­
CANrLt AiFEC1 15RAEL'S OIL SUPPLY, iNDAN(;Ei IRAN'S 
P0,ZZ2 JE~S, AND FURTffER TllRiATEN REGIONAL STABILITY 
T">.T IS A ~EY UNDJ:RPIN~'ll:G TO TEE HUlDt:ll ~.lST PUCE 
•·fiCCHS OVER 'i'!IE U:A:lS AHEAD. FU DOUll'l' 'l'gAT Tl!F NEXT 
CuERNM~NT IN T!ERAN WILL CU'I TFl lSiULl-lltAllIAN LINZ:. 
FLDI'iG TH.i: GLOOM PF.CDt!Ci:D :BY 'l'!!E~J llQUIJi?.JS 'l'HE ' 
Ll>OR:'.OllS STilATFGIC Sl:lT3AC1 'l'O TPE VIST ''llltlCI A RADICAL 
l~J.N i10'1LD Sl:},Hi'Y •. A l'OP"L~.R ISUILt P?~WIO~ IS, 
Tl'AT TKE U.S. COULD iiHE !'.OV.i:D MOIU: ZN!:R~! IC.ltLT ~ 
•. n;;CTIV!tY O~l BI3A.LF CF TB! Si!Ail AND S011t POIN'f TO 
IR~N AS AN ILLDSTR!TION THAT JSRAIL C!N~l! IN TBI 
rtNA! A~AL .. SI~ ll!P:HID o~ Y!S'.!lNGTON. 7DllU.Ell, IS'i!U:LIS 
l~A~ THAT TEE INDDST!IALIZ~D STATISi'lND·FSPECIALLY 
T'.'i: U.S., fltt BECOME ~VEN MORE DIP!N:Q.l/foi~;:ON SAUDI 
H~BIA AND Tf:US LESS ~ILLING 'l'Q iIEU'~m~sUllii. ON Tl!.E 
~'lqDlS TO sri?PORT TF.E C!XP .DAvtlht8PolDl~'·ll~· .. MODE11!Tll 
fOI.DHON TO Tl!E ARAB•lSRUJ.l ·.· codUH'.iPJ'l.l>MU>iIQN$· 

DNO N ~ I P £ # l I A L 
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.PAGE T~O C 0 N F I n E N T I A L 285 
l~~!l.'; C<.H::.-~:i:;;:.i• :;!";t\~~:t .. A.'r~r: 1-Y DLr1~·.Lo:P·~=~~TS IN I"'.lA!-J RAVI-
;;cT :OPC~'JLlIJ A DIS·~~ji';EL-:< S.iI?T n GOl f'.Jfil'lONS illTi: 
~~s?:c~ ro raE ?lEATf ~ITH ~lYPl. THERE IS Gi1AT 
A~XI~iY P~RE !30UT TSE EFFECT A RA)ICAL IR!~ ~OULD EAf~ 
ON T5E ~IDtLE r&sr IN G!NE!AL AND ISRAiL I~ PA3TlCULAi,! 
BUT ~J R:coGNlTIJ~ TEAT GJl POLICIES llLL EfVE SOME . 
CONSID!~A3Li I~FLUENCl ON THE FATE OF MODER!TI6N IN 
T!!E AR!.A • ErJD SUM>'iABY. :~:~ ;i 
2. LI!E TEE R~ST OF CS, ISR!BLIS EAVE WATCEED ~ITH 
AHUL HSCINATIC~J IRA~ 's PRO:iR!SSION 'rO T31 LOVF.1. .I 
DEPTES. TEEY BELIEVE TEE F2IENDLY AND STAUNCELY PRO- ~ 
wrsT !IGIME or THE snAR ~As CRUMBLED BEYOND REPAIR A~~ I 
AWAIT WIT[ FOREBODIN~ ITS SUCCESSOR. FEW DOU3T TRAT 
THE •JHT GOU1tqMENT ;·- 'lll!OlVF:it ITS--LEADER, IN .TEB?.AN '.iILL. 
TERMIKATB MOST, IF NOT ALL, ASPECTS OF THE CAR[FDLLY ·, 
CONSTRUCTED AND GLGSF ISRAILI-IRANIAN RELATIONSHIP. ·ll 
ONLY A COUP BY T~'.E MJLITA?tY. IN THE VIE• OF snME ISRAEL' 
ANALYSTS, iCULD l~ABLE ISaA~L TO SALVAGE AT LEAST SO~L. 
ITS LI!J'(S iflTR l"AN •. Lo:J:E) AT 'lllT?:IN TRE Ri':~IONA'L_ 
FRAMEWCRV., TilE SUCCESS OF THE ISLAMIC OPPONENTS OF THE 
SHAH IS EXPECTED EZRE TO STRJ~GTHEN NASCENT FO!CES 1 OF ISLAMIC FANATICIS~ IN THE MIDDLE EAST ~HICH ~ILL ) 
CO~TRIBUTE·TO REGIONAL INSTABILITY AND OPEN THE VAY TO I 
INCREASED SOVIiT P!NETRATIO~ OF THE AREA~ DEVELOP­
MENTS IN IRAN ARE THUS PERCIIVtD l!Y ISRAELIS AS HAVING 
DISTURl!IN~ IMPLICATIONS, ~JOT ONLY FOR THE ISRAZLI­
IRANIAN ~!LATERAL RELATIONShIP, BUT ALSO FOR THE RE­
GIONAL STA3ILITY THAT IS A KEY UNDERPINNING TO THE 
MIDDLE EAST PEACE PROCESS onii T?.E YEARS lHiAD. 

3. A CLOSE RELATIONSHIP rIT& IRAN EAS IMPORTANT SUB­
STANTIH AS WELL AS SYMPOLIC IMPORTANCE FOR ISRUL. 
UNTIL RECENTLY IRAN 'AS T~i SOURCE OF T~O-THIR~S OF 
ISRAEL'S OIL SUPPLY. SU~STANTIAL MILITA4Y AND INTELLI­
GENCE CCOPIRA!ION HAS DIViLOPED BITViEN THE T~O STATES 
OVER TPi YEARS. ISRAELI fl~MS EAVE ~EEN INVOLVED IN 
CONSTRUCTICN AND DEVELOPM!~T PROJ~CTS IN IRAN W31CH, 
TOGE'IEER i'I TH EXPO::lTS. EA 1rr; EARNED 31'10 MTT.t.JllN. nnr.ur.s 
ANNUHLX. SYMBOLICALLY, ISRAE·LIS ZAVE VIEWED THEIR 
·~iOSE itLATIONS~IP ~ITH XUSLIM IRA~ AS A SIGN T3AT 
T9F JFWISii STATE lAS NOT A PARIAH TO ALL IN THE MIDDLE 
EAST. .6-1'!'£0\:GF. IRAN DID NOT ESTABLISH DIPLOMATIC 
RELATlOf'S v.·na IS.-i.HL,,'l'LIAISON OFFICES SERVED AS 
DIPLOMATIC MISSI.o~;s IN ALL ilUT NAMI~ IN ADDITION, 
ISRAEL UAS VALUiC TUE SECURJ EXISTENCE ENJOYED BY 
IRAN'S 20,3Z3 JE~S, THE LARGEST JE~ISH COMMUNITY 
SrILL LIVI~G IN A MUSLIM STATEtit-

4. TEUS, IT IS wITB GROWING TREPIDATION' THAT ISi!ELIS 
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St:E CLE.~?. SIJNS Ol' ~·!'";[ftG~ R SSI'.":> lllJ l'_'{T,IR PILAT.EaAL 
RLLATIO,SEIY ilT~ IRA~. T5 f NOTE PRIME MINI~T!!­
DESIGNA£3 BA~HTJAR'S STATZ~ ~T THAT ISRAEL fROEAiL! 
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WILL NOT BE RECEIVING PERSIAIJ CRUDE IN THE FUTURE. 
WHILE THIS NOT-UNEXPECTED DEVELOPMENT CREATES A 
DIFFICULT PROBLEM FOR ISRAEL, THE GOI IS NOT ANXIOUS 
TO INVOKE THE U.S. 1975 SINAI II COMMITMENT TO SUPPLY 
ISRAEL WITH U.S. OIL UNTIL OTHER ALTERNATIVES HAVE 
BEEN HORE FULLY EXPLORED. NOT ONLY DOES THE PROSPECT 
OF YET FURTHER DEPENDENCY ON WASHINGTON PRODUCE MUCH 
1:£SITANCY HERE, BUT BUYING U.S. OIL WOULD BE EXTREMELY 
EXPENSIVE AND IS THEREFORE TO BE AVOIDED IF POSSIBLE, 
5. FEEDING THE GLOOM HERE PRODUCED BY THESE WORRIES IS 
THE ENORMOUS STRAT~GIC SETBACK FOR THE WEST WHICH A 
RADICAL IRAN WOULD SIGNIFY. NOT ONLY WOULD A MAJOR 
OIL EXPORTER HAVE LURCHED OUT OF THE WESTERN CAMP,. BUT 
THE U.S. POSITIO~ IN THE NORTHERN TIER WOULD HAVE 
UNRAVELED FURTHER, WITH SOVIET INfl.UENCE LIKELY TO 
INCREASE. FURTHERMORE, SINCE THE l'l.JSLIM OPPOSITION 
TO THE SHAH IS NOT EXPECTED TO BE A3LE TO ESTABLISH 
A STABLE SUCCESSOR REGii'iE, Till:: ISRAELIS THINK THAT 
IRAN IS ltl FOR AN EXTENDED PERIOD OF TURMOIL. THE 
NEXT GOVERNMENT MAY NOT BE A RADICAL ONE, BUT NEITHER 
WILL IT BE STRONG. DESPITE ISRAELI RECOGNITION OF THE 
REVOLUTIONARY FORCES AT WORK IN IRAN, THiY BELIEVE THE 
U.S. COULD HAVE MOVED MORE ENERGETICALLY AND EFFECTIVELY 

_10 ASSlST ONE OF THEIR MOST..!,.ONGSTANDJ..N NG AND CONSISTENT 
""1.LIEST AND THOSE ISRAELISlfSKEPTICAll'OY THE VALUE OF 

AMERICAN COMMITMENTS POI NT OISPARA8UG1.T TO IRAN AS 
AN ILLUSTRATION THAT ISRAEL CANNOT .IN fHI FINAL. « 
ANALYSIS DEPiND ON VASKINGTON. 



~. ");:ii\::: 3n0ADLY, SO LOllG AS IRANIAN .~I.L PRODIJCTION 
1: DRASTICALLY REDUCED ISRAELIS FEAP.'THAT THE INDUS• C 0 NF I D ENT I AL 
i:.IllLIZ<:J STATES !/ILL §ECOMZ EVEN MORE DEPENDENT ON PAGE FIVE 285 
:r :::iz ARABIA. AS SEEN FROM HERE, THE U .s. WILL BE 
;;~:::11 LESS WILLING TO EXERT p;u:ssuRE ON THE SAUDIS TO 
•'JPPORT TliE CAMP DAVID ACCORDS AND A MODERATE SOLUTION 
TO THE ARA9•ISRAELI CONFLICT. FURTHERl'IORE, WITH THE 
~\UDIS·EVER MORE IN THE DRIVER'S SEAT, SADAT TOO WILL 
;;WE EVEN LESS MANEUVERING ROOM IN THE PEACE NEGOTIA• 
TIONS THAN AT PRESENT. 

7, WITH THIS IN MIND, ISRAELIS ARE ONCE AGAIN REITER• 
:.II HG THEIR LONG•lllILD ARGUHEilT THAI SAUDI ARABIA IS AN 
l.:JE:PENDABLE SUPPORT FOR THE AMERICANS TO LEAN ON. AS 
ISnAELIS SEE IT, THE SAUDI REGIME IS AS INHERENTLY 
ilULMERABLE TO A WAV~ OF ISLAMIC FANATICISM AS THAT or 
THE SllAH'S. THE RAPID TEMPO OF MODERNIZATION AND 
CKAllGE IN SAUDI ARABIA IS THOUGHT TO PROVIDE FERTILE 
u~OUND FOR THE INCREASED INFLUENCE OF EXTRElllST RELi• 
..iIOUS ELEMENTS ON THE ROYAL FAllILY AND EVIN FOR Tiil . 
APPEARANCE OF A SAUDI ~~ · · 
~. THZ ZMOTIONS AND c~s GENERATED BY DEVELOPMENTS 
I~ IRAN HAVE NOT YET PRODUCED A DISCERNIBLE SHIFT IN 
GOI POSITIONS WITH RESPECT TO THE TREATY WITH EGYPT, 
NO?. DO ~E THINK THEY WILL. THE ~El'IAINING ISSUES IN 
Tn£ TREATY PAqKAGE ARE FINITE AND THERE IS NO SIGI 
TnAT IRAllIAN EVENTS ARE SEEPING INTO THEM AROUND THE 
EDGES. INDEED, om:: COULD LOGICALLY ARGUE THAT THE 
COLLAPSE OF ONE OF THE llODERATE REGIJllES IJr THE REGIOlf 
~~OULD LEAD ISRAELIS TO SEE THEIR FUTURE WITH EGYPT 
lN THE FIRST INSTANCE AND SUBSEQUENTLY VITH SAUDI 
ARABIA AND THEREFORE TO MOVE TO CONCLUDE THE TREATY 
PACKAGE AS QUICKLY AS POSSIBLE, ~UT UNFORTUNATELY 
TnAT STRATEGIC PERSPECTIVE IS ALSO ALMOST TOTALLY 
l.:iSEHT HERE. SOME, INCLUDING FOREIG' MINISTER DA)'AN, 
!ZE SA~AT"S REGIME .AS POTENTIALLY VULNERABLE TO THE SAME 
KINDS OF FORCES WHICH NOW SEEM TO HAVE NEARLY TOPPLED 
THE SHAH. THEY BECOME ONLY J'IORE VARY ABOUT YU:LDING 
$BAEGIC SPACE AND OIL WELLS IN EXCHANGE FOR A PEACE 
TiiEATY WIT:! SUCH A POTENTIALLY· WLNERAJLE 

0

HYP.YIAN 
ii£GIME, \IHAT WE SEE HERE IN G&:IERAL•Ja ~?-~· NXlETY 
i.JOUT THE EFFECT A RADICAL IRAN WOUL. lfAVJ Oll)L HE 
: .. I !:DLZ :::AST IN GENERAL AND ISRAEL Ill rAmcuu ·, But 
ALViOST NO RECOGNITION THAT (lOI POLICIH WILL KAVE SOME. 
COUSIOERA3LE INFLUENCE ON THE FATE OF,flODERATION IN THE 
ARZA. LEWIS . 
iiT (\ CONFIDENTIAL 
1271 
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St1mmary: A c:l:vilian government will take over Iran 
facing problems -sufficient to defeat the luckie•t and --• -td"' ~ .·-· most exper·<.:onced politicians and there appear to be 

, ___ -· __ . neither. "lmost thke most hopeful prospect for this 
.... '"" "· f'.Overnment is a sha y, embattled care-taker status 

:---·· I l.cading to elections in early summer. More likely is 
, -·[:;;-;-j; • .: -f •M its failure precipitating a renewed crisis. In either 

"vent, the future looks dangerous fu!· individual 
~i . ., ;· -1 " Americans. End Summary. 

\___ -_· ___ · :- fafahan Perspective on the Bakhtiar Government 
. ih"tfiirumours spread~aK!ltiirGovernment, I soughb: 

"· ... •. the opiniou of Isfahanis about his chance for success. 
__ J The responses were basically a weak po:iitive. Most 

< 
1
··o• r .. ipondents stated that if B.1khtiar 1ms able to ohtain 

______ j_____ ·- ,:,,. endor.senient of Khomeini aod (mo~t important) the 
... ~-· • ' • ~· "" departure of the Shah, and if he found competent and 

__ _I unexceptionable cabinet members, they had nothing again 
10 ( .... .. ,0P1c him, and h<.:: would have a chance. No one I spoke to was 
~ . _ ---1 excited about him, but no one was displeased. They 

•• EE·• '"· ".,. stated that he was probably more accept.able to the 
military than any of the other opposition names mention · ··Jj in the past and was probably acceptable to the National 

__ _ Front as well. Tbc more sophisticat"J pointed out that 
I I the; combination of competence and no p.irticipati on in 
~-- . ._ public life in the last twenty years or so (necessary 
t•"'· ~uoi:t1n'1 "·"0,.. 1 to be unexceptionable) was most unlikely and that 
1 CONFIDE~TlAL 
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1111-:htiar would have to choose between competence and support. 
:a.ice Iran faces now all the problems which toppled previous 
11nvernments, exacerbated by the last six months of strikes 
a11d disturbances, it is most unlikely he will find a Ca·binet 
able to funct:ion effectively and he is likely to become the 
f Int post-Slwh scapegoat. It is possible that last minute 
1n:i:1cuvering will push forward someone else in place of "' 
11.d:hc iar. However, any civilian forming goverr>ment at this 
l l ;r,.:; will have the same constraints and problems as Bakhtiar, 
10 i:he following serves whatever the name of the new Premier. 

l't oh lems Faci n_g the Government 
'1'l•1. ·new gove'rnment will first have to perform a subtle and 
crlcky balancing act. It must prove acceptable to the Shah, 
•>I" wlll not be appointed, but too much approval by the 
Sikh will make it unacceptable to the dissidents. It must 
lie approved by the Parliament, which most nearly represents 
ct.c populace, but as the Parliament itself contains many 
m••I1Jf)<0rs unacceptable to the dissidents (and as a body is 
n>nsidered a Shah puppet), it must distance itself from 
r lu.• Parliament. It must gain the acceptance of the striking 
.,,,:kers, so that they will return to work, but 1r.ust distance 
1 '. .. ,.~lf from the wage promises made by the last government if 
'c hopes to deal with inflation . 

• <.r• first problem the government will face will be a: .x:ace 
1,, ·•ween the departure of the Shah, a necessity for 
• _ •. ,~cabilit;, and the nrganization of resistance by competitor 

,, :,,,,;t tion grnups. The Shah is likely to delay departure 
""' i1 he is sure of the stability of the new government, but 
1.:, i""s his timing is very good, his delay will fix the image 
.,r che Bakhtiar government in the public mind as just another 
:;1"1h Government, thereby rendering it unacceptable. 

, ,,,,.' accepted, the government will have to handle the 
,., '°''"'" factor. In Isfahan, lists hav<i! appeared with over 
i : ·J names scheduled fo~· death and larger number& for "punish­

"":n r ... (unspecified) or imprisonment. These lists, locally 
p:oduced by the opposition, supposedly list SAVAK personnel, 
.: ; 1 itary personnel who ordered or caused the de?. th of 
dissidents and private or ,e;overnment figures wl'o are 
,·r!tisidered corrupt or profiteers. The names on the list 
""'ry with the: presenter, and it is known that many names 
.• r2 put on the list to settle old, personal scor<i!s. 
::upf'osedly, such lis·ts exist in every city and town in Iran. 
In Isfahan, some of those .on the death list have already been 
:. ,3assinated. The new government will have to take stel's to 
: ... ti:;fy this lust for vengeance, but to also afford the 

: ·::crance of justice. Moreover, there are such large 
11,:;:1!)'"rs of military and security authorities on the list, 

2. 

1 ,.,,;: ~he military would not stand for anything more than 
tukcn 'sacrifices. If the mobs are not satisfied with govern-
11.2nt action, however, they are likely to take action themselves, 

,.. 
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and SAVAK and the military to d~fend themselves--with bloody' 
fighting a real possibility. · 

In a broader sense, the government will also have to find a 
way to restore order, faced with bands of young toughs--used 
to and enjoying the violence of mobs--continuing the.ir ' 
activities. Again a delicate balance is necessary, because ' 
anything approaching martial law or an autocratic order will: 
cause the general populace to rise again. ' 

The larger problem will be the economy. The gove:r;pment must: 
get the workers back to work and at the same t}me.must ask 
them and the entire country to accept sacrifict's"'-shortages, \. 
and probably high prices. The workers wert: prapi:l:sed wage : 
increases the country cannot afford, and the CGJltS of 
ret:.irning the economy to an even keel will be astronomical. 
When the workers refused to return to work for wage 
increases of 50-125%, will they now return to work for 
thecr old wages? The capitalists and entrepeneurs, and 
tho~e who control the cai>,ital which fled Iran in the last 
six months, will watch closely the actions of the government 
If they see policies d~signed to appease the workers at the , 
cost of inflation and depression, they will ref•1'1e to expend·· 
~ny risk capital. Unemployement is certainly hi5h now and 
will increase unless the businessmen are willing to particip 
in the economy. The business community is in a critical 
cash flow situ,ation. Those factories which continued 
opc:ra ~L;; have largely used up all bank credit they possesse 
drawin1~ down on stocks (particularly fuel) and .::urrently 
possess large stocks of unsold goods but no money. Bazaari 
mostly closed for up to two months are also cash poor, and : 
customers paying profiteering prices while getting uncertain 
wagcs are also cash poor. From somewhere, the) e must be a -: 
major infusion of cash or credit to prime the pumps, and for 
11 l.r•r» ~c:riod of time as business is normally conducted on 1 
Jay ~,'.-"Lee bas.is. Unless the flight capital can be p"'rsuad 
to return to make this infusion, new money will automaticall ., 
creute major inflation, fueling a new economic-political cri 

Scenario for (Limited' Succes~ It:seems unlikely thaf"tl1is untried government can survive, 
faced with the above problems. One scenario for limited 
success, however, follows: drawn from reflections on comment 
of National Front activists in Isfahan. This presumes the 
Shah will leave as the Khomeini/National Front opposition to: 
Bakhtiar nears a peak, causing the protest movemen~ to calla 
i·.1 the surge of joy at this element of success. All workers 
will recurn to their· jobs as part of char joy, without 
t!'.·~·"li.1t" discussions about wages. Khomeini will lose any 
infi.uence, as he will continue demanding protest when most 
peo~,le ,:re tired of it. The government will schedule 
'iu,1;.Hlia t"lY several major show trials, and somehow "endorse" 
the va;: ~<.>us revenge lists, without acting on them, focusing" 
p1:opl'-,'" ·attention on the major tirals and vowing an "unendi 



pursuit" of all malefactors. Mcanwhtle, the important 
have their Iranian property confiscated whcr. the gcw,~rnment 
learns of their flight. As it will not be fair Lo puuish 
underlings when the big fish escape, only a few symbo lie 
arrests will be made. Any workers who attempt strikes or 
protest about che lack of raises will be attacked as 
profiteers, following the model of the Shah, and jaw-bonetl 
back to.work. 

Th.i cabinet will be in a state of constant shuffle, gradually 
bringing in re?resentatives of the various National Front 
and ocher opposition party factions, and playing them off 
against the other, with Ministers abruptly dismissed as 
incapable of d.~aling with various problems, thus shifting 
the blame and buying time. A great deal of attention 
will be paid to upcoming elections, with numerous committees 
appointed, including opposition figures and probably a few 
mi.nor delays, just to keep people anxious. The government 
will Lcself take a major part in the campaign, declaring 
the country's problems·as serious and demanding that 
candidates address the problems, not personalities. The 
cpposi.tion will have one eye on the elections, so will be 
unable to make a united front against Bakhtiar. The economy 
wi 11 ;uuddle through, with the government making many announce­
n.eots about the need for sacrifice, so that Iran will belong 
VJ lr;,nians. Finally and perhaps most importa1:t, the Govern~ 
ment will focus attention on a new enemy, probably foreigners, 
end ;·o"t lil:ely Americ;ins. They will be accused of 
Lreacl;erously abandoni.1g necessary projects as a last gesture 
of support for the Shah, and simultaneously of attempting to 
r:,.k.e advant.ige of the country's precarious economy of profit-­
darnn12d if they stay or if they leave. Among the symbolic 
punishments will be oi foreigners working without work and 
residence permits, or otherwise in violation of any Iranian 
r<'l?Ulations-··probably nothing more than expulsion but given 
z ott play. 'fhere is little room for maneuver in thi.s 
sccnzrio, but if all ~~e elements fall into pl2ce, the 
Bakhtiar Government could maintain itself until elections, 
and perhaps even after, depending on the level of 
opposition discord. 

ImCJlications for the U.S. and Americans 
It' tiietral<htiar government falls, the like! i·est result will 
be .rt new authoritarian regime, either by military coup or 
b)' <:n uprising of the radical right (elevating Khomeini) or 
the radical left (unlikely to be friendly to the U.S.). A 
military coup, while likely to be both successful and friendly 
to the U.S., is unlikely to last long; as the populace have 
1 eami;d how t:o fight the military--civil disobedience and 
economic pressure rather than direct violence--and there is 
no (·vi d'2ncc; the 11ilitary--has learned a proper response. If 
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it did succ:eed, it would be only if it adopted radical right 
or left pl.u1:iage. A Khomeini government would be, at least 
initially, hostile to the U.S. and foreigner" and would be 
likely aLo to di.ssolve shortly of its own i .... ;:ompetence if 
nothing <>lse. A radical left government, like that in 
AfghaniBt«n, i.s likely to be correct in its relations to the· 
U.S., but lean heavily on the USSR for support and would 
become quickly entangled in internal disputes with the 
r<'ligiowi ·d.ght, again like Afghanistan, Any of these 
results will lead to the disintegration of the economic 
strength of Iran, ·che increased likelihood of further groups 
and struggles, and the loss of a.U.S. ally. 

On the other hand, a Bakhtiar success is likely, at least 
in the short run, to be seriously dangerous for Americans 
living in Iran, or at least in Isfahan. The anti-foreign/ 
.111ti-Am•"·r.ican feeling conti.nues here, accompanied by 
violence of increasing intensity. If a government in Tehran 
both restricts revenge on SAVAK and security figures and 
a<lopts an anti-Americ1m attitude, there will almost 
inevitably be an i.ncraase in violent incidents against 
•'-'-~cricans, and at present of higher levels of ·,iolence, 
'.:1--.e resul.tu will be serious injury and death. It appears 
::hat what i.s in the better interests of the U.S. will work 
:·;;ainst individual Americans and probably will require a 
a<ajor reduction in the American presence here, for several 
~snths at least. 
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i PROPOSE TO DEAL •lT" T"E 'OLL0•1NG QUflTlONI JN T"JI 
lNTRODUCTONY PRlllNTATlONI 

•••HAT "AVE IEEN T"E INTEHEITI ANO NOLE D' THE UNITED 

IUTEI IN lRAN? 

•••HAT II THE PRESENT IITUATlON ANO HON OIU IT AHIIE? 

•••HAT AMI THE REGIONAL AND GLOIAL IMPLlCATlUNI OF 
THEIE DEVELOPMENTS JN lRANT 

•••HAT JI THE u.~. POITURI TONARU THJI SITUATION? 

•••HAT LIES AHEAU7 

lN SHORT, l HILL WE DIVlLOPlNG THE 'DLLONING POINTll 

••THE UNITED ITATEI R!MAlNI ,JN"LY COM"ITTED••AI HAS 
!Y~RY A"ERJCAN AUHINIITRATIDN IJNCE •ORLD NAN lJ••TO A 
'HEE, STAILl1 ANO lNOIPENOENT IRAN. lRAN'I lNOEPENDENCl 
ll CRITICAL IN PHOTECTlNG' THE ,REIDOM 0, OTHER NATIONI 
lN THE MIDDLE lAST. ,1,TY PERCENT 0, THE PtTROLIUM 
CONSUMED WT T"E ,REE WOHLD PAllll T"HOUGH THE ITNAITI 
0' HORMUZ ON IRANI& IDUTHINN ,LANK 0 

••lHAN, LIKE OTHEH NATlONI THAT HAYI DEVELOPED MAPlOLY, 
HAS EXPEMIENCED FUNDAMINTAL AND ACCELERATING CHANGE OYER 
TH~ PAIT TND DECADEl••ECONOMlC DEVELOPMENT, WlOEIPHEAD 
SOCIAL CHANGE, ANO DIMANDI ,OR GREATER POPULAR INVDLVI• 
"ENT IN IHAPlNG THE DICllIONI NHlCH A'FECT lHANll LIFE 
AN~ fUTURE. IN THE COUNIE D' THll PNOCEll Of MAPJD 
"OUEHNlZATlON, ECONOMIC PHOGREll HAI OUT•PACED THE 
DEVELOPMENT OF POLITICAL lNITlTUTlONI• IOMI lHANJANI 
~AYE ,ELT THAT THEIR THADlTlONAL ROLEI AND MELlGlDUI 
CONVICTIONS HAVE SEEN THNIATENED 8Y THilE DEVILDPMiNTI 
ANU BY THE 1NTHDUUCTION 0' AN UNfA"JLJAR CULTUMl 0 MANY 
ARE NON lNIIITlNG ON A HIDER IHAHJNG OF POLITICAL PONER 
Al NiLL Al ECDNOMJC ~ENE,JTI. TMll 11 THt CHUX O~ THE 
BT 
uas• 
ANNO TU 
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LIMITED OFFICIAL USE SECTIUN 12 0, 88 ITATE ll221•11a 

ClNCEUR FON POLA01 TEL AVIV FON PAO, OELlVfR IT 8 A.H. 

PRD8LEH IN lNAN TODAY, 

••OUN POLICY OVEH THNEt DlCADll HAI IEEN TD WONK WITH 
IRAN, A$ WITH OTHEH NATIONS UNDENG.OlNG TH!ll PROFOUND 
CHANGES, TO HELP TH!H FIND CONITRUCTIVE IOLUTlDNI TD THI 
PR08LEHS THEY FACE, EMENGI FROM PIRlDDI OF CHANGE MITH 
~Ew STA8IL1TY, ANO PHEIERV! THEIR NATIONAL lNOIPINDENCI. 
QUM iTHONGLY•HELO VIEW ll THAT ND OUTllOI PDWIR IHDULD 
TRY TO OlCTATE IHANll COURll, EXPLOIT lNITAllLlTT FDR 
ITS OWN ENDS, OR Sl!K CONTROL 0, ANV KIND IN THll ARIA, 
EACH NATION ~HOULD HAVE THE FREEDOM TO NORK OUT lTI 
PUTUHE ,HEt FROM UUTSIU~ INTERFININCI, 

••THE tNTlHE AREA 0, WEITIRN AllA 11 tHARACTIRltlD IY 

GRO•TH ANO CHAN~t, CHANGE PROUUCEI OPPORTUNITY Al WELL 
AS lNITAblLITY ANO CRI~ll. THE lllUi II HOW TD CHANNIL 
CHANGE ALONG PATH& LEAUlNG TO ITAllLlTY AND ITRINGTH, 
OUM POIITlON IN THE AREA II ITRONG. HOIT OF THI ITATil 
THERE IMARE OUH 08JECTlVEI 'DR THll RIGIDN••THI llCURlTY 
AND NATIONAL lNOtPENOINCE O' EACH IT.ATE IN THE ARIA AND 
THE OPPORTUNITY TD CHDOIE THEIR OWN MATI TD BUILD 8ETTIM 
LIVll ,OH THElH PEOPLE, BECAUSE WE IHARE THOll DIJIC• 
TlVEI ANO ~EtK NU DOMINATION, NE llLIEVI UNITIO ITATll 
HELP IN APPR~PRl•TE wAYI wlLL IE IDUGHT IN THI 'UTURI 
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~AGE ~ C 0 N F I 0 f N T J A L 
Al JN THE PAST AS NATIONS OF THE AREA •OHK OUT THflR 
JUTUHEl 0 WE AHE lN CLUSE TOUCH ~JTH GOVERNMENTI lN THE 
•f~lON ANU ELSfwHEHE WHOSE INTEREST& AH[ ALIO 
A'f!CTtO BY THJS SITUAT10N 0 

AMERICAN INTERESTS ANO ROLEI 

TH! INTEHESTS OF THE UNITED ITATEI IN IRAN HAVE REMAINED 
CONITANT OVEN THE PAST GENEHATION 0 

•ECAUIE UF JHAN 1 S IMPORTANCE TO THE l!CUHITY OF THE 
GUL' REGION, FuTUHE 0, THE MIDDLE E&IT, AND THE PRDDUC• 
TION OF UlL, wE HAYE A STRON' INTEREST IN A FHEl, STAbLti 
ANO lNOEP~NDENT IHAN, wE HAVE PERS1&T~NTLY ANO ACTIVELY 
'UHBUED THIS DdJtCTIV~ SINCE WORLD NAR II 0 

•OHKlNG WITHIN THE LlMlTS SET dY THE wDVEHNMENT OF IRAN 
IN AREAS OF COMMUN INTEREIT, Wt HAVE HELPEU IRAN ITREN,TH• 
IN ITS~LF ECUNOMlCALLY IN TWU WAYSI Cl) WE HAVE PARTJ• 
Cl~ATEO lN IHAN'~ MODEHNI2AT10N, 'IRMT THHOU'H DEVELOP• 
~fNT A8SlSlANCt ANU THEN THROUGH THE COOPERATION OF 
'RIVATE AMERICAN 'lHMI, cal AMERICAN ANU OTHlH •!STIRN 
COMPANIE~ HAVE •O~KEU CLOIELY lN T"i DEVELUPMlNT 0, 
!NAN'S UlL PHUDUCTION AND KARKETIN,, TH!ME•Y HELPING 
ro PHUYIDE TH~ "EVENUEI ""'CH "AYE IEEN THE MAIN ENGINE 
O' IHAN'S ~CONUMIC OEYELOPHINT 0 

45 IS OFTEN THE ~ASE WITH GOVERNMENTS "HERE AUTHORITY 
18 HIGHLY tENTHA~IZED ANO "HERE lMPOMTANT ECONOMIC AND 
ITHATE,lC l~TEHESTI AKE AT 8TAK!1 OUk ABILITY TO MAINTAIN 
CONTACT WITH •LL ELEMENTS OF THI IOClETY AND PREIS 
f,fECTlVELY ANO CONSISTENTLY FOR CDNMTRUCT1VE CHAN'E HAI 
•EEN LIMITED. "HERE WE IAW SOCIAL AND POLITICAL PRllSUHE6 
dUILOJNG UP WITHIN THE SOCIETY, wl CALLIU ATTENTION TO 
!HEM, •UT THE PAtt OF DEVELOPMENT HAS BEEN IET ~y THE 
wOVEHNMENT ANO CIRCUMSTANCES IN 1RAN 0 

~E HAVE ALSO HES~ONOEU TO IRAN'S REQUESTS TO HELP HOUEHN• 
dT 
.aau 
ANNO TU 
CLH 121 

PAGE 3 C 0 N , I D E N T I A L 

43 



HCZCML.T243 
MULT 

ACTION 

'>EPARTMENT OF DH'ENSK 
IOllT CHIEFS Of STAFF 

MESSAGE CEUU 

C U N F I U E N T 1 A L nuw 

J'5(14) ASOllU(lll) 
illlTM 

23113 
St:.CT !03 O~ 23112 

CJC~l(82) CJCS(i11) DJS(i!3) SJ~SC02) J5(~2) J31JHC 
J31Nl1~C Ult REV•CIOl) SECuEF(117l SECUEFI ASDIPA(ilt) DIAi DlACl. 
NMlC 

(03) 

CMC CC wASHlNfiTON OC 
CSAF WASHlNfiTON DC 
CNO WASHINGTON UC 
CSA WASHINGTON UC 
Fli.t:. 

fRANSlf/IOl70J23/I01703J7/ilili1114TOH011IOJ26 
DE HUEHCAA -22~4 0l71032J 
ZNY CCCCC UH 
0 17ili137Z JAN 79 
FM SECSTATE wA~HOC 
ro RUEHAM/AMt:.H~AbSY AMMAN lMHt:.DIATE 797D 
~Uwl1~f/Al1~118A~SY ~EIHUT IMMEDIATE 6'5114 
~UEHEG/AMEMBASSY CAIRO lMMEDlATE 4277 
RUEHDM/AHEM~ASSY DAMASCUS IMMEDIATE 2765 
RUEHJM/AMCUNSUL. JERUSAL.EM lMHEDlATE 9tD9 
~UWMHA/AMEM~ASSY JIDDA lMMEOlAT! 7lll 
~UEHTV/AMfMijASSY TEL. AVIV 11111EU1AT~ 9119 
HUWMHR/AM~M~ASSY TEHRAN l11HE01ATE 11577 
~UWMAM/AHEMdASSY MANAMA 3199 
HUUKBT/AM~M~ASSY HABAT eaa, 
RUWMNS/AHEH~ASSY SANA ,372 
~UQMTI/AMEM8ASSY TRIPOLI 7,78 
HUDKKR/AMEM8ASSY TUNll 051¥ 
HU~l11N/UIMlSSlUN SINAI 7157 
~UWHDH/AMCDN~UL DHAHRAN 2203 
~UFHGV/USMlSSlON GENfVA 1167 
HUwMKM/AME118ASSY KHARTOUM ~873 
~UDTC/AMEMBASSY L.DNDDN 539~ 
RUIH110/AM£MBASSY MDICDM 5551 
RU,HNA/UIMISSIDN UINATO a,,s 
~U,N,l/AMEH8ASSY PARIS 8534 
RUFHRO/AMEMBASSY RDME 47ae 
HUEHDT/UbMISSION USUN N[W YOH~ 8132 
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EPARTMENT OF DEFENSE 
JOINT CHIEFS Of SU.FF 

lllCSSAGf CENTER 

'AG& a C 0 N ' l 0 I N T l A L 
•UQMlllAMEMIASIY AIU DHAll I•~~ 
•UIHCR/UllNT ~AGHDAD 1181 
~UWMODIAMIMIAISY DOHA 11~1 
IUQMKW/AMEMIAllY KUNAlT llll 
IU,HOL/AMIMIAllY IONN a~a& 
IUIKJCll liCOIF WAIHDC 1711 
•UIKJCll JCI WAIHDC aa•~ 
IUIAllAI Cl• WAIHDC aea• 
IUUDWNI NIC NAIHDC SJ'U 
IUIHlAIUUCA 
RUINAAAIUIClNCIUM VAlHINGIN GI 
llNIAHIMIAllY ALGllRI POUCH 
IT 
C 0 N F .l D I N T l A L 

LlMlTID DFFl,IAL Ull llCTlON II OF •• ITATi 1saa1•11a 
ClNCIUR FOR PDLAD, TIL AVlY FDR PAD, DILIYIR IY 8 A0 M. 

Ill ITI ARMED FDRCll, WHICH HAYI PLAYID AND WILL· CDNTlNUI 
TD PLAY AN IMPORTANT ROLi lN lRAN'I DIFINllw FDLLDNIN& 
IRlTllH WITHDRAWAL !N 1871 FROM A IPICIAL' ROLi IN THI 
'IRllAN GULF WI HAVI INCOURAGIO COOPIR4TION llTNiEN THI 
ITATll Of THAT RIGlON TO ITRENGTHEM IECURlTY THERl 1 lN 
'ANT TO COM,ENIATI FOR IRITllH NlTHORANAL1 NI· IMPANDID 
OUR llCURlTY AllllTANCE RILATIONIHIP 1 THI IRANIAN ARMID 
'DNCll IN ADDITION TO HiLPlNG NllGHIORIN8 OMAN DIFIND 
AG41NIT INIURGINCY HAVE HELPED PRDTICT NllTIRN ACClll 
TD OIL IUPPLllRlo 

~I HAYI ALIO ENCOURAGED IRANll CONTRllUTlON TO &LOIAL 
•CONOHIC PROGRlil AND ITAllLlTYo UNTIL RICINTLY !RAN 
HAI CONTRllUTEO NOT ONLY BY PRODUCING DlL FOR THI WORLD'I 
INiRGY HIEDI BUT ALIO IV GIVING IUllTANTlAL· 410 TO OTHIR 
COUNTRlU, lNVUTlNG IN BOTH THI· OIVELOPID AND THI 
OIVILDPlNG NDNL01 ANO PLAYING A UfiN.1'1CAMT ROLi rH THI 
WOHLD iCDNDHY 0 • 

IN INTERNATIONAL DIPLOHACY1 IRAN HAI "ADI NUHIRDUI 
'DllTIYI CDNTRIBUTIDNll PEACIKIE'lNG IN YllTNAH ANO THI 
MlDDLI IAIT, SUPPORTING HDDiRATI IOLUTlONI TO CONFLICTI 
IN A,RICA AND EL~~WHIRl1 AND NORKINfi TO RllDLVI· IOMI OF 

• C 0 N F I D I N T I A L 
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%PARTMENT OF DEFENSE 
.IGIJfTCHIEFSDFITAff 

MUIAGE ClNTH 

PA'~ ~ C 0 N F I 0 I N T I A L 
lTS LON&•STANOIN' DIIPUTEI WITH NEIUHIORS, 

AS A CONSEWUiNCE OF OUR OTHER lNTEREITS IN IRAN, WE HAYE 
AN INTIRiBT ALSO IN lRANll INTERNAL DiYELOPHENT AND 
STA&ILITY, WUT lN ANY EF,ORT TO PURIUE THIS INTEREIT 1 
WE HUIT IN THE FUTURE, AS Ni HAYE IN THI PAIT, REIPICT 
THI Hl&HTI Of IRANIANS TO OiCIDE HOW THEY IHALL ORDER 
THEIN OWN FUTURE, 

HOW THE PRESENT SITUATION CAMI A~OUTI 

l' HE AHE TO UNOENITANO FULLY THE NATURI 0, THE PREllNT 
SITUATION, WE NEED TO EXAMINE HOW IT CAHE AWOUT, 

HOUE"NIZATlON. lHAN HAI EXPERIENCID llNCE WORLD MAR Il 
HANY Of THE PRESIUREI AND INTIRNAL ITRAINI &ENERATED IY 
"OOERNlZATlON THAT HAYE PROVED DEITAIILIZIN& IN OTHIR 
COUNTRlEI, iOME OF THESE PHOILEMI ARI ,AHILIAR ONEI•• 
RAPID POPULATION &HOWTH, A HAlllVI SHl,T 0, POPULATION 
'ROM RURAL TO UH~AN AREAi, LAR&I NU"llRI OF UNEMPLOYIO 
ANO UNDEREMPLOYED URBAN WORKERS ANO ITUDENTl1 ANO A HOIT 
OF OTHER P~OILEM~ THAT ARlll WHEN A NATION Al DIVERSE 
AS IRAN PUSHES FUH DEVELOPMENT DN A NUMBER OF FRONTI 
jIMULTANEOUILY. OF PARTICULAR llGNlflCANCi lN lRAN HAI 
dEEN THE INCREASlN~ ALllNATION BITNIEN THOll LEADING AND 

dENEflTTIN& F~OM THE MODERNIZATION AND OTHERS WHOSE 
POllTlDN IN IDCltTY AND OIEPLY HELD RILlGlDUI CONVICTIDNI 
ARE TH~iATENEO bY IT. 

THt "WHITE REVOLUTlON"I 196a·e~. BY THE 185111, 
IRANIAN LEADENS HAD SECDME KEENLY AWARE Of &RONIN& DISCON• 
TENT, A IENSE OF DRIFT IN IHAN 1 AND UEMANDI FOR FAR• 
~!ACHIN& REFORMS WITHIN A MORE BRDAOLY•BAllD, REIPDNllV!, 
NON•AUTHORITANlAN POLITICAL IYITIH, IN ORDER TD 
CHANNEL THESE PHEISUREI INTO CONSTRUCTIVE HATHER THAN 
RE~0LUT10NARY CHAN&E, THE &DYERNMENT LAUNCHED A PRO&RAM 
OF EVDLUTlONARY ~EFORM ANO DEVELOPMENT PREllEO FROM THE 
TOP AT A FORCED•OHAFT PACE, THII •WHITE REVOLUTION• 
in 
Ual!4 
ANNO TES 
CLH 7all 

NNNN 
1711U7Z 
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DEPARTMENT OF DHENs•· 
IOUIT CHIEFS Of SfAFF 

MESSAGE tfflllER 

vZClCMLT~211 C 0 N f l 0 E N T 1 A L ZYUW 
"ULT 231136 

''TlDN Sf.pl ~:/F}Jll;2~) 
J304) ASOllU(U) '4UJ{ ( 1Pi·;7 

OISTR _ 
CJ(;ill till) CJC5(1111) DJSllllJ) 6JCS(ll2) J5(111) J31JHC 
J3&NMCC DIC HEv•tl1) 8£CD£,(17l IECD£'1 ASDIPA(81) DIAi UlA(1~l 
NMlC 

(IU) 

CMC CC WASHINGTON DC 
cs•, •• ,HINGTON DC 
CNO WASHINGTON DC 
CbA HASHINbTON UC 
Fll.i: 

INAN8IT/ll71325/0170511/l~ll31TOR817~11l 
OE RUEHCAA #22~4 lll783al 
ZNY CCCCC ZZH 
0 178837% JAN 711 
'" lf.CITATE WASHUC 

IMMEDIATE 
ro NUEHAM/AMf.MbAijSy AMMAN lMMEDIATI 7178 
RUwM8E/AMEM8AS~Y BEIRUT IMMEDIATE 0391 
"U~HEG/AHEM8A5SY CAINO IMMEDlATI 4171 
"U~HDM/AMEM8ASSY OAMAICUI IMMEDIATE 1711 
"Uf.HJM/AMCONaUL JIRUIALEM IMMEDIATE 9111 
RUQMNA/A~EMBAasY JIDDA IMMEDIATE 7111 
RU£HTV/AMEM8A8SY TIL AVIV IMMIDIATI 9191 
~UQMHR/AHEMBASSY TIHRAN lMMIDIATI 9171 
HUWMAM/AMEM8ASSY MANAMA 3817 
RUDK8T/AHEM8ASSY RABAT 11181 
~UQMNS/AMEMIASSY IANA 1373 
"U~MTl/AMEMBASSY TRIPOLI 71711 
"UUKKH/AMEM8ASSY TUNII 15111 
RUWMZN/U&Ml&llON ilNAl 7808 
RUw"OH/AMCUNSUL UHAHRAN 2204 
HUFHGV/U&MlS5IDN GENEVA 1808 
"UQM~M/AM!M8ASSY KHARTOUM 8874 
RUOTC/AMtM8ASSy LONDON 93114 
MUE"MO/AMEMbASSY MOSCOW 5052 
MUfHNA/USMlSSlON USNATU 2118 
RUFNPS/AMEM8ASSY PARli 55~1 
HU,HRO/AMfMBAS&Y ROME 47~1 
MUf.HDT/U&MlSSlON UIUN NlW VONK lla3 
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Ml·SSAGE CENTER 

~AGE 2 C 0 N F l 0 E N T l A L 
NUQMBl/AMEMbASSY AlfU OHAbl 2434 
HUfHtR/USlNT B•GHOAD usu2. 
~UQM00/AMiMlfAti&Y DOHA 80J4 
RU~MKN/AMEMB•SSY KUWAIT 5353 
HU,HOL/AMEMSASSY BONN ~3~2 
NUEKJCS/ StC~Ef WAIHDC 273~ 
RUEKJCS/ JCS wASHOC 2388 
HUEAllA/ CIA ~ASHDt 212~ 
HUEADNW/ NSC kASHDC 17b2 
HUEHUIUSICA 
RUINAAA/USClNCEUH VAIHlNGEN GE 
ZIN/AMEMlfASIY ALGIERS POUCH 
lfT 
C 0 N F 1 O t N T 1 A L 

LIMITED OffIClAL UIE sECTlUN ~4 0' Ii STATE ~122b4/14 

ClNCEUR FON POLAu, TEL AVIV FON PAD1 DELIVER BY U A,M, 

AIME~ AT IOClAL AND ECONOMIC MOOERNlZATlDN MITH THE &HAH 
HlMIELF Al THE MAJOR AGENT lN THE RE,ORM PROClll, 

THE REFOHM PHDGRAM, FUELED BY RIIING REVENUEI IN THE 
lUllll, QUICKLY HEIULTED lN FAR•RIACHlNG CHANGll, SUlf• 
STANTIALLY lHPHOVlNG THE LlVll 0, MANY ClTlZiNS BUT 
DAMAGING THE POS1TlON OF OTHERS, LAND REDIITRISUTlON, 
'OR EXAH~LE, WEAKENED THE PONEH 0' THE llG LANDLORDS AND 
ALIC NEAK!NEO TH~ CLER'Y' HEHOYlNG THllR INOEPENOENT 
SOURCE OF INCOME ANO HAK1NG TMEH DE,iNDENT ON PRIVATE 
UONATIDN&. THE AM~1TI0UI ICALE 0, OEYELDPMENT PRODUCED 
A NEW ELlTE OF THOSE CHARGED wlTH PLANNING AND CARRVlNG 
OUT THE NEW PROGHAHS, lfUT PLANS WERE HADE AND IMPLEMENTED 
wlTH LlTTLE PUSLlt CON&ULTATlON, EXPANtlON lN THI 
PRIVATE IECTOH GAVE RllE TO A NEW CLASS D' !NTREPRENEUHS, 
NHlLE THE 1NTERE5T OF -AZAAR MERCHANT& ANO OTHER TRADl• 
TIONAL ELEMENT~ 0, SOCIETY MERE NEGLECTED. THERE HEME 
lNtNEAIEO OPPOkTUNITlfl fOR EDUCATION, BUT REITRICT10N& 
STILL LIMlTEU THE PARTlCIPATlDN 0, THE NEWLY EDUCATED 
IN THE POLITICAL PROCESS, ANO HORE WERE TRAINED THAN 
COULD BE EHPLOYEU lN POllTlONI THIV fOUND RIWAROING 1 

CON'IOENCE AND GHOWTHI 180~•76, THE ECONOHIC IUCCISSEs 
OF THE WHlTE HfVULUTlON HEAVILY DVERIHADDWID THE ABSENCE O' 

PAlil! 2 C 0 N f l D I N T l A L HlUUl 



m:rARTMENT OF DHEN~t 
IOl•T C•EFSOF SlAH 

•HSAGl CfllTH 

'AGE ~ C 0 N , l D I N T I A L 
A PARALL£L AOVANti IN THI 'OLlTlCAL IYITI"• BY 1871, lT 
.,,IARIO TO "OIT OlllRVIRI 0, T"I lRANlAN ICENE THAT 
lRANll A'PROACH TO "ODIRNllATION HAD 'ROOUCIO IUBITANTlAL 
JR08Rlllo Al A RllULT 0, THI Rl,OR" 'ROGRA"' lRAN HAI 
lllNG TRANl,OR"£0 INTO A HOOIRN ICONO"IC POWER. THI 
'UTURI LDOKIO IRIGHT 0 PROIPIRITY lllMIO AllURIO THROUGH 
MAPIOLY INCRIAllNG OIL RIVINUll 0 IY 18,I TH£R£ HAI 
IDLlO ACHllYIHENT, ALTHOUGH ICONOMIC ANO POLITCAL 
DIVILOP"INT CONTlNUID TO "OYI ON llPARATE TRACKI AT VIRY 
Dl''IRINT l'llOI. 

PROBLl"I ANO PR£11UREll 1871•71 0 THI NEW PROIPERITY 
DID NOT ENTIRELY "AIK THI 'ROBLl"I 'ROOUCIO IV THI CONCIN• 
TRATION 0, POLITICAL 'OMER AT THI APll 0, GOYIRN"INT ANO 
THE AllENCI Of 'OLITICAL INITITUTlONI THAT COULD DIAL 
WITH THI TRAUMA Of MOOIRNllATlONo "OIT PRO"lNINT A"ONG 
THI CAUlll Of OllSATil'ACTIDN HIRI POPULAR RlllNT"INT 
D' WHAT WAI llEN Al WIOll,RIAO CORRUPTION, HARIH Rl,Rll• 
llON, 10"£ 1N£PT1TUOI IN HIGH PLACll1 OllRIGARO 'OR THI 
DllP RELlllOUS 'IELINGI Of THI PO'ULATION, lMIALANCI 
dETWllN RIV£NUE8 AND IXPENlll1 IHDRTCO"lHGI IN PLANNING 
ANO CARRYING OUT A"llTIDUI 'ROJICTI, R111NG UNIHPLOY"INT 
IN THI ClTlll AS THI CONITRUCTIDN IOOH BEGAN TO IUlllDlr 
INIU,,ICllNT JO~ DPPDRTUNlTIEI 'OR IYIR LARilR NU"llRI 
Of GRADUATING STUDENTS, INIGUITAILI DllTRllUTIDN O' THE 
BENl,ITI D' D£V£LOPHINT, IACRl,ICI Of CIVILIAN PRDGRAHI 
'DR MILITARY PNODUCRHINT, AND A HIGH RATI O' lN,LATION 
THAT OUT6THIPP£D WAGI INCREAlll AND ,RUITRATID llPECTA• 
TIDNI ,OR A $TIADILY R111NG ITANDARD 0, LJVING 0 TH!ll 
GRllVANCEI AND THE AillHCI D, POLITICAL OUTLITI fOR 
AF,ICTlNG GOVERN"INT POLICY LID MOOIRATI llCULAR 
OPPOllTlON LiAD£NI TO MAKI COHMON CAUll WITH lllNl,lCANT 
fLEM!NTI Of TH£ HUILlH CLING~. 

ON RllPONIE TO INCREASING POLITICAL ,IRHINT AND 
CRITlCll" IN 1976 ANU 1877, THI GOYINNHINT IPDNIDRED 
CA"PAIGNI AGAINST CORRUPTION lN THE PUBLIC AND PRIVATE 
l~CTORI, RIDWGANlZED ITSILf TO CURI WAITI ANU PNOHDTE 
£F,1CliNCY, ANO GAVE AN O'fltlAL 'OLITJCAL PARTY A 
n 
•2au 
ANNOTU 
CLH 7U 

PAGE ;, 
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MESSAGE C£NTE 11 

12CZCMLl~•oct~~D~ c 0 N , l 0 E N T 1 A L 
11UI. T 

ACTION 
J3CI•) A801lSA(11) 

OUTR 

2~.~Jt 

SECT !05 OF ;<~11<0 

CJCSl(8~) CJCS(WI) OJICIOa) IJCS(e2> J~(W2) JJIJNC 

(153) 

JJINMCC UIC WEVw(dl) SECO£,(e7l SECD£,1 AIDtPA(•I> UlAI O]A(I~; 
NMlC 
CMC CC WA$HlNGTUN DC 
CSAF wA~HlN~lDN DC 
CND wASHINGTON DC 
CSA wASNlNGTUN UC 
'11.E 

TRAN8lT/817032D/IOl71341/IOllOllSTDRll78329 
0£ RUENCAA #i254 1171325 
ZNY CCCCC ZlH 
0 1711312 JA~ 79 
FM iECiTATE wA3HUC 
TO RUEMAM/AHlM~AiSY AMMAN IMMEDIATE 7177 
MUwMl!/AMEM~ASSY BEIRUT IMMEDIATE 0398 
~UIHEG/AMlMdASSY CAIRO IMMEDIATE 4279 
WUEHDM/AHEMBASSY UAMAICUS lMMEUIATt 2717 
~UEHJM/AMCONSul. JERUSALEM IMMEDIATE 8117 
HU~MHA/AMEM~ASSY JIDDA IMMEDIATE 7113 
~UEHTV/AMiM8ASSY TiL AVIV IMMEDIATE Wlil 
~U~MHR/AMlM~ASSY TEHRAN IMMEDIATE 9079 
~UYMAM/AMfM8A5SY MANAMA 3111 
~UDKIT/AMfMijAS~V RABAT 9•8~ · . 
~UQMNS/AMEM~ASSY iANA 1374 
~UYMTI/AM~MBAS~Y TMI~QLl 71•d 
~UOK~R/AMEMeASSY TUNlS 102~ 
~UWM2N/USMIS~lUN SINAI 7•5~ 
~UWMOH/AMCUN~UL UHAHRAN 2~~5 
~Ul'HliV/UliMll>:ilON GENEVA 1868 
~UWM~H/AMEMB4~~! KHARTOUM 0•7~ 
~UDTC/AMtM~ASEY ~ONDON bJi~ 
HUEHMO/AM~HbASSY MOSCOW ~5,3 
~UFHNA/USM!SSlC~ U5N4TO 2117 
~U,NPS/AMtMU~SSY PARIS 553~ 
~UFHHD/AM~M~ASS• HDM' •73~ 
~U~HOT/USMlStiIQ" USUN NE~ YORK 8134 

C 0 N , l 0 l N T l A L 
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MESSAGE ttNffH 

PAwE a c 0 N , I 0 I N T l A L 
HUQH~l/AMEM8AS$Y ·~u DHABI a•aa 
HU~HCR/USINT BA,HDAD 9093 
HUQMODIAMIMIAISY DOHA 1135 
NUWMKWIAMIMBAISY KUWAIT 531• 
RUFHOL/AMEMIAllY BONN 2383 
RUtKJCll IECDEF •AIHDC 27•1 
~UiKJCll JCI WASHOC 2319 
MUEAllAI CIA WAIMDC 212• 
RUlADWWI Nit WASHOC 1711 
IWEHIAIUUCA 
RUMNAAAIUIClNCtUR YAlHINGIN GI 
ZENIAMiMIAllY ALGlERI POUCH 
dT 
C 0 N F l D E N T l A L 

LIMIT!D OFFl~lAL US! liCTIDN 15 OF 18 ITATi 11121•115 

ClNCEUR FDR POLAD, TIL AVIV FON PA0 1 DILIYiR IY 8 A0 M0 

GREAYER MOLE WITHOUT INFRINGING ON ROYAL AUTHDM1TY 0 

MOV!I TO IMPROVE THI HUMAN RlGHTI llTUATIDN WINI DJRiCTID 
AT ELIMINATING TDRTUNI AND iXTRIMI PUNllHMINTI IN THI 
PRllONI AND AMNilTYlNG PDLlTlCAL PRllDNIRI MATHIR THAN 
AT EITABLllHING Nlw POLITICAL INITlTUTlDNlo THI 
GDV!MNMINT'I MEAIURll EYINTUALLY lNCLUDIO INCDUNAllMINT 
OF "CONITMUCTIYE CMITlCllM" TD PMOMOTI ClTlZIN 
PARTICIPATION IN GOVIRNMINT1 Al WILL Al IFFOMTI TD ILOW 
UDWN THE RAPID NATI OF ICONOMIC GROWTH THAT HAD CAUllt 
IEYERI DllLOCATIDNI lN THI IOCllTY, THiii CHANliS 1 
HOWEVER, DID NOT IATllFY THI DEMANDS OF LANGI NUMllRI OF 
lRANIANI FDR A MORI OPEN PDLlTlCAL IYITIM, 

BY THI tND OF 1877 1 IRANIAN AND FOREIGN OlllRYIRS SAW 
THiil MDVII Al THI FIRIT REIULTI OF THI OFFICIAL POLICY 
OF LJliRALlZJNG JRANIAN PDLlTlCAL Ll'I THAT HAD ITARTIO JN 
1971, THOS! ITiPI, HDWlVIR, DID NOT YiT lNCLUDt MOVIMINT 
TOWARD BAIJC POLITICAL CHANGl 0 

•Y iARLY 1878, WlDilPRIAD DllRUPTlONI HAD llGUN ANO 

SYH,ATHY WAI SHOWN BY ITUOiNT DIMONITRATlONI ABROAO, 
•Y MID•YIAR lT WAI CLIAR THAT • Nlw POLITICAL DYNAMIC 
WAI iMiRGlNG. RiLJGlOUI FIGURll TOOK THI LIAD 

PAii!: I C 0 N ' l D I N T l A L Hllllll 
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MESSAGE CENTlR 

PAGE 3 C 0 N F l 0 E N T l A L 
IN EAPRlSS1~G Crf U~lTIU~ TO THE GOVEHNMENT, THt 5HAH 
~U~LlCLY STAffD H~S INTENTION TO PUNSUE LidEHALlZATlO~, 
L00~1NG TOHAHO ~k~f ELtCTJONS. ~y LATE AUGUST, HOWf~tH, 
lT •AS APPAHENT THAT TMf GOVERNMENT HAO UNDEREITlMATfD 
THE DEPTH UF 01SSAT1$FACTION. A NEW GOVEMNMENT NA5 
INSTALLED AT THAT TIM! WHICH PHOHIIEO ,REEOOM OF 
ACTIVITY FOR LEGITIMATE POLITICAL PAHTlEle A FEW 
OAY& LATER IT ~A~ FORCED TO DECLARE MARTIAL LA• lN 
TEHRAN AND ELEVEN OTH~R CITIES IN RESPON•E TO MASSIVE 
DEHONSThATlONS. ay THE tND u' OCTOiER, STNIKES AND 
DISOHOER~ HAD BECOME WIU~SPREAO, OIL PRODUCTION HAD 
DROPPED DRAMATICALLY, AND THE GOVEHNHENT APPAHATUe WAS 
CEASING TO FUNCTION, WITH MASSIVE RIOTING lN EAHLY 
NOVEHBEH, THE CHISlS HAO afCOME FULLSLOWN ANO A 
MlLlTAMY GOVtkNMtNT WAS INtiTALLEU, 

TOUAY. THE SITUATION lN IHAN AS WE IEE IT AT TMII 
~OHENT CONSIST& 0, THE fOLLO~ING ELEHENTSI WlDEIPHEAD 
STRIKES ANU UEMUNSTRATlONS HAVE iRUUGHT THE IRANIAN 
~CDNDHY TO A NEAM HALT, MANY PEOPLE, AT LEAST lN THE 
~AlN ClTitl, Akt NOT WONKING ANO ARE au,,ERING IHOMTAGES 
OF KEY COHHODITI<S. THt ~AN~lNG IYITEH HAI NOT dEEN 
FUNCTIONING ANU ~ETkOLEUM PHOOUCTION DOES NOT HlET 
CUHt$TIC NEEUS. ACTIVIST NELlGJDUI ~EAOERI ANO HANY 
MEMBERb O~ THE PULlTlCAL OPPOS!flON HAVE BEEN PHEISING 
FOH THE SHAH'S IMMEOlATt UtPARTUNE FNOH IRAN OR FOM HJI 
ABDICATIUN, THE SHA~ HAS ~EFT IMAN ON VACATION, A 
~!P~ESENTATivc N~GENCY CUUNClL HAI BEEN NAHEO TD PERFOMM 
!Ti CON~TITUllONAL FUNCTlONS !N THE ABSENCE Df THE IHAH 0 

Pk1HE M!NIST~k BAKHTlAH 1 ~ Ntw GOVERNMENT FACEI THl TAIKS 
OF HESTON!N~ NO~MA~ L:F~ IN THE COUNTRY ANO HECONCILING 
POLITICAL tL~MtNTS T~~T HAVt OPPOSED EACH OTHER, 

IN SHO~T, lRAN MA~ BEEH T~HUUGH A UECAOE ANU A HALf Of 
MAPlO GRU•tH A~D ~UCIA~ LRANGE ~HILt HER ~OLlTICAL 
IN~TlTUTlONS H~•E NO: cUU~VtU COHMENIUHATELYo THE PtOPLt 
MO~T AF~f~T~D ij~ CHANGi 4Rt NO~ DEMANDING A ~REAT[H 
MO~E lN ~ETl~"IN~N6 lHAN'S fUTU~E BUT MAVl NOT YET 
FOUNO D"DfWL~ •A~S OF ~XPREb~lN& THElH VlEWi ON lRANlS 
dT 
#2211• 
ANNOH.S 
Cl.11 725 
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JOfHT CHIHSOI SfAH 

~t~SACi( CENHH 

•LC2CMLT24~CEH~;4 c u N f 1 u EN T.1 A~ 
l'IULT 

ACTlON 
JJC14) ASOIISA(10) 

illliTR 

zvuw 

CJCSt(02) CJCSC~1) DJSC0J) IJCS(l2) JO(i2) JJIJNC 
JJINMCC OIC HEVWldl) iECDE,(17) IECO!fl AIOIPA(ll) DIAi OlA(1~: 

(16:);)) 

NMlC 
CMC CC ~ASHlNGTON DC 
CIAf "ASHlNGTON DC 
CNO WASHINGTON DC 
CSA WASHINGTON DC 
FlLE 

TRAN81Tl0170J28/017m342/~00fl4TOR8170330 
Of RUEHCAA •22~4 0170326 
ZNY CCtCC ZZr1 
0 1710:J7Z JAN 7Y 
FH SEC&lATE WASHUC 
TO RUEHAM/AMEM~A~SY AMMAN IMl'lfOlATf 7071 
~U~M8f/AMEMBASSY BEJRUT IMM£01AT£ 6:J97 
~UfHEG/Al'IEMBA~SY CAINO lMMEDlATE 4211 
~UEHOM/AMEM~AS~Y DAMASCUS IMMEDIATE 2761 
~UEHJM/AHCONSU~ JEHUSALEM ll'IMEOIATE 9lbl 
~UwMkA/Al'IEMijAS~Y JIDDA lMHEOIATE 7114 
MUEHTV/AMEM~AS$/ TEL AVlV IMMfOIATE 9192 
~UWHHN/AHEM~ASSY T~HRAN IMMtUlATE 9581 
~UWMAH/4MEM84SSY MANAMA )B89 
MUDK~T/AHEMBASSY RABAT 9~84 
RUQHNS/AHEMSASS~ SANA 1~75 
HUWHT1/AHEM8ASSY T~l~O~l 71•1 
"UDKKR/AHEH6A&S1 TUNIS e~ai 
HUwMZN/USMlS~lu~ SINAI 7e~~ 
MUQMOH/AMCONSW~ UHAHHAN 225b 
RUFHGV/USHlSbION ~ENEVA 1178 
HUWHKll/AHEMBASSY KHARTOUM •Bra 
HUOTC/AHEMSASS~ ~ONOON 6~~5 
~UEHM0/AMEM8ASSY MOSCO~ 5854 
HUFHNA/USH!S~ION U&NATU a11e 
HUfNPS/AMEHSASSY PARlS 05~7 
HUfHHO/AMEH"AS&Y RUH[ 47~2 
RUEHUT/USMlSSlON USUN N!W YUHK 5l:J5 

PAii' C 0 N F l D E N T 1 A L 
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MESSAGE CENTER 

PA'I 2 C 0 N F I 0 E N T I A L 
HUG"BllA"IMSA8$Y ABU DHABI 2•36 
MUIHCR/UllNT 8AiHOAO 9591 
RUGMDD/A"l"SASSY DOHA 8139 
RUQMKW/A"l"BAllY KUWAIT 5315 
HU,HDL/A"IMBAllY BONN 2314 
RUIKJCll llCDEF NAIHOC 27•l 
RUIKJCI/ JCI NAIHDC 239~ 
NUIAlIAI CIA wAIHDC 2127 
RUIADWW/ NIC NAIHDC l754 
RUIHJA/UUCA 
RUINAAAIUICINCEUH YAIHlN&EN &E 
ZIN/AMEMIAISY AL&llRI POUCH 
IT 
C D N ' l D t N T l A L 

Ll"lTED o,,ICIAL UIE llCTlON 18 0' 19 ITATI ll221•1•~ 

ClNCIUR 'DR POLAD, TIL AYlY ,OR PAO, DILIYIR IY 9 A•"• 

,UTUhE COUNSI ANO IHAPlNG THllR OWN UllTlNY, 

wHY AN lXPLD-ION1 WITH HlNDllGHT, THE ITDRY APPIANI 
DECIPTJVELY CLEAR AND SIMPLE, BUT JT II NOT 10 IIMPLt, 

IOME ANALYITI BOTH JN AND OUT D, GOYtRNMiNT HAYE POINTED 
OYIH THE YlARI TD YARlOUI PDINTI D' WIAKNlll JN THE 
IRANIAN ICONOMIC1 IDClAL, .AND POLITICAL IYITl"I• BY 
MlD•l8791 JUST Al THI LIADIRIHl~ IN IRAN llGAN TD MEACT 
TD GRDwlN& DlSCONTlNT, ANALYITI IN WAIHJNGTON WINE POINT• 
lNi OUT THAT IMAN'I RAPID ICDNDMIC GHDHTH HAO NOT PRODUCED 
POLITICAL PAMTJClPATlDN TD "ATCH AND THAT THI GDYERNMINT 
WOULD ,IND IT NIClllARY TO SHARI POLITICAL POWER MORI 
IRQADLYo 

llNCI l970 A NUMblR D' DIYELUPMINTI HAYE RilN,ORCED 
EACH DTHEM TO DEEPEN EXllTING DJllATIIFACTlDNI AND TO 
'ACCILEHATI THE CMIUI IN UNPRt:OJCUllL! WAYI, , IDME D' 
THOll I81Ui8 HEHi ITl"ULATiD ~y THE YER¥ IUCClll 0, THE 
ECONOMIC MODiMNllATlDN lTliLF, AN ECONOMIC DgMNTURN WITH 
IHARPLY INCRiAIEU UNiMPLOY"tNT AND JN,LATlDN ADDID TO 
DllCONTENT Al HiLL Al TO A POOL U' UNEMPLDYID WHO ND 
LONGiR HAD A ITAKI IN iXIITJNG !CDND"IC ACTIVITY, WHILE 
THI IRANIAN &DYiRNHENT WAI TAKING CERTAIN ITEPI TO ALLON 

PAGI 2 C 0 N , l D ! N T I A ~ 
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IJF.P/\RTMENT OF l>EFl<:NSf. 
JOINT CUil fS Of STAff 

MtS.<;A(il: Ct:NHH 

P•~t 3 ~ 0 N f I P [ N T I A L 
FwttH EXPH!5SlQN U, C~ITlCISM ANU TO IMPROVE IT& 
e~K~OHMANCE lN ASSVRlN~ HUMAN HlGHTS, b&SlC GRltVANCtS 
KtMAlNEO, IN THlS CONTtXT1 MASSIVE ANTI•GOYERNHtNT 
OEHONITHAllONS ~~O!E8TlNG AS~ECTI Uf THE SHAH'S PROGkAM 
TOOK PLACE lN ~4HLY 1~78, THt btGlNNING OF THE CYCLE OF 
ACTION ANU CUUNTtHACTION THAT HA8 CHARACTEHIZEO THt 
IRANIAN SCENE bl~CE THEN• 

THE ISSUES AHtAO, THE MAIN l~SUE fOH THE lHANJAN GDVEHN• 
HENT II TD E~O THE ~LDOOSHED AND RESTORE OHDER ID A 
NEK NATIONAL CON~tNIUS CAN b~ fDRGiD ON HOH IRAN SHOULD 
HE GOYEHNEO ANO NHAT ITI PHIUH1Tlt8 AT HOME AND AbROAD 
~HOULD 6E, THE IMMEDIATE CHALLENGE 11 FOR THE REGENCY 
COUNCIL ANO THt Nt• CIVILIAN GOVERNMENT TO WIN ENOUGH 
POPULAR oUPPOKT ~a THAT THt VIOLENCE CAN ~t lNDEO AND 
NO"MAL tCDNOMlC AC!lVITY CAN dt KEiTURED. IN ADDITION 
TO ENOlNG THt SU~fERlN~ WHl~N PEOPLE HAVE tXPtRIENCED 
IN RECENT HON1H~, IT lb ES$tNTlAL TO CKEATE AN 
lNYlNONHENT fO~ "ATfONAL DELI8ERATlONS ON A LDNG•Ttk" 
PD~JTICAL SO~UTlUN fOR lHAN'~ ~HO&LlM6 0 

IN A COUNT"V ~S CUHPLtX AS :hAN QUlC~ SO~UTIONI AHE NUT 
ro 8E tXPECTtO. lN A CDUNTHY •HICH MAi SUFFiRiD SU MUCH 
;IUL,NCE, THtNE •ILL df NO PAINLE&S ANSWERS. DDMEeTIC 
~tAC~ ANO PROBAdLV CONIIDtHA&L~ TIME WILL bl NEEDED ,DH 
:rt' IRANIAN PEOPLE TO WON~ OUT A NEW CONSENSUS ON THEIH 
~OLITICAL fuTuRE, 11 18 1MPUHTANT THAT THIS PROCE&a 8E 
O~UEkLY, wE OAN~UT ~MtUlCT wHAT DIRECTlON IRAN WILL 
CHOOSE,, ~UT IRANIANS ALONE ~W~T MA~t THE O£Cl11DN. 

~t~lONAL !H~LlCATIONSI 

!He;. wUES!lUN 11osr f~t.•IUtNH.Y PtJSEO AbOUT Tt!lt lHl'LlCATION;. 
OF THE tUMH~Nl CHlSlS lN IRA~ !51 00 ME Sfl THE 
lN~TA~lLlTY ~N !RA~ ALUN' •lT~ ktCtNT OEvELDPHiNT~ IN 
AFijHANt~TAN, NO~lH ANO ~OUTH 1EMEN, TH~ HUHN Of AfMlCA 
Ab PlECES IN A PATTERN OF lN~TAHILlTV H~ICH wlL~ C"ANGE 
THE POLlTlCAL DRlfNTATIO" UF THE 'TNATEGIC H10UL£ E~l,1 

~T 

#UI>~ 
ANNOH:ll 
CLK 1U 

C 0 N t 1 D £ N T l A L llillllOlflll 
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ACTION 
'jao•l AliDllSA(lll) 

QUTH 

2JUU 
liCT ~7 Of 23UR6 

M1-1a11 
CJCSl(IJ2) CJCS(il) DJl(83) IJCi(l2) Jl(12) JllJHC 
J31NHCC OIC HEV•t~I) IECDE,(87) IECDE'I AIDIPA(ll) DIAi DIAtl-Ul 
NMIC 

(801) 

CMC CC •AIHlNwTON DC 
CIAF •A&HINGTON DC 
CNO WAl"lNGTON DC 
CIA WASHINGTON DC 
'1L.E 

TRAN8IT/1178JJ8/Hl71J43/18111JTDRll71J32 
OE RUEHCAA •2254 1171331 
ZNY CCCCC UH 
0 1711937Z JAN 79 IMMEDIATE 
'" IECITATE •ASHDC 
TO NUEHAM/AMEMBAaSY AMMAN IMMEDIATE 7978 
RUWMBE/AMEMBAISY BEIMUT lMMEDlATI 1381 
~UEHEG/AMEMBASSY CAIRO IMMEDIATE 4ill 
RU~"DM/AMEM8ASSY DAMAICUI JMMIOlATI 8718 
~UEHJM/AMCONBUL. JEHUIALEM IMMEDlATI 1118 
RUWMHA/AHEMBAS&Y JIDDA IMMEDIATE 7111 
~Uf"TV/AMEMBAl&Y TEL. AVIV lMMlDIATI 8181 
RU~MHR/AHE"8AS8Y TEHRAN IMMEDIATE 8111 
RUQMAM/AMEN8ASSY MANAMA 3881 
RUDKDT/AMtMBAISY RABAT 8111 
RUQHNS/AHEHBA88Y &ANA 1378 
~UWMTl/AHE"HASSY THlPOL.l 7112 
HUOKKR/AME"BASSY TUNIS 1oaa 
RUWHZN/USH18110N SINAI 7181 
RUWHDH/AMCDNSUL. DHAHRAN aa57 
RU~H,V/USMISoION GiN£VA 1171 
MUQMKM/AMEMBASSY KHARTOUM 1177 
RUUTC/AM~MBASSY L.DNDON 1387 
MUE"MO/AMEH8A&SY MOSCOW 55&5 
"U'HNA/UoMl8SIDN UINATO 2118 
RU,NP8/AMEM8AS&Y PARll 1531 
MUfHkO/AMEH~AISY "O"E ,f711 
~UiHUT/U&MlSSION UIUN NEW YDHK 8135 
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iPARTMENT OF DEH'.NSE 
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llllSSALiE tl:NHH 

PAGE a C 0 N F l D I N T l A L 
HUWMDI/AMlHBAS&Y ABU DHABI 2•37 
HU~HCR/USINT BAGHDAD 909~ 
HUWMDD/AMEHBAISY DOHA 8137 
~UwMKNIAHEM8ASSY KUWAIT 0308 
~UFHDL/AMEMBASSY BONN a310 
~UtKJCS/ SECDEF NAIHOC a1•a 
HUEKJCS/ JCS WAIHOC 23i1 
~UEAlIAI CIA WAIHOC aeae 
~UiADWW/ NSC WASHDC 1755 
HUliHIA/UlllCA 
HUSNAAA/USCINCEUH YAlHINGEN Gt 
ZEN/AMEMBASSY ALGIERI PDUCH 
liT 
C U N F 1 0 t N T l A L 

LIMITED OFFICIAL UIE SECTION 17 0' 19 ITATI 11aa1•117 

CI~CEUR FOR PDLAO, TEL AVIV 'DR 'AD, DILlYIR IY 9 A,H, 

FDUH PDINTI NiED TD IE ITATEOI 

Fl~ST, WE , OF COURSE, RECDGNlZI THAT ,UNDAHENTAL CHANGll 
ARE TAKING PLACE ACRDSI THJI ARIA O' HllTIRN AIJA ANO 
NDHTMEASTIRN AFRJCA••ECDNDHlC HDOIRNJZATION1 .IDClAL 
CHANGE, A REVIVAL OF RELIGION, RllURGINT NATlONALllM, 
DEMANDS ,DR BROADER PD,ULAR ,AMTICl,ATION IN THI 
POLITICAL PROCEii, THiii CHANGll ARE GINIRATID BY ,DRCll 
WITHIN EACH COUNTRY, WE HUIT 01,,IRENTIATE ilTlllN THIM 
ANO HElllT THI IMPULSE TD OViRllMPLI,Y, ICONOMlC, IOCJAL, 
ANU POLITICAL DEVELOPMENT ARE COHPLIX 'ROClllll WHICH WE 
STILL DU NOT FULLY UNOERITANO, OUR POLICY IN THI 'UTURE 
AS IN THE PAST ~~ Y!ARI WILL 81 TO WORK Al WI CAN WITH 
THE COUNTNIES UND!RGOING THISE CHANGEI TO HELP THIM 'IND 
CONSTRUCTIVE SOLUTlONI AND TO EHIRGI 'ROM 'lRIODI 0' 
CHANGE wITH Nlw STABILITY, AS ~ONG Al THiii NATIONI 
ARE 'ENUINELY INDEPENDENT ANO FREE TD PURIUI THllR OWN 
POLlCliS WITHOUT INTIMIDATION, THIS WILL CONT~llUTE TO 
THt KIND O' WORLD WHICH JI THE GOAL 0, THI UNITED 
»TATU, 

~~co~o. lN&TA81LITY lN ANY COUNTRY IN A ITRATIGIC AREA 
8ECOME5 A ,ACTON lN GLOIAL POLJTlC8, WI ARI IN CLOll 
TOUCH WITH OUR FHIENOI ANO A~LIEI IN THE MIDDLE EAIT 

C 0 N ' l 0 I N T I A L Hllllll 
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~Ayf 3 C 0 N F l D E N T I A L 
AN~ tLSEwHtRE ANU SHAHt THt1H CONCERN THAT THE IULUTION 
~F THE PHO~LtMb IN lHAN NOT INCREASE THf DANwER TO THElk 
OWN lNDEPENDtNCt. wE WILL CDNTINUE TO wORK WITH ALL 
OF THEM TO MINIMIZE THAT OANw!H 0 Wf WlLL CDNTlNUf TO 
MA~t CLtAH OUR Vltw THAT WE SHARE WlTH THEM THE OiJEC• 
TIVES OF ASSUkl~G THE STAHlLlTY, THE StCURlTY, AND THE 
~ATlONAL INDEPE~UENCE Of EACH NATION IN THE AREA. Wl 
8ELIEVE UUH COMMON PUk~O~E WILL PROVIDE THE ~All$ FOR 
FUHTHER CLOSE COOPERATION. 

THlwO, Ou~ POSITION IN THlb STHATiGlCALLY IMPOHTANT AREA 
~ILL RtMAlN aTRDNG OVEH THt LONG RUN AS LONG AS MOST OF 
THE COUNTHltb THtHE AHE ALLDwEO TO PUMSUE THEIR OwN 
PATHS TO UtVtLOPMENT ANU PHOGHESI FREE FROM OUTSIDE 
lNTEHFtHtNCE, UUH HESPECT ,OR OlYERSITV ANO 'LUHALlSH, 

OUH tNCOUHAGEMENT OF HUMAN ~HEEOOMS ANO LI~ERTIE~, THE 
APPtAL OF wE~TtH~ ECONOMIC AND TECHNOLOGICAL STRENGTH, 
ANU OUH OE01CATIUN TO DEMOCRATIC PRlNClPLll ALL EVOKE 
4 ~THONb RtSONANCE AHDNG THE PEOPLES ANO NATlONI THROUGH• 
OUT THE AREA, THEY A~&O KNOW THAT wE ARE PREPARED TO 
SUPPOHT THEIH OWN ~FFOHTS TD ITRENGTHEN THilH UEffNllVE 
CAPA~ILITllS WITHOUT SEEKING A SPECIAL POIITlDN FON 
OUN&ELVtb THAT THEY 00 NOT WANT. 

FOUNTH, THE ~HAN~ES wE ANf wlTNESIING ACHOll THIS AAEA 
OF "~STENN A~lA AND NOHTHEAITENN A'RlCA CONTAIN THE SEE~I 
OF PwObNfSS AS w~LL AS THt CAUSIS U, CR1Sllo IOME PAHTS 
OF THIS AH~~ ANt AMONG THl 'ASTEST GWOWlNG AND REIDUKCE• 
HlCH NATIUNS OF THE WONLU 0 SOME AHE AMONG TH! MOIT 
TRADlTlUNA~ AND THl POUHE'T• THE CHALLENGE W! ANO OUR 
FNlfNP& FACl IS HO• ro SEIZE THE OPPORTUNITY TD CHANNEL 
CHAN~f lOwAkU CONST~UCTlVt NtlULTS •• NOT IIMPLV TO 
~EACT TU IT AS AN UN"~~COM& SOURCE OF lNITAllLlTY ANO 
CONF~ICT, :N SAYING THIS, Wl UO NOT MINIMIZE THE UANGEHS 
FOH AM~NICAN INTtHtSJS, dUT WE WANT ALSO TO KEEP DUR 
Sl~HTS ON WHAT ~ILL d~ THE lNT~REITS Of THE PEOPLE IN 
THU AN~A • 

llT 
•2:Zll• 
A"INOTE~ 
C~H 725 

NNOIN 
17i134.SZ 
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llllESSAGECENIEll 

'''LCMLT2blOStH/M C 0 NF I 0 t NT I AL 
•u"T 

ACT l UN 
JJ(14J ASOl1SA(l0) 

uloTk 

lYU~ 
O!JY45 

SECT •8 OF 23w2o 

CJCSI (02) CJCS(IOI) LlJ:i(I03) l>JCS(02) J!ICll2) J31JHC 
J31NMCC OIC HEV~CIOl) StCOEF(17) SttOEFI A501PA(I01) UlAl DlA(l~) 
NMIC 

(oil J) 

CMC CC wASMINGTON UC 
C:iAf wlSMIN~TON DC 
CNO WASHINGTON uC 
CSA WASHIN~lUN uC 
flLf. 

l•A•SIT/~170J311~170344/~010ll3TOH017I0333 
JI •Ut'1CU -~2~4 lll17f63Jl 
IHI CCCCC lZM 
• lllll037Z JAN 7Y 
'" ~tCSTATE ~ASMUC 
10 •Ut.HAM/AMtH~ASSY AMMAN lMHtUlATE 7060 
•U"Mbt/AMEMbASSY bEIHUT lMMEUIAT£ ~399 
.,ltHEGOM!::MllA~Sl CAlHO lMMEOlATf 428a 
.,ILHUM/Ar1~MbASSY DAMASCUS IMMEOUT£ 27711 
•.1tHJM/A~CUN~UL JEHUSA~EM lMHEUlATE ~lb0 
«1wMHA/AMtM8AS~Y JIDDA lMMt.DlATE 711~ 
•utnTV/AM~H~ASSY Tf~ AVIV IMMtDIATE ~894 
•U"M~N/AMtM~ASSY TEHHAN lMMEOIATt 9~112 
'""MAM/AMLMbA~SY MANAMA 3~~1 
•»JK~TJAMLMl!llSH HA8AT llfilllCI 
ov;HNS/AMtMbA~SY SANA 1377 
•<1.iMTI/AMLMIH~SY TIHPOl.l 7111~ 
•vUKKH/AMfMHAS&Y TUNIS lilb2J 
<u"MLN/USMlS~lON SlNAl 78ti2 
• 1"MUH/AMCUN~UL UHAHHAN 22~8 
•u'H~V/USM1S~IDN GENEVA 1872 
•u•MKM/AMLMSASSY KHAHTUUM 1i1878 
•·1vTC/AMLHt1A:ISY ~llNOON 03~8 
•utHMUIAMLM~AS~l ~oscow ~~~o 
••1,Hi;A/U:.M15~10"1 U:tNATU 210llO 
'"'NPS/AMtMllASSY PANIS ~~3~ 
•u'H~O/AMLMllASSY W0Mt •73• 
•Jt~DT/U~MlSSlUN USUN Ntw YUNK 6137 

~ 0 N , l 0 E N T I A L 111e11111u1 
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PA~f 2 C 0 N F l 0 f N T l A L 
"UW"8l/AH~"8ASSY ABU OHA8l 2438 
"UEHCR/USlNT BAGHDAD 9596 
NUwMDD/AMEM8ASSY DOHA ¥03B 
~UwMKW/AM!M8ASSY KUwAlT 5357 
RUFHDL/AMEM8AS8Y BONN 2311 
RUEKJCI/ SECUEF wAIHUC 2743 
NUEKJCI/ JCS wASHDC 2392 
~UEAII~/ CIA wASHOC 2029. 
RUEADloi'/ N8C WASHDC i7150 
RUEHlA/Ull.ICA 
RU$NAAAIU8CINCEUM VA1H1NGEN ijf 
ZEN/AMEM8A81Y ALGIERS POUCH 
8T 
C U N F 1 U ~ N T I A L 

LIMITED OFFICIAL U8£ SECTION 08 OF eu STATE ~i2254/18 

CINCEUH FON POLAD, TEL AVIV FOR PAO, DELIVER BY 9 A,M, 

11 0 11, POL.ICY! 

u.~. PULICY lOwAWO IRAN HAS BEEN BASED ON THREE CONSIS• 
TENT PRINCIPLES A8 EVENTS THERE HAVE EVOL.VED OVER THE 
PAST SEVERAL MONTH81 

lo wE HAVE WEPEATEDLY MADE IT CL.EAR THAT DECISIONS 
AFFECTING THE FUTURE OF IRAN AND THE RELATIONSHIP BETWEEN 
THE IRANIAN PEOPLE AND THEIR GOVERNMENT ARE DECISION& 
WHICH MUST SE MADE IN IRAN IY lRANIANI, WE SEEK NO ROLE 
IN DECIDING THOSE QUESTION&, ANO WE CONIIDEH ANY 
EXTERNAL INFLUENCE IMPROPER, 

a, THE u,5, GOVERNMENT HAI WOHKED WITHIN THE lNITITU• 
TIONAL fRAMEwOHK OF IRAN UNDER IT 8 CONSTITUTION WITH 
TH~ DULY ESTASLlSHED AUTHDRITIEI OF IRAN Al SPECI'IED 
IN THE IRANIAN CONSTITUTION, THERE ARE CONITITUTIDNAL. 
PROVISIONS ,UR CHANGE, AND WE SUPPORT THE DECISIONS OF 
THE IRANIAN fiOVfHNHENT WHEREVER AND HOWIVER WE CAN 
APPROPRIATELY 8E HELPFUL, 

~. WE HAVE SUPPORTED IRAN'S INDEPENDENCE, Wl HAVE 
TA~EN THE POSITION THAT NO OUTIIDE POWER IHOULD EXPLUIT 
INSTABILITY IN IRAN••DR ANY OTHER COUNTRY••'OR ITI O~N 

PAfiE 2 C 0 N F I 0 I N T I A L 
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M)llT CHIEFS Of STAFF 

MESSAGE CEITH 

~AijE ~ C 0 N ' l D £ N T l A L 
ADVANTAGE, THE OVERRIDING AMERICAN DBJICT1Y£ 'DR lRAN II 

SIMPLY THAT IT SHOULD HAVE THE 'RIEDOM TO WDRK DUT lTI 
OMN 'UTUNE 'NEE 'RDM SUCH lNTER,iRENCE, 

THESE PNINClPLES HAVE ~EEN APPLIED CDNlllTENTLY THROUGHOUT 
THE LAIT YEAR Of TURMOIL JN IRAN, AND THEY WILL CONTINUE 
TO ~E OUR GUIDELINES IN THE 'UTURI, 

~ITHIN THE GENERAL CQNTEKT 0, THDIE PRINCIPLES WE HAYI 
PURSUED THEIE KEY DIJECTIVESI 

'lRIT1 WE HOPE TO IEE THE END 0' BLDODIHiD 1 10 THE PEOPLE 
OF IRAN CAN RETUHN TO NORMAL LlPE, ONLY IN IUCH ClRCUM• 
STANCEI CAN THERE SE RATIONAL OllCUlllON DP A POLITICAL 
IOLUTlON TD lRAN 1 S CURRENT PROSLEMI WHICH WILL RilTONE 
STA8IL1TY THERE. WE WILL ENCDURAGI ALL PARTlll TD IEEK 
POLlllCAL ENUI 8Y PiACifUL MiANI, 

llCOND1 WE WANT TD MAINTAIN A CLDIE AND PRlENOLY RILAT10N• 
SHIP wITH AN 1NOEPENOENT1 STA8Ll1 ANO llCURE IRAN, WI 
dELlEYE THE INTERESTI OP IRAN ANO QP THE UNITED ITATil 
ARE CLOSELY lNTEHTW1NE01 AND WE IEIK AN ENVIRONMENT 0, 
HUrUAL RESPECT ANO PQSlTlYE COOPlRATlON, WE 8lL1lYl 
THIS WlLL iEHVE THE lNT£R£8TS DP lHAN1 OF THE UNlTID 
STATEI AND Of THE FREE WORLD, 

THlNDr •E iE~~ ~ STASLE AND PROIPEROUI IRAN WHICH CAN 
PLAY 1T8 RIGHTFUL ROLE IN THE RlGlON AND THi 1NTlRNAT10NAL 
COMMUNITY. wE ARE PREPAHtU TO HEL' lRAN••DN TH£ T£CHN1CAL 
LEVEL, ON THt GDYlRNHENTAL LEVEL AND ON THE 
~lPLOMATlC LEYEL••TO RESTORE lTI PRDDUCTIVlTY AND TO 
~EYAlN THE INTERNATIONAL CONPIDENCE IT HAI lARNlO DYER 
TH~ PAST DECADE. THE HEIUHPTION OP MAJDN OIL iKPORTI 
olLL St lMPOkTANT BOTH TO THE ECONOMY OF IRAN AND TD THI 
ECONOMY D~ THE wUHLD, 

•E SELlEVE THAT THlSE DBJiCTIVtS SERVI NOT ONLY THE 
lNTEWESTS Uf DUH OWN COUNTRY SUT ALIO THE lNTEREITS OF 
dT 
•2254 
ANl'jOTES 
CLH 725 

PA!iE 3 
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ACTION 

DEPARTMENT OF DEfo'ENS•~ 
JOINT CHIEFS OF STAFF 

MISSAGE CENTER 

CD N' l DINT I A·L ZYUN 

Jl(l4) AIDlllA(ll) 
DliTR 

UllU 
llCT ta O' 111111 

CJCl1tl2) CJCl(ll) DJICll) IJCICl2) Jltll) JllJRC 
JllNMCC DIC R£VMtllJ llCDi,(17J llCDl'I AIDIPA(tl) DIAi DlA(11J 
NMJC 

(151) 

CMC CC wABHlNGTDN DC 
CIAF WASHJNGTDN DC 
CND MAIHlNGTDN DC 
CIA WAIHJNGTDN DC 
fJLE 

TRANIJT/ll78aaa11l71~4D/1111lRTDRll71111 
DE RUIHCAA #2254 1111111 
ZNY CCCCC ZZH 
0 1718171 JAN 711 
'" llCBTAT£ WAIHDC 
TO RUIHAM/AHEMBA81Y AMMAN JMHIDlATI 7111 
RUQMlllAHIM8AllY 8£JHUT JHHIDJATl 1411 
MUlHIG/AHIMBA&IY CAIRO lMHIDJATI 4111 
RUIHDH/AMIMB48SY DAMAICUI JHMIDJATI 2771 
MUIHJM/AHCONSUL J£HUIAL£M JHHIDlATI 11111 
RUQMNA/AMEMBAl&Y JIDDA lMMlDlAT! 7117 
RUIHTV/AMEMBAS&Y TIL AVIV JMMl01AT£ 111111 
RUQMHM/AMEMBASSY TIHRAN JMHIDIATI 11111 
RUQMAM/AMIM8A5&Y MANAMA 11111 
RUDKBTIAMEHBAl&Y RABAT ~117 
RUQMNl/AMiMBASSY SANA 1171 
RUWMTl/AHiHBASSY THlPOLl 7114 
RUOKKR/AHEHBASSY TUNll 1114 
RUWMZN/UIMJS&lON SJNAl 7111 
RUQMDH/AMCONSUL DHAH"AN 21511 
MU,HGV/U&MISSlON G£NIVA 1171 
RUWMKM/AMiMBASSY KHAHTDUM 1179 
RUOTC/AME"~A&&y LONDON 1399 
RUiMMO/AMiMBAllY MOICOW 5557 
MU,HNA/UIMlSllON UINATO 2121 
RU,NPl/AMIM8ASIY PARll 5141 
RUfHHOIAMIMSAISY ROME 4735 
RUEM~T/UIHllllON UiUN NiW YORK 1118 

PAlii C D N , J D I N T J A L 
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.PARTMENT OF DEFENSE 
JOINT CHllfS OF STAFF 

MESSAGE CEITER 

~AGE a C 0 N ' l D I N T l A L 
~UWM8I/AHEM8A51Y AdU OHAlll a•ll 
~UEHCN/UllNT dAGHOAO 8817 
~UWMOOIAHEH8AISY DOHA 8111 
MU~MKw/AHEH8ASIY KUWAIT 8188 
~UFHOL/AHEHBASSY BONN 2187 
NUEKJCI/ SICUE, WAIHDC R7•• 
~UE~JCll JCS wASHOC 2311 
MUIAlIA/ CIA WAIHDC a~a• 
HUEADWWI NSC WAllHDC 1787 
~UEHlAIUSlCA 
NUllNAAA/UIClNCEUH VAIHINGEN GE 
ZENIAHEH8AllY ALGIERS POUCH 
dT 
C U N , l D E N T I A L 

LlHlTED u''lClAL UIE ,lNAL IECTION D, ., IT•TI 112a1•111 

ClNCEUN ,ON PDLAD, TEL AVlY PON PAO, DELlVIR IY I A0 H0 

THE IRANIAN PEOPLE. WE BELliVj THIY OP,IR A PRACTICAL 
8A~ll FON CDDPENATION 8 

WHAT LUii AHUDT 

INAN 11 lN THE HlDIT OF A HAJOR IDClAL CRIIIl 0 WI HAVI 
NO lLLUllONI THAT THIS PROClll WILL IE RilOLVID EAllLY1 
ANU IT WUULD SENYE NO PURPDll FDR UI TD IPICULATI ON 
FUTURE TWllTll AND TURNI D' IVINTl 0 

TH~ AHEMlCAN PEOPLE AND THE PEOPLI OP IRAN IHARI 8AllC 

AGNEEHENT ON PDUH FUNDAHINTAL VALUEll 

••'lRIT, WE BOTH HAVE ITRONG RELIGIOUI HERITAGll 0 THI 
~EOPLE U, BOTH CUUNTRill IELllVE IN THI IMPORTANCE 0, 
A Ll'I THAT 15 GUIDED llY HORAL PRINClPLllo WI BILllVI 
THOSE PN1NC1PLEI HUIT GUIDE A GDVIRNHINT THAT II TRULY 
JUllT 0 

••l!COND1 WE SHANI A l&LllP IN THI Rl8HT D, THI PIDPLI 
ro EXPRESS THEMIELVll PDLlTlCALLY THROUIH INITITUTIONI 
~ONSTITUTED •Y TMIH 0 •l IOTH •ILllVi THAT lT II 'D~ 
THE IMANlAN PIOPLI TO DICIDI HD• THIY NILL 80VIRN 

PAGi 2 C 0 N ' l D I N T l A L llUUll 
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CQNFIPENTIAL 

JOINT CHIEFS OF STAFF 

MESSA.GE CENTER 

PAGE 3 C D N ' l D I N T l A L 
THEMSELVES, JUST AS lT IS 'DR THE AMERICAN PEOPLE TD 
CHOOSE THEIR OWN GOVERNMENT. 

••THlR01 BOTH D' US BELJiVE lN THE USE DF DUR NATIONAL 
WEALTH fQR THE BETTERMENT O' DUR PEOPLE, THE UNITID 
ITATEI REMAJNS wlLLING TD HELP lRAN DEVELOP THE POTENTIAL 
01' Thl COUNTRY, 

••l'lNALLYr 80TH AMERICAN& ANO IRANIANS WANT TD IEE AN 
lRAN THAT lS TRULY lND,PENOfNT, Wf HAVE NO AIPIRATlDN 
TD DICTATE THE PDL1C1EI OF THE IRANIAN GOVERNMENT, 

OH THE SAllS OF THESE SHARED VIIWI AND DUR COMMON 
lHTEAEITS, wE WILL MAKE EVERY El',DRT TD AllURE A CONTlNU~D 
CLOSE HELATIONSHlP BETWEEN THE UHJTID ITATEI ANO IRAN, 

IN LOOKlN~ TU THE ,UTURfr THE UHlTED ITATEI WlLL CONTlNUt 
TD WDR~ WITH THE LEADERS OF IRAN lN THEIR El'l'DRT TD 
CDNIOLJUATE THt CIVILIAN GOVtRNHENT WITH POPULAR IUPPOHT 
fDH HESTDRlN~ ONOER AND NONMAL Lll'E ANO BUILDING A IDUNO 
POLITICAL 'OUNOArION ,DR lRANi~ CDNTlNUEO PRDiRill AND 
INOEPEND~NCf., VANCE 
dT 
11221• 
ANNO TES 
Cl.H 72:J 
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C 0 N F I D E N T I A L 

~\~~IV ~SB014D~C33P 
opr,:C>HR 
Di !~D,?~Q #t544 ~~p1e35 
?:"T i'CCCC ~ZP 
" ?·llfJ~Z J'N ?~ 
''" AMf.~l~A'SY COPt'Nr'AGEN 
TO R~~9C/SECSfATI WAS~DC ???f 
ALL lC COLL!CTIVi 
HUOM~R/AMEMBASSY TEHRAN ~155 
fi' 
C 0 ~ F I D i N T I A L COPENBA~IN 0544 

3RJSSlLS ALSO FOR USEEC 

i 8 12005: JJS 1/2P/B5 (GqibBL?, ~ARION !.) OK-P 
'J'~G~: l<~rc, PARM, .P!:i'h', DA, FR, TR, XF 
5rpJ~C!: F•ENCR FO~iIGN MINISTER FRANCOIS-}O~C~!'S 

GOHl<fiA(;Ell 

1. (C) ENTIH TEXT. 

001827 
ACTION:._/ 
ECON5V 

INFO: 
M!B 
DCf'I 
ADJil 
POL2 
PM 
OR 
!CA 
CHRON R 9 

VISIT Tj 

2. ~nMMARY: MFA CFiICr ON J~·nAHY 26 ~HOVID10 us ~ITH 
A Htlll~ OF FRENCd FOREIGN ~lNISTEi FRA~CO!S-fONC~T'! 
r~IiV JANCARf 23 VISIT TO C~P.NRAGlN, TCPICS P!SCITSSI~ 
lhCLPDED TEI ~UROP2AN MON2Tt~Y !YST1M (f~!) A•D 
F•'("O•;F.TARY COMPlNSATION AMOUNTS (MCA) LI~:AG!, TUE 
~c roUNClL/PARLIAMENT lU~GiT DISPUTE, DISABMA-
Mf'~~. !RAN AND ITS IMO'LICATIO~S FOR A 11!Dl:LE 1AST sn1LE­
~i~1, AND !~DO-CHINA. ~ND SUM~ARY. 

c, P~1NC~ FOREI~N MINI!,lH F~A~~OIS-PG~CET AARIV~D 
-! TY iiENJN~ JA~lAIY 2~ AND LE/TAT 1?:0J F~ rg; SAM! 
~i!~P". VISIT WA'S ONt. rt' A '2.l:'HI::·s ~:1 IS UN~l:r..f\TA:.ING 
votL:,!NG EIS APPOI!TM~~T. ~rit~ IN COPIWriAGoN, ~~ 
"IC I •At• •cu~ ~~~TI~G ~1·~ U~Nl~d rr~.IG~ Ml~ISTi~ ~E~NING 
l' «ET..>Ff'f.,st.~ •.~r A VhRY ,,,,. on •,I{ 0Fl!CIAL 0

' -

fv!L'.':i!U B! ~. ~ORd~~ J!c<~l'R HOSHD hY Gi91S':'Oe~l:R:5~N. 

4. JK· 0 INC. ~E.:. PH.~-Dlf\.N/.~ /'!i~:'lli~G 'I'i:i;tf.£ 'l'Oi·Ic:· :.;>i~E 
LI .;f "f'::.t.D: 1'rii:'. ~'"15, LI'J·, !\~~~: (ii' Y-ONi'IA FY CC>1f'.c:.1iSA'1..'IO~ 
~.::;)1i~.~s 'r') I~AU~eaATIC'l ~lo"''·~·. ~-,'12, ANiJ T!it. DI?Pli'ri~ 
ft(otN 1HE re COJNCIL AND TriF &!RGPlA• PAiLIA~t~l 
01.~ Tb~ •c BUDGET. MFA OF!IC~] SAID TPAT ~~! DA~a2 
SAi "rr~-To-EYL" WIT~ 1YEI9 VISITOR o~ THESE !SSUiS. 

~- ?Fi ~oa•IN~ DINNFR ~A! "MCH2 DINNER fdAN WO~f!H~.· 
T•· ~~~ •RENCH rop1I:M M!~ISTER SPJ<E Ji a1s GOVBAh-
~ ~T'S !-.iOPOSED CONFn"'~CF ON Tll~AR11~.M~~~ p; •\1' Oh; 
(cnl; T?.;· DJS11AT10~ IN HA~:~"'- LATTER'S !1'\PL!ClrIOt<S 

C 0 N F I D E N TI A L 
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PAGE TWO C 0 N F I D E N T I A l 1927 

•oA ~ MID iAST SETTLEMENT: AND THI SIIUATION I~ 
SC'UT;.F.AST ASIA, 

A. ON TPE CPE, FRANCOIS-PONCET PU! PRIMARY ~MPHASIS 
0~ PPTNCIPLFS TTNDERLTING THr "RCPOSAL--E.G,, THE RIGl!T 
or ~·E~Y COUNTRY TO ASSURE ITS OWN SECURITY. ~I CON­
FI RM!D THAT CONVlNTIO~AL FOkCFS ~l~E TO bi ADDl1SSEJ 
FIRS• A~D F~PHASIZED THE IMPORTANCE or S~TISFACTORY 
PfiOV!SION FOR VERIFICATION, St JNDICATin THAT TiE 
FliF.NCh '~ERE PltiPARED 1'0 SE PATU:NT ABOUT l'ROGRISS TOWARD 
CVNV!NING snce A CO~PERENCE (BE DREW A PAhALLEL 
!J T~E 1~-1~ YEARS THAT THE USSR DEVOT!D TO 
PUkS~IN~ T~(IR PROPOSAL FO• A C~C!). 

B. F~ANCOIS-PONCET iAS PESSIMISTIC CONCERNING 
IRAN'S fU!DRE AND SPOl! OF Lll,LY "INSTABILITY AND 
A~AO~Hf", HE WAS CONC£RNED T1AT, AS A R~SULT, EUROPE 
WOULD LATTlH IN •Rf YIAR ~XPERii~CE DIFFICULTIES IN 
OIL ~UPPLT. 

c. TEE FREKCe FOREIGN MINISTER BELIEVEn TFAT EVENTS 
I~ IqAN SERVED TO INCRRASE TeE flELIN~S OJ INSECURITY 
IN JS~AFL AND EGYPT. ISRJ.~L, CONCERNED INTER ALIA 
~ITH FUTO•E UIL SUPPLI'S, WOOL~ BE LISS FLEZIBLE IN 
CONC~VDING TeE BILATERAL AGREEMENT WIT9 EGYPT AND L~SS 
•ILLING TO YIELD TZRkITOBT I' PRESENTLY OCCUPIES. 
Hr:IG!'Ti:~ED .INSECURITY WOULD .USO RENDER MONE DIFFICULT 
CONCLSUION or THE BROADER MID !A!T SETTLi~EN? 
FNVJ~&:ED AT CAMF DAVID, FRANCOIS-PONCET SAID T~AT 
T••SI CIRCU~SrANCES COMPLICAfl D~FINITION OF A~ EC 
P05T3R~ IF THE ISRAELI-rDYPTIAN AGREEM1NT IS CONCLUDED. 
Hr AVDE~ THAT FODd MONT~S A?O TqE IC COULD SIMPLY HAV£ 
APPLAUDED CONCLUSION OF THiAT AGRlEMFNT BUT NOW THE 
AfPUCPRI&T~ EC RESPONSF ~AS UNCLEAR. (~l'llAS~Y OFFICER 
Pr.isoFD FOR rLA!lORATION OF TLiIS UMAR::, ~UT MFA OFFICER 
UPI.AHil.D T%AT NONE WAS CIVfN AT THf DINNrR.) 

D. o~ INDo-ceINA, THE FRE~CH FOREIG~ MINISTER TOO~ A 
POSITION WHICH MFA OFFICld CHARACTERIZED AS THE SAMI 
L!Ni as TPE u.s. AND DAN~! ARE TAIINC: J.E., THE 
V!lT~AMFSI PRESENCE IN IA~PUC!EA WA! UNACCIPTABL~; 
so~r AID SANCTIONS ARE INDICATED, BUT T~I DOOR SHOULD 
H Ln'T OPSri FO!l THE VIETNAMESE IF THi~Y REP!:NT-- THE 
VHT•'.Al'l':SE SEOULD UNDERSTAND THAT THE WE!T REMAINED 
A "POl'~NTIAt PARTNER"", 
~ANSHEL 
BT 
#:1544 
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, Cl.;;r;s SE C R E T WNl~TH. uc/cr. ·1 • ~·oco:n .. r.~r - 1 :.t'.n:· 

•:1:" :: !RMI 

:;1;.;51,;1: ECONOMIC 01scuss!or1s OF Tl!E Si•PP·~!1TE!ls uF •• YAl.;J.L.:1 
KHCME!tlI <0011 EAl<L FER ;'fB I;>·;~ l 

IRANTAil CNIV~RSlfY ~R•JfESS01: 
•'•> ,,1;£ : . AN wsr:·.... ,, .".NO BflSfrll:'SS \l.'Rl'it.'0 1·:10 Hr~S ,\cc,•::::; J 0 i ;; :· 

RELIGIOus'o;ipOSJTION Ill n:HRAN. iiE HAS l1EiOolffD l'ilt\/ffiP.l'i' 
ON ECONOMIC AFFAIRS BUT HIS ACCl!'>S Ttl TJ1F l El.!G !0111 
CO~ll1UN.ITY IS UllliNOV!N. 

I. THE ADVISOF<S AROll~D AYATOLLAH RUHOLL,;H K H 0 M ~ l N I : . " 
.:fililNlllG ·ro ADDRESS TllEMi;FLVES TO THE·QUESTION OF HC<W TKEY \llll . .'t, ~­

\ t"i H THE .. MASSI.VE ECOllOMIC PROBLEMS FACING IR AN. WHEN THEY ASSllME 
1m:rn, AttD-.JO'.~HE FORMULATIOll OF CEllTR(IL PRINCIPLES TO llll!DE -THiiil 

· fCf:NllMIC- PROGRAMS. Otl THE WHOLE, THEY HAVE NOT OOllE Ft..~ OEYO~JD 
-· CEi G!AL STATEMENTS CO!ICERi:dlG THE N:\TIONALIZATION Or fillNCli"!L l'ili" ·· 
' .. OF hlOCtlCTION AND A RENE\o/ED Et'.PHASIS ON AGJ11CULTl<ilAL 1·ROD1•L:i!Ofl • 
.. Es~:l!NTIALLY THESE ADVISORS, AND KHOMEINI H!MSftF, ilRF ~:rn:•i["f/NG TO 

DEi.L 'JiTH,,THE QUEST!O;~ Of' THE VERY !IATURE·OF THE IRA::JAN o:co:-•OMY. 
THEY ARE Wil.LING, Ill fff'ECT, TO ACCEPT A 1-l!JCH LESS ": OP:!ISTIUTE11" 

·. ECOtlOiW IF.BY DOillG so n:EY ARE AilLE TO St•BSTANTI!•LL\ "'-"·•CE ff:i 
~ .FuiFIGN PRESENCE IN lilMl MiD THE PERCEIVED FOf!ftrlN Dt ,;J;i,Hl'ill C!F i'h.O: 
"Ecctl•JMY .·,'·:,THEY ARE AU;o f.ll•ESTIONJliG THE llfrn TO •'RODI_.,;£ il:i. ~;'.f•;ti i 

OIL ilT THE· SAME LEVSLS THAT EXlnEO PRIOR TO IHE OIL ~I11111rs. 
COi'l':GHIED.\/ITH'THE /.,;>,;nHPI!VE C,,Pf,CITY OF 'fHE !fl•.!HI,'· ;'UJ!·.»·:1, 'o, "l 
P.ElH:v:;: THAT LOWER f-i«,OUCHON RATES WILL l\ILO'.: T:':'.11 c) !''.\·Z .'• Vt .. cd 

. l,,li>' Oil .THE ECONOMY l'l:>cLF AflD TO BETTER CGN'iilOL Tiff :•},, c:if•.'.J l f \.'1L 
BE r: 'IIJG~'( . 

• DEt.LfNG UITH SPECIFIC f·HF!.S, KHOMi:':llll A~D !fl' ADVTS'C11lS 
t , .,,'L .. iING THE f'OLLOIJltG ACT!t.:.:;: I 

A:' AGRICUU"UflE • KHOMEHII EEL I EVES THAT '{)!~ flftll 'S i"flOOF<Aol 
OF l.;,ND R'EFOfll1 WAS A FRAUD AND THAT IT r•ESTROYFD "illE ,'('IJl.o~'J I '.l/T'f u:· 
llAk.' IRANIAN FARMLAtiDS BY BREAKU:G THEM UP Hii'O Si'ir-.l.I R, i::·; · '.loJ<J,oJ.:; 
Pl.C,TS WITHOUT GIVING ANY Of THE FARMERS kEAL rarrnGil, il.i .... ;;-:,·: 1-
INS?IREO GOVERNMENT WILL GIVE GREATLY IUCRF:M;EO n;;·H, rs ·:u n:c: 
AGRICULTURAL SECTOR ALTHOUGH f'RECISE PLANS FOR ~'HAT T .~Y llHf~D T•) 

. 00 :lEMAIN TO BE THOUGHT OUT•. 
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a. LABOR - ~o DlfflNITE i'LANS HAVE E'EEN FOR1<tlLATi!I) ro OfAL 
'. 1 l; :! fflE QUESTIOll 01' HO\J TO HANDLE THE LABOR QUESTION BEYOllD 
j .:-.nTuDES CONCERNING INCREASED BENEl'lTS AND SOCJ°AL SERVICES '"R Ti'li 
u OR :mm FOR CE. 

c; INDUSTRY - KHOl~iINI AND HIS ADVISGHS Alli· Sf.i"!J<,u.· 1 'I 
(J00TEMPLATING.t THE NATIONALIZATION OF· ALL MAJOR PRODllCTIVE tJ, TS Ill 
T'1E IRANrAK ECONOMY. BUSINESSES· BELONGING TO BAHAI'S PARTI1":Lt.liLY 
THE MAJOil!APPLIANCE MANUl'ACTIJRER "ARJ"; .IS PROMINENTLY CIHl) Ill THIS 
f,cSPECT, \JILL BE THE SUBJECT OF SPECIAL ATTENTION. NO REf.I. ?UNS i'G,J 
i W THE. ti',\TIONALIZ/\fION WILL BE CARRIED OUT OR HO\J 1'1.t;titl!ilG ,\; ll 
tOllTRuLS'OF THE PROOUCTIOfl SECTOR OF THE ECONOMY WILL BE' t:-,.'L><:••:!fi'..[) 
11RE YET AVAil:ABLE, . . 

~. BANKING - IN ACCORDANCE WiiH ISLAMIC PR!NCIPLFS, P~~~S LILL 
Nu UNGEfl .. ·oPER.ATE IN ACCORDANCE. WI T!:I .f.CCEJ'TED .. WESTE!i N F-R AC'll t.:ES ill1ll 
·, ,\E/ TOO WILL BE NATlotlALIZED • BANJ<S WILL STILL LOAN M0111iY, dlH \Hit 
. l'i CHARGE INTEREST, SHARING INSTEAD. Ill THE PROFITS OF Tiff ; ::'lril­
U!SE THAi" THE LOAN FINANCES" AND ABSORBING AllY LOSSl':S. PDl.IC:H:S 
'il-' .. '>.RD Sl.VINGS AND OTHER BANK TRAtlSACTIONS REMAIN TO p.~· F(;;«oii!.iT:"Li, 

3, (SOURCE COMMENT! THE ECOIWMIC TH!llKING Of' KHOh£!1H ;d<D HIS 
. )IJ!SORS.REMAltlS VERY IMPRECISE AND'WHEN PRESSED FC<l DE iAILS, :';tJCli 
, ·; Otl THE ISSUE Of' HOW A llATIOllALIZAT!Otl PRGGR:.:·1 111'.l"i D ;;E fARRlfn 
· '., THE ADVISO~S iU'SPOl:D THAT THE DETAILS \Ill.!. "E ll:<:·>"D ouT, 11JJOM 
"' f\1£ THIN:IING Al hARS TO BE tlAIVE AND llAY \IU l. Ci' ::;;J:: !/!~ .. ;'..: 
·,;'Si MEN HAVE TO MAKE HARD DECISIONS f)OUT Till:'. ECC Oi•Y /1110 [Tc 
I icVUCTJVlTY,) , 

4, ACQ,i !RAN, TEHRAN' <4 FEBRUARY 1979), FU• D RcPC'1T ;10,: 
::!T-10·,438• 

5, l'IELD DISSHI: EMBASSY AND ECOtlOMIC couu~:ELL. A'f 'ff•1ii:'>:I. 
!i!IH TO PARIS, K'JWAIT 1 JIDDA, ABIJ DHABI, AMMAN, CAI 0 1 T~L 1'VJV, 
t:1'ilAl1A 0 MUSCAT, ~EW DELHI, KABUL, ISLAMABAD, Y.ARACH'. Ci'RINCl?tl. 
IFl'l CERS ONLY>,' 
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30 CONFIDENTIAL 

What Went Wrong in Iran? 

Stanley T. Eacudcro 

T~rou9hout the post-war period 
and particularly since 1953, the 
United States maintained an extra­
ordinarily intimate relationship 
with the Shah of Iran and his 
regime. We were instrumental in 
the overthrow of leftist/nation­
alist Premier Mossadegh and 
the return of the Shah from his 
brief European exile. We spent 
several billion dollars in various 
bilateral aid projects, many of 
which were well conceived and much 
appreciated. Based on our similar 
reg ion al security interests and 
Iran's capacity to buy, we helpetl 
Iran build itself into the predom­
inant Persian Gulf power. We had 
thousands of military and civil­
ian advisers and technicians 
in the country. We were backing 
a strong autocrat who ~as far­
·sighted enough to perceive the 
need for national development and, 
apparently, courageous enough to 
take the lead in the kinds .. of 
national economic and social 
reforms which would lead Iran into 
the 20th Century. The list could 
go on but, in short, we had it 
made. 

Yet when I returned to Tehran 
in November 1978, after an absence 
of 3-1/2 years, the Shah was on his 
last leg. American officials were 
travelling in armored vehicles with 
armed guards to protect them, not 
against isolated groups of terror-

Stan Escudero served two tours in 
Iran; the most recent a TOY assign­
ment last November-January. He is 
currently in IO/UNP. 

ists, but against mobs of ordinary 
Iranians. The Embassy and other 
U.S. and GOI installations were 
protected against similar threats 
by truckloads of Iranian soldiers 
with automatic weapons. Even so 
both the Embassy and our Consul­
ate in Tabriz were attacked and 
the grounds of the latter were 
overrun. Later the Embassy 
itself was briefly captured. 
Virulent anti-American. feelings 
were sweeping virtually every 
segment of Iranian society, and 
many of the strengths on which we 
had based our policy had become 
liabilities. The situation grew 
far worse after the Shah's depart­
ure in mid-January and the threat 
of renewed and heightened anarchy 
is very i-eal. 

Clearly our Iranian policy, 
which had served us well for 
over 30 years, had become irrele­
vant and in many ways harmful to 
our interests some time before 
the fall of the Shah. It is 
legitimate to ask what went wrong 
and why, with all our assets in 
Iran, we didn't see this coming. 

CONFIDENTIAL 
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CONFIDENTIAL 31 

A complete description of the 
events and forces which led 
to the collapse of the Shah's 
dictatorship will be the subject 
nr scholarly debate for some time 
to come and, in any case, it is 
we 11 beyond the scope of this 
,)aper. However, it clearly was 
the result of a genuine internal 
1 evolution rather than externally 
orchestrated unrest. 
' Rather s impl istical ly stated, 
the Shah's ·system of rule depended 
upon a firm hand at the top sup-
1•orted by a ruthless security 
'"echanism and the financial ca-
1•aci ty to reduce dissatisfaction 
through development programs, 
outright subsidy, and the co­
optation of those who might other­
" I se have opposed the regime. 
Years of repression, cor~uption, 
mismanagement, ·sycophancy, hollow 
51romises, and just general ineffi­
r lency weakened both of these 
l'lllars of the regime and blinded 
'"any Iranians, who are cynical and 
d I a trustful of their government in 
any event, to the many significant 
and worthwhile accomplishments of 
Imperial rule. Rapid moderniza­
tion and bur9eoning educational 
opportunities also helped set the 
•ta9e for the Pahlavi collapse. 

Two developments, in my opinion, 
delivered t~e coup de grace. 
The first, add moat important, 
was the 1974 decision taken 
hy the Shah personally to use 
I ran' s vastly expanded oil income 
to force national development, 
accepting the risk that production 
•lght not increase fast enough to 
01eet increased demand and thereby 
offset inflation. When this 
decision was made Iran was already 
experiencing double-digit infla­
t Ion, and the country lacked the 
physical infrastructure, the 
trained manpower, and the mana-
9erial expertise to absorb anything 
half so ambitious. These defici­
encies were magnified by the Shah's 
devotion to his outaized and 
unnecessary military buildup. 
Consequently, in almost every 
i natance the development programs 
failed but inflation succeeded. It 
la now running at something over 50 

percent. As economic conditions 
worsened the disparity in income' 
distribution became more obv.ious, 
the disaffection of the people 
grew, and the capacity of the 
regime to use its financial re­
sources as a tool to maintain 
itself was diminished. 

The second development was the 
advent of the Carter administra­
tion's human rights policy. Many 
Iranians hold obstinately to the 
belief that the policy of their 
country has, since the late 19th 
Century, been directed by a 
foreign hand, first Russian or 
British and, since 1953, Ameri­
can. Some oppositionists i~ter­
preted the human rights policy as 
a U.S. step away from the Shah 
and "a consequent weakening of the 
Throne. They were encouraged and 
became m·ore active. At the same 
time the Shah, desiring a political 
~limate which would permit the 
smooth transfer of power to his 
son, and perhaps also as a reaction 
to human rights pressures, began 
taking steps to liberalize Iranian 
political life. 

Generally speaking, Iranians 
have a peculiar view of authority 
- they regard it as a barrier in 
the way of individual accomplish­
ment, and they try to circumvent 
it wherever possible. Once 
circumvented, authority is contemp­
tiblei authority which cannot be 
circumvented is accorded grudging 
respect. 

The Shah's absolute rule had 
established clearly defined 
parameters of dissent. His 
liberalizing moves and the impact 
of. our huma~ ri9hts statements 
altered these parameters without 
establishir.y new ones. Unwillin9 
to believe that the regime would 
lessen its controls except through 
weakness, the Iranian people began 
pushing in all direcnns, attempt­
ing to determine tb new limits of 
individual politics behavior. 'l'o 
date they haven't found ·any as the 
Shah was unable or unwilling to 
take the harsh measures which might 
have re-established his position, 
and the new government has yet to 
develop the instruments of power, 
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the managerial experti&e, and the 
national cohesion wh'ich it must 
have if it is to succeed. 

At the appropriate moment the 
exiled Islamic leader, Ayatollah 
Ruhollah KHOMEINI, revitalized 
his opposition and became a 
symbol and a focus of the rage of 
the people. Just as it had in 
every successful national revolu­
tionary movement in modern Iranian 
history, the Islamic establishment 
offered a respectable Iranian 
umbrella for the coalition of 
disparate opposition elements and 
lent to the movement its invaluable 
capacity to mo bi 1 i ze enormous 
numbers of people. 

This same revolutionary coali­
tion has brought about, directly 
or indirectly, the death of one 
shah, the OU$ter of another, and 
the temporary exile of a third 
within the last 83 years. Now it 
has brought down what may have 
been the last shah. Of all the 
shahs who have ruled Iran since 
the establishment of the Qajar 
dynasty in 1796, only one has 
come to the throne through an 
untroubled transfer of power. 
B'ased on historical precedent 

·alone, the threat posed to Mohammad 
Reza Pahlavi by the Iranian revol­
ution should have come as no 
surprise. But it did. 

Simply put, I think we were 
unprepared for the collapse 
of the Pahlavi Regime because we 
did not want to know the truth. 

It ia an exaggeration, but not 
such a great one, to say that the 
Shah was a U.S. puppet in the 
years immediately following 
195·3. But with the passage of 
years he beg an to become more 
sure of himself, more indepen­
dent, end we began to deal with 
him on a more nearly equal basis. 
With the growth of this healthier 
relationship, however,..~ came the 
growth of a fundamental error of 
U.S. policy - the misperception 
that·'U.S. interests in Iran were 
cciterminous with those of the 
Pahlavi Regime. By sometime around 
1968, as nearly as I could deter­
mine from old files, it had become 
th~ unspoken policy of the Depart-

ment and the Embassy (and possibly 
also the Administration, although a 
junior officer would never be in a 
position to be certain of this) 
to curtail reporting critical of 
the Shah. During my own 1971-75 
assignment to Tehran, the same 
restrictive policy prevailed. 
When I raised the question in 
general terms, I was informed 
that critical information could 
be leaked and misused by the 
Shah's enemies in Washington. On 
a specific matter, when I waa 
instructed to report nothin9 
concerning a temporary marriage 
which the Shah had contracted 
with a young Iranian woman,. I was 
assured that the matter was covered 
fully in official-informal letters. 
Hardly an adeq11ate means of 
informing the intelligence com~ 
munity of a potentially significant 
development. 

Through imposition of thi• 
~ssentially dishonest policy 
over the past decade, the °'U'art­
me n t denied itself information 
which might have enabled the 
United States to be better prepared 
for recent Iranian developments. 

This error was co~pounded by 
the restriction of· Emblassy contact• 
to those whose intercvurse with u• 
would not displease the Shah. 
Contacts with old oppo•ition 
leaders and with the Islamio 
establishment wer.e forbidden. 
Instead the Embassy restricted 
itself primarily to the same circle 
of contacts which it had had for 25 
years. By and la~e these people 
were supporters of the Shah. Their 
wealth, power, influence, and to 
some extent their physical well­
being rested upon their retention 
of imperial favor. But in seeing 
Iran through the eyes of this 
limited group we were seeing it 
through an imperial prism. It is 
not surprising that the bulk Of the 
reporting which flowed from these 
sources was favorably inclined 
toward the Shah and his programs. 

Even had we been inclined to 
report the views of all elements 
of Iranian 'society, we would have 
been hindered by a lack of officer• 
who are truly competent in Farsi. 
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Contacts with Islamic and bazaari 
leaders are virtually impossible 
without fluency in that language 
and the same is true for many 
university professors al'k:J students. 
A traveler in the provinces is 
cloaked .in ignorance if he cannot 
apeak the language of the people. 

The Sov,iets give their special­
ists five years of oriental 
studies before sending them to 
Iran, and when they arrive they can 
speak, read, and write Farsi very 
well indeed. It would not be 
practical to consider anything like 
the Soviet program, but our offi­
cers are fortunate to get 10 months 
of Farsi training. Before they 
are thrown into the Tehran environ­
ment, where English. is widely 
spoken, they should solidify the 
basics which they learned in the 
United States through six months to 
one year of additional studies at 
an Iranian university outside the 
capital such as Ferdowsi University 
in Mashad, which has an excellent 
Farsi program. This longer 
commitment to more rigorous 
language training might not be 
possible for all language of­
f ice rs but it should be demanded 
of political officers. 

In retrospect it is clear that 
we reinforqed our - tendency to 
remain ignorant of many aspects of 
conditions i~ Iran through a 
natural inclination to take the 
easy way out. We had no choice 
but to deal with the absolute ruler 
of Iran who, in any case, was 
giving ·us whatever we wanted. So 
why look further? Anyway, in 
today's world, any policy that 
works for 25 years is a good 
policy. 

The shame of it is, we need not 
have come down at the crunch with 
no alternative but that of backing 
a loser. We could have maintained 
wider contacts with minimum damage 
to our relations with the Shah. 
When we finally informed him of our, 
decisions to initiate contacts with 
the opposition, he merely grumbled 
suspiciously. 

A less hesitant reporting 
P.olicy would not have enabled 
us to save the Shah. What happened 
to him would have happened sooner 
or later, if not to this Shah then 
to his son, and by the time we 
became aware that the revolution 
was coming, it would have been too 
late to stop it. But provided, our 
government were willing to act on 
the basis of information which 
contradicted e.stablished policy, 
wider contacts and accurate report­
ing, even at some cost in the 
intimacy of the USG-GOI relation­
ship, might have given us the 
capacity to anticipate much of what 
was coming and to minimize the 
damage to our position in Iran. 
Today, insofar as the present 
government and the Iranian people 
are concerned, that position is in 
shambles and will only be partially 
revived with great difficulty. 

We made similar mistakes in 
post-war China, in Vietnam and we 
will continue to db so whenever we 
confuse the interests of a client 
government with our own. Someday 
we simply must learn that the 
purpose· of political reporting is 
to provide information and inforined 
analysis to assist in the making of 
policy decisions, not to support 
existing policy. Arter all, the 
policy might be wrong. 

Classified by Galen Fox 
Subject to General Declassification Schedule 

of Executive Order 12065. Automatically 
decl&asified on June l, 1985. 
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25 April 1979 

From: RADM F. C. COLLINS, Jr., USN, 430-32-0914/1110 
Chief Navy Sectfon, ARMISH-MAAG, Iran 

To: Chief of Information, Navy Department, Washington, D.C. 20350 

~ubj: Speech Material Clearance; request for 

Encl: (1) Framework for speech on Revolution in Iran 

1. From May 1978 to February 1979 I served as Chief Advisor t·o the 
Commander-in-Chief, Imperial Iranian Navy while assigned as Chief of 
Navy Section, ARMISH-MAAG, Iran. Needless to say it was an exciting 
adventure, one which offered fantastic opportunities as Iran made its 
leap from a WWII Navy to the latter 20th Century technology of the 993 
KOROUSH Class Cruiser, and an unbelievable box seat to a vio~ent revolu­
tion where a SO-year dynasty of autocratic rule was crumbled. 

2. Anticipating that there will be those who are interested in hearing 
a first person account of the action, I have composed an outline of 
facts I have titled "Anatomy of Revolt" which I intend to be the basis 
for any remarks I make. The outline is factual and the only deviation 
from facts to opinion is found in the last two pages in which I show 
my opinion of why it happened. They will be clearly labeled as such. 
My supporting visual aids consist of Vu-graphs and 35 aun slides of. 
various front page shots; Kayhan and Tehran Journal Tehran's two 
English language newspapers during the period. 

3. I would appreciate your clearance to use this in future speaking 
commitments on the subject of the revolt in Iran. I will be departing 
the Washington area for a short stint of TAD and leave on the West 
Coast, so between 28 April and 7 May I can be reached through Commander 
Surface·Forces Pacific in San Diego. After that I will be reporting 
to OP-40 for duty. 

4. Thanks. 

Copy to: 
Chief, ARIHSH-MAAG, Iran 
CINC, EURCOM 
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41!ATOMY OP llEVOLT 

~ 

END OF 2507 YEAR OLD PERSIAN EMPIRE 11 FEBRUARY 'CAUGHT EVERYONE 

INCLUDING AYATOLLAH RUHOLLAH KHOMEINI AND PRIME MINISTER BAKHTIAR B\' 

SURPRISE. WHAT HAPPENED? HOW DID IT HAPPEN? THIS IS MY VIEW. 

THE BEGINNING 

JANU.\RY 1963 - "WHITE REVOLUTION" OR "SHAH AND PEOPLE'S REVOLUTION" 

WHEN SHAH TOOK ROYAL AND CHURCH LANDHOLDINGS AND REDISTRIBUTED TO 

PEASANTS. SPEC1{LATION AT TIME THAT CLERGY OWNED 60% OF LAND IN IRAN. 

TO GAIN INSIGHT INTO INFLUENCE OF CLERG'i, CONSIDER THAT CURRENTLY THERE 

ARE SOME 80,000 MOSQUES; 180,000 MULLAHS; AND OVER 1200 AYATOLLAHS IN 

A COUNTRY OF ABOUT 35 MILLION PEOPLE. ONE DISSIDENT WHO TOOK VOCAL AND 

VIOLENT ISSUE WITH THE SHAH ON LAND REDISTRIBUTION WAS RUHOLLAK KHOMEI!II 

WHO TAUGHT IN HOLY CITY OF QOM ABOUT 90 MILES SOUTH OF TEHRAN. FOR HIS 

OPPOSITION KE WAS EXILED AND LIVED IN IRAQI HOLY CITY OF NAJAF UNTIL 

6 OCTOBER 1978 WHEN HE MOVED TO PARIS. THE MOVE WAS PROMPTED BY IRAQI 

OFFICIALS WHO WERE INTERESTED IN PRESERVING THE RECENTLY MENDED RELATIONS 

WITH NEIGHBORING IRAN. 

THE REVOLUTION'S EXTERNAL MANIFESTATION IN IRAN COULD BE DATED 

8 JANUARY 1978 WITH STUDENT RIO'fS IN Q011 AND ESFAllAN. MARTIAL LAW WAS 

DECLARED IN ESFAHAN AND OTHER OUTLYING CITIES FROM TIME TO TIME. 

RELATIVE CALM IN TEHRAN THROUGH JULY 1978, THO THERE WERE DEMONSTRA­

TIONS AND DESTRUCTION OF PROPERTY (MAINLY BANKS, LIQUOR STORES AND CARS.) 

SHAH AND FAMILY SPENT MOST OF SUMMER ON CASPIAN. RUMOR THAT SHAH HAD 

BEEN SHOT BY AN ARMY J.O. (LT, IOIATAMI, SON OF DECEASED GEN KHATAMI) WAS 
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DENIED, AND SHAH AND SBAllBAllOU 'S PICTUUS AND PROHOUNCEHEllTS DAILY 

APPEARED IN PAPERS. 

EARLY AUGUST 1978 BQMBING OF ICllANSOLAR RESTAURANT IN TEHRAN1 FOLLOWED 

BY RioTS IN ESFAHAN ON 11 AUGUST AND THE TRAGIC REX THEATRE FIRE IN 

ABADAN 17 AUGUST WHICH CLAIMED 377 LIVES BEGAN THE ACTIVE - CONTINUOUS 

PERIOD OF REVOLT. 

AYATOLLAH SHARIAT HADARI, THE SENIOR HOLY HAN IN COUNTRY, BEGAN 

SPEAKING OUT ACTIVELY ON NEED FOR REFORM, AND HE WAS JOINED BY AYATOLLAH 

TALEGHANI WHO W&S IN THE VANGUARD OF POLITICAL PRISONERS RELEASED BY THE 

SHAH. GOVERNMENT ALSO TRIED TO NEGOTIATE WITH KHOMEINI IN IRAQ AT THIS 

TIME, BUT NO SUCCESS. 

27 AUGUST 1978. DRAMATIC INDICATION OF TROUBLE WAS PRIME MINISTER 

JAHISHID AMOUZEGOR'S RESIGNATION AFTER JUST OVER YEAR IN OFFICE. 

28 AUGUST 1978. JAFAR SHARIF DWII, WHO HAD BEEN PH 1960-61 WAS 

APPOINTED AS PH. FELT TO BE MODERATE WHO COULD COHHIJNICATE WITH CLERGY, 

NATIONAL FRONT, ETC.; UNFORTUNATELY EHAHI NOT DYNAMIC OR DECISIVE ENOUGH 

AND DEMONSTRATIONS AND DESTRUCTION CONTINUED. 

8 SEPTEMBER AT 0600. MARTIAL LAW DECLARED IN TEHRAN (CURFEW 9PH -

SAM) AND 9 OTHER MAJOR IRANIAN CITIES - SIGNIFICANTLY ENOUGH, NEITHER OF 

THE NAVY CONTROLLED CITIES WERE INCLUDED. GENERAL OVEISI, CINC IIGF WAS 

MARTIAL LAW ADMINISTRATOR OF TEHRAN. AT HID MORNING 8 SEPT, A LARGE HOB 

ASSEMBLED lN JALLEH SQUARE TO SEE IF GOVERNMENT WAS SERIOUS ABOUT MARTIAL 

LAW. PUSHED TO LIMIT, TROOPS FIRED ON HOB KILLING AN ESTIMATED 300 AND 

WOUNDING PERHAPS A 1000 HORE- (GOVERNMEllT FIGURES SAID 70 KILLED, 280 

WOUNDED). 



17 SEPTEMBER 1978. EARTHQUAKE IN NE IIWIIAN CITY or TAU.S l.ILLID 

AN ESTIMATED 25,000 TO ADD TO SllAllAllSHAH'S WOES. 

6 OCTOBER 1978. KHOMEINI LEAVES NAJAF, IRAQ FOR PARIS; BEGINS J1JLL 

\I.ALF. PROPAGANDA CAMPAIGN AGAINST PAHLAVI "DYNASTY" ANj) GOVERllMEN't. 

EARLY OCTOBER SAW BEGINNING OF STRIKES -- POSTAL, HOSPITAL Wj:)RlC.ERS, 

rrc. ON 11 OCTOBER, 4 DAY STRIKE OF NEWSPAPERS WHO PR01'ESTED CEll$0RSHIP. 

26 OCTOBER - SHAH'S BIRTHDAY. A SUBDUED AFFAIR; RECEP1'ION ~T 

<.11\ILESTAN PALACE IN DOWNTOWN IRAN WITH BUSINESS, ACADEMIC, CLERGY AND 

'fNIOR MILITARY fNVITED TO PAY RESPECTS TO HIM. HIM LOOKED GOOD, PEOPLE 

WI Ml:: IMPRESSED, SHAH RODE TO AND FROM RECEPTION IN M0TORCAD£ WITll NO 

UN\:~.UAL SECURITY. 

LATE OCTOBER SAVAK, STATE POLlCE/INTELLlGENCE CAMlt UNDER FIRE, 

c.1 Nf.RAL NASSIRI, FORMER LEADER, CHARGED WITH MURDER. 

NOVEMBER OIL STRIKE BEGAN. 

4 NOVEMBER KARINS SANJABI, NATIONAL FRON1' LEADER WAS INVITED TO 

l<IHE BACK FROM PARIS WHERE HE WAS CONFERRING WITH lOIOMEINI TO FO)ll>t GOVERN­

lltNT; KHOMEINI SQUASHED THIS OPPORTUNITY FOR PEACEFUL SETTLEMENT. 

NOVEMBER $ TRANSFER OUT OF COUNTRY RESTRICTED. 

5 NOVEMBER ATTACK ON BANKS, CINEMAS, LIQUOR STORES JlEACHl!D Pll()PORTIONS 

m· ANARCHY. 300 BANKS DESTROYED, 11 STORY BMI BLllG ~. 7 STQl"{ BANK 

lltl.Ll HDQTRS GUTTED, COUNTLESS THEATRES AND LIQUOR STORES BlllltlED. 

SHARIF EMAMI GOVT RESIGNS. 

6 NOVEMBER SHAH APPOINTED GENERAL GHOLAM REZA AZAHAR!, CHIEF OF SCS, 

A' PM. CALLS FOR ORDER AND CALM, ADMITTED CORRUPTION AND EllROR lN.GOVT. 

1rtECH WELL RECEIVED EXCEPT BY THOSE WHO TOOK EXCEPTION TO HIS Allt(ITTING 

PlKSONAL ERROR; CONSTITUTION SAYS SHAH CAB DO NO WRONG - ONLY GOVlllNMENT. 
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SERVICE CHIEFS APPOINTED TO MINISTRIES; RABI-HOUSING, OVESI-LAJ!OR, 

HAllIBOLLAHl-l::lJUCATl llli/TECHNOLOGY /CULTURE/HIGHER EDUCATION, QARABAHl-INTJ::RIUR, 

ETC., RESlGND WEEK LATER DUE CONSTITUTION RESTRICTIONS AGAINST HAVlNt; 

TWO KEY GOVT POSITIONS. 

MOHARRA.'I (1-10 DECEMBER DEEP MOURNING PERIOD FUR lM}W·I HOSSEJN, 

3RD lMMAH, SON OF ALI, MOHAMMED'S SUCCESSOR), MARKED BEGINNING OF WIDESPREAD 

:•1;0TEST - CURFEW VIOLATION THE NORM - ROOF TOP CHANTING OF "ALLAH AKBAH" 

BECAME NORM AS DID CONTEHPT FOR MARTIAL LAW. 

J.-=._ f, DECE iBER EVACUATION OF DEPENDENTS BEGAN, TO LESSt;N DANGER FROM 

EXPECTED RIOTS ON 9 - 10 DECEMBER. 

TASHUA (9 DECEMBER) PARADE PERMITTED BY AZAHAR!. 3/ 4 MILLION TO 

MILLION PARADED TO SHAHYAD PEACEFULLY. 

ASHURA (10 DECEMBER) REPEAT OF TASHUA. CROWDS ABOUT SAME, "MOllAM 

NEISS" 

DECEMBER NIGHTLY BLACKOUTS, BENZENE, NAFT, GAS-OIL SHORTAGE. BENZENE 

LINES 48 HOURS LONG - NAFT MINIMUM 8-10 HOURS. GAS OIL SHORTAGE PRODUCED 

COLD HOUSES AN!> SHOWERS! 

30 llEl£:'1.!lJ~ GEN AZAHAR! llAS SLIGHT HEART ATTACt AND ASKED FOR 

RELIEF AS PM. 

~ SADIGHI ASKED TO FORM GOVT - COULD NOT GET CABI!iET. GENERAL 

OVEISI, CINC IlGF AND MARTIAL LAW ADMINISTRATOR FOR TEHRAN LEFT COUNTRY 

FOR USA. BAil OME:>. S. BAKHTlAR GIVEN CHANCE TO FORM GOVERNMENT. AGREES 

TO TRY UNDER THREE CONDITIONS: SHAH LEAVE COUNTRY; HE BE GIVEN FREE REIN; 

HE CONTROL MILITARY. SHAH AGREES. 

7 JAN 79 BAKHTIAR PRESENTS CABINET - ALL ANTI SHAH. MUST NOW BE 

APPROVi:;o BY MAJLIS AND SENATE. CURFEW EASED TO 11-5. COUP TALK. 

15 JAN 79 APPROVAL OF BAKHTIAR CABINET GAINED. 

4 
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THE DOWN TURN 

16 JAN 79 SHAH LEAVES IRAN FOR Yfil".• LEAVES REGENCY COUNCIL IN 

CHARGE. TEHRANI PRESIDENT OF COUNCIL. MUCH ELATION. SPENT DAY JN 

BANDAR ABBAS. 

17 JAN 79 SPENT DAY IN llUSHEHR. SPIRITS DOWN BUT NOT OUT. 

21 JAN 79 COMMUNIST CONDUCT BIG PARADE IN DOWN TOWN TEHRAN. MET 

SOME OPPOSITION. 

23 JAN 79 KHOMEINI THREATENS TO COME TO TEHRAN; MEHARABAD CLOSED 

FOR 5 DAYS. 

25 JAN 79 CONSTITllTIONISTS CONDUCT SUCCESSFUL PARADE FOR BAICHTlAR 

TO BARHESTARAN SQUARE IN FRONT OF MAJLIS. 3 - 500,000. 

27 JAN 79 BAKHTIAR OFFERS TO MEET KHOMEINI IN PARIS; KOMElNI SAYS, 

"COME WITH RESIGNATION IN HAND." 

1 FEB 79 ICHOMEINI llETURNS TO IRAN AFTER 15 YEARS ABSENCE - 750,000 

TO 1 MILLION PEOPLE TURN OUT TO GREET "AGHA UMAD" (THE MASTER HAS COME) 

~ ICHOMEINI NAMES 70 YR OLD MEHEJI BAZARGAN AS PM OF REVOLUTIONARY 

GOVERNMENT. BAl(llTIAR RESPONDS THAT REVOLUTIONARY GOVT IS "JOKE". 

8 FEB 79 7 OF BAKHTIAR' S MINISTERS SWil'IG TO BA~ARGAN. QARABAGlll TO 

CADETS AT OFFICERS SCHOOL SAYS "ARMY'S JOB NOT POLITICS, BUT DEFENDING COUNTRY." 

9 FEB 79 SERMON 'J:.lTLE "WHEN NOTHING MAKES SENSE" AT TEHRAN COMMUNITY 

CHURCH. HOMOFAR DISTURBANCE AT DOSHAN TAJ'PEH, IMPERIAL GUARD CALLED OUT 

TO QUELL. 

10 FEB 79 WORD OUT THAT ARMY FIGHTING AIR FORCE. SHOOTING AND 

BURNING TO SOUTH OF UN HDQTRS. CURFEW LOWERED TO 1630. AF SECTION RESCUED 

PROM DOSHEN TAPPEH BY HELO; NAVY SECTION DRIVES HOME; ARMISH MAAG STAFF 

ELECTS TO STAY AT SCS llDQTRS. POLICE STATIONS METHODICALLY KNOCKED OVER, 
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ENO OF A !>YNASTY 

11 FEB 79 ALL HANDS TOLD TO STAY HOME. SPORADIC SHOOTING. 1100 

QARABAGHI NEUTRALIZES AR.'IY "POLITICS FOR POLITICIANS." IMPERIAL GUARD 

RETURNS TO GARRISON. CROllDS GO WILD'. RUMOR THAT WATER SYSTEM POISONED. 

GENS BADAR.IE, JAFARIAN A11D BELARGI ALL KILLED TODAY. 

12 Fl!!!. 79 IMPERIAL GllAIUl ARMORYS KNOCKED OVER. TIIOUSANDS OF WEAPONS 

AND MILLiONS OF ROUNDS OF SMALL ABMS AMMO NOW IN HANDS OF REVOLUTIONARIES. 

RADIO ANNOUNCES AMERICANS ARE JOINING IMPERIAL GUARDS IN COUNTER REVOLT. 

IMPERIAL GUARD JOINS REVOLUTIONARY FORCES OR DESERTS. MUCH SHOOTING. 

0430 GAST AND COMPANY RESCUED BY IBRAHIM YAZDI AND TAKEN TO EMBASSY. 

13 FEJ! 19 ADMIRAL HABIBOLLAHI ON RADIO ASKS NAVY TO RETURN TO WORK. 

14 FEB 79 1120 RECEIVE CALL FROM GAST, EMBASSY UNDER ATTACK. I CALL 

ADM HA8180LLAHI AND ASK FOR HELP - ALSO KHOMEINI POLICE STATION. 1145 

GAST CALLS BACK, "EMBASSY OVERRUN, WE'VE SURRENDERED." YAZDI AND KHOMEINI 

FORCES ARRIVE AND TALK GUERILLAS INTO SURRENDERING PRISONERS WHO ARE 

TAKEN TO iCHOMEINI HEADQUARTERS FOR QUESTIONING. GUERILLAS CLAIM TO BE 

MARXIST; FEDEYEN. CLAIM TO BE LOOKING FOR SAVAK MEMBERS AND RECORDS AT U.S. 

EMBASSY. ALL EMBASSY/MILPERS RETURNED TO EMBASSY IN :.ATE AFTERNOON. BOB 

PRYOR COMES BY AND I INVITE HIM TO STAY. DESCRIBES DJ:SECRATION OF CHURCU 11 FE 

15 FEB 1979 ARMED KEN COME TO MY GATE. GARDNER "!'ELLS 111£11 NO ONE OF 

IMPORTANCE LIVES HERE. 

16 FEB 1979 ACCOMPANY BOB PRYOR TO SERVICES HE IS HOLDING AT SAAD! 

ROOM OF HILTON. KHOMEINI MILITIA GUARD ENTRANCE. .lllQ. WHILE FIXING LUNCH, 

ABDOL ANNOUNCES "COMMITTEE" HAS COME TO CALL AND WOULD LIKE MY PRESENCE. 

8 OF 25 COME INTO COMPOUND. QUERY ME AS TO WHY I AM STILL HERE, ADVISE ME 

TO GO. NOT SAFE. TIIEY CAllllOT GUAli!ITEE PROTECTION, ::re., COURTEOUSLY TREATED. 

6 
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17 FEB 79 IRANIAN NAVY BACK TO WORK. COMMITTEE SCREENS FLAG 

OFFICERS; CAPT SULTAN IS SENIOR NAVY REP - MULLAH IS IN CHARGE. POURZAND 

BROTHERS DU NOT FARE WELi,.. KAYllAN HAS FIRST PlCTURlS OF "ISLAMIC JUSTICE". 

REVOLUtlONAR~' COURTS CONDEMNED AND 1iAD SHOT GENS NASSIRl (SAVAK), NAJI 

(ESFAllAN MARTIAL LAW ADMIN), RAHIMI (TEHRA.'l MARTIAL LAW ADMIN) AND 

KHROWSHODAD (OIC ARMY AVIATION). GORY PICTURE. ALSO PICTURES OF FOUR 

OTHER GENERAL OFFICERS WITil HANDS TIED BEHIND BACKS. ALSO WILL LIKELY 

SUFFER SAflE FATE. PLO LEADER ARAFAT IN TOWN. 

18 FEB 79 GIVE CLOTHES TO SERVANTS, PACK BAG. MOVE TO HILTON. BOMB 

SCARE WHEN WE ARRIVE. 

19 FEB 79 SEARCHED THOROUGHLY AT MEHRABAD AND PASSPORT CHECKED 

TIMES. 1502 WHEELS UP FOR FREEDOM. 

"KEYS TO DOWNFALL OF PHALAVI DYNASTY" 

"KHOMEINI'S HATRED OF SllAHANSHAH" 

"CORRUPTION IN GOVERNMENT" 

"FAILURE OF SHAH TO 'MIND THE STORE'" 

"AUTHORITARlAN RULE OF SHAllANSHAH" 

"LACK OF VALID/TIMELY INTELLIGENCE BY USG/GO! AGENCIES" 

"SHAH'S WJTHDRAWAL FROM PUBLIC LIFE IN SEPTEMBER" 

"FRENCH SUPPORT OF KHOMEINI" 

"FARSI LANGUAGE NEWS FROM BBC" 

"FAILURE TO ENFORCE MARTIAL LAW" 

"FAILURE TO DEAL WITH KHOMEINI OR OPPOSITION" 

"FAILURE TO DEAL EFFECTIVELY WITH STRIKES" 

"LACK OF 'GUSTY' MILITARY" 
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"OVER ESTIMATION OF ABSORPTIVE CAPABILITIES OF IRAN'S PERSONNEL RESOURCES" 

"HL~ RIGHTS POLICY" 

"LACK Of UNDERSTANDING OF MIDEASTERN CULTURE BY WESTERNERS" 

KEY UNANSWERED QUESTIONS 

"WHY DID SHAH WITHDRAW FROM ACTIVE LEADERSHIP?" 

"WHY DID GENERAL QARABAGHI NEUTRALIZE ARMY?" 

"llHY DIDN'T GOVERNMENT EITHER TRY TO SELL ITSELF TO PEOPLE, OR DISCREDIT 
AYATOLLAH KHO~IEINI?" 

"lo'HY DIDN'T MhITARY MOVE TO TAKE OVER STRIKE-BOUND INDUSTRIES OR 
SERVICES SUCH AS REFINERIES AND CUSTOMS?" 

8 
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SUBJ~CBARGE'S CALL ON AGRICULTURE MINISTER DR. MOHAMMAD 
IZADI '-

IEl: STATE 110124 

1. (C - ENTIRF. TEXT) 

2. SUMMARY: THE CHARGE, IN HIS MAY 2 CALL ON A~RICULTURE 
MINISTER IZADI, CONVEYED THE SAME POLITICAL MESSAGE 
DELIVERED IN HIS PREVIOUS CALLS AND IZADI RESPONDED WITH 
A POLITE If SOMEWFAT•COOL EXPRESSION Q.r DESIRE TO OVER­
COME THE DEJ'!CIENCl!S or us rOREIGN POLICY AND BUILD 
llLlTERAL AGRICULTURAL RELATIONSHIPS ON OUR HISTORIC 
EDUCATIONAL, T~CHN!CAL AND COMMODITY TIES. LITTLE NEW OR 
SPECIJIC WAS LEARNED CONCERNING AGRICULTURAL POLICIES BUT 
!Bl MINISTER DID INVITE US AGRICULTURAL EQUIPMENT MANll­
JACTURERS TO SUBMIT PROPOSALS roR LONG-TERM PRODUCTION 
ARRANGEMENTS IN IRAN. END SUMMARY 

3. THE CHARGE, ACCOMPANIED BY THE ACTING ECONOMIC 
COUNSELOR,CALLED HAY 2 ON DR. MOHAMMAD IZAtI, MINISTER FOR 
AGRICULTURE AND RURAL DEVELOPMENT (HARD). MR. 
HAGHSOOB-POUR or THE INTERNATIONAL RELATIONS orrICE SAT IN. 
THI CHARGE DESCRIBED THI USG'S BASIC POLICY OBJECTIVES VIS­
A-VIS IRAN--IRAN'S TERRITORIAL INTEGRITY AND ECONOMIC 
STRENGTH AND US NON-INTER1ERENCE~AND EXPRISSID HOPE THAT" 
ON !BE BASIS or MUTUAL RESPECT, HISTORIC TIES AND MUTUALLY 
llNErlCIAL TRADE WE COULD COOPERARATE IN THIS NEW 
ENYIRONMINT. THE CHARGE RECOUNTED VARIOUS !!LATERAL 
TECHNICAL PROGRAMS, PARTICULARLY THOSE INVOLVING OUR 
DEPARTMENT or AGRICULTURE AND, WHILE AC~NOWLEDGING THE PRE­
MATURITY or SUCH CONSIDERATIONS, INVITED THI MINISTER TO 
IEEP IN HIND THE PUBLIC AND PRIVATE ASSITS WITHIN THE US 
WHEN BE DEVELOPS HIS A~RICULTURAL PROGRAMS. 

4. DR. IZADI, IN RESPONSE, REJERRED TO THE INCORRECT 
ICONOHIC STRATF.GY gr THI PREVIOUS REGIME WHICH EMPHASIZED 
SBOW-~PROJECTS AND PURSUED UNREALISTIC INDUSTRIAL 

GOALS. IRAN, RE SAID, S~OULD RETURN TO ITS TRADITIONAL 
AGRICULTURAL EMPHASIS, THOUGH WITH OSI or ALL APPROPRIATE 
TECHNIQUES. "'WE WANT HELP FROM ANT FRIEND. AS CONCERNS 
JOREIGN RELATIONS IN AGRICULTURE, Bl SAID THAT THE US IS 
IRAN'S NUMBER ONI LOGICAL SOURCE FOR [NOWLEDGE AND TECHNICAL 
ASSISTANCE OWINl TO TH! us CLIMATE AND THE PRIK.lCT or us 
EDUCATIONAL INSTITUTIONS IN TRAINING IRANIANS. WHETHER 
01 NOT TRIS RELATIONSHIP CONTINUES DEPENDS, HE SAID, ON 
OS POLICT~WBETBER THE US ENCOURAGES TIES. 

5. l'lruRING TO THE POLITICAL, DR. IZADI EXPOUNDED ON THE 
Dl~HENC£ l!TWIEN AMERICANS (KIND, BILPlUL, ETC,\ AND US 
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POLICY, THE LATTER, nl SAID, IS BASED ON US AGENTS REPORTS 
AND THE US MEDIA, WHICH WITH THE EXCEPTION 01 PBS IS 
CONTROLLED BT THI SAHE HONOPLT WHICH CONTROLS US MOVIES, 
ETC. Ir THE US 7EILS UNLOVED, IT IS BECAUSE FOREIGNERS 
ARE REACTING TO THE DISTORTED VIEW 01 THEH CREATED BT OUR 
HEDI!. HI EMPHASIZED HIS BELIEF THAT Il WE WISH, AS TgE 
CHARGE EXPRESSED, TO IMPROVE RELATIONS THEN Tijl USG HUST 
IMPROVE THE US MEDIA. THE PGOI, BE ~AID, IS OPENh AND 
WANTS TO DEA!i HONESTLY. SINCE WE ARE ALL "CBILDRJ;:N 011' 
ADAH AND EYE WE SHOULD BE !BL! TO COOPERATE ON THE BASIS 
OF KNOWING !!CB OTHER AND HUTUAL RESPECT. THE 30 HINOTES 
CALL ENDED WITH DR. IZADI RETURNING TO BIS CRITICISM or 
THE US PRESS*, ADDING THAT BE CONCLUDID DURING BIS HANT 
TEARS AS A STUDENT IN THE US THAT THE US MEDIA ~AS 
MANIPULATED B'f" •A HONOPOLY, • THE USG, BE SAID, NEEDS A 
LAW TO SOLVE TRIS PROBLEM; HE ADDED, ALMOST AS AN A.rT'!:R­
TBOUGHT, THAT PE, OF COURSE, 1AYORS 1REEDOH 01 THE PRESS. 

6. TU CHARGE, GIVEN Tl!E MINISTER'S ARTICULATE AND SINCF.R'!: 
ESPOUSAL 01 HIS ANTI-MEDIA CONVICTIONS, CONJINED HIS 
RESPONSI TO A BRIEJ RECOUNTING 01 THE SHAH'S SIMILAR FOCUS 
ON TRI IYILS or T!'E us PRESS AND UE O'BSIRVATION THAT A 
MEDIA BATED BT SUCH DISPARATE PEOPLES CAN'T Bl ALL THiT BAD. 

7. THE CHARGE, IN AN !TTEHPT TO GIT THE DISCUSSION B!C~ 
ON THE. J'Al.ll'!. SOLICI!TED THE MINI STIR 'S vnws CONC!RNI~G 
THE DIRECTION 01 AGRICULTURAL POLICY AND PROGRAMS. AGAIN 
ALLOWING roR THI NEWNESS OF THE GOVERNMENT, BE !S~ED FOR 
ANT INDICATION 01 HOW THI GOVERNMENT PLANNED TO MOVE ON 
RURAL D!YELOPHF.NT (ROADS, ELECTRI1ICATION), STRUCTURAL 
POLICIES FOR AGRICULTURE (COOPERATIVES, CORPORATIONS, 
AGROINDUSTRY) AND COMMODITY PRICE POLICY. DR. IZADI SAin 
LITTLE HAD BEEN DECIDED, PARTICULARLY CONCERNING THY. 
SITUATION OJ THE AGRICULTURAL STRUCTURE.ADMITTING TO SOMF• 
rISPUTE ON TRIS, H~ SAID H:!: PERSONALLY 1AVORS PRIVATE 
ENTERPRISE, WITH GOVERNHF.NT INYOLYIMINT ONLY TO TRF. EXTENT 
NEEDED TO STIMITL.~T'P. RIGHT DIRVCTIONS AND PROVIDE WHAT 
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TUE PR!IAT• SECTOR CANNOT, 1.;. nA~S roR l~Rl~A'T'ION. 
FEEDER aOADS WILL B~ .\ PRIOP.l'T'Y. Til'i: OF1ICHL PRICi;'. FO!i 
Wl!EAT qAS BEEN INCRJl:ASED Ut 'p1nr~s FOl!. nquy' SUGA~ BEET 
AND RICE Ai'.E UNDER RtvlEW. oH'N F'1BOU DE~CRIBED 'fHE 
SUCCESSES Of THE ·;s NATIONAL RURAL ELECT!!IC COOPERATIV! 
IN OTHER COUNTRI~S AND IT~ 'C~SIRE TO ASSIT IRAN, CR. IZADI 
SAID RURAL ELECTRI!ICATION PROG,AMS VERE I'1PORTANT, BUT 
WOULD FOLLOW THE FROYISION or ADEQUA~JI: DISTRIBUTION AND 
~!REHOUSING 01 ALREADY EXISTING AGRICULTRUlL PRODUCTION. 
(DETAIL!D INrORMATION SOUGHT PER RE1TEL, RECEIVED AFTER 
OUR CALL, IS NONETRELJl:SS MORE APPROPRIATE TO THE EF10RTS 
or THE FAS ATTACHE, AN OFFICE ABANDONED or FAS' STArr OR 
CONTACT SINCE MID-1E!RUARY.) 

e. MINISTER IZADI INVITED us MANUFACTURERS or AGRICULTURAL 
EQUIPMENT TO SUBMIT INFORMATION 'AND PROPOSALS TO THE MARD 
IF INTERESTED IN ! LON~-TEP.M PRODUCTION POSITION IN IRAN. 
Iii!. SAID THU IN KEEPING l.'ITH IRAN'S NEV AGRICULTURAL 
EMPriASIS IT WOULD sn;:c·r THRFE (:3) COMPANIES TO PRODUCE 
AND SELL HERE. THEIR ABILITY TO PROVIDE SERVICE lND SPARE 
PARTS WOULD BE THEN INTO ACCOUNT. INTERESTED COMPANIES 
SHOULD PROVIDE CATALOGS 01 TH~IR PRODUCTS WITH PRICES. 
EMB011 AS~ED 'HAT THIS POLICY INDICATED FOR THE FUTURE O! 
FOREIGN FIR~S ALREADY HERE (SUCH AS ROMANIAN TRACTORS WITH 
MASSI? PERGUSON AT TABRIZ AND JOHN DEERE AND INTERNATIONAL 
BARV!STFR AT ARA~) ~ND THE MINISTER SllD THlT THOSE 
FACILITIES COULD BE C~ANGED. (NOTE: OUR COMMERCIAL STAFr 
AND rAs FSNS WILL COORDINATE E110RTS TO FLESH OUT THIS 
l~VITATION AND REPORT ACCORDINGLY.) 

e. DUBIN} THE 25 MINU'?E3 wr. lillRE UPT WAITING FOR THE 
APPOINTMENT iE EXPLAINED TO MARD orrlcIAL MAGHSOOB-POUR 
THE OUTSTANDIN~ $21,7~0 DEBT TO OUR DEPARTMENT or 
AGRICIJLTURP: rori ADHNC~S 1·0 IRAN UN 10RESTRY TRAINEES. 
BE OrFERID HIS ASSISTANCF. IN RESOLVING THE ISSUE AND OUR 
r1s rSNS WILL CONTACT HIM. MAJHSOOB-POUR, A 2~ YEAR 
VETERAN WITR THE MARD, SAID THAT THI MINISTRY WAS BEGINNING 
TO RESUME WOR!. ITS ZIERARCBY IS REDUCED FROM NINE TO 
FOUR llNDERSECRETARIES, ONE or WHICH IS l CARRYOVER. 

1e. BIOGRAPHIC: DR. MOHAMMAD IZADI, REPOPTIDLY 53, IS 
LEAN, ALMOST BALD AND WITH BEARD. BIS ENGLISH IS ALMOST 
FLAWLESS, BIS SPEICH CARElUL, ARTICULATE, AND CONSISTENT 
WITH A CONFIDENT BEARING. HI ATTINDIE THI UNIVERSITY or 
PENNSYLVANIA AND OBTAINED BIS PHD (BELIEU IN AGRICULTURAL 
SCIENCES) FROM TBE UNIVERSITY or ORIGON. Bl VAS MOST 
RECENTLY A FROFESSOR OF AGRICULTURAL SCllNCIS AT THE 
PAHLAVI UNIVERSITY AT SRIRAZ, BE IS ALSO A fARMER AND 
SAID BE GROIS CHIEFLY TOMATOES AND CABBAGE WITH SOMI RICE. 
BIS MA~NIR TO~ARDS EIS VISITORS ~lS COOL AND BARELY CORRECT. 
WITHOUT REAtlNG TOO HUCH INTO THIS ONI CALL, THERE WAS 
LITTLE WARMTH IN HIS REClPTION (WHICH 1rTER A LATE 
ADMISSION B! READILY, AND WITHOUT APOLOGY, INTERRUPTED WITS 
A LONG TELEPBONI CALL), HI APPEARED PRIMID TO DELIVER, AS 
WE WERE TO TA~E, HIS LIC~S ON US rOREIGN POLICY. BIS 
SlgRE AND Bl ALL APPEARANCES IMMUTABLI YIIWS CONCERNING 
TH S PRISS NOT SURPRISIN} EVEN AMONG SUCH BIGBLY AND 
IJS OCATID fRANIANS, IS MARRIED ~ITB A BLINDNISS CONCERN-
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ING THE FABRICATIONS AND DISTORTIONS BIING JED THE IRANIAN 
PUBLIC BT KHOMEINI AND BIS "TRUTH SQUAD." IZADI SHOULD 
BE AS WILL QUALIJIID JOR BIS PORTJOLIO AS ANT MINISTER IN 
TBE JAZAGIN CABINET AND HIS PRIYATI IN!EBPRISE LEANINGS 
BODE WILL JOB A PRAaHATIC APPROACH TO A SECTOR CURRINTLT 
DEVOID 01 INYESTORS CON1IDENCE. THIS, OUR JIIST START 
AT DIALOGUE WITH BIH, SHOULD IDEALLY BE JOLLOWED BT 
SECOND LEYIL CONTACT I1 STAJP R!SOUiCIS PERMIT. IZADI'S 
CLEAi RECOGNITION 01 IRAN'S NATURAL INCLINATION TO THE 
US IN AGRICULTURAL HATTERS NEEDS CARE1UL TILLIKG, 
ESPECIALLY BT OUR PRIVATE SECTOR,TO Of&RCOME BIS SUSPICION, 
IF NOT HOSTILITY, TO USG POSTURES. NAAS 
BT 
#4625 
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In the Na.me of the Al.m.ighty 

OFFICE OF 1''.IE MINISTER OF FOREIG!l AFFAI; 'o 

May 20, 197'.' 

,.,,,rable Yr. Secretary of State: 

'··1r Excellency's letter dated.May 13, 1979, wae received with pl0:_w.,rc. 

I "!'Preciatc; the congratulations and good wishes that you hav~ exprr·sse-1 
.,, the occasion of ms appointment as Minister of Forei.:;n Affairs of the 

h "visional Government of the Iellllllic Republic of Iran, and wish t.o aG'3i:r<' 
Y .. 11r J>xcell '>'iC:t mnt.;ally that the Islamic Republic of Iran is also ready 
t-. co-oper:i.tc in the joint issues and matters of common inter2st to th•, 
' " · '~0•1n tri i?S. 

!11 u1k ~'OU for informing me of the appointment of Mr. Cutler as the Ambas­
" .•tor of th,, United States of America to Iran, and I hope that as soon ~s 
11 .• • atrnosph,,re of dlplomatic relations between the two countries beccrn:>s 
• .• v·1rablC' he can proceed to Iran and commence his duties. 

: w1•lcome your views on the necessity of full and frank exchance of v~.oWL, 
vi ··ther directly 'Jr throUt,n representatives of the two countries, :>nd in 
, "rnui t of tl'lat idea may I set forth the following point and invl te ;·011r 

.,. .. clal attention to it: 

~· Secr•~tary of State, 

'"'· sbt·• .in your letter that your government has no intention 'to lnterv""" 
"' ·1n:• W'lj' in Ir11.n 1 s internal affairs. I appreciate this e>'pli<li •.ness. 

~ .. v.,:·. l :-.:we to state that in the v~· e of the provisional rov•:· t'T\"l'.'nt 
· the Id.;,. Hc:·cblic of Iran the re lution dater! May 17, 1979 of ·:o"" 
.. 11tr'J'" ~5->cte concerning the penali ation of thC' former r••i::lmr-''· 
·1111inals d0~" not at all comply with he above princi11le, but l·; ,. cJ.,.;r 

11 ... tanco of intervention in our country's internal affairs wid, tl.0r•'by 
""pel l<>d, ttrn Iranian Government stron~ly protests a@linst th-'lt 1 in<:• 0" 

"I.ion 'UJCL ,.,,.;elution of the United States Senate. 

i' le a sourC'e of surprise for the Iranian people who wonder how it was 
't when tL·• past regime was ruthlessly felling down our youn,~· people 

•· .. i'njtec cit:.tes Senate remained silent and did not seem to foe] th3t: 
•", "' rl:c!oto; were being violated in Iran, 11hereas now thl!.t t>1e revolnt ; ... 

t ri 'lmphµ(} and the cx·iminalc - rer:ardless of their rPl i(:·iour: affi ·1 in.­
- Arc w. ted th•: peaal ty of their deeds, it has raised t!;g c-r:y of 

.,,, r:•::i ts violation in Iran and supports those who have comrni tteJ th,• 
r s'""·'e f .1] crim0s for more than half a century. 

--onfi:\m,t tJ1at Your Bitcellency is quite familiar wich ti.c "•ct t•"t 
·_i.' t.}.1 \r·Jnr.tp:il and continuous otjc·ctiv~s ·of t,h~ IY~~1ii.~i: f""·)!'l ~':·.-

\··t ·,.,,, to hrin5 to P.t"l any soi:t o'!' interveutinn r.~: fo1·•·i: ... ·~'"'."'~ i:, 
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the ir>t< r.,al aff.~.h·s of their country. Unde,- tl:>Jse co:i.:ii +ion" ·a ..... ~. 
Dtat<, w.i t!1 cone.;,-,, tl • .-.t n0t only does the actior. t,,,b,u J:.:r "'"'-T 
cr."m :ey 1 : Sena' c not. help to ·create mutual underztw1di·1..; .:in1 a b ... s.-" !'o:i: 
frtti tf1'1 .·,o-opr:ratlon ao cited in ;/ottr letter, b.;t it compel 1.:.; t;, ... 
Irani3.l. :;ovcmment, under strong pressure from the nation'~ rurilic 
opinion, to ma:'" revieioiai in its ties with the United States "nvc·m­
inent in t.;._ tlirection of limiting them, 

I :issux·c Your £xcellenc;r that my government is also desirot1s of 
es t_.blln:.ini; close ties ot friendship and co-operation with th" t'ni ted 
States o;· America. on the baaia or preserving the country's independence 
and nat.ional interests and baaed on mutual respect, But these relat5.ons 
as also rointed out by Your Excellency, must be based on a new foundatio1 
In tho view of my ~vemment this foundation is consideration and resp~c 
for the feelings and aspirations of the Iranian people and acceptance 
of the ro>lities derived trom their heroic revolution, 

I assure you t!lat in the event thi; new relations between our two count ri 
are founded on the above bases, they will constitute a favorablti !::round 
for th., l:inds of co-operation mentioned in Your Excellency'" l<!tti·r. 

I mutHally wish for an opportunity to meet you in the f\i.tur•'· 

With regards, 

/s/ Ebrahim Yazdi 

!1, 1'."x~. Cyrols Vance 
'l'lw SenrHtary of State of the United States of AJ.1erica 
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D, \.J£ ARE SE'.RtoUSLY CONCERNED AT· PROSPECTS TKAT {>f.frlO~· 
srnn !OHS MAY Tliifli:ATU THE SAFETY Ofi~M~ICAN EMB~S"I' 
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l1·'1'RICAN El'!&ASSY"COltfPOllM> ~.., rrs Pt.ll$0'4N£L. . 

r. 't.lt rl.'30 REQUEST TH,.T STEP~ S~-1Al(!N TQ."1~VENf 
srfi;PtJLF.D DE:":ONSTn.ATlONS WHICH '""Y'.l'!~E l/IOUNT P'ROll't 
1~id!ATE~'INC THE ~~lllJSES Of TH.£ Al'liRHlrfl t{11liA<:$Y.· 

·• I.IE ·.nLL. ~A MWHIL'E>, l'!AKF. .SAMf: POI ~rs TO IR M~UN El'\BASSY 
lif!lE ON AN t'RG£NT :e~szs. CHR 'ESTOPHER 
n 
• I Sl:· 
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IRANIAN ECONOMIC TRENDS 

A REPORT PREPARED BY THE AMERICAN EMBASSY IN TEHRAN 

JUNE 1979 

~ 

by mid-1979 Iran's economy was •till in the main paralyzed as 
a result of the revolutionary t.ui:moil which ushered in th• Islamic 
Republic last February, Despite deceiving el-nts of normalcy, 
auch as basic infrastructural services, the level of productive 
economic activity is still less than half that of a year ago. 
Agriculture has been least affected and within the industrial sec­
tor, food and pharmaceutical industries are near normal operation. 
It is estimated, in the absence of any official economic data or 
estimates, that the real GNP declined some 20 percent in 1357, the 
year ending March 20, Economic recovery is seen as a medium term 
prospect and one determined more by political than economic factors. 
Iran's revolutionary leaders inherited an almost moribund econoily, 
but also the fortunate factors of high foreign reserves, low pub­
lic debt, the revenue oil base. and long-term potentialities which 
justify moderately ambitious social and economic aspirations. The 
impact of the revolution on foreign COllllll8rcial interests in Iran 
has been adverse and substantial. The status of moat pre-revolu­
tionary contracts is still uncertain and businessmen are advised 
to obtain the latest information before visiting Iran or navigatin9 
its still revolutionary waters. 

CURRENT ECONOMIC SITUATION AND TRENDS 

MARCO ECONOMIC SITUATION: Iran'• post revolution economy remains 
in serious disrepair as of late June, This reflects in great 
part the continuing nature of the revolution, which saw the Monar­
chial Government overthrown February 11. Iran is governed by a 
Provisional Government and awaits the seemingly illusive process 
of adopting a new constitution and electin9 a permanent government. 
The impermanence of government and wide-spread nega~ive expecta­
tions foster the continuing economic malaise. The Revolutionary 
Government and authorities inherited in February an economy, already 
suffering from disequilibria, shattered by pre-revolution strikes 
and concessions to workers. Industry, apart from the generally 
strike-exempt food and pharmaceutical sectors, was virtually mori­
bund. The construction sector was shut down. Commerce was suffe­
ring from consumption slackness, customs embargoes, and an almost 
bankrupt bank system. The oil sector was barely meeting d0111eatic 
requirements. Agriculture, alone, appeared little affecteC by the 
traumatic events. But, unlike most revolutionary benchmarks, Iran's 
new leaders inherited a good foreign exchange reserve, low public 
debt and the hard currency revenue earning power of the easily 
resumed oil sector. 

97 



Non econom:..c ta-:tors have been pre-eminent since the Chdnge of 
ment. Typical .:if most revolutions, priority is given tc the "purif 
tion process," <ind economic consequences thereof are ;;ubordir.ated 
revolutionary goals. Thie "backward looking" phase of tht! revolut.i 
seems not yet comolete. Contracts, financial movements and persona 
wealth accumul<it1on are all scrutinized and revolutionary justice 
out to those cons1de1·ed guilty. This process has not enhanced the 
tors requisite to economic recovery -- the fabric of authority, eff 
tive decision making, worker discipline and positive expectations. 
the contrary, a majority of Iran's senior governmental and business' 
leadership has oetin removed-·- imprisoned, executed, voluntarily exi 
or. just told tci vacate-- and with the continuing aubstantial loss 
middle level managers, professionals and technicians through emigra 
Iran's economy ls suffering from lacK of adequate leadership and ex 
tiae, with the concurrent erosion of authority with all its coneequ 
ces. Officials, public and business, are reluctant to make decisio 
and their subordinates, likewise fearing the uncertain consequences' 
from action in this continuing revolution, impede the execution of 
programs. 

Many aspects of lran's post-revolution economy are almost disconcer 
tingly normal. The infraatructural fabric of water, electricity, 
telecommunications, post, petroleum supplies (and record traffic) i 
essentially sound and supports ones expectations that all else shou 
likewise be ncrmal. Offices are staffed and banks and most stores 
open, but the functional level of the economy is still well below n 
mal, a factor understandable in a revolution, but nonetheless often 
hard to appreciate in the midst of "normal" trappings. In June, a 
senior government off1cial said that Iran's industries were working 
at 40 percent of capacity; 40 percent of "normal" may have been wha 
he meant. He recogni.zed as impedinents to economic recovery the sho 
tage of credit and uncertainties. 

Few economic data are available since September 1978, the beginning 
of revolut1onary Lurmoil. The Central Bank's Annual Report, which 
pL·esents th"' yt<a< 's economic data, will not be available before Sep 
tember, at least three months late. Our best, educated-guess esti ' 
of economic performance in 1357, the year which ended March 20, 197 
is a GNP in c1.art:nt value of some $70 billion, down 8 percent, ver 
sus a 17 percent increase in 1356. At this level, per capita GNP 
would be $1,988, off 10 percent. We estimate that in const~nt 1353 
prices the GNP tell about 20 percent to $44 billion, which compares 
with a 2.8 percent growth in 1356. The tall in GNP was a consequen 
of the political turmoil which led the country to near economic par 
lysis. Oil production, erratic during the fall, fell to a bare sub­
sistence level December 26, with exports curtailed until March S an 
valued at but $14.8 billion tor the year. Value added in the group 
of industrial sectors declined by at least 20 percent, with constru 
tion the most depressed sector. Government expenditures contracted 
to just about the payroll minimum by February. 

Moat observers do not anticipate full economic recovery for at leas 
several years, so drastic have been the shock waves of the revoluti 
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The oil sector, nuw men._ ess.,ntial to the economy, is producing at 
an average 4 million B/D, almost 40 pexcent below the level a year 
ago. But if tt.is levt:l is sustained, production in 1358 will be 
roughly t!qua.l to last 'year's. In 1978, oil production at 1.9 Bil­
lion !bl:> was d,A;n B. 3 percent. Revenue, how.,ver, will be at least 
40 percent greatt:t, tunning now at an annual rate around $24 billion. 
Industry, little '""0vered, and construction consideied but 20 per­
cent of normal, will depr·.,ss the GNP. Agriculture will probably 
post a negative tlgu«e since, apart from even to favorable prospects 
for wheat (5.4 million MT), soya and dairy, meat, rice and other 
production prospects are down" Fiscal policy is reportedly to be 
expansionary, but by the time the yet embryoric 135a budget is adop­
ted, obligated and disbursed, little economic impact will be felt 
this year. Foieign non-oil trade will be but half previous levels, 
with imports not exceeding $9 Billion. Major projects are either 
cancelled or inoperative, awaiting reconfirmation and remobiliza­
tion. Unemployment continues as the country's primary economic 
and political issue, and Government leaders have complained con­
cerning the "Workers' Dictatorship." Inflationary factors have 
built up and are expected to be unleashed by economic recovery, an 
unfortunate price but hard to avoid. Private investment, down 
slightly in real terms in 1356, is absent and will unlikely occur 
in the private sector given prospects of increasing nationalization 
and other uncertainties. In summary, Iran's economic performance 
in the near-term will be conditioned principally by its political 
environment, Continued uncertainty will impede recovery; restora­
tion of stability and achievement of a reasonable level of economic 
activity will require substantial government initiative. Fortunately, 
if oil production is maintained at or near a 4 MMB/D level, feasible 
even without foreign technicians in the short term, Iran will not 
face financial resource p1·oblema., 

Economic policy is still in a state of tlux. All that was past is 
suspect. Shia lslam apparently i~ sufficiently flexible in much of 
the economic area thdt, apart from an oft-declared tenent of private 
property rights and an equalitarian thrust, policy determination 
would seem more a product of Iran's third world po:;1tion and per­
ceived socio-economic needs. The eventual mix of private and public 
sectors in the economy may be quite different fxom the currently 
increasing public intervention in the economy, which is justified as 
necessary due to the chaotic post-revolution conditions. Numerous 
changes in policy have been noted, witness the nationalization of 
banks June 7 and insurance June 25. Nationalization authority is 
currently pending for the industrial and agricultural sectors. Mini­
mum tax liability has been raised and the range of government sala­
ries narrowed. Trade policy seems to favor autarky, the relaxation 
of price controls, reliance on market forces and greater attention -t,tr 
the priorities of the rural/agrarian sector. "Show-case" projects 
and sophisticated military systeme are out. 

Iran, ae we have said previously, has better than average long-term 
proepecta. With oil reserves of around 60 b i.llion barrels, ·the 
world' a eecond largest known gas x·eserves and a not insignificant 
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min~als sector, its foreign exchange earning potential is 
of supporting a moderately ambitious long-term development progra 
Eai;rily overlooked in revolutionary rhetoric is the fact that from 
th~ overly ambitious, oil-boom spending spree, Iran emerged with a 
mu'.ch improved infrastructure, higher level of literacy and man- :;: 
p(:,wer skills and per qapita consumption capable of supporting a 
.larger indigenous industry. Revolutions are seldom efficient, and 
Iran's has cost it dearly in human and physical terms. Its chal­
lenges include a population growth of some three percent, still­
high adult illiteracy, a badly skewed income distribution and 
social factionalism. The country now must find or develop new 
political and everi social fabrics and a self-identity that can be 
directed constructively to attain its individual, social welfare 
and economic aspirations. 

FISCAL DEVELOP~NT: Iran's fiscal performance has been abnormal 
since late 197~ Disbursements for major capital projects gene­
rally ceased and arrearages from 1357 persist. current expendi­
tures have c;ontinued to be restrained, hardly exceeding payrollin9'~. 
Foreign lending and investment have been negligible for over a 
year and will continue so. Tax collections ceased last fall and 
an amnesty on payments was granted until June 21. Debt financing 
through bonds and foreign credits ceased by October and neither 
are considered short-term revenue prospects. Expenditure restrain 
is credited with minimizing the government's 1357 deficit to below' 
$3 billion. Government external debt is virtually current, but 
early resollition of payments owed foreign companies is problematic,, 

A temporary budget for the first quarter of 1358 has expired and 
a permanent budget is, at this writing, pending approval. The 
budget is reportedly rials 2240 Billion ($31.8 BN), with Rls. 800 
BN ($11.3 BN) allocated for capital expenditures and the balance 
for current and miscellaneous activities. These levels are sub­
stantially below those authorized for 1357, but probably close to 
actual levels of spending in the last two years. Government com­
pensation features have been trinuned to offset somewhat the sub­
stantial basic pay increases granted last fall. The chief announ-' 
ced tilts in the budget favor agriculture, rural development and 
housing. Decisions are still awaited on the continuation of most 
major projects, but the overall capital allotment appears adequate, 
especially in light of the lag between decision and disbursement. 
The chief issue will be the political capacity to allocate and 
disburse. The learning curve of the new leadership, lengthened 
by the weakened second level manpower support which has been deple .. ·. 
ted by; emigration or revolutionaryfevor must be taken into account 
in expectations. Another issue will be the ability or will to cle 
up the sizeable arrearagea from 1357. A projected $5 bn deficit 
is to be resolved by higher oil revenues and personal (not institu­
tional) government bond purchases. Receipts from Iran's $7 billion. 
external, non-monetary protfolio, should be around $1 billion • 
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The net of revenues from a major tax amne.-::y program and the results 
from a large increase in personal tax exempt income is hard to cal­
culate, but non-oil revenues seem destined to be a smaller share of 
the resource pie. 

MONETARY AND PRICE OEVELOPMENT1 Iran's banking system was reaso­
nably operational at this writing, The health of banks was uneven 
prior to the June 7 nationalization with about 15 banks highly 
liquid and about six deposit banks in substantial foreign arrearage•. 
Banks reopened after the revolution on a regular basis l:lUt with 
erratic service; the foreign exchange DIBrket has been particularly 
chaotic, with Central Bank regulation• changed almost completely 
May 5 and revised often since. Bank management, as elsewhere in the 
economy, was shattered, with about two-thirds changed. Revolutio­
nary COllUllittees often controlled even the moat routine transactions. 
An a~esty on payment of commercial instruments was granted through 
June 21, at which time all except penalty fees and interest would be 
due. With bank nationalization, there came an almost complete change 
of management in the private and mixed capital banks. It is antici­
pated that with the government now liable for all claims on the ban­
king system, the problem of weak banks as well as the reluct;ance of 
most banks to extend credit will be resolved. Continuing postpone­
ment of domestic and private debt repayment to banks is expected1 
most banks, on the other hand, are current on their domestic and 
foreign debt. U.S. banks, with direct outstanding• in Iran of about 
$3 billion early 1979, are slowly reducing their exposure. As in 
the case of other foreign banks, they are booking little new debt. 
The issue of compensation of foreign as well as Iranian private bank 
shareholders has yet to be deter111ined, but the Provisional Govern­
ment has espoused the compensation principle. 

Official monetary data are not available since October 1978, but 
liquidity (M2) is thought to have increased by ~ive percent from 
September 21 to February 19, with notes in circulation up 103 per­
cent and savings and ter111 deposits down 20 percent. Thus, the dec­
line in velocity of money offset almost entirely the large note 
issue activity which was required to sustaj,n banks during the period 
of heavy withdrawals. Notes in circulation of March 20, were Rials 
912 billion, compared with Rls. 450 ·~illion September 22. The Cen­
tral Bank has not yet reinstated the reserve requirement• reduced 
last October and banks are not required to purchase .~overnment bonds. 
Liquid banks have been enrolled in the Goverlllll8nt's program of cre­
dits for economic recovery, which were made available. in May to 
industry, agriculture, lJousing and various state-owned companies. 
interest ~ates or •fees" are six percent or leas. The Central Bank 
is concentrating on bank recovery and has not yet• adopted a mone­
tary budget. It does .. ek, however, a negative note issue for 1358, 
which would be aided by Rial repatriation. Iran appears to face no 
short-term difficulties on ita external ac:counts, Preliminary 
eleven month balance of payments data suggest a 1357 basic foreign 
exchange account balance in balance to slight surplus. Official 
foreign exchange in mid-June, after some three months with virtually 
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no oil receipts, were a little over $10 billion. Assuming payment• 
in 1~58 ~t $13 billion, off overo.itO percent, and oil exports (crude 
and product) averaging 3.4 MMB/D, Iran'• current •urplus could reach 
$10 billion, with end-year reserves of over $20 billion. Such a pro•­
pect may tempt Iran to repay high co•t foreign debt, enjoy a cushion 
until the level of economic need is restored, reduce the earnings ' 
rate or escalate expenditµrea. There is debate concerning the exchange 
rate policy, with argument• pro and con on devaluation and revaluation. 
The Central Bank has a two tier rate, with officially sanctioned 
exchange needs sold at Rial• 70.60 to the Dollar with other exchange 
purchase& sanctioned at al:als 79. 00. Non-oil export earnings benefit 
from the higher Rials 77.50 •elling rate. 

TRADE DEVELOPMENTS: Iran'a trade fell substantially in 1978 and i• 
expected to be off some 40 percent from that level in 1979. The mo•t 
recent Iranian trade data are through December 1977. Preliminary 
data for the f irat seven months of 1357 (through October 22) reveal 
non-military imports of $ .. 157 million, or an annual rate of $14 
billion. We doubt, due to the cuatoms and other strikes, that auch 
imports exceeded $11-la bn in 1357, with total merchandi•• payment• 
around $14.5-15.0 billion, versua $18 billion in 1356. Non-oil/fa• 
exports probably did not exceed $350 million in 1357. Receipts from 
oil exports should reach $21 billion in 1358 if production continue• 
at the 4 million B/D· rate. Non-oil/gaa exports, dependent largely 
upon the presently crippled indu•trial and mining •actor, should be 
off half. The 1358 import regulation• reflect not only I•lamic pro­
hibitions but a more autarkic philo•ophy. For example, vehicle 
import• are prohibited. 

Conditions at the ports after the revolutit.n were chaotic due to 
the prolonged strikes. Despite sub•equent preoccupationa with poli­
tical and manageaent issues, operations slowly resumed and Iran­
destined goods off-loaded in the Gulf during the strikes were deli­
vered. Then ethnic/political problems in Khorramehahr resulted in 
the closing of that port in May. Fortunately, almost all of Iran'• 
food imports, which in turn account for moat current import activity, 
enter through other, calm ports. Imports in customs' holding areas, 
abandoned or benefitting from a warehouse-coat amnesty, are sizeable 
and becoming a problem. Lack of liquidy, again, is a major impedi­
ment to resolving this problem. Financial terms for trade are new. 
Most exporters to Iran desire a confirmed Letter of Credit and most 
Iranian banks have in turn asked for a 100 percent prior deposit. 
It is too early to see whether thia obstacle will lessen due to bank'• 
nationalization. Iranian exporters must agree in advance to ••11 
foreign exchange proceeds to the banking ayatem. 

INFLATION ISSUE: It appears that Iran will have to pay the price of 
high inflation as a coat of economic recovery. Ita rate of inflation 
was braked in 1978 due principally to a slowing of the economy and 
policies which affected real ••tate prices. The wholesale and con•u­
mer price indexes moved an avera.,. 9.4 and 9.7 percent in 1357, con­
siderable declines from the double digit previous rate•. Unfortunately, 
the coefficients of these indexe• were virtually inapplicable during 
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the last half of 1357 due to the changed expenditure patterns 
caused by the economic paralysis and uncertainties. Thus, we 
consider more ltkely 1357 inflation rates of 15 and 11 percent 
CPI and WPI, w1 th a GNP implicit def.lator of 12. A recent exami­
nation of current pr1ce movements suggest an annual consUll\er price 
1nflation rate of 15-17 percent. Real estate pr .1.ces and x·ents have 
declined. Utilities are down slightly while transport and clothing 
costs are up somewhat. Food costs, apart from the generally sub­
sidized staples, push the index up. Fruit, meats and vegetables 
suffer periodic shortages and prices in some items will run two 
to ~e times a year ago, overall, food costs are up some 30 per­
cent in \:he last six to nine months. Spare vehicle and machinery 
parts, plastics and industrial chemicals are in short supply. Th• 
Government's price policy is not yet determined. Food subsidies 
appar•ntly will generally continue. The wage increases of last 
fall, shortages, pent-up demand due mainly to political factors, 
decreased productivity and the prospect of increased Government 
spending and consequent lessening of unemployment togethe.r sup­
port a prospect of high, over 30 percent, inflation in the near 
future. Essentially, a moderate price movement in the near-term 
would be a consequence of economic inactivity, low demand1 high9r 
1nflation rates will be an unavoidable price of near-term economic 
recovery or stagflation will develop over the longer term. 

LABOR CONDITIONS: Unemployment is perhaps Iran's greatest eco­
nomic and political problem. It's magnitude is disguised by the 
present policy ot voluntary or involuntary employment at previous 
levels regardles8 of need. Few reportedly are participating in 
the Government's unemployment Loan Program, financed at Rials 10 
billion a month. Nonetheless, many wonder when the cushions of 
personal sav•ngs and societal relief will run out for the several 
million unemployed and millions more underemployed. These are 
found particularly in the depressed construction and transport 
sectors, with slacKness in in:iustry and private services also con­
tributing to the problem. The costs of compensation for little 
or no work will eventually have to be paid by the economy. A 
familiar s1tuat•on is a factory with virtually the same complement 
of employees as a year ago, but producing 20-30 percent of nor-
mal and paying htgher wages. In commerce, employers maintain 
staffs out of their pockets, awaiting an upturn in business, 
Government buxeaucracy, like private, is still pre-occupied with 
political and organizational concerns. Ironically, Iran's new 
nascent labor movement, having successfully flexed its muscles 
during the pol1t1cally motivated strikes last fall, faces a depressed 
economy and urgings ixom the revolutionary leadership to foresake 
material goods and sacrifice for the revolution, Indeed, even the 
off-frustrated fo~mal Government recently established a special foroe 
to regulate labor and put down worker interference in operations. 
The Government's fiscal program is said to include employment crea­
tion in the rural areas which it hopes will induce migration.from 
the urban centers. 
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THE ENVIRONMEN·r: Iran's poli t.ical and econoinic environment is 
still revolutionctry at this June writing. The populace awaits 
certain speccfic and ct.her, nebulous developments essential to 
a perception of security and motivation to work and resume nor­
mal economic risks. Amnesty of political prisoners and others 
considered suspect. is seen by many as a requisite to clear the 
atmosphere of tear and uncertainty. Likewise, adoption of a 
new constitution and election of a permanent government with 
general public acceptance is seen as necessary to reducing the 
political malaise and negative expectations. Establishment of 
an adequate and just security and judical system is also sought. 
The diffusion of authority among governmental and revolutionary 
fabrics persists. Westerners, as well as western trained Ira­
nians, often feel the effects of the revolution's judgement 
against western influence and presence. While physical danger 
has lessened, the atmosphere can be inhospitable. 

IMPLICATIONS FOR THE UNITED STATES 

The economic impact of Iran's prolonge·d paralysis and revolution 
on its foreign suppliers of goods and services has been signifi­
cant and will be felt for some time. Foreign exports to Iran 
fell dramatically from late 1978 and orders in the pipeline are 
almost exclusively food, pharmaceuticals, paper products and 
spares. U.S. non-military exports, which increased in 1978 by 
$1 billion to $3 7 billion were but $245 million the first quar­
ter of 1979, off 72 percent. U.S. export potential remains good 
in agricultural commodities and such shipments havs resumed at 
normal levels. Investment prospects are, of course, uncertain 
and U.S. joint ventures in many cases are anxiously awaiting word 
on their future. Some, as is the case in the minimally affected 
food and drug industries, report a brighter situation. 

Many Iranian Government contracts with foreign firms have been 
cancelled, few have been reconfirmed and a good number remain 
in suspense. One calculation of the value of cancelled civilian 
contracts with foreign firms is $38 billion. The value of can-
celled military-related contracts with the United States is at 
least $15 billion, apart from many related services. To the extent 
that these sales are. not redirected, the loss to the U.S. economy 
must include the multiplier effect and loss of u.s. employment. 
Among major civilian contracts declared or considered "dead" are 
the aromatics plant at Abadan, Kalingas LNG, the two French 900 MW 
nuclear power plants, the Tehran/Khorramshahr/Bandar Khomeini (Ex-
Shahpour) railroad electrification and Tehran's Center City Deve- .,1 

lopment "Shahestan ". Projects presently considered unlikely to be 
continued or, if so in a highly modified form or not with foreign 
contractors, include Tehran's International Airport, the Qom-
Bandar Khomeini Highway and Tehran-Tabriz railroad electrification. 
In the undec1ded but. unlikely column are the IGAT II 9as pipeline, 
the two German 1200 MW nuclear power plants (over two-thirds com­
pleted), the rtalia.n sceel mill at Bannar Abbas, and Tehran-<.s Metro 
subway. ProJects to be continued include the Iran-Japan Petro Chemi-
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cal a:>mplex, the Sarcheshmeh copper complex, gas recovery/ rein­
J~~tion in Khuzestan (though modified) and, also in modified form, 
the telecommunications pro'jects. Businessmen are urged to contact 
the Departments of Commerce and State to obtain the most current 
information concerning specific projects as well as general econo­
mic conditions in Iran. 

Most foreign firms having outstanding contracts or joint ventures 
in Iran have resumad contact with their Iranian colleagues since 
the revolution. Many believed that had they not returned --
and some did not interrupt their presence -- it would have indi­
cated to the Iranian agency something between disinterest and 
culpability for past actions in Iran. The results of renewed con­
tract have differed greatly, but on the whole the foreign business­
men see their visits justified even if all issues were not settled. 
In many instances the foreign businessman has found that the govern­
ment was not yet able to obtain a decision on a given contact. 
Public agencies, in cases where renogotiation has occurred, appear 
in general to seek downward modifications in contracts, a decrease 
in unit labor costs, lower expatriate presence and a waiver by the 
foreign firm of demobilization/remobilization and other costs 
relating to the revolution. Thus, even when a contract receives 
a "Go-ahead", the foreign firm, in most cases reluctant to resume 
work until arrearage& are cleared up, faces some difficult public 
policies. Iran's formerly large foreign population is reduced to 
a few thousand legally documented workers. The former u.s. popu­
lation of at least 45,500 is down to several hundred, excluding 
permanent resident dual nationals. A new and highly restrictive 
foreign work permit policy seeks to maximize employment of Iranians, 
but will make difficult the resumption of old or execution of new 
contracts. 

The Embassy continues to provide current guidance on travel to Iran 
either in response to direct queries or through Washington agencies. 
While many U.S. businessmen have continued their work or returned 
permanently or periodically without incident, there have been nwne­
rous instances in which businessmen have been detained, restrained 
from leaving Iran or subjected to varying forms of employee harass­
ment. The Embassy's Security Advisory late June continues to recog­
nize its inability to afford normal protection to American lives 
and property. Business travel for specific objectives, other than 
general commercial promotion, may be warranted, but visitors are 
urged to obtain a current assessment before initiating travel and 
to maintain contact with the Embassy while in Iran. 
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CONII:ENTIAI, 

COMMJ;NT: GIVEN CUR!!ENT B!T,HRRAL F?.ICTIC~, 6E DO tiOT 
- EXPECT HUCH IRANINA LARGESS. 

t~YPT - - DESPITE ·rnE EARt.Y HARCi! nor A~NOUNCEME·1·r OF 
- S~SPENSION or PURTHER AID, SALIMI !!tFERBED to PENDING 
- PROGRAXS THROUG:I 1'H!: JOINT INVES1'MENT COMPA~IES IN A 
- ~AY TO I~DICATE TEAT TEET ~ERE ALIVE. 

HNEGAL - THE PROGRAMS, TERMEt "N'J:VER PROVEN VIA.BLF" 
- J.HE DEAD, 

INDIA - DISBURSl~ENTS A~AINST THE !UDREMU"g IRON PROJECT, 
- ·~HICH HAVE BEEN VIRTUALLY CO"IFLETE.t, REMAIN SUSPENtEr: 
- DUE TO PERF0\!:'1A1'CE DISPUTES, 

OPEC FUND - DR. SALIMI SAID THAT IRAN RECENTLY REFUSED 
- TO RESPOND TO A FINl~CIAL CALL AN; RlISE~ ~I!R T3! 

f
- FUND ITS CONTINTIOti THAT IR,N'S QUOTA DOES ~OT 
- PROPEPLY REILECT ITS OIL PROtUCTION RSLA~IVE TO OTPER 
- MEl1BEP.S. TrlE P~RTICULAR REFi.:RENC~ '/AS TO HUD! ~-RBU. 

I
-SALIMI SAID TEAT IRAN'S COMl'H'flqNT or $423 ~ILLIO~ 
- (INCLUDED $120 MILLIOi FOR IFAD)'COM?ARES tl~H $&15 
- MILLION BY SAUDI ARABIA, A MUCH LARGER OIL PP.OtUCER 
- AND CO~SIDERA3LY BITTER OFF. HE S!ID THAT DISBURSF-
- MENT llY IRAN 'l-0 THE FUND THUS FAR .EXCEED ~2~0 MILLION. 

t. FOREIGN INVESTMENT: DR. SALIMI SAID THAT THE 
REVGLUTIONARY· GOVERNMENT'S POLfCY or FOREIGN INVES'f.>1ENT' 

I IS S'I'ILL UNDER· STUDY, BUT I-N THE M!AN,HILE 'l'HERE ARE NO 
•ptANS TC tISINVFST. HE AC~NOitEDDED CO~SID!!l~~E 

CkITICISM CONCFRNI~, THE PREVIOUS GOVZRNMENT'S FOiEIJN 
INVESi',1ENT. THE UCT THAT IN SU!SEQJENT nus l'HF. Pl!!!SS 
PLAYED PROXINEN'rtY THE TRAVEL O:i' HitUSTER OJ' INDUSTRY 
&ND MINIS TO ATTENt A BOARD ~EETING !O KRUPP l!!THiR SUG­
GES'i!.$ AN UNDiRSTANDABLE IRANIAN PRIDE IN SUCH FOREIGN 
INVESTMENTS. 

5. RE~ENUES FRO~ THE OIETA PORTYOLIO: DR. ASERAFI, 
SALIMI'S PaEDEC~SSOR, ESTIMATED TEAT INTERtS'l' !ND 
HINCIPAL RECEIPTS BY IRAN FROM THIS PORTFOLIO CF :l'OREIG~. 
&SSETS WOULD R!ACH $1.2 BILLION IN THE CU~REN'l' IR!NIA~ 
fEHt. WHEN EHBOFF MENTIONEL TRIS ESTIMATE, WI'IHOUT 
ATTRIBUTION, TO SALIMI, HE SAID IT SOUNDED HIGH, SUT H! 
THEN AtMITTEt THAT IN 3IS NEWNESS TO TRF. POSITION ~E 
REALLY HAD NOT ASSESSED TEI ISSUE. TWO P?.INCIP!L R?PA!­
MF.~TS, $403 MILLION :i'ROM T3E LONDO~ iATER 33Ailt ~Nt AN 
BT 
•64~5 
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ACCELERATED REPAYMENT OF $300 MIL.LIO•; ?r;OM THE HNI OF 
F2ANC~, ALON~ lILL ~RING IN $7~~ MILLIO~; INTEREST 'ND 
OTHIR PRINCIPAL SHOULD PUSE TH~ RFVENU!S TO OR OVER 
ONE BILLION BCLLARS. DRLINQU~NCIES ~o rA~F IN I~A~'s 
FOREIGN ISSISTA~CE PR03RAM ARE TaOS! ?E;v1ous1r REPO~TID: 
EGYPT, SUDAN AND PA[lSTAN. ElYPT'S ~EBi ~lS RISC~EDULID 
LONG AGO WE H~V~ NO DETAILS CONCERNIN~ SJDAN &~D 
PAIISTANSS DELIN~UENCY PUBLES ALONG ~ITiOUT ANI FO?~!L 
RESCHEJ:i'LING. ?.BVFNUE DATA FR0'1' T3E l:JVESTi'i:E:H PORFOLIO 
CONTINUE TO BE U~AV ULA BL E. · 

6. DEBT SERVIC! BY IRAN: THE OIETA IS .~ESPO~SIBL! 
FOR SERVICIN3 OF IR~~·s PD!LIC D!BT (DIR£CT AND, IF NfiD 
BE, GUARANTEED) lS WiLL FOE APPROVI~l ~LL rOR!Il~ DEit 
Oli' GOV'ERNWiNT A'.n.NCIF.5. H 1 TH~; U'l'l~P.Mll':'.''.~ O! 'l'HE 
REVOLUTION, Wl:iICR ~AS PRECEDED ~y CRIPPLING Bl~~ ANP 

nPUELIC SECTOR STRIIES, TH! OIETA WAS UNDE~ l!•lT PR~!SJ!1 
~TO EXPLAIN LAT'S ?U'1fnS A'·~!' TO 1A :}; Gc.,c,n o·~ t:!.il'l' 
'THE M~AF ]AD JUA~A~TEiD. IN SOM~ or TH~ L~TTJ! CAS~s. 
~THE OIETA tEfiRHID ON PAYMENT AS GUARANTO~ UHTil A 
iREASONABLE !FFO!T COULD !E ~'D~ ro J~T rL~ PRI~~R! 
~OBLIJOR TO PA!. ~a. ~ALIM! S'In ~j\~ ~al P11LIC 
~S~CTOR IS AL~OST CJR~~~T o~ ~IT~dNAL D1 ~r SER~ICB. 
p;xclPT IOtlS ArlE: TiE I~DUS'l'R!A.L c .u:nT !lU ~' 'ii:lS E 11<; ~" ·11s NOT GUARAN!FED ~' THl ~~Ar, ANt IRA~ T~~CTOa COMPANY, 

A SUiSIDIARY OF IDRO, BUT NOT ~U~RtH!i!D. DR. SALI~I 
tCOMPLAINID ABOUT T~E LLTE PAY~!~I P£NAL~I2S RY TUE 
8 USG (EXIMllAi< '., E'I' AJ,) A~Jt ASiED IZ, ,Hl. G.Q·~s1maaUOi~ 
;.~n· Tl:ii: .D.IFFICULTIES IUN HAD" 'aEE;-r THROU3H, WHICH '1ERE 
•NOT FINANCIAL, TiiE USG .COULD NOT FOR:Hh TllES't: A.MOllN'IS. 

:H:E"'SUD Tii\'!' THE on:u UD '?Hr S!1J<:HL .?;;NUTI:.s F.!:;-Qf(F, 
THE MITTER ~AS ~OTI~ED AND THAT NOW THE MiAF IS DJCLINI~G, 
CLAIMING FORCE Mt.JFURE. E.~BO!F HID HE UNt!RSTOCI: '!':iS 
CONCERN, BuT OBSERVED l'H'. T TH! P:fOI >'AS l'RYIN~ TO ;p 17 !: 
IT POTH WAYS. 30VIRN~IMT AGJNGIJ~ liiE iEJECTI~a iOiCE 
MAJiURE CLUMS i;y FCJ't:EIGN CO!"ITHC'I0?.5 CO~CE~NINJ. '•O'!I 
NOT :ACCOMPLISHED nu:u~; THE ?..EVOLUTIO.L :i:'1'BOFF lS {:1:;!) 
THE MAGNlTUtE CF THE PENUTIES .a.ND IF T!iEY '#ERE MOS:1! 
no~ THE USL iiE ESTI'lA.T:i:D THA.T TP.EY !l(H~l.\T~ TO 
OVER $1 MILLION AN~ TH~! ALMOST ALL 1AS FROM Tl! us~. 
EMBOFF EXPLAINED-THAT ~HE 'JSG HAS !.l?TLE LATIT1JDE IN 
THE MATTER OF DEBT COLLECTION, TO iRICH SALI~I SlID 
THAT IF T~E USJ PRESSES, Hi ~ILL HAVE TO SEEt TlE 
NEC1:SSAiY FUNDS FROM THE ECONOMIC COUNCIL. NAAS 
BT 
#6415 
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IHHINBFOMVll ESA049BRA274 
00 RUQMHR 
DE RUEHC #36'50 1751748 
ZNY CCCCC ZZ H 
o 241146Z JUN 19 
FM SECSI"ATE WASHDC 
~$ AMEMBASSY TEHRAN - IMMEDIATE 3zfJi11s 17 Sh 
c 0 N F I D E N T I A L ST ATE 16.3650 

f'OR CHARGE 

E, o. 1206'5 GDS 6123/85 C PRECHT, HENRY> 

TAGS:PEPR, IR, US 

SUBJEcT: AMIR•ENTEZAM STATEMENT 

l, CC) ENT IRE TEXT• 

2, WHEN YOU SEE YAZDI OR AMIR•ENTEZAM, Pl.EASE CONVEY OUR 
APPRECIATION FOR THE LATTER'S HELPFUi. TV STATEMEN? ON u.s.­
lRANIAN RELATIONS. \IE HOPE THAT WE CAN CONTINUE TO COOL 
THE RHETORIC AND BEGIN TO MAKE SOME REAL PROGRESS ON THE 
THORNY PROBLEMS IN OUR RELATIONSHIP. 

S, IF THE ASSIGNMENT OF AN AMBASSADOR IS RAISED PLEASE 
DISCOURAGE SPECILATlON ON TIMING OF ANY ANNOUNCEMENT. AS 
YOU KNOW, THERE ts STILL STRONG FEELING HERE OVER 
IRANIAN•REJEC?ION OF AMBASSADOR curLER AllD u MAY BE SOME 
TIME BEFORE•SENATE WOULD BE RECEPTIVE TO ANOTHER NOMINATION. 
CHRim'OPHER 
BT 
13650 
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FAHVVV ESA829BRA839 
PR R UQMHR 
DE R UEHC A8047 1802240 
ZNY SSSSS ZZH 
P 292009Z JUN 79· 
FM SECSTATE WASHDC 
TO AMEMBASSY TEHRAN PRIORITY 3232 
BT 
S E C R E T STATE 168047 

E.O. 18065 GOS 6/29/85 (PRECHT, HENRY) 

TAGS: RINR, IR 

SUBJECT: REPORTING SUBJECTS 

REF: TEHRAN 6605 

1. (SECRET - ENTIRE TEXT) 

2. FOLLOWING rs TEXT OF REF B REQUESTED IN REFTEL. REF 
CABLE POUCHED JUNE 28. 

,AS YOU REQUESTED AND AS OPPORTUNITIES DEVELOP IN THE 
WEEKS AHEAD, HERE ARE SOME OF THE TOPICS ON WHICH WE 
COULD USE ADDITIONAL OR COUNTINUING INFORMATION: 

1. POLITICAL RELATIONSHIPS WITHIN THE REVOLUTIONARY 
LEADERSHIP. 

,A) WHO ARE POTENT FIGURES WITH AND WITHOUT OFFICIAL 
POSITIONS? WHOM SHOULD WE WATCH AS COMERS? NEED BIOS. 

"B) WHAT ARE THE POLITICAL ALLIA..~CES AND STRENGTHS OF 
ENTEZAM AND SABAGHIAN? WE KNOW RELATIVELY LITTLE OF 
EITHER. 

C) WHERE DOES YAZDI STAND IN THE HIERARCHY AFTER HIS 
SHIFT TO MFA? DID HE GAIN OR LOSE POWER? HO; HAVE 11FA 
PERSONNEL REACTED TO HIM AND ARE THERE ANY PREDICTABLE 
AFFECTS ON POLICY? 

'2. WHAT IS THE PO'ULAR IMPRESSION OF BAZARGAN?. Hrn'l IS 
HE REGARDED BY VARIOUS KEY GROUPS? DOES HE HAVE ANY 
RIVALS? 

1 3. WE DO NOT HAVE A VERY GOOD FIX ON TALEGHANI, HIS 
ENTOURACE AND LINKS TO OTHERS IN THE RELIGIOVS AND 
SECULAR ESTABLISHMENTS. 
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/4. WE NEED SOME FAIRLY SYSTEMATIC APPROACH TO THE DEPIC-
'l'I ON OF TRENDS, INCLUDING A DESI GNAT ION OF SOEGI'FI C POLI -
TICAL AND ECONOMIC AREAS TO WA'!'CH AND PESIODID REPORTING. 
SEVERAL CATEGORIES WERE MENTIONED IN OUR EARLIER CABLE. 

'5. HOW IS THE US PERCEIVED? W:-Il\T ACTIONS OR INACTIONS 
SINCE MID-FEBRUARY HAVE HELPED OR HUR!' US? WHAT COULD WE 
!JO BETTER? 

. 6. REPORI'S OF MILITARY CONVERSATIONS ARE MOST HELPFUL. 
l'ROM TIME TO TIME IT WOULD BE USEFUL TO SUMMARIZE, DEPIC-
T ING TRENDS, FOR EACH OF THE SERVICES. POLICE AND 
r;ENDARMERIE INFO ALSO VALUABLE. 

"I. WE APPRECIATE EXTREMELY VALUABLE ECON REPORTING. E 
r'OULD USE (AS PART OF NO, 4 ABOVE) REGULAR COVERAGE OF 
MARKET BASKET PRICES AND SHORTAGES, EMPLOYMENT, GRIPES. 
llOW ARE THE UNEMPLOYED MAKING ENDS MEET? 

8. WHAT ARE THE ACTIVITIES, STRENGTHS, PLANS OF LIBERAL 
DEMOCRATS (MATIN-DAFTARY) , NATIONAL FRONT (SANJABI) LEFT 
r;uERRILLAS (FADEYEEN) I VARIOUS MUJAHEDIN GROUPS, PRO­
SHAH ELEMENTS? 

'9. HOW FARE THE PROVINCES, PANTICULARY HARVEST, FOOD 
AVAILABILITY? 

'10.WHAT IS STATUS OF EFORTS TO CLOSE DOWN, SELL OFF OR 
SHIP OUT MILITARY FACILITARIES AND EQUIPMENT? 

;11. WHAT CAN YOU GATHER OF PERCEPTIONS OF KEY EMBASSIES? 
WHAT ARE THE SOVIETS UP TO? 

'12. WHAT IS THE SITUATION WITH THE UNIVERSITIES, NIRT, 
OTHER MEDIA? 

13. STATUS OF PLANNING FOR THE CONSTITUTION AND ELECT­
IONS. 

'14. WHAT HAVE PGOI/KHOMEINI DONE ON AMNESTY FOR 
MILITARY POLICE, OTHERS? 

'15. AND, IN BETWEEN, DON'T FORGET TO PLAN THE FOURTH OF 
JULY PAOTY. CHRISTOPHER 
BT 
#8047 
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II IUQllBI #89e5/ll 18'·•• 
HJ CCCCC 
I 1a1•2ez JUL 79 
rM CllMISBIMllG TIBIAi Illl 
TO IUllJCS/SICDlr VASI IC 
INFO IUllC/SICSTlTI WlSIDC 
IUllJCS/JCS VASI DC 
iUElDVD/CSA VASI DC 
IUINlll/CNO VASI DC 
1u111111cs1r VASI DC 

CLASS1 CONrIDINTI 
CBIGl1 AIM ?/'ti 
APPIY1 &/l11G1ST 
Dlrtl1 A/M . 
CLlll1 CBGI POL1Y 

JlOICOL SC 
DISTI: MAAG POL2 

IUSNlll/USCINCIUI YlIBINGIN II 
IUllJCS/Dll VASI DC 
IUlllOr/CllMISB/MllG lLll fl 
IT 
C 0 N r I D I N T I 1 L !11111 IllN 1898&/1 

CONrI~IN!IlL/NO ro111G• DISSIMINl!IOI 

ro11 lSJI ISl/DSlll NIAi IIN/PM-SlSt DJCS-J-•151 
IACS-IINI OP-~; PAI-LI!!; ICDC/ICJ-•/v,·J-&-J-2 

SUJJ1 IllNilN CONS!I!U!ION (9) 

1. (U) !II !llllN !IMIS, ·llCIN!~t II A SllIIS or llPOl!S, 
PUILISllD ITS !llNSLl!ION or Tll Dllrt or !II IllNilN 
CONS!I!U!ION." !Bl llPOITS rUITlll S!l!ID !11! !II 
MINISTll or S!lJI, JADOLLll 111111 Ill CONrllMID !IIS 
TIANSLl!ION 1S SUJS!lN!IlLLt COlllC!;" 'Ill llArt CON­
TAINS 151 llTICLIS INCOMP&SSING ALL JACl!S It VIICI Tll 
NIV ISLAMIC llPUILIC WILL II GOYllNID, ·IJ lPPIOYID. !IIS 
MISSAGI CONTAINS 1 SJNOPIS or ll!ICLIS, VIICI DlllC!Lt 
OR INDIRICTLJ, WOULD 11r1ct TRI lllNilN AIMii ro1c1s lNJ 
DlrlNSI POLCIIS. 

--A. llTICLI 6 - CINSOISBIP WILL OILY JI Il1POSID IN 
TIMI or Wll. 

--1. lRICLI 76 - TBI PllSIDINT BAS TO JI or IllNilN OIIGIN 
AND IAS TO II AN lllNllN CITIZIN, 

--c. llTICLI 82 - "!Bl PllSIDINT'S O&TB," Ilfll ALIA, 
RIQUillS !Bl PllSIDINT !O USI ALL IIS POWJIS TO Gilli 
TBI TlllITOIIAL INTIGIITt or Tll COUITlt. 

11 c 

--D. lltICLI 9~ - Tll PllSIDllT II TBI SUPIJl11 C011-
11ANDll or tll COUNTRY'S 11ILI!11J ro1c1s. !II CBilr or 

r" ST1rr or TBI ISL1111C llPVJLIC'S 111111 JOICll WILL JI 
SILICtlD ,, !Bl SUGGISTION or TBI CAIIll! 11IIIStl1S 
AND lPPIOYID IJ !Bl PllSilll!. 

--1. lltICLI 9• - INDOISIMINt or Il&N'S PACTS VITI 
OHD COVNtlIIS lNI IlltDH!IOHL Hll!IIS, ·IS !II 
RISPONSIIILl!t or TBI PllSIDIN!, JOLLOVIMG PAlLlAMINtllJ 
APPlOYlL or SUCB PACTS AND !lllTIIS. 

--r. lltICLI 95 - DICLlll!ION or WAI, flUCI ••• !II 
11AIING or PllCI IS 1 POVll or !Bl PllSIDIN! 10LLoVlNI 
APPIOYlL IJ HI PllLI1"11t. Ill CHU or IMllllNCJ. 

tUllN e9e5/1 
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TBI PRISIDINT CAN.HAii SUCH DICLlllTIONS 10LLOWING CON­
SULTATION VITI TBI HIHJllS or TBI CllINIT. 

--G. ARTICLI 113 - CONDUCTING Tll 1111IIS 01 Tll COUNTIT 
AND llSPONSIJILITT rOR ALL CifIL !NI MILIT!IT ORQ1NIZ1-
UONS uts VITI TBI COUNCIL or MINISTllS. 

~ --B. AITICLI 121 - TBI AIMED JOICIS or Tll ISLAMIC 
RIPOILIC or IIAN ARI RISPONSIILI 101 Tll COUNTIT'S 
INDIPINDINCI !ND TlllITOIIlL INTIQIITT. 

,.. 

,. 

--I. ARTICLI 122 - NO 10RIIGN SOLllll 01 01rICll IS AL­
LOWID TO SIRVI IN TRI IRANIAN AIMii ro1c11. Tll STAT 
01 10RIIGN lRHID 10RCIS IN Tll COUNTIY 01 TllII PASSlGI 
THROUGH Tll COUNTRY WILL ONLY II ALLOWIJ WBIN IN Tll 
INTlllST or TRI COUNTIY, AND WIT! Tll lPPIOflL 01 3/6 
01 Tll WIOLI PARLI!MINT. 

--J. lRTICLI 123 - TBI ANNUAL HILITllt IUJ>QI! WILL RAYi 
TO JI APPROJID It THI PAILIAHIN!. llPINSIS 101 BUYING 
WEAPONS AND TRI l!ASONS rot llYINQ TO PUICllSI TllM 
WILL RAVI TO II HlDI CLIAI IN Tll MILI!llt JUllGI!. 

--l. lRTTICLI 123 - ISTAILISIHINT or ANT lIND or ro11IGN 
IASI IN IIAN, !JEN rol PIAClrUL PVIPOSIS IS STIICTLT 
l'OIBIJDIN. 

--L. AITICLI 138 - HILI!llT.TIIIUNlLS All TO II SIT 
OP TO CONSIDll VIOLATIONS or SPICI1IC MILI!llt IUTIIS 
AND llSPONSIIILITIIS. T!I CONSIDllATION 01 OINllAL 
Ol'JINSIS ALLIGllLT COHMITTll IT HILI!llt POLICI Pll­
SONNIL IS !Bl DUTT or GINllAL COUITS 01 JUSTICI. 
--H. lRTTICLI 162 - TO PllTICT !NI OVAii Tll CONSTITUTION, 
AND TO INSURI Tll CONJOIMITY or 0!111 LAWS VITI IT, ·I 
COUNCIL TO PIOTECT Tll CONSTITUTION WILL JI SIT UP VITI 
THE roLLOWING COMPOSITIONI 

----1. JIVI RELIGIOUS LlllllS WIO Ill IWAll 01 TRI 
BIQUIRIHINTS or CONTIMPOlllT TIMIS. !II PllLIIHINT WILL 
IT 
#6965 
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CONJIJINTUL TIBllN 81165/ 

113 



CON1Ii>Ufil1:' 

CBOOSI TBISI JIYI Pl!SOJIS 1110" A LIST or WILL-INOWN 
RELIGIOUS LEADERS. 

----2. Sil llPl!TS IN JU•ICIAL "ATTllSI THiii or WBOM 
WILL II LAW PIOJISSOIS AT TRI COUNTRY'S COLLIGIS or LAW, 
AN]) TIE OTlll TIRll Jtll)GIS 01 TRI COUNTRY'S SUPRll11 
COURT WJO WILL 11 ILICT~ IT PARLIA"INT. 

2, (C/NJ) co""INTI I1 TRI AJOYI COISTtTUTION ts 
RH111E]), TRI HIS.lDlll'f WILL BIAD Tll llANUN "ILIUltl 
FOICIS AS TRI SUPRIMJ COMMAND!! (AlTICLJ - 9S), IT 
APPEARS THAT TBI CRiil 01 STA11 WILL II IQUIYALINT TO 
OUR CRAI!MAN or TRI JOINT CB111S 01 STAlr. Ir TRI 
PRISIDINT IS ALSO llAD 01 TBI ISLAMIC RILIGlON (TBI 
07rICIAL 1AITB, JArrAII SBIAISM), AS WOULD II IN TRI 
CASI 01 IROMIINI llCOMING PRISIDINT, Bl WOULD JI IN AN 
ESPECIALLY POWIRJUL POSITION TIS-A-TIS TBI "ILITAIT. 
TRIS ALMOST TOTALITAIIAM SITUATION COULD lt'lllGI JIC1USI 
IT CAN JI ASSUMID TBAT TBI LIADll (Bill 01 CBIIJ 
AYATOLLAH) or TRI 1IYI llLIGIOUS LJJDllS INTIUSTID TO 
GUARD THE CONSTITUTION (llTICLI - 142) COULi WILL II 
IROMJINI. SHOULD A LAY"AN II ILICTll PllSlDINT, Tll 
RELIGIOUS LIAJllSBIP WILL STILL II A PIO"tNINT 1ACTOR 
IN DICISION MAUNG. STUTIGICALLT, Tll JOttlIDDING or ANT 
FOREIGN BASIS ON IllNIAN SOIL IYIN 101 PIACll'tJL PUIPOSIS 
(ARTICLE - 124), ·Il IN101Cll (lNI WI lSSU"I IT WOULD II 
AS LONG AS IBOl11INI BAS POWll), WOULI PllCLUDI lllSTAl­
LISRMINT or u.s. 111LIT11T Pll-llYOLUTIOM&IT OPllATIONS, 
OTBll TIAN 1111G RILATID PVNCTIONS. JMPLIMINT&TlON or 
TIOSI llTlCLIS NOT SUMMlllZI]) IN TllS 111ss1;1, ARI NOT 
CONSIDIR!D TO IMPACT ON Tll llANlAN All11D ro1c1s. IT 
IS RIITIRATID TBAT TRI CONSTITUTION IS ONLY IN DIAJT 
fOBM, A POINT RICINTLT MADI ONCI &GAIN IT SlBAII TO !Ml 
TEIRAN or1ICIRS. NUMllOUS OJJICTlONS 11VI ALBIADT 
SURJACED IT DI111RINT 11CTIONS or THI POPULATION. GAST 
BT 
#6965 
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CONFIDENTIAL TEHRAN 7648/l OF 2 

DE RUQMHR #7648/01 203•• 
ZNY CCCCC ZZH 
P 221251Z JUL 79 
FM AMEMBASSY TEHRAN 
TO ~ECSTATE WASHDC PRIORITY 2748 
BT 
C 0 N F I D E N T I A L SECTION 01 OF TEHRAN 07648 

E.C. 12065: GDS 7/22/85 (JOHNSON, MARK) OR-E 
TAGS: EINV, BEXP, BDIS, IR 
SUBJECT: U.S.-IRAN COMMERCIAL RELATIONS 

REF: STATE 180957 

1. (C - ENTIRE TEXT) 

CLASS 
CHRGE 
APP RV 
DRFTD 
CLEAR 

2. VISITING DEPTOFF CALLED ON BANK MELLI PRESIDENT JALIL 
SHORAKA JULY 22 FOR DISCUSSION OF U.S.-IRANIAN COMMERCIAL 
RELATIONSHIPS, DRAWING ON POINTS CONTAINED REFTEL. WE 
PARTICULARLY WANTED TO SEEK HIS VIEWS CONCERNING POSSI­
BILITY OF REACTIVATING CHAMBER OF COMMERCE OR BUSINESS 
COUNCIL SINCE SHORAKA HAD BEEN IRANIAN CHAIRMAN OF THE 
ECONOMY AND FINANCE COMMITTEE UNDER THE U.S.-IRAN JOINT 
COMMISSION. 

3. DEPTOFF OPENED CONVERSATION BY BREIFLY SKETCHING THE 
MOOD OF U.S. BUSINESS, BASED ON CONVERSATIONS WITH SOME 
300 FIRMS SINCE THE REVOLUTION. BASIC MESSAGE WAS THAT 
THERE WAS STILL INTEREST IN MAINTAINING COMMERCIAL TIES 
WITH IRAN BUT ALSO SOME IGNORANCE OF AND CONSIDERABLE 
UNCERTAINTY OVER EVENTS IN IRAN. U.S. COMPANIES COULD 
ADAPT TO 0BAD" SITUATIONS, BUT THEY HAD DIFFICULTY 
COPING WITH THE UNCERTAI~TY. ALTHOUGH SOME FIRMS, LIKE 
GM AND DUPONT, HAD EXPERIENCED POSITIVE VISITS. OTHERS, 
LIKE GTE, WERE ENCOUNTERING SERIOUS DIFFICULTIES. 
(COMMENT: SHORAKA SHARES OUR PUZZLEMENT AS TO WHY GTE 
IS BEING SUBJECTED TO THIS TREATMENT. END COMMENT.) WE 
HOPED THAT THROUGH SOME INFORMAL CHANNEL WE COULD IMPROVE 
COMMUNICATIONS AND HELP MINIMIZE FURTHER COMMERCIAL 
DISPUTES. 

4. SHORAKA SAID HE WAS "FRANKLY VERY WORRIED" ABOUT THE 
CURRENT SITUATION. THE REVOLUTION HAD CHANGED THINGS 
180 DEGREES. THERE WAS VIRTUALLY NO ONE LEFT IN THE 
MINISTERIES WHO WAS FAMILIAR WITH THE PROBLEMS. NEARLY 
ONE LEFT, HE SAID. COMPANIES, TOO, HAD EXPERIENCED THIS 
RAPID TURNOVER IN SENIOR MANAGEMENT. SHORAKA OFFERED THIS 
AS A MAJOR REASON WHY THE ECONOMY WAS STILL IN A PERILOUS 
STATE AND WHY MANY FOREIGN FIRMS WERE EXPERIENCING 
DIFFICULTIES REESTABLISHING RELATIONSHIP. 

5. SHORAKA THEN REVEALED THAT HE HAD RECENTLY MADE A 
TRIP TO NEW YORK AND LONDON AT THE BEHEST OF PRIME 
MINISTER BAZARGAN. PURPOSE WAS TO EXPLAIN BANK NATIONALI­
ZATION AND ALLAY CONCERNS ON PART OF MAJOR 
FOREIGN BANKS. TWO WEEKS AGO HE HAD CONVENED MEETING 
OF BIGGEST AMERICAN BANKS IN NEW YORK AND OFFERED THEM 
FULL PGOI ASSURANCES CONCERNING RESPECT FOR THEIR ASSETS 

CONFIDENTIAL 
CHG:LBLAINGEN 
ECON:MJOHNSON 
ECON:RBASH 
ECON-3 CHG 
POL RF CHRON 
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AND OPERATIONS. SHORAKA STRESSED THAT IRANIANS HAD 
POSITIVE RECORD ON THIS SCORE, CITING CASES WHEN HE WAS 
IN MINISTRY OF FINANCE WHERE RIGHTS OF SHAREHOLDERS 
WERE FULLY PROTECTED. 

6. WITH REGARD TO REJUVENATION OF BUSINESS COUNCIL, 
SHORAKA AGREED THAT IDEA HAD MERIT. PROBLEM WAS THAT 
IRANIAN SIDE WOULD HAVE TO BE RECONSTITUTED AND IN LIGHT 
OF THE LARGE-SCALE EXODUS OF SENIOR BUSINESSMEN, THIS 
WOULD TAKE TIME. SHORAKA FRANKLY FELT IT WOULD BE BETTER 
TO WAIT ON THIS PROPOSAL UNTIL AFTER A NEW GOVERNMENT 
EMERGES. DEPTOFF REPLIED THAT WE WOULD, OF COURSE, BE 
GUIDED BY IRANIAN VIEWS AS TO TIMING, BUT THAT IT SEEMED 
DESIRABLE TO HAVE SOME MECHANISM FOR INFORMAL CONSULTA­
TION. SHORAKA FELT THAT DURING THIS TIME IT WOULD BE 
BETTER FOR U.S. COMPANIES TO PURUSE THEIR INTERESTS ON 
INDIVIDUAL BASIS, WITH REGARD TO JOINT COMMISSION, 
SHORAKA SAID THERE HAD BEEN NO TALK ON THIS SUBJECT WITHIN 
PGOI. HE FELT .THE COMMISSION COULD BE USEFUL VEHICLE 
AND SUGGESTED WE RAISE SUBJECT IN CALLS ON MINISTER OF 
FINllllCE AND OTHERS. 

7. POSSIBILITY OF ARRANGING SMALL DELEGATION OF LEADING 
AMBRICAN FIRMS TO VISIT TEHRAN WAS ALSO DISCUSSED. 
AGAIN, HE FELT IT WAS. t'REMATURE FOR THIS TO OCCUR. IT 
WOULD BE BETTER TO WAIT UNTIL IMPLEMENTING REGULATION 
COVERING INDUSTRIAL NATIONALIZATION WAS PROMULGATED. HE 
EXPECTED THIS TO HAPPEN SOMETIME NEXT WEEK. SHORAKA 
SUGGESTED THAT WE SEEK ADVICE OF OTHERS IN PGOI BEFORE 
PURSUING IDEA. (COMMENT: WITH RAMAZAN BEGINNING LATER 
THIS WEEK, ANY SUCH TRIP WOULD HAVE TO BE CONSIDERED FOR 
SOMETIME IN FALL, AT EARLIEST. END COMMENT) 
BANK MELLI (HE WAS APPOINTED IN FEBRUARY 1978 BY THE 
SHAH) WAS UNIQUE. HE ATTRIBUTED THIS TO HIS STRONG 
FAMILY TIES IN THE BAZAAR.- THIS MADE HIM ACCEPTABLE TO 
THE "OTHER SIDE." FROM SHORAKA' S REMARKS, ONE HAS THE 
BT 
17648 
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IMPRESSION THAT HE AND HIS SMALL BRAIN TRUST AT BANK 
MELLI SERVE AS A "BRIDGE" BETWEEN THE BAZARGAN GOVERNMENT 
AND THE REVOLUTIONARY PERSONALITIES ON MATTERS OF 
ECONOMIC POLICY. LAINGEN 
BT 
17648 
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CON Fl DEN TI AL 
STATE 7123/79 
CHARGE:LBLAINGEN 
POL:VLTOMSETH:GO 
NONE 
POL2 DCM RF 

AMEMBASSY TEHRAN 
SECSTATE WASHDC, IMMEDIATE 
INFO AMEMBASSY ABU DHABI 
AMEMBASSY ANKARA 
USINT BAGHDAD 
AMEMBASSY DOHA 
AMEMBASSY ISLAMABAD 
AMEMBASSY JIDDA 
AMEMBASSY KABUL 
AMEMBASSY KUWAIT 
AMEMBASSY LONDON 
AMEMBASSY MANAMA 
AMEMBASSY MOSCOW 
AMEMBASSY MUSCAT 
AMEMBASSY PARIS 

E.O. 12065: GDS 7123185 CTOMSETH, VICTOR L.) OR-P 
TAGS: PGOV, PINS, PINT, IR 
SUBJECT: PGOI TRIES (ONCE AGAIN) TO CONTROL THE 
REVOLUTIONARY MOVEMENT 

REF: FBIS LONDON 201554Z JULY 79 

1. CC - ENTIRE TEXT> 

1602 

2. SUMMARY: IN A TELEVISED SPEECH TO THE NATION JULY 20 
PM BAZARGAN REVIEWED THE REASONS FOR IRAN'S ANOMALOUS 
PARALLEL SYSTEMS OF GOVERNMENT AND ANNOUNCED THE PGOI'S 
LATEST ANSWER TO THE PROBLEM. THE EFFECT OF THE LATTER, 
WE ARE INCLINED TO CONCLUDE, WILL BE MARGINAL. THE 
PROGNOSIS FOR THE FORESEEABLE FUTURE IS THAT THE 
REVOLUTIONARY COMMITTEES, THE REVOLUTIONARY COURTS AND 
VARIOUS ARMED MILITIAS WILL CONTINUE TO ACT INDEPENDENTLY 
OF BOTH THE PGOI AND THE ISLAMIC MOVEMENT'S LEADERSHIP. 
END SUMMARY. 
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3. BAZARGAN TOLD THE lRANIAN NATION JULY 20 (REFTEL) 
THAT THERE HAD BEEN THREE KINDS OF REVOLUTIONS THROUGHOUT 
HISTORY, I.E., MILITARY, PARTY AND NATIONAL. THE 1920 
COUP LED BY REZA KHAN (LATER SHAH) WAS AN EXAMPLE OF THE 
FIRST TYPE, THE 1917 RUSSIAN REVOLUTION AN EXAMPLE OF THE 
SECOND, AND, OF COURSE, THE 1979 IRANIAN REVOLUTION WAS 
AN EXAMPLE "SCARCELY MATCHED IN THE HISTORY OF THE WORLD" 
OF THE LATTER. A CONSEQUENCE OF MASS PARTICIPATION IN THE 
IRANIAN REVOLUTION, HE SAID, HAD BEEN THE DECENTRALIZA­
TION OF POWER WITH ALL MANNER OF INDIVIDUALS AND 
ORGANIZATIONS SEEKING TO EXERCISE IT. 

4. THIS SITUATION, BAZARGAN SAID, COULD NOT PERSIST 
SINCE ALL TOO FREQUENTLY THOSE ATTEMPTING TO EXERCISE. 
POWER, INTENTIONALLY OR OTHERWISE, WORKED AT CROSS­
PURPOSES. THE PGOI, THE REVOLUTIONARY COUNCIL AND 
KHOMEINI HAD MET TO DISCUSS RESOLUTION OF THIS PROBLEM. 
THEY SAW THREE ALTERNATIVES: DISSOLUTION OF THE REVOLU­
TIONARY COMMITTEES AND ALL THE OTHER ELEMENTS OF THE 
INFORMAL STRUCTURE OF GOVERNMENT, PUTTING THE GOVERNMENT 
DIRECTULY UNDER THE REVOLUTIONARY COUNCIL "IN THE SAME 
WAY THAT THE IMAM'S COMMITTEES ARE UNDER THE SUPERVISION 
OF'' IT, AND MINGLING THE MEMBERSHIPS OF THE GOVERNMENT 
AND THE REVOLUTIONARY COUNCIL. THEY PICKED THE LATTER, 
AND BAZARGAN ANNOUNCED THAT FIVE MEMBERS OF THE REVOLU­
TIONARY COUNCIL WOULD BE ASSIGNED TO POSITIONS AS UNDER 
SECRETARIES IN THREE DIFFERENT MINISTRIES OF THE PGOI. 
THESE INCLUDED NATIONAL DEFENSE, ECONOMIC AND FINANCIAL 
AFFAIRS AND SCIENCE AND HIGHER EDUCATION. 

5. THIS CHOICE PROBABLY HAS THE LEAST CHANCE OF THE 
THREE ALTERNATIVES TO BE EFFECTIVE IN RESOLVING THE 
ISSUE OF DUAL AUTHORITIES. IT IS HARD TO IMAGINE HOW THE 
THREE MULLAHS AND ONE CIVILIAN NAMED AS UNDER SECRETARIES 
<ECONOMIC THEORETICIAN ABOL HASSAN BANISADR DECLINED 
THE OFFER TO TAKE UP THE POSITION AT THE MINISTRY OF 
ECONOMIC AND FINANCIAL AFFAIRS, APPARENTLY MUCH TO THE 
RELIEF OF MINISTER ALI ARDALAN> WILL HELP THE PGOI WITH 
ITS REAL PROBLEM, WHICH IS ONE OF ASSERTING AUTHORITY 
OVER THE REVOLUTIONARY COMMITTEES AND COURTS AND THE 
VARIOUS PARAMILITARY FORCES. ALL OF THESE HAVE ACTED 
NOT ONLY IN INDEPENDENCE OF THE PGOI, BUT OF EVERYONE 
AND EVERYTHING ELSE AS WELL, AND THERE IS NO REASON 
WHY THEY WILL NOT STOP ACTING INDEPENDENTLY. LAINGEN## 
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E.O. 12065: RDS-3 10/12/99 (LUNGIN. L.B.) OR:J .0 r·• t? 
TAGS·; PINT, IR 0 l) ~ J ,._1 
SUBJECT: TAZDI IN NEV JOlll WHIRi NOW? r;; r ~ ~: 

:~r:c-::;::12::::~ ~ f~ :b 
2. SUHHARJ. YAZDI'S NEW JORI PER10Rl11NCI It.AS AN ABRlSIVll e~lJ .. ,,~ r 
AND PUBLIC REMINDER THAT WI RAYi YET TO ACT IN WATS THAT ~ ~ 
DEHONSTRATI CONVINCING LT THAT WI RAVI ACCIPTID rH .-.r .,llAI · 
REVOLUTION. SOHi CF THIS IS llVOLUTIONAlt lll!OalC BWl' . ~· 
HOl!E OJ' IT IS GENUllil, R17LICT1NG 1110NG OTRll THINGS A L 
CONCERN FOR .CONSOLIDATION 01 POWEi BT AN INNIR PGOI CIRCLl.c (. /1 '7'<.,, 
WE RIC011HEND ACTION IN SEYIRAL ARIAS THAT VI CAN AND , __ '< 
Sf.OULD TA~I '1'0 STRENGTHEN OUI POLICY BlllD IN !HIS ~~A 
ATHOSPBERI. IND SUMMARY. ....-t2.,.~ 

3. EHB!SSY APPRECIATES UCILLIN! ANALYSIS IN UJ'TIL or : ~,· )·· 
NEW TORI PIRrORMANCI llY DR. Y.lZDI, A HAN INCRJ:ASINGLT · ·y. : 
INFLUENTIAL AS MEMBER OF A GROUP WITHIN TBI PGOI CLOSI 
TO KHOHllNI AND Ll~ELT TO PLAT A HAJOI BOLi IN THI 
EVOLUTION Of POST-REVOLUTIONARY IRAN. (VI INCLUDI IN 
TKAT INNER GROUP, IN ADDITION TO YAZDI, NIW DEFENSI 
MINISTER CHAHIAN, QOTBZADAH AT NIRT, PGOI SPO(ESHAN TABATA­
BAI, AND MINISTER Of INTERIOR SABAGBIAN.) 

4. WE SHARI D~PARTHENT'S ANALYSIS OJ' TAZDl'S PURPOSES -­
TO CREATE, JOR HIS OWN PSYCHIC AND PllSONAL POLITICAL 
FURFOSES THE IMPRESSION or THI ISLAMIC RlfOLUTIONAIY AS 
A NEV BREED OF HAN DEMANDING TO Bl HEARD ON THI WORLD 
STAGE. YAZDI HAD THAT OPPORTUNITY, BOTH AT HAVANA AND 
AT ~EW TOR[, ANt HE CLEARLY WAS DITllHINID TO USI IT TO 
MAXIMUM EFFECTIVENESS. . 

5. HORI SPECIFICALLY, AS rAI AS THI USG IS CONCIRNID, HIS 
PUBPOSI WAS TO TELL US, BO'l'H PRifATILT AND PUBLICLY, THAT 11 
REVOLUTION. AND TO WAHN US TBA! UNTIL WI DO, THIRI CAN 
BE NO PROGBISS IN BOLDING A NEW RILATIONSBIP. THI !BIHi 
WAS SOUNDID AGAIN, WITH SPICIFICS, IN 1 PRISS CONflRINCI 
ON BIS R:E'l'URN HERi rlOH NIW TOR[ (SIPTIL). ·!Bl ICI, SAYS 
TA ZDI, HAS NOT YET BJ!IN BROUN. . 

6. THAT HAT SOUND A BIT EITRIHE IN LIGHT 01 USG ACTIONS 
TO DATE DESIGNED TO DEMONSTRATE THAT VI HAVI INDllD 
ACCE~ED '!'BE REVOLU'l'ION. BUT IT IS PIRBAPS NOT ALL THAT 
SURP SING, FOR A VARIETY or RIASONS -- NOT ALL or WBICB 
VF K D ACCEPT BUT WHICH VE NEED TO TAii INTO ACCOUNT IN 

CONJIDINTl.lJ. (llDIS) !111.lN 
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r!NIING ~AIS TO LFAL WITH THIS CIFFICULT qf;I~E. 

1. PARTLY, AS REFTEL POINTS OUT, IT IS THE R!VOLUTIONARY 
~OLITICIAN, THE AMBITIOUS POLITICAN THAT YAZDI IS. THAT 
1~o~~PULTION &J:QUIRES HIM TO TAU AND LOOK LIIE A REVOLU-
1 !0NARY, ESPECIALLY IN THIS FIRST RETURN TO THE U.S. AFTER 
·IS 19 YEARS IN TEXAS AND OTHER WAYPOlNTS -- A PART OF 
i!S P#.ST THAT HE NOW FINDS SOMEWHAT BURDENSOME POLITICALLY • 
. CNSEQUENTLY IT WAS IMPORTANT FOR YAZDI THAT THE HEADLINES 
·Act: HOME SHOW HIM IN TRUEREVOLUTIONARY COLORS, PREPARED 
ro STAND UP TO THE U.S. AND NOT SOMEONE STRICKEN WITH THE 
··~ENTAL SLAVERY" THAT HI DECRIED IN HIS. H'VANA SPEECH 
AS "THE MOST DISTRINCT CONSEQUENCE OF IMPERIALISM IN THE 
CO~TE~PORARY WORLD ••• ! CHEAP AND EFFECTIVE TOOL OF 
1'f.ilP:r:TUATING IMPERIALIST DOMINATION". . 

~. BUT THERE IS MORE THAN TH!! IN HIS TOUGH STANCE WITH 
IJS, BOTH IN HIS BILATERAL WITH THI Sl'!CRETARY AND HIS 
l'UJiLIC SPEECHES. YlZDI IS POLITICALLY AMBITIOUS BUT HE 
IS ALSO! BELIEVING REVOLUTIONARY. IT IS THEREFORE 

1 
i.ORE THAN THE REVOLUTIONARY REFURBISHING HIS CREDENTIALS. 

• l:IS APFROACH SAYS THIN~S THAT ARE FUNDAMENTAL ABOUT TH~ 
I ·Jl'l'IilE REVOLUTIONARY APPARATUS HERE -- ONE THIN; THAT IS 
, : AC1'ICAL AND REASONABLY SHOR'l'-RANGEi .THE OTHER MORE 
1 rUNDAMENTAL AND LONG-RANGE. 
: 
i :;. IN THE SHORT-TERM YAZDI AND OTHERS or HIS CLOSE 
j ~SSCCIATES IN 'I'HE PGOI REFLECT, liE THINK, AN INCREASING 
I 1:0f!CERN FOR CONSOLIDUION OF THEIR POLITICAL POWER AT 
I!. 'fIME CF HFAL OR IMAGINEC THREAT TO IT. THUS THE SHARP 

I 
I ~ACTION TO THE ~FW OUTBR!AK OF DIFFICULTIES IN KURDESTAN 
,yr; 1".HUZESTAN., A REA(;TION MARKED BY A BARRAGE OF INTERNAL 
I oOPAGANDA TO THE EFFECT TPAT THE U.S., BEHIND THE FACADE 0 
1~fEEC T&AT IRAQ IS ALSO INYOLYEI: IN SOME CONVOLUTEt Q 

•10LLUSION WITH A1lRICAN AGENTS AND INFLUENCE. WHATEVER 
; TS RELATIONSHIP TO THE REAL SITUATION ON THE GROUND IN 

'1 tS! TWO TROUFLED PROVINCES, THE SPATE OF PROPAGANDA S~EMS 
1 <:: JGNEt FURTHER TO STREN~TH'&N CLERICAL ANZ: REVOLUTIOflARY 
'C~TROL OVER T6E SECURITY FORCES AND THE EVOLVING GOVERN-
• f l~T APPARATUS THAT IS TO l!E PUT IN PUCE WHEN THE 
,u~STITUTION IS CO~PLETE. THE EFFORT AT CONSOLIDATION OF 
IO~ER IS Atso SEEN IN THE INCREASINJ EMPHASIS ON THE NEED 
\0 "PURGE" FROM THE STRUCTURE OF GOVERNMENT BOTH THE 
, E~NANTS OF THE ANCIEN REGIME AND THEIR POLITICAL OPPONENTS • 
. ~us YAZDI IS QUOTED FROM NEW TOR! AS SAYING THAT THE 
) (~1 

I ;~ .=jS:l 
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Im J'UhGE OF THI FOktl(lN HINISTRt HAS UT TO BE C0'1PLETED. 
cHAMRAN TALIS OF THE PURGE HE INTENDS TO PURSUE IN THE 
AfiMED FORClS. THE NAZIR AFFAIR AT NIOC IS ACC0'1PANIED Bl 
TALK or A NECESSARY PURGING PROCESS THAT NAZIH BAD 
IGNORED OR SET ASIDE. AND KHOMEINI TALIS or THE PURGE 
NECESSARY FOR THE ENTIRE SOCIAL AND ECONOMIC STRUCTURE 
If THE REVOLUTION IS TO Bl CONSOLIDATED. 

10. RELATED TO THIS BUT LONGIR-TliH IN ITS NATURE IS AN 
UPUSSID CONCERN OVER ANOTHlll AND GREATER DANGER FOR THE 
RgVOLUTION, ITS GOALS AND PURPOSIS. THAT CONCERN RELATES 
TO THJ: N,UD TOELIHINATI l'ORJ:IGN AND PARTICULARLY WESTERN 
CULTURAL DOMINATION -- AN ALLEGED LEGACY or THE PREVIOUS. l!EGIM 
THAT THE REVOLUTIONARIES SEE AS CORROSIVE rOR TRI ll'rECTIVE­
NESS or IS'LAH AS THE DRIVING l'ORCI AND HOTIUTION roR IRAN 's 
ENTIRE POLITICAL, SOCIAL AND ECONOMIC MAKI-UP: INDEED TP.EI 
SEE THIS CORROSION AS THREATENING IVERYWHIRI IN THI ISLAMIC 
~ORLD, AN IDEOLOGICAL COMPULSION THAT COMBINES WITH LOOSE 
TAL~ or IRBIDENTISM IN SHI! MESSIANIC TERMS TO 
MUtDI THE WATERS FOR THI ISLAMIC REPUBLIC'S RELATIONS 
•ITH HOST or ITS MUSLIM NEIGHBORS. 

11. TAZDI DEVOTED A GOOD PART OF BIS REVEALING SPEECH AT 
PAVAN! TO THIS PARTICULAR CONCIRN or THI IRANIAN RIVOLU­
'l'IONARIES. AS BE PUT IT, "'THI STANDARDIZA'l'ION or VALUF.S, 
GOALS AND ASPIRATIONS A'10NG THI RULING ILITI or THE WORLD 
HAS ADDED A NEW DIMENSION 01 CULTURAL DOMINATION TO THE 
EVOLVING Ca&RACT:ER or IHP:ERIALISM IN THI CONTEMPORARY 
\IOP.LD.. TAZDI CALLED FOR A RICOlNITION or "THE ALIENATING 
A~t HABITU~L CUTLURAL ALIGNMENT WITH THI SUPERPOWERS 
AND A SISTE'1ATIC EFFORT TO FRIE OUISILJIS FROM THI MENTAL 
BONCA~E or CUL~URAL DOMINATION." 

12. IT IS NOT AND IT WILL. NOT BE EASY FOR US TO ~ORK 
>ITH A LEADERSHIP T!!U' BELIEVES All» ACTS AS THIS ONE DOES i 
i'HAT i<NOti TiHT t:UD US BOT UT FEAR FOil THEIR REVOLUTION 
: F Ti!f.T GET TOO CLOSE TO US, TIME AND THI COMPELLING 

c:IRCUMSTANCES· OF AN ALREADY BUILT-IN MOMENTUM IN THE 
fECULARIZA'l'ION IND MODERNIZATION or IRAN'S ICONOHT AND 
ITS URBAN SOCIAL STRUCTURE WILL CBANGI: SOHi or THIS. 
"UT THAT r/ILL llE A SLOW PROCESS, BARRING SOHi DRAl1ATIC 
1·011TICAL TURNAROUND THU SIEMS UNLIULT IN THI SHORT-TERM. 
•E 't.'ILL NEED TO ACT ~UH A MAXIMUM or PUlENCI AND SINSl-
'J' Iv I u AS WE PURSUE OUR INTIRISTS IN THE ATHOSPBIRE or 
SUSPICION MANIFESTED BY Y!ZDI IN NEW TORI. 

13. WITH THIS AS BACKGROUND, VE COMMENT BELOW ON THREE 
SPECIFIC AREAS or POLICY: rIRST, MILITARY SUPPLY: SECOND, 
OliR PUBLIC POSTU!il ON TIE REVOLUTION; AND THIR&, THI 
5P£CIAL SIHBOLISM or C~LLING ON KHOMEINI AND N0'11NATIN~ 
AN AMBASSADOR. 

14. IAZDI DID NOT FAIL IN NEW TORI TO HAii CLElR THAT OUR 
PERFORMANCE IN THE MILITARY SUPPLY fIELD WILL CONTINUE 
TO P~AN ACID TEST or OURATTITUDES TOWARD THE REVOLUTION. 
THE URSE WILL BE ROUGH, NOT SIMPLY BECAUSE or WHAi SEEMS 
DI:ST ED TO BE A PRICILY RiLATIONSHlP WITH CHAMRA'l AS THI 
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•;Eli HEAD er THE DEFE ~SE ESTABI.ISBMiNT. BUT MOR! FUNDAMENTALLY 
HCAUSi or TBi FEAR or AMERICAN INPLUiNCi IN AND VIA TIIE 
MILITARY IN IRAN SOCIETY, (AS YAZDI NOTEt IN HAVANA, 
fORE THAN 1200 IRANIAN MILITARY PERSONNEL WIRE TRAINID 
lN THE UNITED STATES -- A CONSERJATIJI fIGURiBY OUR 
ESTIMATE), THERE IS ALSO THI ABIDING SUSPICION ON THE 
FART or JAZDI AND OTHERS 'l'HLT IRAN BAS BEIN PINANCIALLJ 
FAD BJ MEANS or THE TRUST .fUND. 

15. VI THUS lACE TBE CRALLENGI 01 SATISFYING BOTH TBi 
fOLITICIANS SOCB AS YAZDI AND CRlHRlN BOT ALSO TRI 
~ILITARY PR011SSIONALS, WHO All BEGINNING TO RIPLICT A 
CONCERN THAT TU'? WILL BE DENIID THI LOGISTICAL AND 
TECHNICAL SOPPORT THEY FEIL TBIJ NllD .fROH TRI O.S. 
NONETHELESS VI SEE OOR CURRENT POLICY STANCE ON MILITARY 
SUPPLY AS ISSINTULLJ SOUND -- AN OPIN AND STRUGBT­
JORWARD POSTORE CONCERNING BILLINGS AND ACCOUNTS, 1RANS: 
AND lORCllOL REMINDERS ABOUT OOR OWN LAVS ~ND REGULATIONS 
1HA'l APPLY, l DEMONSi'RATID WILLINGNISS TO GO ALL OUT 
IN RESPONtING TO PGOI QUESTIONS !BOOT lINANCIAL DETAIL, 
BT 
112891 

~NNN 
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I
,,. ANL MAKING SPARE PARTS AVAILABLE AS llAPIDLT AS THE PGOI 

CAN GET ITS OWN HOUSE IN ORDER. WE BELIEVE WE SHOULD, 
HOWEVER, ALSO BE PREPARED TO TAIE SOME RISKS IN THE 
CASE BY CASE POLICY WE ENVISAGE AS AlFECTING CLASSIFIED 
AND SENSITIVE MATERIAL. lS A CASI IN POINT WI BILIEVE WE 
SHOULD MOU AFFIRMATIVELY IN RESPONSI TO THI PGOI REQUEST 
CONCERNIN~ THE RF4E'S. TO DELAY 01 TO DENY THISI AIRCRAFT 
WILL AROUSE NEW SUSPICIONS·01 AN INTENT TO PENALIZE THE 
PGOI ON BOTH HNANCIAL AND POLITICAL COUN'l'Si APPROVAL OF 
THIS SMALL NUMBER Of AIRCRAfT ALREADY LARGELY PAID FOR 
AND ADDITIONAL TO AN ALREADY EXISTING IIA1 INVENTORY IS 
CERTAINLY DlfENSIBLI (IN WHAT VI ASSUMI WILL Bl llQDIRED 
CONGRESSIO~AL CONSULTATIONS) IN TllHS or OUR INTERESTS 
IN IRAN. . 

16. SECONDLY, AS THIS EHBASST BAS llCOHHENDED JARLllR, WE 
BELIEU: WE CAN AND SHOULD flND WATS TO sn:u PUBLICLY 
AND POSITIVELY MORE THAN WE HAVE TO DATE ABOUT RAVING 
ACCEPTID TRI CHANGE IN IRAN. THIRI ARI TWO REASONS roR 
THIS; THE ONI O~VIOUSLT TO HELP REDUCE PGOI SUSPICIONS ABOUT 

• OUR PURPOSES AND THE OTHER TO REMIND OUR OWN PUBLIC (ONLY 
~ SUPERPICIALLT INFORMED BT THI U.S. PRESS) ABOO? 001 LONG­
~ TFRH I NT ER ES TS IN IRAN. THIS IS NOT TO SAT TBA:T WI NEED 

PUBLIC LT TO EMBRACE AND ENDORSE !CHOMIINI, OR TO APPLAUD 
SUCH FIGURES AS TAZDI AND CHAMRAN AND ALL THAT THEY SAY 
AND DO, 01 TO CO~MEND PGOI POLICf IN [DIDISTAN. WHAT WI 
DO NEED TO SAY, IN WAYS THAT WE·HAVI NO! TIT DONI, IS THAT 
WE HAVE LONG-TERM INTERESTS IN IRAN TBA! CONTINUE AND WHICH 
WE BELIEVE CAN BE PRESERYID IN AN ISLAMIC IRAN. 

17. SPECIFICALLY, WE ORGI TBI DEPARTMENT TO FIND WATS 
PUBLICLY TO SAT THAT WE WISB IRAN WILL IN POTTING ITS 
REVOLDTIONARf OBJECTIVES INTO FORHS AND INSTITUTIONS THAT 
WILL COMMAND THE SUPPORT OF ALL ITS PEOPLEI THAT THE U.S. 
FAS NO INTEREST IN OR INTENTION or IMPOSING ANY REGIME, 
MONARCHY OR OTHERWISE, ON IRANi THAT WI HAVI AN ABIDING 
INTEREST IN IRAN'S INTEGRITY AND INtlPENDENCli THAT A~ERICAN 
INT~RISTS IN ACCESS TO IRANIAN OIL lRE SYNONYHOOS iITH 
IRANIAN INTERESTS IN SUSTAINING AND FINANCING ITS FUTURE 
INDUSTRIAL AND AGRICULTURAL DIVELOPMENT. WI SHOULD 
l'I ND OPPORTUNI'l'IES AS WELL TO WILCOt11 RHOLOTION.lRT IRAN'S 
E~PP.ASIS ·ON ISLAM AND ITS SPIRITUAL CONTRIBUTION TO 
SOCIETY AS SOMETHING THAT AMIRICANS ONDIRSTAND AND RESPECT, 
GIVEN THE WAT IN WHICH AMERICANS ALSO SEE THINGS OF THE 
SPIRIT AS IMPORTANT TO BOMAN INDIAVOI. 

18. ASSISTANT SECRETARY SAUNDIRS' TESTIMONY or SOHi 
MONTHS BACC BEFORE 1'81 HIRC ON THE MIDDLE IASf AS A 
WHOLE BAS THE ESSENCE OF MUCB or THIS AND IS THI [IND 01 
THING WE SHOULD BE BEARD SATING HORI FllQOEN!LT ABOUT 
IRAN. 

19. THIRDLY, AND BRIEFLY, THIRI IS'THI VEIT LARGE 
IMPORTANCE or THE SYMBOLIC ACTS or SEllNG ~BOHllNl AND 
NAMING AN AMBASSADOR. THISE ACTIONS ARI LONG OYIRDUEI THEY 
ARE ~NTRAL TO THE WAT IN WHICH YAZDI AND INDEED MOST 
IRAN NS SEE OUR ATTITUDES TOWARD !HE· REVOLUTION. tr A 
NEW BASSADOR JS TO BE FURTHER DELAYED, WE RECOMMEND ff.AT 
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if SEEK A ~EETING NOW iITH KHOMEINI AT THE CHARGE LEVEL. 
AS iOR DESIGNATING AN A"B!SSADOR, THE TIMING WILL NEV~R 
bE TOTALLY RIGHT; THI ACTION SHOULD NO LONGEl! BE DEUYED. 
LAl~GEN 
BT 
~0891 
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rtrtt PIRCINT or ClPlCITT WITI !II llYOLO!IOI 8 MOll!BS 
PAST, AND !II r11st llll!llL StlGI, llCOYllT 110K CIAOS, 
ACRIIYID, MANY 1111111115 111 lllllllllO tO lSI Wit Tll 11-
COYllT CURYI IS llOT llSilll rlStJl, 

:5. TRIS TILIGllM llPLOllS l llSlC PIOIL .. , !II rtILUll TO 
TBlllSLlTI IXCISS LIQVIDlrt 11 11111 11!0 llDLT llllDID 111-
YISTKJllT 01 CllDIT rol l LIKPlllO lllllltlllL SICTOI. 
TIGHT CllDIT TRWllTS Tll DICLllll ll!ll!lOllS or GOYllllMINT, 
lllD CONTIIJUTIS TO Tit lllS!lllLl!T llD LlCt or co11rtDlllCI 
WRICH lll !RIMSILYIS rlCTOIS 11 !II PIOIL ... OtBll ClUSIS 
DISCUSSID JILOW 111 TRI LlCt 01 llltll!OIS llD llTIStMlllT, 
ClPl!lL rLIGIT, GOYllllMlllT lllClPlCltt lt lLL LIYILS, Pll­
SOlllL lNSICUll!t, lllLUll 01 tll .. llllllCT CllDIT PIOGllM, 
lND TBI lNSOLYlllCT or lN!lllllll IOlllOlllS.OPOll !Bl GOYllll­
MINT'S SUCCESS Ill Tll COMlll MOl!'ll 11 llSOLflllG SVCI 
PIOJL!HS AND IN LlOllCIIll PlOlllltl VllCI llllPlll co11r1-
DINCI, HAT DIPlllD !II JV"11 OJ Tiii llllMI. lllD 
IllTIOEUCTION AND SU111tllt. 

'· LACl or CONrIDINCI, 1110 IIYIS!Mlllt, LlQOlDITT 
PllrlRINCI AND CAPt!lL rtillT. llCllS LlQVlDl!Y Clll JI 
HlDI PllODUCTIYI TBIOUGI INTIHMll!, U llW 01 llISTillG 
PLANT, 01 !BROUGH !II LOAN or WOltllll Clll!AL. lllfIS!HINT 
TODlT IS ALMOST NON-IXISTIN!, ,11 Pllf,JIClVSI !II OLD 
INTllPRINIURilL CLASS Ill rLll !II CCMll!IT. SlDlll SAMII, 
DIPU!Y MlNAGING DlllC!Ol or !II 11111-1111 1111, AND 
BIHSltr or TRlT tlllD or rlMlLti ll!lfl&!ll Ill! !ODAY !1111 
IJMUN NOT HOii TIU 11nm l Ullll OJ, .. llCllUIT 
PllSONlL 1INlNClAL l!ltvll. ..... t .. at•t COIDI!lOIS, 
TllT WILL NOT Mill l .. ,,, 

5. Tll JAZAII (COllSllYl!ITI MllClll!) CLASS lll TllDllS, 
NOT RISI-TltlllG INYIS!OIS. lCCOllllll to DillCTOI ll!AII 
or TBI roBIIGN DIPll!MlllT or IANt MILLI 'llll'S LAIGIST 
COMHIRCilL 11111, TllSI IAIAIIS lll lltliHltT WILL lllLID. 
IN TB! rACI or !II SAHi VllClltlll!llS, IOWIYll, TllT Pll­
r11 TO PILI UP !Bill llllLTI 11 111111, ·01 llTTIR STILL, TO 

C!RON 
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EXPORT IT. OfERINVOICIMG 01 ll'IPOITS IS llPOITIDLT A 
COMMON DEVICI, EXPLAINING VRT T!I fOLUMI (I.I. TOTAL DOL­
LAR VALUI) or LITTERS or CRIDIT HAYI SVOLLIN so MUCH OVER 
TRI PAST TWO MONTIS. "IT DOJS NOT NICISS.llI LT MIAN IN­
CREASID IMPORTS, ON INC!IASID ICONOl'IIC ACTIYITY. WHY, I 
KEEP ASIING PIOPLI, WILL THIT NOT JACI 'l'BI 1ACT 'l'BAT VE 
A!I IN A Vl!Y BAD SITUATION?," ASIS AITAHI. 

6. ALTIRNATIVILT, AITABI WINT ON, IAZAIIS (AND OTHllS) 
ARI CONYER'l'ING Tllll VIALTB INTO GOODS tlllLT TO 1IND 
Ml!llTS ABROAD. llSJDIS OIYIOUS ITlflS SUCH AS GOLD OR 
O!IJNTAL CAIPITS, SA11110N NOW IS PIUCI IN DIMAND. UNLill 
THI INTllPRINIUlllL CLASS WIO BAD JllN VNCOM10RTABLY CLOSI 
TO TII OLD REGIMI, l'IUCI 01 '1'11 IASlll CLASS All IDIOLOGIC­
ALLY CLOSE TO TIJS ONI. GINllALLT, ·TllT 111 :DOING WILL, 
AS ATTESTED IT LlYJLT llTAIL ACTIYITT lN !II IAZAIS, AND 
BT Tiii! SWILLING JANI ACCOUNTS. lfIJllCI or UNCllTAINTT 
ON THIIR PART, Tllll1011, SIOVLD NOT JI DISMISSED LIGBTLJ. 

7. PART or THIS MISTIVST IS 01 !II POtlCIIS (Ol TRI LACI 
or 'fJllM) EMANATING 110M !II IOlllllMllT. IISTIAD or JIIM 
POLICIIS, IUSIMISSl'llN INCOUITll llOTllIC TllOl1JS, SUCI AS 
ZIRO INTEREST, (!11 !), VlTIOV! MUCI 11111 011JRID IN TRI 
WAT 01 SPECIFICS TO WIICB Tiit ClN llLlTI, AND ON '1'81 
!ASIS or WHICH TIET CAN MAii PtAIS. AJTA!l OILY llL1-
fACITlOUSLT RIMAlllD !BAT Tltl 01 ZllO INTlllST MIGIT BA'I 
HEN A "FALSE SIGNAL," IN OIDll TO SCHI IXCISS LIQUIDITY 
OUT 01 lNT!R!ST-JIAllNG TIMI DllOSlTI AND INTO THI STOC[ 
HARK!T OR ~OR! DI!ICT JO!MS 01 llflSTMINT. JUT THIS, BE 
SAID SADLY, WAS JUST NOT IAPPINIIG. 

e. EQUALLY DISTUR!lNG JOI fll JAZAIIS MUST JI TBI PRICI 
'HUCH tID THEY PAT JOI TllS 01 THAT 1M10lf? IOW HUCH AR! 
THEY CHARGING THI CONSUHl!ST VIILI TllS BAS llJN A 
l!T 
#122~ 
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TRADITIONAL CLERICAL FUNCTIOM IN TRADITIONAL ISLAM, ITS 
SIMPLISTIC APPROACH, AMO THE 01sguJ!T THAT TJfEIR BIAS 
MA INST PROFIT MUST GENER AT!, SHOULD BE AN ADDITIOllAL 
DETERENT TO INVESTMENT OR U:NDI NG• 

9. CONFIDENCE flll\YM'. ERODED BY THE QUALITY OF fllAltA• 
GF.RS APPOINTF:O TO RUN THE NATIONALIZED IMDUSTRJES 0 

EVEN THF. WORKERS, APPARENTLY, l"IAY COMPLAIN. BANKERS 
Tr.LL OF' MANAGF.RS WHO HAVE TO BE INTRODlfC!D TO THE DIFrER• 
ENCF. ~ETWEF.:N THE DEBIT SIDE OF TMF. BALANCE SHF.F.T, AND TH! 
Cf!FDIT. COMPOllNDING TME RELllCTANcr. OF BANKERS Tn LEND Tn 
F'JRMS WITH INEXPERIENCED MAltA~EMENT IS UNCERTAINTY AS TO 
WHO OWNS AND CONTROLS Tl'F. FIRMS. IN SOMF. CASF.S WHERE 
ALL THE SHARES MAVE NOT B!EN TAKEN OVER• BUT VMF.RE THE 
GOlfERtfMENT OR A CHARITA!ILE F'OUNDAT!Olt APPnINTS CERTAIN 
ntRFCTORS TO TME l'OARD, l UF.S OF AUTHORITY AND 1J1. TI MATE 
Fl~ANCIAL RESPONSIBILITY·R!MAIN UNCLEAR. 

1111. THF. APPOINTMENT OF IN!XP!RIF.NCF.D ADMINISTRATO~S RE• 
F'LECTS THF: F'LIGHT or TH[£XPERIENCED • .Y!T, A NUll!B!Jt OF 
T14E LATTER RF.MAIN, AND ARE FllNCTIONillG VITtUN TH[ SYST!fllo 
TH~IR AIHLITY, l'OWEV!R, TO BRIDGE TH! !:XP!RI'-llC!I.: OAP AND 
EF'F'F:CTIVENE~S IN M.UING THE ECO,.OMY TICK, IS Ri=:tmcED tW 
PSYCHOLOGICAL DISCOMF'ORTI IN TH!:lP. ROL!!ll. ' •no YOU R!ALIZr 
ASkED ABTAHI, •Tl'AT MY TtNORE Hr.RE MAY Dll;P!ND Olt WMETH!R 
OR NOT I PRAY?" OTH!RS MAVE SAID THE SAM!, VHO, LIKE 
ABT A HI ARF. llNWILtI ~ TO PLAY TH! HYPOCPIT!l.:o ALL ARE 
VULNF.RABLF. TO SOME F.XTENT, A LESSON DRIVE• HOM! BY THE 
FIRl!l1 OF' THE Ninc CHIEF' NAlIH. THER! ARISES A TENDENCY 
TO AVOID OF.CISIONS LIKELY TO OIV! O,F!ltSE OR TO ORAV 
ATTF.NTION TO THEMSELVES.' IT EVF.N AFFECTS THEIR DESIR! 
TO WORK OVF.RTIMF. <ESPECIALLY AFT!R TH! RECENT MAJOR CUTS 
IN PAY IN NIOC AMO THr. l'ANKS.> 

11. A NOTHY::P, ANO RELATED PRESSURll'., IS THE FEAP NnT THAT 
THIS REGIME, BUT THAT ITS SUCCESSOR MAY CALL MANAGr.RS TO 
ACCOllNT F'OR HAVING CARRIED OUT THE INSTRllCTIO"S OF TM! 
PRF.SF.NT ONr.. WHAT HAPPENED TO MANY WMO CARRIED OUT THE 
ORDERS nr THE SHAH, THE PATENT INSTABILITY OF THIS REGIME, 
AND THE F'F.LT POSSIBILITY OF COUNTER•R!VOLUTION, ALL COM• 
BINF. TO DISCOURAGE INITIATIV!o OM TH! POSJTJV! Sib!, OF 
<XIURSF., THF.: F.XAMPL! 0, VHAT HAPP!N!D .TO THOSE VHO BF.MT TH! 
RllLFS TO TA,F. CARF. 0, THE SHAH 0 S CRONI'-S HAS STRENOTH!NF.D 
THE RAC,S nr BANKY.RS TO RESIST eRUDF. IMTER,V.R!NCES BY 
CLFRGY AND KOMIT!HS ANXIOUS TO HAVE TH!IR PET PROJECTS 
F'INANCF:O, HOWF.Vr.R UNr.CONOMIC. •NOeODY"S GOING TO STAND 
ll!F. !JP AGAINST THF.: VALL LI KF. THEY DID TO SOMll'. OF THOSE 
GUYs,· SAYS MANARI~ DIRECTOR AGMILI OF TH! BANk or IRAN 
ANO THf. ~JOOLE FAST. 
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12. ON BALANCE, HOWEVER, THE EFFECT OF THESE PRF.SSURF.S, 
PARTICULARLY ON BANKF.RS WHO ARE NOW CIVIL SERVANTS HAS 
Rll:EN TO DISCOIJRARE INNnVATION, BOLDNF.SS ANn rLEXIl!iLITY. 
THESF. AUALITJES ARE PARTICULARLY NEEDED AS MANY INSOLVENT 
JIUNIAN INDllSTRIF.S CALL OUT IN VAIN FOR CRF.nn. 

13. TO UNDERSTAND THE HIPORTANCE OF CREDIT FnR IRANIAN 
INDUSTRIF.S, ONF. SJ«\ULD RECALL THAT MllCH OF IT cnNSISTS OF 
THF. ASSEMBLY nF FOREIGN COMPONENTS, OR, AT LEAST, nF.PF.NDS 
HF.AVILY ON IMPORTED RAW MATERIALS. INDUSTRIALISTS WERE AT 
PAINS TO MAINTAIN THEIR CREDIT RATINGS.AS ~ANAG!NG OIRF.C• 
TOR SARHETTLIAN OF THE FOREIGN TRADE BANK OF IRAN CF'TBI> 
COMMENTED, THEY TOOK CARE OF THEIR· SUPPLIERS ~ELL REF'ORE 
THEIR. IRANIAN BANKERS. IN RETURN, MANY ENJOYF.D THE 
PRIVILEGE OF BUYING ON OPEN ACCOU"T• OTHERS TOOK OUT TEPM 
LETTERS OF' CREDIT OF 180 DAYS OR BETTER. AT 188 DAY TF.RMS 
HAVING ALLOWED A MONTH FOR TRANSPORT OF THE IMPORTED IN• 
PIJTS, A MONTH FOR PROCESSING ANO A MONTHS GRACE TO THE 
PURCHASER OF THF. FINISHF.1> PRODUCT !!!FOR! HE HAO TO PAY, 
THE INDUSTRIALIST ENJOYED A 3•MOllTH HOLIDAY BEFORE HE HAD 
TO REPAY HIS SUPPLIERS. THE FLOAT VAS AN IMPORTANT 
!'"ACTOR IN HIS PROFIT MARGIN. 

14. VITH THE REVOLUTION• FOREIGN SUPPLIERS !!EGAN TO IN• 
SIST ON CONFIRMED LETTER$ OF CREDIT, VHICH EFFECTIVELY 
MEANT CASH. FIRMS. IN TURN BEGAN TO DEMAND CASH PAYMENT 
FROM THEIR CUSTOMERS. TH! ll'LOAT WAS LO!!T, AND, Ill 
MANY CASES, PRODUCTION IS DOWN <AND !ARNI NGS), WHILE. FULL 
PAYROLLS MUST STILL BE MAINTAINED WITH A 20 PERCENT PAY 
BOOST. CUSTOMERS HAVE WITHHELD PAYMENT. EFFECTIVELY 
!~SOLVENT·, WITH THF.IR AVAILABL! COLLATERAL <LAND) REND!REO 
VAtUELESS, MANY INOUSTRI!S, ALREADY LENT UP, WERE TRYING 
TO BORROW F.VEN TO MEET THF.IR PAYROLLS, AND USUALLY WITH• 
OIJT SUCCESS. 

15. THE CRY FOR El'IERGENCY CREDIT, FIRST HEARD FIVE MONTHS 
AGO, WAS RF.SPONDF.n TO RY THE '"BU.~IN!SS COMMITT!E• OF THE 
RF.VOLUTIONARY COl'IMITTEE IN QUM. IN L·EAGUE WITH RIGHT• 
THINKING RAZARIS, THEIR WELL•PUBLICIZED 80 BILLION RIAL 
EMERGENCY CREDIT <REF A> BUILT UP GREAT HOPES. AT SIX 
PERCENT INTFREST, ANO WITH COLLAT!RAL RY.QUIREMENTS 
El'"l'"ECTIVELY WAIVED, THE CBI WAS TO CHANNF.l 8A BILLION 
RIALS IN 10 TRANCHES THROt~H Ill BANKS <RECF:NTLY AECOM! 11 > 
01'" THE STRONGER COMMERCIAL BANKS. FIFTY PERCENT OF THE 
BT 
11223 

131 



PP RUEHC 
DF. Rll1'3MHll I 1223103 H~ 13'~ 
ZNY r.cccc ZZH 
P 231~19Z OCT 79 
Flit AMEMBAS~Y TF.HRAN 
TO SECSTATF. WASHDC PRIORITY 4422 
BT 
C 0 NF I 0 F.: NT I AL SECTION 03 OF 83 TEHRAN 11223 

APPLICANTS' RE~UIRF.MF.:NTS WF.RE TO BE DRAWN FROM THIS 
FACIL ITV, WHILE THE BALANCE WOULD COME FROM THF. BANKS OWN 
FUNDS, H!".NCF.: lll;0 BILLION, RIALS WOULD BE INJECTED INTO THF. 
ECONOMY, WITH 1.6 BILLION.RIALS EXPECTED FROM EACH OESIG• 
NATED BANK IN THF. FIRST TRANCHE. THE CREDITS COULO BF. 
USETl EITHER TO MEET PAYROLLS, OR TO PURCHASE RAW MATERIALS• 

I~. WITH ONE POSSIBLE EXCEPTION, ALL OUR BANKING CONTACTS 
~RF.E THAT THE SCHF.ME HAS PROVEN TO 'RE A TOTAL FllILURF. 
THE BANK SANAYE, THE ONLY ONE OF THE-DESIGNATED BANKS TO 
GillE US FIGURES, NOTED TlilAT OF ITS 1,6 BILLION, ONLY 309 
"IILLION, aR 20 PF.RCENT or TARGET HAS BEEN ADVANCED. THE 
PRINCIPAL ROADBLOCK, All, ADMIT, WAS TH! HOPELESSLY COMPLF'.X 
RF.:DTAPE ENCOUNTERED BY Tl;!E APPLICANT• SAGHETELI AN OF FTBI 
TELLS OF ONE APPLICANT WHO'APPLIED FOR A CREDIT TO BUY RAW 
MATERIALS, ONLY TO BE RF.:OUESTED BY THF. LOAN COMMITTF.E OF 
THE MINISTRY OF INDllSTRitS AND MINES TO SllPPLY THE NAMF.S 
OF ALL HIS EMPLOYEES, INADVERTENTLY, HE HAD APPLIF.D FOR 
T\.IF. WRONt:l KIND OF CRF.DIT~ <THE QUESTION REMAINS WHETJIER 
Pl ORDER TO MAKE AN EMERGENCY PAYROLL LOAN, ONF. REALLY 
NF:F.OS ALL THOSE NAMF.S, > THE IRANIAN BUREAUCRACY IN THE 
MI~ISTRY HAO A FIELD DAY AS DID THE CLERICAL REPRESENTA• 
nvr.s, IN SOLICITING NIGGLING AND IRRELEVAMT DETAILS. 
"lflNTHS WOULD GO BY, WITHOUT ACTION ~N THF. PART OF THE 
MINISTRY OF CF.NTRAL EIANK, 

,, 

17. ALONE AMONG THF. BANJ(F.RS, SAGHATELIAN APPEARED llN:­
TROl!~LED PY THESE DIFFICULTI!S, WHEN THE CENTRAL UNI' WAS 
SLOW IN COMING THROUGH, HE WOllLD ADVANCE THE F.NTJRE AMOUNT' 
Ff'OM F'TFlI 'SOWN FUNDS, ANO CORRECT TH! ACCOUNT LATER, IN 
CONCEOJNr, TMAT THE DRAW·OOWN RATE JN OTH!R BANl'S WAS LOW, 
HF. ALLOWFD THAT HIS BANK HAD TRADITIONALLY ENJOYF.D THE 
CUSTOM C'IF TH "CREAM" OF' IRANIAN I ~DUSTRY. JN OTHER 
WOPrs, HF. WAS LENDINn TO THE FEW WHO DIDNT REALLY NEED 
EMEPGF.NCV CRF.OJTS, AS NOTED ABOVE, THE CCINSF.NSIJS WAS THAT 
THO SE WHO 0 IO NEF.D THEM WEREN'T GETTING THEM. 

18. THF. OVF.RRIOING QUESTION, THEREFORE, REMAJ NS THE 
CREDITWORTHINESS OF THE INDIVIDUAL INDUSTRIALIST, BANK 
MELLI, SAID ABTAHI', HAD DONE ALL IT COULD TO MAKE CREDIT 
AVA ILA BL F'. El!IT WHF.N A COMPANY IS PATENTLY INSOLVENT, WHEN 
IT HAS TO BORROW EVEN TO MEET ITS PAYROLL, .TJIEN A LINE HAS 
TO BE DRAWN. ABTAHI MADE IT CLEAR THAT Hf. HAD NO MORE 
DESIRE THAN AGHILI,SOMEDAY TO BE STOOD UP A~AINST A WALL. 

19. CONCLUSIONS, FACED WITH THE INEPTITUDE OF THE 
Rf:SPONSIEILE MINISTRY, NO COLLATERAL RE~UIREMF.NTS, ANO 
ASl'Ell TO PUT THEIR OWN MONEY INTO INSOLVENT nPF.RATIONS, 
TH~ COMMERCIAL BAKS ARE UNDERSlANDABLY NOT RESPONDINn 
rn THIS NATIONAL PRIORITY. THE CONSEQUENCES ARE FELT IN 
A NUMBf;'.R OF WAYS, 
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20, FOR f.)(AMPU'., THF. TRUCl<ING INOUSTRY' F'ACF.S A SF.RIOUS 
SllORTAGE OF' SPAPF. PARTS, ONE OF' THE LARGEST SPARE PARTS 
IMPORTF.RS CAN MF'ET ONLY ~5 PERCENT OF' ORDERS, AODITIONAL 
STOCK IS AVAILABLF., BUT UNPAID F'OR, I"I CUSTOMS WAREHOm;Es. 
THF. F'IRl'I IS INSOL\IF:NT, AND NO BANK WILL LEND IT F'UNOS TO 
PAY OFF' THF. LETTFRS 00 CREDIT AND CLF.AR CUSTOMS, MF.M!­
WHILF., ClOllF'.RNMF.NT MINISTF:PS ARE JAWBONINn MANllF'ACTURERS 
AND IMPORTERS TO "DO SOMETHING" ABOUT THE PROBLEM, 

21, THIS MAY PE AN EXTPEMS CASE, INDUSTRIES OWNFD 
BY THF. GOVERNl'IF.NT,. AT LEAST ACCORDING TO PRO-GOVERNMENT 
MllNAGING DIRECTOR AF'GHANI OF THE BANK SADERAT IRAN, llRF. 
~LE TO F'I NO ENOUGH CREDIT TO IMPORT ANO TO KF.EP PROOUC-
TJON GOIN(;, A NUMBER OF' PROBLE:MS WERE INHF.RITF.D FROM TME 
DAYS OF' THE SHAH. AGRICULTURAL MACHINERY, WE ARF. TOLD, IS 
DOING BETTER. 

22. THF.PE I~, NrVERTHF.LESS, CAUSE F'OR CONCERN IN THE 
PPECEOINr, ANALYSIS. AS REVOLllTIONARY EVF.:NTS RECEDE INTO 
TPE PAST, PEOPLE WILL EXPECT MORE OF' GOVERNMENT THAN 
GOVERNMENT IS PRESENTLY DELIVERING, THE NEXT F'F.W MONTHS 
SHOUUl GIVE lfS A BETTER IDEA Oi:' WHF.THER THF. !':TMIJUTY AND 
<llNF'IDENCE CUl'llJF WILL no UP, OR DOWN. LAI NGEN 
IT 
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1. (C-INTIU TIU) 

2. SUMMARY: DURING A RICINT VISIT TO TABRIZ, TDT COMMOJJ 
YISITID MllCIDIS-BINZ JOINT-VINTU!I DIISIL INGINI PLANT. 
COMMOJr JRotl IARLill TOUR IN TAB!IZ (1972-'7•) WlS WILL­
ACQUAINTID WITH PLANT, ITS PRIVIOUS IRANilN MlNlGING 
DIRECTOR AND ITS NIW IRANIAN MlNAGING DIRICTOI, CHRIST 
lGHABIGIAN WHO BlPPINS TO Bl AN ARMINilN. BT POST­
RIVOLUTIONlRT IRANIAN INDUSTRilL STANDARDS, PRODUCTION 
lT 59 PIRCINT or PAST PRODUCTION CAN Bl COUNTID lS succ~ss. 
STOil or HOW PLANT IS WllTBlllNG CRISIS PROflD!S lNTJRIST­
ING VIGNITTll ON RIVOLUTlONART IRAN AS WILL AS llAMPLI OJ 
HOW TlLINTID lRMINIAN MlNAGll CAN JUGGLI OJTIN CONrLICT­
ING INTEIJSTS OJ GOVIBNMINT, PRifATI SBAllBOLDJRS, BANKS, 
REYOLUTIONllT COMMITTllS, MULLAHS AND WOl[IJS, IND 
SUMMU!. 

:5. TRI IllNIAN DIESEL INGINI MANUJlCTURING COHPlN! (IDEM) 
WAS ISTlBLISRED IN 1979 lS A MIRCIDIS-llNZ JOINT YINTURI 
TO MANUJACTURE TRUCK AND BUS DIISIL INGINIS. APPROIIMATl­
LT EQUAL SHARES ARI BILD IN THIS PIIYlTI JOINT-STOCK 
DEYILOPHINT BlNI OJ IRlN (IMDII), IBlfAI COMPANY AND 
IRAN NATIONlL. KHAVAR lND IRlN NATIONAL All MERCIDIS-BINZ 
MANUJACTURERS IN TEHRAN OJ M-B TRUCKS AND BUSIS llSPICTI­
VEL!. IDIM HlS BEIN l SUCC!SS STORTI BT 1977 PRODUCTION 
HAD RISEN TO 18,009 INGINIS A Till (APPROlIMATILT BAL1 
EACH JOR KBAVAR AND IRAN NATIONAL) lND l YIGOIOUS EXPAN­
SION PIOGRAM WAS ENSURING STIAD! INCllASI IN IRlNIAN YALUI 
ADDID. PRODUCTION JOR THI CUIRINT IIANIAN TIAR (MARCH TO 
SEPTIMBIR) BlS DROPPED TO 759 INGINIS A MONT! 01 ABOUT 
9, 091 PIR TIAR. 

4. Itll1 HAS BIEN BOTH PORTUNATI AND UNJORTUNATI IN ITS 
CAPTIVE MARllT. lHAYAR COMPANY BAS BAD YIRT SERIOUS CRIDIT 
AND PRODUCTION PROBLEMS SINCI TRI llVOLUTION. WBILI ITS 
CHiil STOClHOLDER (THI ~OUDIYAI JAMIL!) BAS RIHAINID IN 
IRAN, TRI GOVERNMENT HAS INSTALLID NIV H1NAGll11NT AND A NIW 
BOARD or ~IRICTORS. IRlYAI WAS OYll-llTINDID lflN PRIOI 
TO TBI IEVOLUTIONl TRUCKS WIRI SOLD ON CllDIT IN IIAN AND 
lHAVAI lLWAlS HAD TO STRUGGLI JOR OPllATING CA,ITAL. WITH 
THI llVOLUTION, THI SHUT-DOWN or LABGI CONSTIUCTION PRO­
JECTS, THI llJUSAL OR INABILITY or ITS CUSTOMllS TO PAT 
THEIR DEBTS, COUPLED WITH CllDIT SBORTAGIS AND THI INEX­
PERIENCE or ITS NEW MANAGIMINT, TRI COMPANY IS NIARL! 
BANllU~. WORKERS WAGIS RAYi BllN IAISID WBILI PRODUCTION 
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IS VIRTUALLY NIL. IRAN NATIONAL,ON TSE OTSIR BAND, WAS A 
MONEY MACHINE ?OF ITS OWNERS, TRI lB!TTAMIS, IN PRE-REV­
OLUTIONARY IRAN. PAT[AN AUTOMOBILES HlD! BT TRI 1IRH VERE 
IN SUCH DEMAND THAT CUSTOHIRS fAtD CASK 6 MONTHS IN AD­
VANCE AND ITS H-B BUS HlRllT WAS GROWING STEADILY. THE 
K6AttlHIS RAVE JLED JROH IRAN, TBIIR PROPERTY HlS BIEN 
NATIONALIZED, BUT EVIN TRI PGOI BAS NOT BEEN ABLE TIT TO 
RUIN IRlN NATIONAL. THI C~HPANT BAD SURPLUS CASH OPERAT­
ING CAPITAL or OYER 1 BILLION TOMAN (ABOUT 135 MILLION 
DOLLARS) ON THE EVE OJ TRI llVOLUTION. TRIS BAS PROVIDED 
A COMPORTABLI TEMPORARY CUSHION TO AJSOIB INCllASED VOtlER 
WAGES AND TRI CONTINUING DllUND ro• H-1 BUSIS BAS PROVIDED 
A MAllET FOR IDEM. 

5. BY TABIIZ AND IVEN Il!NIAN STANDARDS, IDIM BAS BEEN A 
PROFITABLE COMPANY rot ITS SllllROLDIRS. TUINOVIR WAS 
OVl:l 688 MILLION TOMAN PJR YIAI (NIAlLT 181 MILLION DOL), 
IMPORTS or COHPONJNTS llOM DAIHLll-llNZ WIRE OVIR 100 H· 
DM PIB TEAR, TIE PLANT IAINID A PlOrJT or 88 MILLION 
TOHANS (OVll 18 MILLION DOLLAIS) IN 1977 lND PIOVIDID 
EMPLOYMENT roa 1388 TA!RI%IS. PtlHT IS NOW AT RALr-Pao­
DUCTION, JS PAYING ITS SlHI VOIKJOICI (VIICB ClNNOT II 
REDUCID) HIGHER VAGIS AND IS LOSING !)OUT ~ MILLION TOHANS 
A HON!! (AIOUT 888,llt DOLLllS). LOSSIS All TO A LAICI 
FXTINt BEING FINANCED T!IOOGI tlPPING INTO DIPllCJATION 
RISllVES AND SOMI BANl CllDITS. PIIOl TO TRI llVOLUTION, 
D-H CllHANT SOLD COMPONINTS lf 51 PllCJNT DOWN AND 58 PER­
CENT IN 9, 12, AND 15 MONTI Tl&NCBIS. AJTIR TSE REVOLU­
TION, D-H EXTENDED TERMS TO A 28 PllCINT TO 81 PIRCENT 
RATIO, BUT WBiN BERHIS ILIHINUED ITS llPOIT JNSUUNCI, 
IDEM WAS FORCED TO PURCHASE ON A CONJIIHID LITTll or 
CRiDlT IASIS. 

6. THE REVOLUTION HAS DRAMATICALLY CBANGID HlNAGIHINT­
LABOl llLATIONS AT IDIH, AT LJAST IN TRI SBOlT-lUN. 
AGBAllGJAN BECAME ACTING MANAGING DJRICTOI IN IAILY 1979. 
AGH.llGlAN, A NATIVI TABRIZ ARMENIAN, llD SPINT 13 TIARS 
IN GERMANY, BUT RITUINED TO TABRIZ IN 1978 AS AN INGINllR 
AND BAS VORllD HIS WAT TO TRI TOP 01 TRI COMPANY· 
AGBABIGIAN WAS APPOINTED MANAGING DillCTOI IT THI BOARD or 
ET 
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LIRECTORS lPTER TRI REVOLUTION AND 11-CONlIRMID IN TRIS 
POSITION BT TRI REYOLUTIONART PLANT COHHITTJJ IN A NOISY 
MEETING or ALL 1300 IHPLOTllS. TRI 11RLT PLANT COMMITTEE 
HAD 29 MIHBIRS (SOHi LIFTlSTS), BUT TRI WORllRS RAY! SINCE 
ELECTED A NEW 5-HAN COHHITTll COHPRISID 01 YIRT RELIGIOUS 
~ORllRS. AGBAJEGIAN IS SOHIWBAT CONCIRNID TBlt TRIS 
COHHITTIE rs INCREASINGLY BIING BY-P1SSID BY WORllRS WBO 
WANT TO BRING THEIR PROBLJMS TO RlH Dl!ICTLT. VRlLI '!1115 
INDICATES TRUST IT PLACES AN IHPOSSlJLE DIHAND ON BIS 
TIME. 

7. EVIN PRIOR TO THI RIYOLUTION, 1GBAJIGIAN BAD YIRT 
ASTUTELY RIACTID TO WOP.lll :rJIUSTIATlONS AND JIALOUSIJS. 
~·o 'fBI CHAGRIN or sun, Bl ALLOWID wo11tns TO USI TRI 
IDEM CLUB, SWIMMING POOL .HD 'U:NMlS COUHS. H STOPPID 
CONSTBUCTlON ON A 2~1,001 DOL ROUSI BJ BAD JllN CONSTIUC­
TING AND HAS CONTINUID TO LlYI IN A SH1LLIR BOUSI IN 
TABRIZ. HE NOTED THAT RILIGIOUS WORllRS RAD NO WBIRI TO 
PRAT AND BIGAN fBI CONSTRUCTION or A SHALL HOSQUI ON THI 
PLANT SIT!. Bi RllUSED 1 CBAfllUR, ·SOLD fBI NIW HIRC!DIS 
COHPlNY CAR lND DRlVIS A ~ TIAR OLD HIRCIDIS. ALL 01 
THlS BAS PAID Off IN llTTIR WOlllR llLltlONS, BUT PllRAPS 
EVIN HORI IHPORTANTLT KlS PIOHOTID AGBlllGilN'S l!L&TIONS 
WITH THE CITY'S NEW RE~OLUTIONART ISTAJLISHHINT. TRI 
SINGING or BIS PRAISES IT !IS PIOUS WORlll COHHJTTll RAS 
BROUGHT VISITS AND COHHINDAtlONS lROH TRI CITY'S CBIIP 
AYATOLLAHS. HIS RELATIVELY SUCCISSIUL PL!lS 101 CllDIT 
FROM TBE CAUTIOUS BANlERS IN TABRIZ RA'I lllN IACllD BT 
REQUESTS lROH THI CRiil REVOLUTIONARY COHHITTEI TO TRI 
GOVERNOR GENERAL TO THI CltT'S CBllf lYATOLLlBS. 

E. lGHlBEGIAN REALIZES THAT SUCCJSS IN llVOLUTIONART 
IRAN IS TEMPORARY. TB! WORllRS WBO "ILICTID" BIH CAN 
TURN AGAINST HIM ENBLOC roa LJTTLI OR NO CAUSI. BIS 
i'OABD or DIRECTORS, HANT 01 WBOH 111 NOW GOYlllNHINT .lP­
fOINTEES, ARI AN ADDITIONAL TRIAL. Bl BAS rouGBT TBIH, 
HOWEVER, REFUSING TO HAY! HINUTIS or BOARD HllTINGS CHANG­
ED FROM ENGLISH TO FARSI AND BAS CBALLINGID !Bill !RAND or 
"J!ANNER" REVOLUTION (ALL RBITORIC, NO WOIK). HOT1'1S ARI 
NOTORIOUSLY DIFFICULT TO ANALYZE, JDf IT lPPllRS THAT 
AJHABIGIAN, WBO HAS JllN lRUSTIATID TO Tl! POINT or RESIG­
~ATION ON THiii SEPlRATI OCCASIONS, JILllYIS TBAT TRI 
PLANT HIGHT WELL FAIL WlfBOUf BIH' SINCI BIS OARD AND THI 
WORllR COHHlTf.E RE1USED TO lCCIPT BIS RISIGNATlON fBIT HAT 
AGREI. AGBABEGIAN IS A HANAGll WHO SlllS TO CONQUIB TRI 
IHMINSI CHALLENGES fAClNG 
BIH. HIS LINES or ISCAPI SHOULD TBI CBALLINGI PROVE TOO 
LAIGI ARE OPIN, HOWEYlll H-J !AS A JOI WAITING ro1 BIH IN 
GEIHANT AND BIS ARHINIAN RILlflYES IN LOS ANGILIS WOULD 
~All BIH A BUSINESS PARTNIR. AGRAJIGIAN IS AN llAHPLI or 
ONJ OJ ONLY A PEW HUNDRED HODIRN HlNlG!RS THAT IRAN CANNOT 
AflORD TO LOSE. JAR TOO HANT HANAG!BS RAYi lLRE&DT Liff 
THI COUNTRY. THI MAJORITY or TKOSI llHAlNlNG IAYI 
JRUSTl1Tl0NS SIMILAR TO AGBAl!GIAN'S AND IN HOST CASIS 
SIMILAR OPPORTUNITIES ELSIWBIB!. LAINGIN 
n 
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