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It has seemed to the Embassy that it 18 vital for the Zahedi Government 4o .
adopt a planned program of public information:concerning the situation of the” _
international oil industry, the position of Iran therein, and to be able to '} i 3
relate the present American’ emergency financial aid to the need for & prompb z D ety
settlement of the oil dispute with Great Britain. Certain suggestions and pro= .,
posals are being t@laborated jointly by the Embassy and USIA which could be ik s
helpful to the Zahedi Government, which has asked for such suggestions in the o
informational campaign upon which it is embarking. - ey ol
. : - b RINTR
After some thought on the subject the Ewbassy believes it would be 'extremnly%
useful.:for a publication well known in Iran to carry either an editorial or an o,
articld which .would cover the points mentioned above and which could'be utilized .
to very good dffect in Iran. The Embassy therefore has drafted the attached ' ot
gtatement entitled "Dilemma ‘in Iran" which it would like %o suggest to the De~ 3
partment cowld be utilized as soon as possible as the basis for a;n.edi'borialr o w
article in either one of the three American publications having ‘most,‘influenqe oy
in Iran; namely, New York Times, Time Magazine and Newsweek. Tn .;vieirrof. The - ()
; article's length, it might possibly be most advantageousiy used in :the Sunday
: Editorial Supplement of the New York Times. o s b
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_ - . DILEMMA IN IRAN L ‘ i

Of the sectors of the world giving headaches to our countryts| policy=; |
makersg few are as conspicuous as Iran. Wily Dr. Mosadeq, who natibnalized
the Iranian oil industry, ‘expelled British oil interests and brokej relations’
with Great Britain, before his overthrow nearly three months ago, attempted !

a policy of open blackmail against the freec world. He took the position thab
there was no alternative to his regime except communism; that the United States s
therefore, must decide whether or nobs: (1) his regime because of lack of funds
was to fall and be replaced by a commmumnist regime or (2) the United Stb.te's’? ii :
- would support his regime financially over an indefinite period of time. 1 : ‘l
| AR SR S R
By taking such a position he placed our Government in a dilemmal On .one |
hand the taking over by Iran of communist would represent a serdious threat to i
world peace; on the, other hand the American tax-ridden public would certainly
not tolerate the indefinite extension of Amorioan Pluancial aupport to.a governe |
ment which, if 1t desived, eould immediately obtain the funds hecedsary for its !
maintenance from the utilization of its own national resources. ' & ; |, ‘a1
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The American Governmentattempted to solve this difficult problem by bty
i ing to persuade the two parties concernsd to reach an agreement with. regard to':
h Iranian oll which on the one hand would assure the integrity of Tran.and on the
other would be in accord with principles of international intercourse which i
must be preserved if a free world is to survive. Dr. Mosadeq, unfortunately, i
refused to enter into such ad agreement and continued as a right to demand "
American financial assistance 'in lieu of oil incomee L NI
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When repregentatives of {he free world would point out %o Dr. ,.Mdseideq- that
he was lading Than in the divection of communism, he was accustomed to reply,
"So much the worse for you.! . : b
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Like politicians in other comntries who bear great responlsibil‘it‘y ‘for the
loss of the independence of their people, Mosadeq =eemed to believe that he
o could cooperate with the commmnists to his own advantage and that whenever he
desired, that cooperation could come to an end. He permitted the communilst
elements in Iran considerable latitude in stimnlating hatreds between various
groups of Iranians and in stirring up hostility against the countries of the
free world. In the latter days of Mosadeq's regime it would appear, that it was
being transformed into a vehicle in which the commnists would be able to hitche
hike into power. By the sarly part of last August it had become clear that. '
instead of Mosadeq using the communists for his purposes, they, were|using him:
for their purposes. ' l IR L
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When the Iranian people finally realized the situation, under the leader-
ship of those loyal to the Shah and to Iranian institutions, the forces opposed
' to alliance with or domination by the commmists arose in wrath dnd’ enforced
the firman of the Shah replacing Mosadeq by Zahedi. Thereafter the:United States,
! X e b




Page . of SECURELE- TG R LT ON——

) BN
' e AL
|- OMETIINTINL Bod N6 L1 1t
%' ) Frnm- - { Classificatrion) Desp. J’No___géll.__’ ! P T
I ’ ' From Tahpan 1 17 « 1
i [ i ]

. 10,
Page & 5t 2 of

. : " b E !

: l aware of the chaotic financial and economiec situation which Ceneral. Zahedi in- { ! !
; herited and which in great measure had been cocealed from the Iranian peopls; '
declded to allocate on an emergency basls the sum of $15,000,000 to help Iram '
with its serious immediate problems.. This emergency aid has given the Zahedi.: E
regime a breathing spell in which to consider sensible possibilities for - p
attaining a settlement of the oil problem, which would result in the resump- , .
tion of the flow of subsbantial quantities of Iranian oll into the wordd ;&
markets.. : i BRI
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‘ The; problems which Mosadeq has Jeft for the new government in Irjan to solve
R are numerous and difficult. Not only is the treasury empty and the budget.out
of balance, but the property of the state which Mosadeq's Government failed to
keep in repair is in a deplordble condition. The upkeep of the railways for
instance has been neglected. Tt is only with dlffieulty, theresfore, that on
gsome of the trunk lines trains are able to move at half their normal speed.
Roads have fallen into disrepair. Public buildings are leaking and in some.
instances crumblings The great Abadan refinery which in 1951 was refining moret'
oil than all the other refineries of Europe, Asia and Africa combine d has been
: idle for more than two years. Many thousands of its employees as well as em=. .
P ployees of the oil fields themselves are still unemployed. In order to minimize
& discontent the Govermment has been paying their salaries from its budget. Iran,
i which was once one of the world's great exporters of oil, has lost its oil may-:
' kets, Iranian oil has been replaced by oil from other Middle Fastern countries,
who have taken advantage of thé presence of effective and experienced oil pro- .
duction and distribution organ@zations to increase their ﬁro;lubtioniby leaps
and bounds. Similarly, many réfineries in Furope and Asia have replaced the
refinery at Abadans One of the most difficult problems for the new, Government
of Iran is that of finding ways and means of restoring Iranian oil exports.
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With the advent of the Zahedi Govermment, there was the prospect of a more
sensible and sober Iranian approach to the problem of the production and dis-
tribution of its great oil resources. Nevertheless from news reports being . : .|
. received from Tehran it appears that the familiar difficulty of obtaining speady
N concrete action remains. The $15,000,000 which ouwr Covernment, contiived with
some difficulty in obtaining from its unallocated foreign assistance funds,
will be exhausted within a few months in an effort to maintain the country's
budget and economy on an even keel. Combined with this is the' newsitha’u certain -
demagogic self-styled nationalists, who have no understanding or apparent in-' e
terest in the complexities of the extraction, refining and distribution of oily!
are beginning to eriticize the Zahedi regime's first hesitent steps|toward =
solving a problem which literally embodies the lifewblood of Irana 5 { v
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It is our understanding that American officials in Washington and Tehran
are seriously concerned because o many public spirited and patridtie: Iranian’ E
P citizens do not seem to have a full appreciation of the'time factdr with which ' |
Lo Iran is confronteds There seems to be a failure on the part of many 'oi‘i them ; f ;
to realize how necessary it is for them to stand behind their CGovernment in .a};
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1 ‘ determlned attempt to solve the most important problems of the counta:'y bei‘ore »
! the emergency aid which the United States has extended to Iran:is exhausted. .

There seems to be a lack of understanding that although the American peopls . .

i have a deep interest in the welfare of the Iranian people and are anxious 'thab B
: Iran maintain its independence, they would However object to the extension by |

the American Government of additional aid to Iran unless Tran displays a mll-‘ .
ingness to enter into a mutually fair and reasonable agreement whi.ch would, * ¢
make it possible for the Iranian Government again to derive revenues from P
B Iranian oil. It is hoped that the Iranian people as a whole will realize thab
1 only through a speedy settlement of the oil problem will the country have 1 P
gtability and apain move along the road towards prosperity. Pa g i
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If the Iranian publie couid once understand how their coun'bry' was be:mg T
bypassed in the economic development of the Middle East, that the world does’
not need Iranian crude or refined oil resources to the extent of paying: SPEClal
benefits for them, and that its friend the United States and its other well- | .
wishers would hardly be in a position to help Iran further in the absence of & i
evidence that Iran was not doing all possible to help itself, a great;and in-, .
! dispensable s’oep would have been taken toward resolving the dilenmla Jof Irans
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