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HIE 48 - CURRENT OUTLOOK IN IRAN

1. The ourrent situstion in Iran is dominated by political
rather than sconczic factors. The Majlls elections, which began
in Tehran end the northern provinces on December 18, are a
decisive factor. The present expectation is that the 17th Hajlis,
which will suecceed the present Chamber at the expiration of 1ts
term ef qffiaa onn February 19, 1952, will contain & large National
Front majority and & amall communist (Tudeh) minority. The
mnjbé unimomn factor inm any lerecest 1s Moaadeqt's future. Our
present estimate, sublect te his death, is that he will remain
a8 Prime Miniater until the convocation of the mext H#sjlls and
will econtinue to be the dominant pollitiecal figure after that
period whethar in or ocut of offlice.

£. Eoonomic conditions in Iran, sincs ths withdrawsl of
the AIOC, have undergene no fundsmental change. #holesale and
retaill prices have remsined relatively stable, supnplies of
sspential consumer goods sre apparently ample, and government
smployeas, the armed forces, and the unemployed oll workers have
‘besn pald more or less on schedule. Holdinge and current sarnings
of foreign exchange ars adsquate to fustain satisfastory levels
of consumer goods Imports for an indefinite periocd. ¥Within six
to efght weekas, however, ﬁha_gcvarnment will be faced with th&
necessity for undertsking some new or unorthoedox fiscal operation
in order to cover lts budgetary delflisit, or, alternatively, to
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3. There 1s no sconomic resson why the Xrinisn Govermment
should not be able to deal with its budgetary problem by domestic
mpasures such ss further diversions of the country's monetary
reserves, & netlional lean, or much more effective tax collsctiens.
Such measures will rsquire s degrse of governmentel will and
eourage and this in turn probebly will depend on the support that
. e&n be expected from the naw Majlias. If the government proves
unable or unwllling to take the necessary fiscal steps, and in
the sbasnce of emergency forelgn aid, its inability te meet
govermmental payrolls could, in the short run, produce sericus
unrest in the army and bureaucracy end swonz the unemployed oil
“workers. The possibllity of an insurrectionary situation
developing out of these circumstances cannot be discounted. The
eventual outecome of such an insurrectionary situation 1a not
foreseeadble although it could be expected that both the Tudeh
‘Farty'xné the right-wing elsments opposing the National Frent
would attempt o gain power out of it.

4+ In connection with the possibility of emergency foreign
ald, 1% should be noted that there 1s doubt as to the willingneas
of Mosadeq to mocept UBS economic ald except as such aid was
offered virtuslly without any accompanying terms. In this attie-
tude, Mosadeq reflscts the dominent Iranien determinstion te deo
without forelgn ald from any sources if sueh aid 13 scoompenied
by what the Iranisns consider & threat to the independence snd

complete sovereignty of Iran.
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B, There 1s ne 1ikalih¢ad now of a succesaful move by
Mosedeq's conservative opposition te replace him. Should the
Shah ntﬁampt to remove him at the prosent time, his setion would
grqgably result in widespresd civil disturbances with ths possible
defection of a significent part of the security foress. It 1s
possible that the 3hah might be assassineted., 3hould Hosadeq
dle or be assassinated, it 13 probable that the 3hah could name
on Interim Prime Minlster, possibly Hoseyn Alg, and might declare
martial lew. But 4t 1s doubtful whether he could or would
dissolve the Majlis or cancel elections, unless communist control
appears sertain. |

8, %o 0il agresment is in aight, It-ia urtlikely that
Mosadeq will sceept the conditions whieh the British Government
and forelign oll cempaniss insist upon 1f they ere to resume the
purshsse of Irsnian oll, If that 13 the case, 1t 13 likely that
Mosadeq will Insist upen gelling to any purchaser who will pro-
vide transportation.

7+« Although the Tudsh Party doos not new appear to be
eapable of selizing powsr, it might aecquire that ability in the
eourse of national dlsturbsnces susch as those mentioned in para-
graphs 3-&5&15. It is probable, morsover, that the current
sleetions will return & significant minority of Tudeh sympsthizers

'to the ¥Mallls. OUver the ecourss of the next aix to twelve montha,

in any event, the governmsnt?s ability to check the growth of

Tudeh strongth will depend on its helding the loyalty of the
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security forces, maintaining at least the praesent messure of
eaanamia 8tabllity, and sustaining the erusading nationaliast
spirit directod against alil Tirelgn Interests that has marked

Iran in rscent yoars,
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