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The pituation in Iran is extremely critical, DARE: A ESe T rereseaicos.

and violence, the Abadan refinery has been closed dowm, and production and
shipping operations have been restricted., The flow of rafined products
from Iren will cease within a few days and, even if the strike were soon
settlsd, could not be fully rosumed for at least two or thres ponths. The
flow of cxrude oil is at the moment down to 00 percent, of normale

Although Iranian Army reinforcements, including tanks and armored cars,
have been rushed to the oll field area, the situation remains explosive,
At least 20,000 workors are.now idls, and anti-British feeling is running
high. Tudeh and Liationmal Front agents are zctive 4in the area and can be
expactad te contimue to fowmant demonstretions and violence,

I further trouble qocurs, there is a possibility that the UK might
ssnd trcops to southern Iran, UK Forelgn linister lbrrison has stated that
he would not hesitate "o take appropriiate action® to safeguard Dritish lives
and property. Threo Dritish fyigates are steaming toword the head of the
Pergian Gulf from Dahrein, and a British cruiser is on its wmy to the Fersian
Gulf from Aden. Should Britdsh forces land in southern Iran, not only would
Anglo~Jranian relationa be further embittered but the USSR would be given a
strong pretext under the SovieteIranian Treaty of 1921 to occupy parts of
northern Irane Although the UK undoubtedly recognizas the danger involvaed
in such a course of action, it might conceivably be c.ompclled by public opinion
to carry it out.

A Lurther sorioua dangsr is that the combination of Tudah leaderahip
axd dscpwseated unrest, which has produced the erisis in southern Iran, will
be able to undermine the authority of the central govermment in othaer parts
of the country. Demonsitrations and violence have already occurred in Isfahan,
striltez are reported in liazanderan, and a Tudehweled demonstration is reported-
1y scheduled in Tabyiz on 1 lhys The Iranian Chief of Staff is gravely com
cerned that the Tudeh group might be able to keep ther armed forces off balance
by sueh widaly separated activity,

These "‘udeh and lational Front activities are also blocking action on
the IxporteImport Barl loan and the povermment?s internal finanﬂ.al problams
end impeda any reasonable solution of the oil natdonsldization question. Pree
mier Ala has just obtained a vote of confidence fron the llajlis, but he lacks
© the will and backing to make any sustained effort and will probably soon resigne
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The Shah would then almost certainly have to turn to either Qavan or Seyyid
 2iay the only public figures who have tho prostige and following to exer—

cise tle strons leadersiip the situation demanda. Seyyld Zia appears to be
the neere 1ikely choice, despite :is reputation as an Anglophiles Ile wmld
probably insist on being authorized to take extrems msasures, includings
(a) dissolution of the lbjlis; (b) reinstitution of mrtial law; (e) rule
by dscreej and (d) suppression of fros Speech and agserbly, in order to
counteract the disruptdives influences of the liational Frent, the Tudeh Party,
and scheming by Qavam, Such a drastic -xogran, viulch tha Shah nowr appaars
to fawor, might wall stabilise tho country, but its success is far frem
assured.
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