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. SECURTTY INFORMATION ‘

CENTRAL INTELLIGENCE AGENCY

2k Augnst 1953

SUBJECT: B8R-49: THE CURRENT OUTLOOK IN IRAN

THE PROBLEM

To estimete the current situation and the short-term ocutlook
in Iran.

ESTIMATE

1. On the basis of present indications, we believe thet the
new govermment of Iran will consolidate itz control over the country.
However, the alignment of forces in the present crisis snd the
character of the new government am’ not yat clear enough %o parmit
& firm eastimste of future developments.

2. The security forces appesr to be responding to the appenl
of the Shah's suthority and the will of the crowd, end the relabively
few confirmed pro-Mossadeq men within the top command have thus fer
either accepted the change or been removed. (Befors complate control
of the army cen be sssured, however, it will be necessary to exsming

CONHDENTAE

Approved For Release 1999/09/08 : CIA-RDP79S01011A001100020007-9



. E : - ‘
g Approved For ReleaseJ$899/09/08 : CIA-RDP79S01011AQ§1100020007-9
' ————

the loyalty of key military personnel and possibly to undertske &

- wide -spread reshuffling of ke;y military assignments.) Mossadeq
himself has am'mniéred, and the relatively small organized groups
which wers loyal to him to the eiﬂ are not at present in a position
to stir up serious resistence. The tribes, many of which ‘appear to
have backed the Shali egninst Mossadeq, have thus far remained quiet

except for minor action by the Qashqnt.

3. ‘The new pro-Sheh government will probebly enjoy a wide degree
of support, at lsast initially. Deepite the enormous popularity snd
prestige which Mossadeq won through his achievement of oil nationeli-
zetion, he falled to deyvelop a large organized body of loyal followers.
As time 'mnt on he clashed with and lost the support of most of the
important political figuves in Iran, including Kasheni and other
leading members of the original National Front. His popular appeal also
weakened, in part because of his failure to solve the oll guestion, 'bub
more becauge of his incressingly violent attacks on the Shah, hia
dictatorial actions, and his open co}laboration vith Tudeh. He was

sble to survive mainly because of his control of the machinery of

© government, his own 1nddmitable personality,. and Tudeh's usaistance.
At the end the mob played an importsnt and poseibly critical role in
his downfall. Although many Iranians will regret the downfall of

Mossadsq and will thus provide a source of future opposition to the
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sew cagime, most of this group will probebly sojuiesce &i 12

wenporarily in the change.

4, The nev govarnment wili be opposed by the Commiuied Saydirhn
Party, whose support of Mossadeq iv recant months wes mohlveisd o4
large part by the desire to prevent the "counier-revoluiiosary forces
sround the Shah from regaining the ascendency. Althougs Twizh is
capasie of cresting sericus loeal disorders, 1% ls vob now ¢ otk
of effrctively battling the security forces, vaich will &laadt
certainly teake strong sction agpinst 1t. Horsover, &8 Une ndé govero-
ment strengthens its control over the srmed fosces, this Tuden ceja-
bility will progressively decrease. tn eddition, vhe reswrgInce c
anti -Communist, pro-Sheh sentiment in the lsst ?ow days has aused
Tudeh to 1ose: a great deal of the popular gupport 16 manifassed iv
recens months. We eongider direct Soviat mnw intervention it

support of Tudsh to be extremsly unlikely.

5, In consolidating its copirol, the nes regime will have the
aifficult task of esteblishing and maintaining working arresgenenis
with the various elemepts which aglitated for Mosssaeg ‘s dowelall.
lthough Genersl Zahedi will probebly seek %o be 3 swrong preuier,
his esrly anncuncemente have laid grest siress oo the re-eetablishoent
of constitutional government under the Bhah. .0 &Y gvenc, ke will

heve to work cut compromises on patronmye and pollcy amoug such
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divergent clements ae the military leedership, violent and unreliable
Witranstionalists like Kasheni and Baghal, and old guard conservative
lsndowners. Moreover, the Shah has never backad any of his previous
prime ministers conzistently, and Zahedl may have difficulty in re-

taining Lls active support.

6. Iran's over-all economic situation, though depressed, is mot
imedietely critical. However, the financial condltion of the government
is precarious. While the new government could continue to meet its
current fisancisl detia;.its by the printing of additional currency
and by other devices used by Mossadeg, the use of such methods was
one of the reasons .for tue decline in confidence in the Mossadeq re-
gime. Moreover, the Shsh's statement of 23 August, in which he anncunced
Iran's bankruptey end céndemed Mossadeq 'e unorthodox finsncial
practices, highlights Iran's financial problems and makes it even
more difficult for the regime to use Mossads)'s methods to meet its
financiel difficulties. The new regime is likely %o face genersl dis-
illusiommeat and s possible serious loss of support if it fails within
the next few weeks to come forward with proposals which give promise of

a substantial improvement in the fionancial position of the government.
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T. Zahedl, in attempting to formmlate polley, will certainly
be affected by the considerations noted in the preceding paregrspha.

- In addition, he will seek to avoild suspicion that he is betraying
Iranian nationalism end guard himeelf sgrinst sccussdions that he is

8 puppst of forelign interests. In gemeral, however y the govermmerdt will

probebly operate along the following lines:

2. The gro-Shah government clearly esxpects an eaging of the

B

US attitude towmrd Iran now that Mosssdeg hes been de-
posed. Ii appears to bs on the verge of follovwing up

the Bhah’s statement of 23 August with e specific ajpesl
for ewsrgeney US ald in meeting the firancial difficuliies
vhich now confromt it, apd will probably sesk additiomal
US developmentsl eid as well. Although it will wish

to avoid the appearance of subservience %o the US and
would probebly refuse any defense comltment, it may
algo sesk additlional military aid. It alwost certainly
expects US ccoperation and sssistance in solution of its

oll problen.

It will slmost cerdtainly seek a resolution of the ofl
dispute aud be easier than Mossadeq to deal with.
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However, both on growmis of principie auvd for fear

of ultranationalist objection, it will provwsdly re.
fuse to, accept the settlement terms edvanced by the
British last spring and will almost certsinly m;}@cﬁ
any restorgtion of British control over oil o@mﬁim
within Iran.

¢. It will probably maintein a vigorous enti-Communigt
attitude al home, and whils suxious to clegr up atbe
standing differsnces with the USSR, ie unmlikely to

meRe major concessions to do so.
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1. Subject estimate was laid on, on a Neragh! basis, at the
TAC meeting of 18 August
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