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1. THOSE TWO ASSESSMENTS OF LAST YEAR, TEHRAN OF 

OCTOBER 12 AND 0 OF OCTOBER 30, LOOK PRETTY GOOD I N  RETROSPECT, 

ESPECIALLY OUR VIEW THAT THE O I L  PRODUCERS WOULD BE ABLE TO USE 

THE O I L  WEAPON EFFECT VELY AGAINST THE USG AND ITS A L L I E S .  WITH 

O I L  SELLING AT FOUR TIMES ITS OCTOBER 1973 P R I C E ,  O I L  RANKS WITH 

SOVIET,  CHINESE AND ARAB-ISRAEL RELATIONS AS ONE OF OUR CURRENT 

CRITICAL PROBLEMS. AND OF C 
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HAVE PLAYED THE DANCE OF THE SEVEN V E I L S . )  WE ARE NOT LIKELY 

TO B B I T H I S  BY THREATENING THE SHAH. PUBLICIZED PROPOSALS THAT 

WE "TAKE THE GLOVES OFF" MAKE HIM LESS AMENABLE TO COMPROMISE 

ON THE OIL P R I C E  I S S U E  THAN HE MIGHT OTHERWISE BE.  THE SHAH IS 

NOT AN UNREASONABLE MAN. MORE THAN MOST HE CAN SEE DOWN THE 

ROAD THE CALAMITOUS CONSEQUENCES, EVENTUALLY EVEN FOR HIMSELF,  : 9 . , ( * .  ,f- 

' I F  WESTERN EUROPE, JAPAN AND THE UNITED STATES SUFFER *F,IJhFA"IUi%N ., ' 1 8  'aL1E 1 

COLLAPSE LEAVING HIM AND THE ARABS DEFENSELESS AGAINST THE SOVIET 

x (UNION. THE SOVIETS EVIDENTLY ANTICIPATE A COMING CRUNCH BETWEEN 

[THE SHAH AND OURSELVES OVER O I L  P R I C E S .  THEY HAVE SENT OUT .... 
]FRIENDLY SIGNALS TO THE SHAH BY A.GREEING TO RAISE THE PRICE THEY - 
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4. S I N C E  DEVELOPMENT OF ALTERNATE RESOURCES WILL TAKE MANY 

YEARS AND THE C R I S I S  IS NOW, WE MUST TRY TO S T A B I L I Z E  P R I C E S  

. BY PERSUADING THE SHAH AND OTHER PRODUCERS THAT SOME COMPROMISE 

IS NECESSARY FOR THE PRESERVATION OF A WORLD I N  WHICH WE AND OUR 

A L L I E S ,  AND THEREFORE THE PRODUCING COUNTRIES, CAN SURVIVE. THE 

SHAH PAYS L I P  SERVICE TO TI4I.S CONCEPT, 

THAT EXCESSIVE P R I C E S  CAN BE RUINOUS AND W . I L L I N O Z J E  .COMPENSATED. 4 :- t 1. 

BUT HE DOES NOT APPRECIATE 

FOR BY MAKESHIFT LOANS AND SHORT-RANGE EXPEDIENTS. 

5. EVEN THE INESE, IF THEY PROPERLY E TE T H E I R  OWN 

INTEREST AT T H I S  TIME,  SHOULD LY WELCOME AN ECONOMIC COLLAPSE 

OF WESTEW EUROPE 
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THE SHAH HAS RECEIVED OVER THIRTY HIGH-LEVEL DELEGATIONS SEEK- 

ING A I D  AND TRADE AGREEMENTS AND OFTEN OFFERING P O L I T I C A L  A S  

WELL AS ECONOMIC BENEFITS  I N  EXCHANGE. 

7. I N  FEBRUARY, THE SHAH OFFERED O I L  TO I N D I A  ON CREDIT 

TERMS WHICH MADE THE EFFECTIVE P R I C E  ONLY $3.50 A BARREL. HE 

PROMISED HEAVY INVESTMENT I N  INDUSTRY I N  EXCHANGE FOR COMMODI 

I T I E S  NEEDED BY IRAN. MRS. GANDHI'S V I S I T  I N  A P R I L  1974 FURTHER 

CLEARED THE A I R  POLITICALLY AND LAID THE GROUNDWORK FOR FURTHER 

COLLABORATION. I N D I A  D I D  NOT GIVE THE SOVIETS NAVAL BASE RIGHTS 

I N  INDIAN PORTS, AND BOTH I R A N  AND I N D I A  APPEARED TO TAKE A 

MORE RELAXED, PRAGMATIC VIEW 
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9. THE INDIAN NUCLEAR TEST I N  MAY RAISED AN I S S U E  WHICH 

WILL INCREASINGLY AFFECT REGIONAL RELATIONS FROM NOW ON. 

ALTHOUGH THE INDIANS HAVE EMPHASIZED THAT T H E I R  NUCLEAR PRO- 

GRAM IS DIRECTED ONLY TOWARD PEACEFUL APPLICATIONS, THE P A K I S T A N I S  

FEAR THAT THE PROGRAM COULD COVER DEVELOPMENT OF AT LEAST A FEW 

NUCLEAR WEAPONS. EVEN WITHOUT A PROPER DELIVERY SYSTEM, A FEW 
Pit. 

WQULD ADD S T I L L  ANOTHER DIMENSION TO INDIAN 

l iRmEb$kSTm.  THE: PAKISTANIS  HAVE HINTED 

THAT THEY HAVE RECEIVED REAS 

PROBABLY VAGUE AT BES T ERS OF PROLIFERATION OBVIOUSLY 

HAVE INCREASED. 

CES FROM CHINA, BUT THESE ARE! 

THE MOST PO 
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12. ANOTHER MAJOR DEVELOPMENT SINCE LAST YEAR HAS BEEN THE 

USG'S EXTRAORDINARY RAPPROCHEMENT WITH EGYPT AND SYRIA.  I N  

EGYPT, PARTICULARLY, THERE HAS BEEN A REVOLUTION IN GEOPOLITICAL 

RELATIONSHIPS, WITH SADAT T U ~ N G  AWAY FROM THE SOVIET UNION AND 
L 

TOWARD THE USG, SAUDI ARABIA, AND IRAN FOR COMPENSATORY SUPPORT. 

I T  HAS GIVEN US AND OUR FRIENDS A SECOND CHANCE TO ALIGN EGYPT 

ON OUR S I D E ,  AN OPPORTUNITY WHICH HAS NOT EXISTED S I N C E  1955. 

EGYPT IS S O  INFLUENTIAL I N  THE REST OF THE ARAB WORLD THAT WE 

SHOULD NOT F A I L  TO CONTINUE TO TAKE ADVANTAGE OF T H I S  NEW OPPOR- 
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PRESENCE IS NEEDED TO COUNTER THE THREAT FROM IRAQ AND THE 

SOVIET UNION. THE SHAH'S SUPPORT OF THE PRESENCE OF MIDEASTFOR 

IN BAHRAIN SHOULD HELP ALLAY THE FEARS OF THOSE GULF ARABS, AND 

SOME AMERICANS, WHO HAVE BEEN APPREHENSIVE THAT THE SHAH'S 

MILITARY BUILD-UP IS A PRELUDE TO FUTURE SEIZURE BY IRAN OF THE 
3 ,  

ARAB COAST OF THE GULF. 

17. EXCEPT FOR IRAQ,&THE ARAB GULF PO WE^^ v RAN MADE 

EXCELLENT PROGRESS I N  SETTLING I S S U E S  AMONG THEMSELVES AND MOV- 

I N G  TOWARD GREATER COOPERATION. IRAN SIGNED A MEDIAN-LINE AGREE- 

MENT WITH OMAN, GENEROUSLY ACCEPTING THE OUT-LYING SALAMAH ROCKS 

AS THE BASE POINT FOR MEASURI 

. -. . 
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FRIENDSHIP WITH SOMALIA AND CONTINUED TO PROVIDE THAT 

STATE WITH TANKS AND M I G - 2 1  AIRCRAFT, MEANWHILE BUI  

THOUSAND FOOT AIR STRIP FROM WHICH THEIR VERY LONG-RANGE%EAR’’ 

AIRCRAFT WILL BE ABLE TO KEEP THE ENTIRE INDIAN OCEAN UNDER 

SURVEILLANCE. 

20 .  S I N C E  THE CHINESE, LIKE THE IRANIANS, HAVE NO REASON 

TO FEAR AMERICAN NAVAL POWER I N  THE INDIAN O C B * N  B!I$?J HAVE 
I 

PLERTY OF REASON TO FEAR SOVIET POWER, I T  IS POSSIBLE THAT THEY 

WOULD QUIETLY ACEEPT,IF  NOT PUB 

ll8.H 1 ’ 

c - 
NAVAL PRESENCE I N  THE AREA. p7 THE SOVIET “SURGE C,A FY“ 



I I P O L I T I C A L  AND PROPAGANDA CAMPAIGNS AGAINST IRAN. MANY BANDS O F  

WERE CAPTURED BY IRANIAN AUTHORITIES AND TOLD T H E I R  S T O R I E S  OF 

TRAINING FOR SABOTAGE AND GUERRILLA WARFARE I N  I R A Q I  CAMPS. 

THE I R A Q I S  CONTINUED TO RECEIVE MASSIVE QUANTITI$S O F  SOPHISTICATED 

MILITARY EQUIPMENT FROM THE SOVIET UNION, INCLUDING T - 6 2  TANKS; 

SURFACE-TO-AIR MISSILES, OSA-11 MISSILE FRIGATES, AND TUPOLEVW. 

2 2 ,  SUKHOI-20  AND MIG-23 AIRCRAFT. 

SHAH FELT H I S  OWN MILITARY BUILDUP QUITE J U S T I F I E D ,  ESPECIALLY 

IN VIEW OF H I S  POPULATION WHICH IS THREE TIMES THAT OF IRAQ. 

HE ALSO CONSIDERED H I S  PROG OF A I D  TO THE KURDS J U S T I F I E D  BY 

I N  THE FACE O F  T H I S  THE 

Y TO IRAN AND 

EXCLUSIVELY E 
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EVEN THE UNITED STATES WITH THE L I N E  THAT I T  WISHES TO REDUCE 

ITS DEPENDENIIE ON THE SOVIET UNION, AND REALLY WISHES T O  FOLLOW 

MODERATE P O L I C I E S .  THE SHAH HAS RECEIVED WORD OF T H I S  FROM 

KING HUSAYN AND THE EGYPTIANS. HE STRONGLY DOUBTS I R A Q I  S I N C E R I T Y  

AND JUDGES T H I S  TO BE A TACTIC INTENDED TO REDUCE PRESSURE AND 

GAIN TIME UNTIL THE KURDS CAN BE CRUSHED. HE HOPES THE EGYPTIANS 

AND THE USG WILL NOT BE DECEIVED BY T H I S  IRAQI  MAN 
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AREA OF THE WORLD), CONDUCTS A RESPONSIBLE POLICY VIS-A-VIS 

IRAN, AND HAS WON IRAN'S TRUST BY THE GOOD BEHAVIOR OF CHINESE 

DIPLOMATS ASSIGNED HERE. 

FOR CHINES€!-IRANIAN FRIENDSHIP, IS PROBABLY THE MAJOR FACTOR ' 

DISTANCE, WHICH IS ONE OF THd REASONS 

WHICH INHIBITS A GROWTH OF CHINBSB-IRANIAN TRADE. THIS WILL * 

PROBABLY BE OVERCOME. THE CHINESE GAVE THE IRANIANS THE RIGHT 
. v  n ., TO FLY OVER SINKIANG PROVINCE (THIS WAS A MAJOR CONCESSION) 

AND IRAN AIR PLANS TO BEGIN ITS SE NG ON 1 NOVEMBER. 

f CAAC (THE CHINESE AIR LINE) HAS DE SERVICE (WHICH - 
' PT IS TO BE PEKING-KARACHI-TEHRAN-BUCHAREST-TIRANA) WITH POSSIBLY 

24. THE USG C 

ONLY 
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VIDE MORE REAL INSURANCE FOR PAKISTAN THAN IRANIAN F-14"s NOT 

TO BE DELIVERED FOR SEVERAL YEARS. OUR EFFORTS AT PACIFICATION 

WERE JOLTED BY THE INDIAN NUCLEAR EXPLOSION I N  MAY. WHATEVER 

THE INDIANS MAY SAY ABOUT PEACEFUL INTENTIONS, THE PAKISTANIS  

THINK THE INDIANS WILL BE ABLE TO PRODUCE NUCLEAR BOMBS, AND 

L I K E  ONE PlYE I N  THE KINGDOM OF THE BLIND,  ONE BOMB COULD BE ' ' I -  ' * 

ENOUGH. NOTHING WE CAN SAY WILL EFFECTIVELY CALM THE;:P 1s ; * {  LJ, 1 

ON T H I S  SUBJECT AND THEY ARE L I  Y TO TURN MORE THAN E 

i 

THE CHINESE FOR INSURANCEJPROTECTION AND HELP. 

25. I N  THE GULF WE COUNSELLED RESTRAINT AMONG OUR BRIENDS 

AND THESE COUNSELS WERE HEEDED. WE D E D  


