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The Presen

Introduction

This hearing provides an opportunity for us to review
togetner the present situation in Iran and some of its
1mplications for the future of United States policy towarnds

-

firan, and the Middle Bast:

I propose to deal with the following guestions in

this Introductory presentations:

=

What have been the 1lnterests and role of tae

dniwediistatestin Iran?

Wwhat is the present situation and how d4id it arise?

What are the regional and g3lobal implications of

(LAt

these developmeants in Iran?

What@is the U.S. posturel toward this situation?

1

what lies ahead?




short, T will be developing the following points:

FoY g

The United 3tates remains firmly coamait
has

ted--as
very American adainistration since World War
II--to a free,

stable, and 'indegendent Iran.  Iran's
independence is critical in protecting thne £reedon
of Dtiher nationskin the Middle BEastu " Flftyipercent

of the petroleum consumned by the Free World passes
through the Straitsiof Hormuz on Iran’s southeri filianicy
i,

has

>

like other nations that have developed rapidly,

over the past two de

~
~

experienced fundamental and accelerating change

ades—-—-aconoaic developaeat,
widespread social

change, and deaands

for greater
popular involveunent in shaping the decisions which
afFock wiranls litEerand

Blitircs v In tldeconrse oF Enils
orocess of rapid modernizatioan, economic Projress
has out-paced the Jevelopment of political RS T E
Eions. i Some Iranidns have fedk

(8

t@at gheir tradition-—
al rolas and religious convictions have been threat-
aned by these developwents and by the
unfamiliar culture.

of an

introduction
Many are now insisting on
5 wideri sharing of political power as well as
aconomic benefits. This
Thaira Rt osiaye

is theierng oF the provlem

Jur policy over three decades has been to WOr K
with Iran,

as with other nations undergoing these
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profound changes, to help them find constructive
solutions to the problems they face, emerge fronm
periods of change with new stability, and preserve
their national independence. QJQur strongly-hz21d view

1S that neo eutside power should try to dictate

Iran s collesie, icxalioitiinsitavilliitey Sfew Hittsown# e nds,

ol IsSeecki comdrolitofilian vl kimd Sinitt i Siiaine i A ¢l
nation should have the freedom to work out its

future free fron outside interfereace.

The entire area of Western Asia is characterized by
growth and change. <Change produces opportunity as

weld i s iinist anidliiEy and feni siisi iline i stue  iisE oW Eo
ghonncl iichagse aleng paths ledding to stability ahd
SEreRg e OUE DeS LElon Hin Eiel arc aliisiist poal, S oS
of the states there share ouf objectives for tuis
region--the security and national independence of
each state in the area and the opportunity to choose
their ‘own ways to build better lives for Etneir
people, Because we share those objectives and seek
no domination, we believe United States help in
appropriate ways will be sought in ths Euture as

the past as nations of the area work out their
futures. We are in close touch with Jovernments

in the region and elsewhere whose interests are also

Fected by this situation.
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American Interests and Rol

=

The Interests of the United States: in Iran Wave remailined

constant over the past generation.

Because of Iran's importance to the security of the
Gulfiregion, future of the ¥Middle East, iand the woroduction
of 011, we have a strong interest in a free, staole, and
independent Iran. We have persistently and actively pursued

thilssobjsctive Bince World Wap'Tid

Working witinin the limits sebt by the Governmneat of Iraa
in areas of comanon interest, we have helped Iran strengthen
itself economically in two ways: (1) We have participated
in Irai's modernization, first through development assistance

and then through the cooperation of private American firms.

(2) American and other Western companies have worked closely

in the development of Iran's olliproduction and marketing,

thereby helping to provide the revenues which have Dbeen tae

main engine of Iran's economic development.

As is often the case with governmnents where authority
highly centralized and where iaportant econoaic and
tratejic interests ati Seake our akhility tolmaintaln
contaet'with all eclements of the society and.press offectives
ly and consistently for iconstructive change has been THhmpkeds .

Where we saw social and political pressures building up

within the society; we called attention to them, but the




pace of development has been set by the government aand

ClLEcNnSHance s i isain .

W@e have also responded to Iran's requests to help
modernize its armed forces, which have played and will
coatinue to olay an important role in Iran's defense.
Folillowing B i tiish withdrawal 1 n 971 Eromal Speciall mollel 1'n
the Persian Gulf we have encouraged cooperation between the
states of that region to strengthen security there. In part
to compensate for British withdrawal, we expanded our
secuarity assistance relationshin. The Iranian armed forces
in additioan to helping neighboring Oman defend agaiast in-

surgency have helped protect Western access to 0il suppliers.

also eacouraged Iran's contribution to global
sonnomi crorogress’ and stabidatys Unfil recently Franshas
contribiuted notionly byiproducing ol liser ‘the sworld s cneragy
needs but also by giving substantial aid to other countries,
investing in both the developed and the Jdeveloping world,

and ollaviiag alsigniEicant ‘role inl tie worldieconony.

In international dinplomacy, Iraan has wmade aumerous
positive contribations: peacekeeping in Vietnam and the
1iddle East,; supoorting moderate solutions to conflicts in

Africa and elsewhere, and working to resolve soane of

long-stanlding disputes with neighbors.




As a conseijquence of our other interests in Iran, we
have an interest also in Iran's internal development and
stability. But in any effort te oursue this interest, we
must in the ‘future, as we have 1in the past, respect:the
rights of Iranians to decide how they shall order their own

future.

If we are to understand Eully ths nature of the present

situation, we need to examine how it came about.

Iran has experienced since World War II
and iaternal strains generatedioy

modernizatiosn that have proved destabilizianjy in otheTr
countries,  Soneof theseproblems are familiar onesz—
rapid population growth, a.massive shifitiof pooulation
from rural to urban areas, large numbers of unenployed
and underenployed urban workers and students, and a host of
okEner oroblems’ that arise when a nation'as diverse: as dran
pushes for development on a number of froats simultaneously.
Of oarticular significance in Iran has been the increasing

alienation between those leading and benefitting from the

modernization and others whose position in society and

deeoly held religious convictions are threatened by it.
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Iranian leaders had become keealy aware of growing discontent,

sense of drift 1n Iran, and demands: for far-reaching reforis
within a more broadly-based, responsive, non-—-authoritarian
political system. In order to channel these pressure:
constructive rather than revolutionary change, the govera-
ment launched a program of evolutionary reforan and developmeat

d fromabhe kool At ql Eorced—deafit ioaeal nis "wWhite

Revolation" almed at social and economic modernization with

the Snal himselfvasithe major agent: ia thelrcfora process.

The reform progran, fueleld by rising revenaes in the

1960's, quickly resulted in far-reaching changes, sabstan-

7

s

tially improving the lives of wmany citizens but damaging
the position of eothers. Land redistribbution, Eor example,
weakened the power of tha big landlords and also weakened
the clergy, removing their independent source of income

and making them dependent on private donations. The am-
oitious scale of development produced a new elite of those
cnarged with planning and carrying out the new prograas,
but plans were made and implemented with little public
consultation. Exvdusion ia’ Bhe Brivate sector Jgave rise o

[

a new class of eatrepreneurs, while the interest of bazaar

merchants and other traditional elements of society were

neglecteds s Mhere were 1ng sed opportuaities for education,
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biutirestriceionsistidl: Fimited thefbarticipation ofiithe newly

educated iin the velitical process, iand moreiwere trained

than could be employed in positions they found rewarding.

1963=176. ' The'econonlc successes
of the White Revolution heavily overshadowed the absence of a
garalleliadvance inthe politicalesystemn, 3y 19768 ;i
apgeared tormost observers of 'theilranian scenc that fnan's
approach to modernization had produced substantial progress.
As asresulit of the reformiorogriam, Iran was being transformed
into a modern economic power. The future looked bright.
Prosperity seemed assured through rapidly increasing oil
revenues. By 1976 ‘there was solid achievement, although

econonic aad political development continued to move on

separate tracks at very different speeds.

1976-78. ' The new 'Drosgemity
problems produced by the concen-—
tration of oolitical power at the apex of goveranent and

£

Bl tabcence ofs0olitieal (instrbubionsithak conlid deal  with
the trauma of modernization. Most proainent among the
causes of dissatisfaction were popular resentaent of what
was seen as widespread corruption, harsh repression, some

ineptitude in high places, disregard for the Jeep religious

feelings of the population, imbalances batween revenues
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and expenses, shortcomings in planning and carrying out
ambitious projects, rising unemployment in the cities as

the construction boom began to subside, insufficient job
opportunities for ever larger numbers of graduating students,
inequitable distribution of the benefits of development,
sacrificerof eivilian proguams: Eoremilitar A orocurenent, and
a nigh rate of inflation that outstripped wage increases

and frustrated exoectations .for a steadily rising standard
of living. . These grievances and the absence 0F political
outlets for affecting government policy led moderate secular
opposition leaders to make common cause with significant

elemneats of the Muslim clergy.

v

In response to increasing political ferment and
erditieism in 1937607 and (1977, the Jovernment sponsored
campalgns Agalnst ok ruotion 1n sthe oubli'c ‘and oriwate
sectors, reorganized itself to curb waste and promote

Ficleney, "and gave an official volitical parky a ‘greater
role without infringing on royal authority. ™Moves to im-
prove the human rights situation were directed at eliminating
torture and extreme punishments in the prisons and amnestying
political prisoners rather than at establishing new political

institutions. The government's measures eventually included

encouragenent o wconstructivel eriticranm’ toloromoteticitizen

participation in government, as well as efforts to slow down
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the,rapid rateiof economic growth tnat had caidsed severe
dislocations in the society. These changes, however, did
not satistyithe dewnands of large numbers of Iranians 'for a

more open political systenm.

By tthes end o YT Eragnianddnd@foredign oservers saw
these Maves ds Ehet firstinesul s ol the official boldcyof
kiberalizing. Erchian political lifes that thad startediia

1976. Those steps, however, did not yet include movement

i

GowardEbas icipellitiicail fchiange:

By early 1978, widespread disruptions had begun andg

syapathy was 3hown by stuadent deqonstrations abroad. By

Mid-year it was clear that a new political dynamic was

amerging.. Religious figures took the lead in exoressing
opposition to the governinsnt. . The Shah publicly stated
his intention to pursue liberalization, deoking toward free
clections: By late August, however, it was appareat thak

the governam=nt had underestimated the depth of dissatisfaction.
A new governaent was installed at that time which promised
freedon of activity ‘For  legitimate oolitical oarties: AF foly
days latew: it was forced o declare martial Law in Fehran

and eleven other cities in response to massive demonstrations.
3y the end of October, strikes and disorders had becoane wide-

Oil production had dropped dramatically, and the
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government apparatus was ceasing to function. With massive
rioting in early November, the crisis had become Eullblown

and a ailitary government was installed.

Today «F The ysttiat ion ninlrageas We Seeitiabi this
noament consists of the following elements: Widespread
strikes and demonstrations have brought the Iranian econony
taiatnear saal bt v Many ivpeopilel, atideast{in tne main cliEies,

1

are not working and are suffering shortages of key commod-
ities. The banking system has not been functioning and
petroleun oroduct ion doesinot meet doaestic needs. “Activist

religious leaders and many meubers of the political opposition

have been pressing for the Shah's immediate departure froum

5

e an Or Folminins asdicaidiion . The Shahithas lleft Lrane on

vacation, A representative Regency Council has besn naaed
D Eolr e sE eon s minanEianali S fnaetions Ta i thel absence o b
S5han. Prime Minister 3akhtiar's new goveranmnent £faces

tasks of restoring normal life in dive countyrviand

reconciling political elements that have opposed each other.

I shert, FTran has been Ehveugn a decade and o half
of rapid growth and social change while her political
institutioas have not evolved coaaensuarately. The people
most affected by change are ndow demanding a greater role in
determining Iran's future but have mot veb Eound orderly
ways of expres3ing their views on Iraa's future course and

-

shaping their own destiny.
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Sh s

plosion Now? With hindsight, the story appears
deceptively clear and simple,ibut it is nok so simple. ‘Some
analysts both in, and out of government have pointed over the
ears to various points of weakness in the Iranian economic,

sacial, and polikicale systens & BG mid-19/6 idgustias ke

leadership in Iran began to react to growing discontent,

analysts in Washington were pointing out that Iran's rapid

agonoaic growthvhad nokiproduced political particisation to

natch and. thab the goverament would find it necessary L0

share political power more broadly.

1976 a nunder « ‘i'—:‘\/@]op.nen(.; Nave neineore=3

Eol decpen exist in ssetlin

Ehe erdisis fin unpredicvable ways. Some ofithose
issues were stimulated by the very success of the economic
todernizatioa itself.. An economic downturn with sharply
incrz=ased uneaployaent and inflation added to discontent as

c

well as to a pool of unemployed who no longer had a stake in

existing economic activity.  While fhhe lranianiGoveranent
was taking certain steps to allow freer expression of
criticism and to improve its performance in assaring human
rights, basic grievances remained. In this coatext, massive
anti-governwnent Jdemonstrations protesting aspects of the
Shah's program took place in early 1978, the beginniag of

the cycle of action and counteraction that has characterized

tne Tfranlian Scene since Eaen.
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The: malnissue for the Iranian
Governmant 1s to end the bloodshed and restore order so. a
new national coansensuas can be forged on how Iran should be

Jovernad and what its priorities at home and abroad should

De, Tha immediate challenge is for the Regeacy Council and

the new civilian govaranent o win eavugnoopular 'Suooont SO
that the violence can be ended and normal economic activity

ean bel Feswomeds iTn addiitiiont Ebiicnd ng tthe RS BlEeini gy whicn

d>le have experi2aced in receat wmonthns, 1t 15 essential t:

t
s

DS
f=

reate an environnsnt £or rational deliberations on' a

lomg-Etera Dol itigal tsolitinn Forlran’s oroblens.

Inia wpunbry as coaplexias Iran ‘quliekl solutionsiare ot
1 A 1 1 ’ 1
Eo be expected. ' Ia aicountry which has sufferediso mucn

violeaze, there will be no painless answers Domestic peace

1

and probably consideranle time will be needed for the Iranian

pewole to.work out a new consensus 9a their political future.

Lt is iimportant that this process be ordenly. We cannok

)

oredict waat direction Iran will choose,but Iranians alonpe

¢y

nast maka tha

posed about ' the iaplica-

IRl ean tlish Do we i Soe i Ene
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instability 1in Tran along with recent developmeats in

Afgnanistan, North and South Yemen, the Horn of Africa as

Dleces (laiaspatiern of linstability walch will cnanje the

political orieatation of the strategic Middle Bast?

Follr ‘ooints aeed ko 'bei stated:

irst, we, of course, recognize that fundamental
changes are taking place across this area of Western Asia
andiillorehisastera Africa-—~cononic dnodernization, ol il
cadage, a Fevival of reliyion} resurgent nationalism,
demands for broader popalar pagbicivation in the ovolitiecal
process. These changes are generated by forces within each
country., We muast differentiate between them and resist ths

p

impulse to oversimplify. Economic, social, and political
levelopaent are complex processes which we still do aot

c

Bully understand. @ 9ur colicy inithe FutlUrd as in the past

30 years will be to work as we can with the countries
andergoing these changes to help them find construactive
Solutions and to emerge from periods of change with new
stability. As long as these natioas are genuinely ind=pen-—
dent ai 1 oipursue 'their owa solicies without inbimi-
dabion, this willl contribute t9 the kind of worlbdiwaich is

EBnetgodl of ithe United States,

Seeond, instaoility 1a any icountry iA a sbrategic! area

Decomes a Factoriim global politics.! We 'are in cliose toich

-
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with our friends and allies in th= ¥Middle Bast and elsewhere
and share their concern that the solution oF the prodleans

in Iran not increase the danger to their own independence.
We will continue to work with all of thauw to minimize that
danger. We will continue to make clear our view that we
share with them the objectives of assuring the Sit eoniili v
Ehe security, and the national independence of eac!

nation in the area. We believe our common purpose will

proyide thebasis for Further close cooperation.

hird, our position in this strategically important

remainistrony over the+long run as long as Most o

12 countries there are allowed to pursue their own paths to

developuaent and progress free from outside interfarence. Oar

respect for diversity and pluralisa, our encouragement of

Quman freedoas and liberties, the appeal of Wastern economic

i

and technoTogical streagth, and our dedicatioa to d=saocratic

driaciples all evoke a strong resonance anonyg the peoples

and nations throughout the area. They also know that we

are prepared to suport their own efforts to strengthen their

Jefensive capabilities without seeking a special position

L

[0

tor nurselves that they do not want.

the changes we are witnessing across

Asia and Northeastern Africa contain




drojress as well ac niedicaiises e s SL il sonel DAk s OE
this area are aaong the fastest growing and resource-rich
nations of the world. Some are aaonyg the most traditioanal
and the poorest. The challenge we and our friends face is
how to seize the opportunity to channel change toward

EHnSEeletiive nosuliEs=an ot dsiinpl vilEeolsr caicis it ol it da s e am i N

welconay source o f iamstani 1i by anddconflict.' In saying this,

do not minimize the dangers for American interasts, bat
want also to keep our sights on what will be the

Ehe people 1n this area.

Uss tonlicy toward ilran 'has been basedion taree con-

v

rinciples as eveats there have evolved over the

Dast severall inonthsi

1. We have repeatedly made it clear that decisions
ing the fature of Iran and the relationsinip between

3

the Iranian people and their government are decisions
which must be @aade in Iran by Iranians. We seek no role

in deciding those questioans, and we consider aay exteraal

influence inmpropar.

Mhie i St e o vernment mas wordced s i ehiliat the dnsiEn=

EETonai Eram-wonka o finan naad-@ st conSisniEieDn i
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(e

the duly established authorities of Tran as specified in the
LraniansConstitutivn.’ There aretconstitutional Wrsvisions
tor change, and we support the Jdecisions of the Iranian
Soveragaent wherever anl however we can appropriately be

nelin gl

3. We have supported Iran's independence. We have
taken the position that: no outside power should exploit
LnsEabl i Eiin Bl san==0or ANy otner ieountEny== ot S own
advantage. The overriding American objective for Iran is
simplyithat 1Tk should have the Freedom. torwork out its own

future Eree from such interference.

These principles have bezn applied consistently
Ehroughout«the '1ast 'year of turmoil in Iran, ‘and they will

continue to be our guidelines in the Ffuture.

Within the general coatext of those principles we

pursued these key objective

irst, we hope to ok deotnlloodsnead - lsoathe
peholevof Trga 'caniretarn steenormal Life. Dalyin.suach
circuastanc=s caan there be rational discussion of a Dol-

itical 'solution to Iran's current oroblems which will

tore stability there. We will encourage all parties

- seek oo0litical ends by peaceful means.
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Second, iwe want' toimaintain a closeiand EFrieadly
relatioanship with an indegendent, stable, and secure Iran.
He believe the interests of Iran and of the United States

are closely intertwined, and we seek an eavironment of

1

nutual respect and positive covperation.  We believe this

Wil “serveithe Intereskts: 0F Trans of the flnited States and

Third, we seek a stable and prosperous Iran which can
playiaits mighténl role ithn Ehe'reqgion dadiitthe international
comaunity. We are prepared to help Iran--on the technical
level, on the governnental level and on the diplomatic level--
L0 rTestore its okoductivity: and to regain the inkernational

P
confidence it has earned over the past decade. The resumption

ofimajor okl exyorts will belmportant both o e’ econony OF

Iran ‘and to the economy of the world.

He believe thac these objeckives serve not only the
lgterssts o our own country DUk also the datcereshs of Eae
3 7|

Iranian people, HWe believethey offer a practical basis

covperation,

olf ‘A major social crisis.: Welnave

no 1llusions that this process will be resolved easily, and
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it would serve no purpose fFor ¢ Decliatc N Fnitre

twists

Al EllEnsE o o\ zaniESE

oeople and the people of Traa share basic

fundanental values:

Blrst

we botn mave stronji religious -neritages.

=

The people of both countries believe in the im-
por tance of aillfedthatitns ‘guided by 'mogal priaciples,
We believe those principles aust guide a governaent

rilvasais

< =

share a belief in the right of the people

Eolle x orecisiichens elves woliittilcal iy Einroughisiin sttt ions

constituted by then. HWe both velieve that it 1s for

the Iraanian people to decide how they will govern

themselves, just as it is for the American people

choose their own Jovernmant.

Third, both of wus believe in the use'of our
national wealth for the betteraent of our people.
e ilaltedl sSEates i EenainswillBingitt ol helln TEan

develop the potential of the country.

Tinally, both Americans and Iraaians want to see
an Iraa that is truly independent. We have no
azpleat tonibe dictakeitne policiesof Eho MEranian

government.
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On the basis of these shared views and our commnon
interests, we will mak2 every effort to assure a continued

close relationship between the United States and Iran.

In looking to' the futlre, the lUnited Statesh wild
cnmtinuetto iworkiiw it Ehelillcaderst o f lian 1lnt theiir e fifoNt
to consolidate the civilian governmeant with popular support

Eor restoring order and normal life and building a sound

poliitical foundation for Tranistcontiniedl oroaress and

independence.
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