


SECRET-. May 21, 1968
MEMORANDUM FOR WALT ROSTOW
SUBJEF™T: The Sit .tion in the Perasian Gulf

One problem you might like to begin thinking about again as
we prepare for the Shah's visit (June 12) is the situation in the
Perbian Gulf., It's bound to come up.

As you know, both the Shah and Faisal undorstand that they
must cooperate to prevent outsids interferonce in tho Persian-~-or
"Arab'~-Gulf. The two rulers have much in common-~especially
a dislike for Nassor--and, aside from dividing valuable underwater
oil concessions which could be worked out, no specific bilateral
problems in the Gulf.

There is a basic conflict, howaver, between the Iranian assump-
tion that Iran has the mission of controlling the Gulf, and the Saudi
assumption that Saudi Arabia {8 responsible for averything on the
Arabian peninsula. This has led to Saudi support for the Arab
sheikhdoms on the Gulf and the sheikhs do have conflicting claimas
with Iran.

The nine British protectorates in the Gulf recently formed a
Federation of Arab Amirates. So far the organization has not found
‘workable machinery, but the nino rulers keep holding meetinga in an
effort to create a viable confdderation. Apparently they are going to
got King Faisal's blessing. The troubla ia that the Shah claims part

of their territory.

Iran has a longstanding claim to Bahrain, one of the nine
Amirates. The Saudis hava tried to play down Bahraini participation,
and the Shah says he won't push his claim if he isn't challenged directly
on it. But as the amirs organize, the challenge becomes clearer,

The news of the FAA's latest meetings has led the Shah to consider
the cancellation of a proposed November visit to Saudl Arabia. (You
will remember that the Shah "postponed'’ his vigit last January after
a Saudi-Bahrain{ communique spoke of the '"Arab character' of the
Guli.)
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The other territorial disagreement hasn't yet become a major
problem, but could be as serious. Iran claims xome islands in
Hormuz Strait (the Tun:bs and Abu Musa) which leads from the Guif
to the Arabian Sea. As long as the British held the Islands, the Shah
was content to let the claim Mo dormant. He is now afraid that if
the Arabs get the islands, it will only be a matter of time before Nasser
eatablishes a naval base thsre and blockades Iran. His fears may be
groundless, but for him this is a real danger.

Hopsfully, the Shah and Faisal will let their common interest
overcome minor territorial disputes, but it won't be easy. Our policy
is to stay out of the middle but to keep reminiling both of them that the
best way to keep Nasser and the Russians out is to work together. State
has been back and forth over this problem and decided that our main
offort should be gradually to expand our representation in the Gulf to
make our views heard but generally not to think in terms of major US
programs.

John W. Foster
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=esrr- Tueaday, February 6, 1968

MEMORANDUM FOR THE PRESIDENT
SUBJECT: Shah's Reply on the Persian Gulf--and Your Talk with Wilson

The Shah replied immaodiately to your mwonage on the Perslan
Gulf {attached). He had already made his {inal decision to postpone his
vigit to Saudi rabia, but your letter let him know you axpect him to act
the statesman in developing local cooperation in the Gulf,

The fhah says he agrees with your view of tho Gulf, and, although
he tries to throw tho blame for recent disagreements with Fatsal 3 e
Saudis, Armin Moeyer thinks the Iranians are feecling guilty and will be
especially good for a while. The guickness of the Shah's reply is one
indlcation of how he takes your views.

This deesn’'t mean clear oalling ahead in the Gulf. The Shah may
be foeling a bit overconfldent, and his muscle-~flexing may be part of the
Gulf scane for some time, Also, local {ouds and auspicions have long
histories. But we have injected a cobering perspoective at a bheated moment.
Fortunately, King Faisal--although deaply hurt by the Shah's actions and
more distrostful than ever-«is belng much more patient than anyone
expocted. ,

The naxt step we will propose in your cfforte to foatar an orderly
evolution in the Gulf is a word to Prime Minister Wilson. The main
polnt is: Don't rock the bozt any more than you already have; help us buay
time for the locals to work out their own arrangements for thoe future.

First, we want the British to laave thair treaties and political
relationships intact to help calm local rulers' feolings of boing deserted.
Second, we want to keep the British from rusling around trying to
arrange securily pacts and other deals that won't work because they'll
have an obvious "made in the UK" label. We think the best tack is for
them to sit tight with their present relationships and let the locals come
up with thelr own scheme for the future.

- W. W. Rostow



SECERT February 8, 1968

MEMOBRANDUM ¥C™ WALT ROSTOW
ED FRIED

I bate to be o pest about the Parsian
Gulf and the Wilson visit but the attuched was
just brought ~ my “tontiom agalns indicatiang
the apecial {maportance of the Prosident's
ralsing 13 subject.

As 1 undorstand it, most of the Fereign
Office and Commonwealth Ralations Office
poople bellove it is deslrable for the British
to maintain some pr nce in the Pursisn
™ *f after 1971. The provailing mowd in
Britain reflectod in tho views of the Cabinet,
howevar, fnavors folding Britain's tonts cox
vletely, The profossionals, therofors, belleve
the oaly way to got through to Prime Minister
Wilson ia for tho President to raise this subject
with him,

You will seo this raflected in ™ - 7 md
at *" > end of tho attnched cable.

Hal Saunders
SESREE
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DRAFT MESSAGE TO THE SHAH

Now that the British have reached their decision on the future
of thelr military presence in the Persian Gulf, I would like to share
some preliminary thoughts with you on the situation thore.

In the first place, let me strese, as { have satd before, that
the United States attaches irnportance to the futurc security of the
Gulf. We would not wish to see outside powers, hent on promoting
thelr interests by creating trouble, intrude into the area. ! belleve
you share thesc views.

The United States interest in the security of the area does
not, however, envisage that we would wish either to replace the
British military presence or participate in any new regional security
arrangement. The United States looks to theo countries of the axrea to
ensure the area's security.

Tho United Statea is also, as you know, deeply intereated in
the economic and social progress of the Persion Gulf area. Hore
again, it is our hope that tho countries of the area will take the lead
in cooperating with cach other to forward this progress.

I am aware that there are o number of apacific problems at issue
betwean the states bordering on the Gulf., It is of the utmost importance
that these problemsa be solved so that all concerned may proceed to
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work on fundameontal matters looking to the future stability and
prosperity of the arca. Their solution will require patienco,
understanding and a high degree of statesmanghip. In this
conngction, I was delighted to learn of your recont talks with the
Ruler of Kuwait. Since so much will depend on the maintenance
of the cordial ties and mutual understanding between Iran and
Saudi Arabia which you have done so much to develop, we have
welcomed plans for an oarly meocting botween you and King Faisal.

I am encouraged and comforted, Your Majesty, about the
future of the Porsian Guilf areca because you and our Saudi friends
are there. Your Majesty's leadership will, I know, continue to be
directed at realizing our chared desire for peace, stability and
progress. Ambagsador Meyer has informoed me of his converaations
with you on thess matters, snd I look forward to heazing from Under
Secretary Rogtow of his talk with you next weck. I hope we can
continue to stay in touch as the gituation unfolds,

With my warmest pevscnal regards,

Sincerely,

[ S "r
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August 14, 1967

Memo for Dick Moose:

Rodger Davies' Persian Gulf visitor
is the son of the Ruler of Ras al Khaima,
one of the smaller Trucial States. He's here on
an Eisenhower Fellowship, touring the U.S.
and meeting American local and federal
officials.

Neither Rodger nor I believes he rates
the President's attention. There would be
almost no impact in the Arab world, and
the President would learn little for his
time. If there's strong domestic pressure,
seeing him would do no harm, but we
certainly can't recommend it.

Hal Saunders
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SEERET, Tuesday, February 6, 1968
MEMORANDUM FOR THE PRESIDENT
SUBJECT: Shah's Reply on the Persian Gulf--and Your Talk with Wilson

The Shah replied immediately to your message on the Persian
Gulf (attached). He had already made his final decision to postpone his
visit to 3audi Arabia, but your letter let him know you expect him to act
the statesman in developing local cooperation in the Gulf,

The Shah says he agrees with your view of the Gulf, and, although
he tries to throw the blame for recent disagreements with Faisal on the
Saudig, Armin Meyer thinks the Iranians are feeling guilty and will be
especially good for a while. The quickness of the Shah's reply is one
indication of how he takes your views.

This doesn't mean clear sailing ahead in the Gulf, The Shah may
be feeling a bit overconfident, and his muscle-flexing may be part of the
Gulf scene for some time., Also, local feuds and suspicions have long
histories. But we have injected a sobering perspective at a heated moment.
Fortunately, King Faisal--although deeply hurt by the Shah's actions and
more distrustful than ever--is being much more patient than anyone
expected,

The next step we will propose in your efforts to foster an orderly
evolution in the Gulf is a word to Prime Minister Wilson, The main
point is: Don't rock the boat any more than you already have; help us buy
time for the locals to work out their own arrangements for the future.

First, we want the British to leave their treaties and political
relationships intact to help calm local rulers' feelings of being deserted.
Second, we want to keep the British from ruslhing around trying to
arrange security pacts and other deals that won't work because they'll
have an obviocus ''made in the UK' label. We think the best tack is for
them to sit tight with their present relationships and let the locals come
up with their own scheme for the future.

W. W. Rostow
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IRG/NEA 68-8
February 3, 1968

INTERDEPARTMENTAL REGIONAL GROUP
FOR NEAR EAST AND SOUTH ASIA

Record of IRG Meeting - February 1, 1968

The major part of the meeting was devoted to a consideration of
our interests in and policy vis-a-vis the Persian Gulf, with particular
regard to the forthcoming British withdrawal. (The first part of the
meeting, regarding the forthcoming overseas personnel reduction, is
recorded in IRG/NEA 68-7.)

The CIA member gave an intelligence briefing on the current
status and prospects of subversive forces in the Gulf area, as well as
of the elements of stability in the region. He said that the Arab
Nationalist Movement (ANM) has emerged as the dominant subversive
organization in the Gulf area, and that Bahrain is probably the Gulf
state most vulnerable to subversion. The CIA member concluded, however,
.that, on balance the chances are reasonably good that general stability
will be maintained in the Gulf region for the next several years,
largely because of the limited capabilities of those who would foment
unrest. Contingencies which he felt could change this picture include
the death of King Faisal of Saudi Arabia and the entry into the Gulf
area of a sizable quantity of Soviet weapons, possibly through an
increase of UAR activity. The CIA member provided copies of a report
just prepared by the Office of National Estimates on the new situation
in the Gulf (copy attached).

Reviewing the Country Directors' paper on the "Effect of British
Withdrawal from the Persian Gulf and Recommended US Action" (circulated
with IRG/NEA 68-6), the Group agreed that it provided a sound
assessment of the problems and identification of US interests in the
area. Although there were differences on some of the specific
recommendations, the low-key policy approach recommended by the paper
was generally endorsed.

The Group agreed that although the Soviets will try to increase
their presence and influence in the Gulf area, the key to the future
of the region in the next few years will be developments within and
among the various Gulf states themselves. It is neither politically
feasible nor desirable for the US to "replace" the British presence
in the Persian Gulf. Our policy should be directed along the lines of’
(a) encouraging the British to maintain as much of their present special
role in the Gulf as they can, as long as possible (including their role
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as principal arms supplier to various Gulf states); (b) encouraging

the Saudis and Iranians to settle their outstanding differences regarding
the median line and other issues; (c) encouraging greater political

and economic cooperation generally among the Gulf states; and (d) avoiding
an undue military buildup by Gulf littoral states.

Our very important oil and strategic interests in Iran and Saudi
Arabia will require us to continue to play a leading role in those
countries. It was agreed, however, that in other respects the most
suitable direct US involvement, under the above policy guidelines,
would be generally in low key and peripheral to the activities of the
British and the indigenous Gulf states. Among other things, it would
be useful to increase the American commercial presence in the region.
It was agreed that the American oil ccmpanies operating in the gulf
area should be sounded out on the possibility of expanding their
activities among the Gulf populations and take a more enlightened view
of their role in that part of the world.

The Chairman noted that a study had been undertaken within State
almlng at a preliminary Department view on the security aspects of the
British withdrawal and on possible alternative military arrangements.
It was agreed that results of this study should be fully coordinated
with Defense and the Joint Staff prior to possible preparation of a
recommendation for IRG consideration.

Attachment:

Office of National Estimates, CIA, Special
Memorandum No. 3-68, '"The New Situation in the Persian
Gulf," 2/1/68.

Members Present:

‘Executive Chairman: Mr. Battle
AID: Mr. Williams

CIA: Mr. Critchfield

DOD: Mr. Schwartz

JCS: Captain Murphy

NSC: Mr. Saunders

USIA: Mr. Carter

COMMERCE: Mr. Kearns-Preston

State (NEA) : Messrs. Davies, Rockwell, Brewer, Eliot
DOD: Mr. Reed
Staff Director: Mr. Sober

Sidney Sober
Staff Director
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 TEHERAN, TRAN
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| DEAR mz. PE‘ESIBENT,

A Tm YOU FOR YOUR LE"‘TER WHICH I HAVE RECEIVED TOD'\Y AND

‘,',"—L_,

'HAVE PI:'LF’LSED hI"‘H GR.E'.A‘T‘ CE“’\}" 2y ML'D I A;I h?\PPY TO OBS..RVB T' T YOd?
VIEWS COQ\BSPO‘{D EXACTLY WI""H hINB | | |

WE I-EWE DO ct,.EVEPY"‘I-!JJu 0 S"CLK’\E THE STABILI’Y OF T HE PERSIAN

GULE AREA IN COOPERATION WITH THE RELIVANT COUNTRIES OF THE REGION,
WE HAVE GONE VERY FAR I m'r DIRECIION, AID AS FAR AS ANY ONE CAM
GO, BUT OUR EF FORTS so FAR HAVE, WFORTINATELY, BEEN ANSTZRED BY
P'QECIDELY THE opvosm. REACTION TO THAT EXPECTED, BUT VE WILL
'co\r'rm.-J 70 smz PATIEN r:.’ uirm. THE PARTIES COMNCERNED COUE TO
"&.,ms_..‘sss R o |
| THE PERSIAN GULF IS me FOR IRAN AL’D IS A IATTER OF LIFE

AND DEAJTH TO US, SO LONG AS OWR HEART Bzm AND THERE IS ANY
.STREI'G"‘H LEFT IN US, VE SHALL DO o UTI:OST T0 XEEP IT A FREE
ZOJE AND A smzv-" OWE. o ‘ B |

1 A SIRE Tf:m' YOR A_msszmoa, MR MEYE,R, ms REPORTED TD |
YOU ON THE CONVERSATION I mn WITH HLM ON m-: THIRTIETH OF JANUARY,
IT IS MOST H"qkmxmc ™0 VITn"ESS THE na"'zssr THAT YOU, MR, PRESI-
~ omw, m YOUR GOVERIZENT z'mxcz ™ T SAPEGUARDING OF THE STA- -
BILITY AD svcv_'zm o" "HE PLRS].AN GLLF avD ITS Ii"!‘thITY FPO’ o
] :ou"sms r“?\:sm‘x, rrcn THAT mE BRITISH mvz DECIDED '.ro WITHDRAW,

IT IS ALSO ZfY FIRA COW;C"‘IG'J ‘IEA’R IIO FO’%:,IGN PC(:ER OH IDE L

".I'HB RET vvnr' COLL'TRIBS hOP THE P"“.SIAN GULF ShyﬂlD G“T I‘NO.;VED Ih f |

| R pzmzmy 1, 1968
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mzmmmm iCE QFmsPEACBOF'HBARBA |

I LOOK FO‘?&’RRD TO RECBIVI}.G mmmz sacmmm ROSTOW AND
ro rmvme stcnssm\xs WITH HIM

wIms uy xr«mssr REGARDS M"D mmms*r GOOD &ISHBS, -

smcmsm ,
moxmmn REZA P’lHLAVI

THE HONOURAELE
LYNDO,:I B, JOHHSOHW
. PRESIDENT OF THE U’IITED S.LAHES OL- MIEPICA
WASHINGTON, D. C,
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SEGRET Wednesday, January 31, 1968
MEMORANDUM FOR THE PRESIDENT

SUBJECT: Message to the Shah on the Persian Gulf

We have an opportunity this afternoon--much sooner than we
expected--to strike a blow for regional cooperation in the Persian Gulf
following Britain's withdrawal.

State proposes you send the attached message to the Shah tonight
trying to head off trouble between him and King Faisal. The Shah's actions
in the next few days could seriously damage Iran's relations with the
Saudis at a time when we want the two countries to work together at filling
the vacuum the British will leave behind,

The Shah planned a visit to Faisal beginning 3 February, but has
decided to cancel the trip because he thinks the Saudis are trying to
undermine the Iranian claim to Bahrain Island which is now a British
protectorate between Iran and Saudi Arabia. If the Shah stays home,
the Saudis will take it as a deliberate insult. Armin Meyer has seen the
Shah geveral times about this, but the best he has been able to get is a
deolay in announcing the ‘postponement' of the visit.

The attached message is skilfully drafted to make clear that you
expect the Shah to go, but it is not so specific as to be offensive or useless
if he decides not to-~the only risk is a negative reaction, but this draft
stops at praising his foresight and saying you are counting on his leadership.

Our main concern anyway is not the immediate issue of the visit
but the future of the Persian Gulf. Good relations between Saudi Arabia
and Iran will be necessary to keep things under control when the British
leave. The alternatives are instability with a strong chance of an
increased Soviet presence. We don't want to have to replace the British,
and we don't want the Russians there. So we must count on the Shah and
Faisal. The proposed message concentrates on these broader issues and
would be worth gending even if the visit were not an issue. Since it is,
it's worth trying to get this out tonight if possible to do double duty.

/ ' W. W. Rostow
Approve

Disapprove
Call me



DRAFT MESSAGE TO THE SHAH

Now that the British have reached their decision on the future
of their military presence in the Persian Gulf, I would like tc share
some preliminary thoughts with you on the situation there.

In the first place, lot me stress, as I have said before, that
the United States attaches importance to the future gecurity of the
Gulf. We would not wish to see outside powers, bent on promoting
their interests by creating trouble, intrude into the area. I believe
you ghare theae views.

The United States interest in the security of the area does
not, however, envisage that we would wish either to replace the
British military presence or participate in any new regional security
arrangement. The United States looks to the countries of the area to
ensure the area's security.

The United States is 'alao, as you know, deeply interested in
the economic and social progress of the Persian Gulf area. Here
again, it is our hope that the countriecs of the area will take the lead
in cooperating with each other to forward this progress.

I am aware that there are a number of specific problems at issue
between the states bordering on the Gulf, It is of the utmost importance
that these problems be solved so that all co=-~=—~ A mmnar nmnnaad ba
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work on fundamental matters looking to the future stability and
prosperity of the arca. Their solution will require patienco,
understanding and a high degree of statesmanship. In this
connection, I was delighted to learn of your recent talks with the
Ruler of Kuwait. Since so much will depend on the maintenance
of the cordial ties and mutual understanding between Iran and
Saudi Arabia which you have done so much to develop, we have
welcomed plans for an early meeting between you and King Faisal.

1 am encouraged and comforted, Your Majesty, about the
future of the Persian Gulf area because you and our Saudi friends
are there. Your Majesty's leadership will, I know, continue to be
dirccted at realizing our shared desiro for peace, stability and
progress. Ambassador Meyer has informed me of his conversations
with you on these matters, and I look forward to hearing from Under
Secretary Rostow of his talk with you next week. I hope we can
continue to stay in touch as the situation unfolds,

With my warmest personal regarda,

Sincerely,
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INT"DEPARTMENTAL
FOR NEAR EAST AN

Agenda for Meeting - Thursday, Fe

The meeting will be devoted to a further consideration
of our interests and policy vis-a-vis the Persian Gulf,
with particular regard to the forthcoming British with-
drawal, The attached paper prepared by the Country

Directors (NEA/ARP and NEA/IRN) will serve to focus the

discussion.
/!

Sidney Sober
Staff Director

Attachment :

Paper on "Effect of British Withdrawal
from Persian Gulf and Recommended U, S,
Actions," 1/25/68.

GROUP 3
Downgraded at 12-year intervals,
not automatically declassified,

SEERET™
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January 25, 1968

EFFECT OF BRITTSHW WTTHDRAWAL FROM PERSIAN GULF

AND reuurmENDED US ACTIONS
(pPaper prepared by State-NEA/ARP and NEA/ARN)

Page
British Withdrawal of Military Forces 1
Background 1
Impact of British Move on Prospects for Stability 2
The Shah's Intentions and Capabilities 3
Faisal's Intentions and Capabilities 4
Kuwaiti and Iraqi Positions 5
Soviet Objectives 5
United States Interests and Objectives 6
United States Strategy 6
Possible Regional Arrangements and US Attitude 7
1. Political Arrangements 7
2. Economic Arrangements 7
3. Defense Arrangements 8
4., Turkish-Pakistanl Role 8
Recommended US Courses of Action 8

Tab A - The Median Line Dispute
Tab B - Buraimi Dispute

Tab C - Political Status, Population, Resources, and Military
Strength of Gulf States

GROUP 3
Downgraded at 12-year intervals,
not automatically declassified.
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the orderly development of the Gulf's resources. These might consist of
(a) a joint board to regulate activities in the Gulf, such as maintaining
navigation channels, regulating fishing, controlling pollution, etc.;

(b) a regional bank or consortium for economic development. Concerning
the latter, various proposals have been put forward. Ambassador Cottam
suggests that the revenue from disputed oil fields in the Median Line
areas be devoted to the financing of such a consortium. Ambassador Meyer
suggests that each state allocate one cent for every barrel of oil it
produces to finance regional economic development. The Regional Coopera-
tive Development organization among Iran, Pakistan and Turkey, which has
achieved some success, might also serve as a model especially in avoiding
duplication of industrial development.

We should do what we can to play a modest role in any consortium arrange-
ments. We should also encourage the IBRD to act as a catalyst in the
project. Perhaps it could make some seed capital available. At a mini-
mum it should be able to provide technical assistance and administrative
support. We might wish to suggest an early visit by IBRD Director-to-be
McNamara to the Gulf as a means of focusing attention to the problem.

4. Encourage West European Interest. 1If regional economic develop-
ment schemes or institutions become realities, we should encourage the
West Europeans and perhaps to consider contributing to such acti-
vities. We do not, however, recommend discussion in the NATO political
committee or similar fora in view of Arab sensibilities to charges of
collaborating with Western imperialism.

5. Possible Expanded US Naval Presence. We should press forward
with a study of the desirability of expanding the US Naval presence in
the Gulf and Indian Ocean. (A preliminary study has already been ini-
tiated under the leadership of G/PM.)

6. Expanded USG Diplomatic Establishment. At present, our inter-
ests in the entire Horn of Arabia are inadequately covered by periodic
trips from Dhahran to the Trucial coast and from Aden to Muscat and Oman.
Travel fund cuts will further reduce such trips. While the budgetary
situation will presumably continue to be tight, we must now give greater
priority to opening Foreign Service posts along the Trucial coast, and
somewhat later, at Muscat. It is suggested that NEA/EX be asked to
examine how soun such posts could be opened in the light of prospects
for next year's appropriation. The number of American citizens in both
areas is growing as is American foreign investment. With the coming
reduction in the British position, we will need on-the-spot reporting
and representational activity on behalf of our interests that heretofore
has not been required.

7. Cultural Exchanges. Both in the Horn of Arabia and further
north in the Gulf, we should begin to increase our cultural exchange

SECRET~
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program as well as our USIS operations.. This area has in the past been
left to the British. It will behoove us, however, to establish ourselves
in greater presence while the British are still there, rather than to
await their departure, after which new governments might be less disposed
to cooperate. It is recommended that CU be asked to increase its budget
for this area in FY 69.

8. Industrial Development. Many of the Gulf littorals will have
money for industrial development. But they will almost completely lack
technical knowledge, even of the ways to go about securing international
financing and assistance. We should take steps to make available current
information on desalting, fertilizer development and similar topics in
which Gulf rulers are likely to be particularly interested. A special
effort should be made to encourage private American enterprise to enter
this field. For this purpose, firms should be assured that they will
receive prompt approval from the Department of Commerce to undertake new
investments in these areas.

9. Arms Policy. Wealthy yet undeveloped, and beset by border and
other problems with their neighbors, the Gulf states may be expected to
opt for increasing naval and military establishments in the region. We
should initially do what we can to control these appetites. However, we
must recognize that some greater defense capability will be justified
after the British go and that the moneyed shaikhs will be able to purchase
what they want from others, if not from us. Accordingly, we should be
willing to sell arms to these states to assist in their self-defense and
give them a greater feeling of self-confidence in dealing with regional
problems.

Additionally, in the case of Iran and to a lesser degree of Saudi
Arabia, Persian Gulf stability must be considered within the larger ques-
tion of global American concerns. Our military relationship with Iran,
based primarily on concessional credit sales and a training program, is
the key to the maintenance of important US strategic facilities in that
country. We should, however, continue to tailor our military sales pro-
gram to our view of Iran's absorptive capacity and the nature of the
military threat facing Iran.
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THE MEDIAN LINE DISPUTE

With the granting of offshore oil concessions on both sides of the Persian
Gulf in the 1950's and early 1960's, the question arose of demarcating a
Median Line for the Gulf in order to adjudicate overlapping concessions
and claims. However, agreement between Iran, on one side, and Kuwait and
Saudi Arabia, on the other side, was complicated by the question of whether
the offshore islands belonging to Iran and Kuwait or the respective main-
lands should be used as base points in determining this Median Line. 1In
December 1965, Saudi Arabia and Iran initialed a compromise agreement which
stipulated that Iran would be given half-credit for the distance between
the Iranian mainland and Iranian-owned Kharg Island. (We believe that
this "half-effect" arrangement is also acceptable to Kuwait.) However,
formal signature of the Saudi-Iranian agreement has never taken place and
both Saudi Arabia and Kuwait are pressing Iran for final agreement and
demarcation of the Line.

In recent months ARAMCO has discovered large offshore oil deposits (a
fact they are trying to hold closely, though it is probably known to the
Shah) in an area which is on the Saudi side of the "half effect" line
mentioned in the initialed agreement. 1In December 1967 the Iranians sug-
gested a joint venture in "disputed areas™ but indicated that this
included only the area of the ARAMCO discovery. (Meanwhile, the Iran

Pan American 0il Company (IPAC) has moved a drilling barge into this area
which it claims as part of its concession.) Since the Iranian proposal
is clearly to the disadvantage of Saudi Arabia, the latter is strongly
opposed to it and is continuing to press for final demarcation. The
Iranians have delayed settlement, hoping to obtain a share of this appar-
ently rich discovery, but we see little likelihood of Saudi agreement and
believe that the issue will continue to be an irritant until final settle-
ment is reached.




BURAIMI DISPUTE

Buraimi consists of a group of nine oases about 50 miles west of the Gulf
of Oman and 50 miles east of the Persian Gulf. It has for centuries been
a desert crossroad. Egyptian agents were active there in the 1830s. 0il
fields were recently discovered in this area near Jubayl al Fuhud, a
mountain some 150 miles south of the oasis.

Buraimi is claimed by Saudi Arabia on the grounds that the inhabitants
there had traditionally acknowledged Saudi rule. The Saudis claim that
in the latter half of the nineteenth century the zakat (Moslem head tax)
was regularly paid to Riyadh by the rulers of Buraimi. The UK supports
the claimof the Sultanate of Muscat to six of the oases and that of the
Shaikhdom of Abu Dhabi to the other three.

In 1955, following the failure of an attempt to arbitrate the dispute,
British-supported native troops from Trucial Oman occupied the area in

an operation that also put an end to a rebellion in Inner Oman. In 1960
both Saudi Arabia and the UK agreed to a fact-finding mission by a per-
sonal representative of the Secretary General of the UN, and, on the basis
of his report, negotiations between the two countries were resumed under
UN auspices. Saudi Arabia rejected a British proposal in 1964 to settle
the dispute on the basis of the de facto boundaries and the dividing of
the oil revenues from the entire area. The dispute remains unresolved.

The present Ruler of Abu Dhabi, who governed Buraimi prior to the unsuc-
cessful arbitration of 1955, has now completed an asphalt highway from
Abu Dhabi to Buraimi and clearly regards this area as an inalienable part
of his domains.

CONEIDENTTAL




TAB C

POLITICAL STATUS, POPULATION, RESOURCES,
AND MILITARY STRENGTH OF GULF STATES

IRAN

Population: 25-26 million

Political Status: Independent state since first millenium B.C.

Resources: Primarily agricultural economy (per capita GNP
$230 rising at about 7% a year). Increasingly
viable industrial base. O0il production 2.5 mil-
lion bbls/day.

Military: 172,000-man armed forces equipped primarily with US
arms. 460 Patton tanks. Air Force will have 6
squadrons F-5's and 2 squadrons F-4-D's.

IRAQ
Population: 7-8 million

Political Status: Independent state since 1932. Member of UN and
Arab League.

Resources: GNP is estimated at $§1.5 billion, of which 247 is
contributed by the oil industry, 207% by agriculture,
and 12% by industry. Oil production is 1.3 million
bbls/day.

Military: Army (80,000) has good inventory but little offensive
capability outside Iraqi borders. Air Force has
167 jets, some of which are first-line Soviet air-
craft. Navy consists of 19 patrol vessels.

KUWAIT

Population: 500,000

Political Status: Independent state (and member of United Nations and
Arab League) since 1961.

Resources: Exclusively oil. Kuwait produces 2.3 million bbls/
day.
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Military: Army nuﬁbers 6,000. Good internal security capa-
bility but very limited capability to defend against

concerted outside attack. Kuwaiti air force possesses
4 Hawker Hunters.

SAUDI ARABIA

Population: 4-5 million

Political States: Independent state since 1932. Member of UN and Arab
League.

Resources: Principally oil. Current production over 3 million

bbls/day (counting half of neutral zone production).
Military: Regular Saudi army (24,000) is supplemented by
‘ National Guard numbering 28,000. Little military
capability beyond Saudi borders.
BAHRAIN
Population: 200,000 (40% Persian)

Political Status: Treaty of protection with UK gives latter control
over foreign affairs and defense.

Resources: Mainly oil, some Gulf entrepot trade. Bahrain pro-
duces 70,000 bbls of crude oil a day. It also has
one of the largest refineries in the Middle East,
with a capacity of over 200,000 bbls/day.

Military: Bahrain has no armed forces as such. 1Its British-
officered police force is about 900 strong.

There is a British force of about 3,700 men (air,

naval, and ground troop contingents) stationed on
the island.

QATAR

Population: 100,000

Political Status: Treaty of protection with UK giving latter control
over foreign affairs and defense.




Resources:

Military:

TRUCIAL STATES

Population:

Political Status:

Resources:

Military:

MUSCAT AND OMAN

Population:

Political Status:

Resources:

—SEERET™

0il. Production in 1967 was 265,000 bbls/day.
No regular military forces as such. British-

officered 1,000-man police force maintains
internal security.

(80% Arab)

Abu Dhabi - 18,000
Dubai - 80,000
Sharjah - 20,000
Ajman - 5,000

Umm al-Quwain - 15,000
Ras al-Khaimah - 7,000
Fujairah 7,000

Seven individual shaikhdoms, each of which has
treaties of protection with UK giving latter control
over foreign affairs and defense.

Prior to the discovery of oil in Abu Dhabi, the main
source of revenue in the Trucial Coast was the gold
trade in Dubai (an estimated $300 million of gold
passed through Dubai in 1967). Abu Dhabi now pro-
duces some 370,000 bbls of crude oil a day. A good
off-shore field has been discovered in Dubai which
is expected to go on stream in early 1969. The
resources of the other shaikhdoms are negligible.

British-officered Trucial Oman Scouts numbers 1,600
men and is considered to be a competent force. The

shaikhdoms do not individually maintain military or
security forces.

600-800,000

Independent sovereign state, recognized by US as such
since 1833. Not a member of UN or Arab League.

0il production began in late 1967 and is expected to

reach 130,000 bbls/day by mid-1968.

SEERET



Military:

TSRCRET-
4
Sultan's Armed Forces number 3,500-4,000 men. SAF
is judged to be capable force for desert-type action
with good mobility and limited, but effective, air

support. Senior officers predominantly British;
junior officers Pakistani, "
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