






























































“A Page of History...” 

ito 

to a minimum payment of £300,000. New arrangements for these 
payments in lieu of taxation were to be negotiated before 1963. 
Progressive reduction of the number of non-Iranian employees 
and their replacement by Iranians was also provided for, the com- 
pany further agreeing to spend £10,000 a year in educating 
Iranians in Great Britain. The Iranian government commissioner 
was retained, and his enumerated rights and privileges included 
the right to attend meetings of the board of directors and stock- 
holders of the AIOC, to have access to information available to 

AIOC stockholders, and to supervise the education of Iranians 
in Britain who were financed by the AIOC. The company also 
agreed to pay him an annual salary of £2,000. In addition, it 
was provided that the company could not transfer the concession 
to another party without the consent of the Iranian government; 
that on the expiry of the concession in 1993 all classes of the 
company’s property in Iran would revert to the government, and 
during the ten-year period preceding the expiry the company 
could not sell such property or export it from Iran; that the Gulf 
of Mexico or Rumanian price, whichever was lower, was to be 

taken as the basic price of oil and oil products sold in Iran, and 
that oil was to be sold to the public from the refinery at 10 per 
cent less than this basic price, and to the Iranian government at 
25 per cent less. Clear, precise, and detailed provisions were 
made for the submission to arbitration of all differences between 
the company and the government of Iran (Article 22). 

The new concession was much more favorable to Iran than the 
D’Arcy concession. It was a great victory for Reza Shah’s policy 
of emancipating Iran from British penetration and influence. By 
this act, more than any other, Iran asserted her independence and 
proved that she would no longer be the willing tool of Western 
imperialism. The oil dispute of 1932-1933 was the first bold 
and dramatic expression of the policy of resistance that has con- 
tinued unwaveringly to the present time. 
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ment’s refusal to recognize the validity of the concession that 
AIOC had obtained from Khoshtaria. The Iranians argued that 
the concession was invalid because it had never been ratified by 
the Majlis, and because the supervening Soviet-Persian Treaty of 
1921 had annulled all previous concessions granted to the tsarist 
government or to Russian subjects. AIOC countered with an argu- 
ment that Khoshtaria’s title was not annulled by the treaty, be- 
cause he was not a Russian subject but a citizen of the free 
Republic of Georgia. This argument lost its force when the 
Georgian government was overthrown by a Soviet coup in 1921 
and Georgia was incorporated into the Soviet Union in 1922. 
Khoshtaria’s citizenship then became prima facie Russian. 

The legal argument proved inconclusive. The British continued 
to insist on the validity of their claim, but the Iranians considered 
the matter closed and began to look about for a concessionaire 
from some distant country that did not have immediate interests 
in the Middle East and thus would not be a direct threat to 
Iranian sovereignty. With the aid of Morgan Shuster, former 
financial adviser to the Iranian government, negotiations were 
begun with the Standard Oil Company. When the Majlis, on 
November 22, 1921, authorized the government to grant a fifty- 
year concession to the Standard Oil Company, both the British 
and the Soviets objected. In the diplomatic exchange that fol- 
lowed, the United States government asserted the Open Door 
principle in support of the action of the Iranian government. But, 
because of the AIOC’s monopoly of transportation facilities 
within Iran, the Standard Oil Company was finally forced to 
agree to share the concession with AIOC on a fifty-fifty basis. This 
agreement brought a storm of Russian protests, and the Iranians 
eventually broke off negotiations with Standard. 

Reza Shah’s program of reform and industrialization required 
money, and he continued to seek ways of exploiting northern oil. 
Negotiations were begun with the Sinclair Consolidated Oil Com- 
pany in the hope that this corporation would be acceptable to 
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deeply into the company’s comparative advantage in the world 
oil market. In addition, the increasingly successful production in 
Saudi Arabia introduced a new factor, which added weight to the 
company’s decision that it could not withstand the competition. 
The unsettled political conditions in the world in 1938 were 
hardly encouraging. Amiranian’s renunciation ended the last at- 
tempt to exploit northern oil resources during the interwar period, 
and the project was not revived until 1944 (see pp. 33-36). 

From the Soviet point of view, the “northern oil imbroglio” 
clearly demonstrated Iran’s duplicity and basic hostility to the 
Soviet regime. It added evidential support to the Marxian theme 
of capitalist encirclement. Although the Soviets had some diffi- 
culty in concretizing their attitude toward Reza Kahn, they finally 
interpreted his rise to power as the product of a national libera- 
tion movement of an anti-imperialist and semibourgeois char- 
acter—a concept that dictated support by the Soviet Union, 
especially when the nationalist movement clashed with British 
interests. During the northern oil dispute the USSR practiced a 
policy of self-restraint, limiting itself to diplomatic protests and 
maneuvers. When Iranian nationalism expressed itself against 
the West, the Russians gave their active support, meanwhile at- 
temping to avoid such an expression against Russia. To this end 
the most effective and reliable Soviet weapons were economic. 

_ As in the political sphere, Soviet economic and commercial 
policies retained traditional tsarist objectives but used new 
tactics to achieve them. The tsars had aimed at preventing or 
limiting Western commercial penetration by gaining exclusive 
privileges, and by making the northern provinces as completely 
dependent as possible on Russia. That the tsars had enjoyed some 
measure of success is attested by the fact that before World War 

I two-thirds of Iran’s foreign trade had been carried on with 

Russia. 
Because of their strategic importance the countries on the 

periphery of the USSR from the Black Sea to Mongolia were 
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share of Iran’s external trade rose from 23 per cent in the fiscal 
year 1926-27 to 38 per cent in 1928-29. Iranian dependence 
was further increased by Soviet dumping practices. The exclu- 
sive-dealing privileges enabled the Soviets to demand relatively 
high prices. When Iranian merchants purchased goods elsewhere, 
the Soviets would dump large quantities of similar goods on the 
Iranian market, often at below-cost prices. This practice ruined 
many Iranian merchants and discouraged further attempts to deal 
with firms from other countries. These artificially reduced Soviet 
prices, by posing insurmountable difficulties of competition, also 
had a ruinous effect on native industry. 

The Russo-Persian Treaty of 1927 expired in 1929, and for the 
next two-year period Soviet-Iranian economic relations were un- 
regulated by treaty. By this time Reza Shah had become con- 
vinced that private Iranian traders could not compete success- 
fully with the state-owned Soviet trading corporations, and that, 
unless drastic measures were taken, Iran would become an eco- 
nomic colony of the Soviet Union. As a protective measure, 
against cyclical fluctuations in the world trading system as well 
as against Soviet commercial practices, a foreign trade monopoly 
was established in February, 1931, by the Iranian government. 
In October, 1931, a new four-year treaty was concluded with the 

USSR. This pact included a bilateral clearing arrangement with 
provision for fixed quantities of specific goods, and with a most- 
favored-nation clause. The treaty, with minor modifications, was 
renewed for another three years in 1935. Both treaties, though 
ostensibly requiring a net balance in the trade of the two coun- 
tries, enabled Russia to maintain a favorable balance through a 
provision that exempted certain Russian exports to Iran from the 
net balance. In the three-year period 1935-1938, Russia’s favor- 
able balance amounted to approximately 142 million rials. 

Meanwhile, to avoid Iran’s dependence on the Soviet Union 
for manufactured products (at Russian prices that quite often 
were abnormally high), Reza Shah energetically set about de- 
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both Russia and Britain. After World War I, Germany too was 
pursuing traditional objectives by new tactics. In the broad policy 
objectives of Germany there was little change, under the Kaiser, 
the Weimar Republic, or the Nazis: all three regimes aimed at 
penetration through the Caucasus and the Middle East to the 
wealth of southeast Asia. After the conclusion of World War I, 

Germany set about trying to regain the political and economic 
advantages of Imperial Germany in the Middle East, especially 
in Iran. Reza Shah, having determined on a policy of emancipa- 
tion from the influence of the British and Russians, sought the 
friendship and support of a strong third power as a counter- 
balance to these two rivals. Reza would have preferred this third 
power to have been the United States, as witnessed by his willing- 
ness to grant oil concessions to Americans and his choice of 
Americans as financial advisers, but American isolationism pre- 
vented the United States from playing such a role. As a result he 
turned to Germany, which, he probably hoped, was sufficiently 
remote not to be a threat to the territorial integrity of Iran. 

With the shah’s permission, the Germans developed regular 
steamship and air transportation services to Iran. In building up 
Iranian industry, German machines, installations, and personnel 

were used almost exclusively (German machines, of course, re- 
quiring German spare parts). The penetration of Germans in all 
branches of industry was great, and a large number of the fac- 
tories and public buildings, for which Reza Shah seemed to have 
a great fondness, were built by Germans. By 1932-33 Germany 
had regained the prewar position of Imperial Germany, with 8 
per cent of Iran’s external trade. The Nazis’ commercial policy, 
designed to support the growing war machine, was so skillful that 
by 1940-41 approximately 45 per cent of Iran’s foreign trade 
was with Germany. 

For the most part, German commercial penetration was con- 
centrated in the north, the trade being conducted via the Treb- 
izond-Tabriz line rather than through the Gulf. For political 
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in Iran, many of whom remained as semipermanent residents. 
These numbered approximately two thousand in 1941 and con- 
stituted a potentially effective and dangerous fifth column.’ After 
the German invasion of Russia in June, 1941, this fifth column 
became increasingly active as the German troops advanced across 
Russia and the threat of German conquest became more im- 
mediate. It was the presence and activity of these Germans in Iran 
that led to the occupation of that country by the British and 
Russians in August, 1941. The first task of the occupation troops 
was the internment of all Germans not attached to the diplomatic 
legation. However, some of them escaped internment and tried 
with some success to revive fifth-column activity with the aid of 
provincial tribesmen. They were also aided, directly and indi- 
rectly, by the sympathetic attitude of many Iranians, including 
some high government officials and army officers, and especially 
by the attitude of Reza Shah himself. The principal object of the 
German intrigue, as well as the reason for the British and Russian 
occupation, was the possession of the Transiranian Railroad, the 
only means of transporting supplies from the Persian Gulf to 
Russia. Because of the vigilance of British intelligence units, the 
fifth column was defeated just when it was about to fulfill its 
task, and by 1943 it was completely eliminated. 

§ 7. Iran in W orld War II 

During the first two years of World War II’ Iran maintained 
strict neutrality, although its sympathies were with the Germans. 
The neutrality was profitable to both Germany and Iran, since 
they could continue and increase their mutually beneficial trade. 
This situation could exist only so long as Germany and the USSR’ 
were allied and the British too weak to move against Russia from 
the Middle East. But the German invasion of Russia and the sub- 

sequent Russo-British alliance changed everything. The German 

armies destroyed large parts of Russian industry, and supplies 

and equipment were needed to enable Russia to continue the war. 
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visers were brought in by the Iranian government in an attempt 
to stabilize the economy and the administration.’ 

The occupying forces established zones of occupation, with 
the Russians in the northern provinces and the British in the 
south. A neutral zone was maintained around Tehran. Later, after 
Pearl Harbor, American troops took over from the British the 
operation of the southern part of the railroad and the Persian 
Gulf ports. The de facto occupation was confirmed by the Tri- 
partite Treaty of Alliance signed on January 29, 1942, by Brit- 
ain, Russia, and Iran.’ Britain and Russia undertook to “respect 
the territorial integrity, the sovereignty and the political inde- 
pendence of Iran,” to withdraw their troops from Iran not later 
than six months after the cessation of hostilities, and “to use their 

best endeavors to safeguard the economic existence of the Iranian 
people against the privations and difficulties” arising from the 
war. In return, Iran was to maintain internal security, to permit 
the free passage of goods and use of transportation facilities, and 
to establish censorship on all communication facilities. It was 
also agreed that the presence of British and Russian troops would 
not constitute military occupation, and that the Allies would dis- 
turb as little as possible the administration and economic life of 
the country.’ 

The long-standing rivalry between Britain and Russia in Iran 
was eclipsed during the first two years of the occupation by the 
urgent need to direct all their energies toward a common goal, the 
defeat of Germany. As the tide of battle turned in favor of the 
Allies in 1944, Britain and Russia again turned their attention to 
the pursuit of long-range policies and interests. The British policy 
during waftime was primarily concerned with the maintenance 
of internal stability and order so as to assure the smooth flow of 
supplies to the USSR, and with the suppression of any radical 
labor movements which might interfere, either immediately or 
in the future, with the production of oil. Both of these policies 
required that the British deal directly with the tribes and local 
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was officially created. The leaders of the newly formed party 
came from the group of Communists released from jail by the 
Soviets and from a small group of expatriates who had fled to 
the USSR during the reign of Reza Kahn. Important among the 
latter group was Ja’afar Peshavari, who later (in November, 
1945) became Premier of the “Azerbaijan Republic” (see pp. 
42-44.) . Protection by the Red Army, open support by the Soviet 
authorities, and official Soviet propaganda that paralleled that 
of Tudeh enabled the party to increase its membership, perfect 
an efficient working organization, and place several of its mem- 
bers as deputies in the Majlis by the end of the war. As will be 
seen, it also directly supported (and greatly aided) the actions 
and policy of the Soviet Union in the oil crisis of 1944 and in 
the postwar Azerbaijan dispute. 

§ 8. Northern Oil and the Soviets in Wartime 

The restriction of the area covered by the AIOC concession of 
1933° and the failure of prewar efforts of the Soviet government 
and American oil companies to obtain rights to exploit the oil 
of the northern provinces (see pp. 20-23) left most of Iran free 
from any grant of oil-exploitation rights, with the minor excep- 
tion of a concession to the Kavir-i-Khurian Company (jointly 
owned by Russians and Iranians) in the area of Semnan. The 
area thus free from concessions included not only the northern 
provinces, but also the provinces of southeastern Iran; the AIOC, 
in limiting its concession area as required by the 1933 conces- 
sion, had chosen certain sections of southwestern Iran. To obtain 

a new concession in the southeastern area (primarily Iranian 
Baluchistan) a British company sent a representative to Tehran 
in the fall of 1943. The spring of 1944 brought a representative of 
the Standard Vacuum Oil Company’ also seeking a concession. In 

the meantime, the Iranian government hired two American ge- 

ologists to survey the oil reserves in various parts of Iran.’ These 

developments caused much discussion and some criticism in 
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the Iranian government was rejecting all offers or applications 
for concessions. This announcement precipitated a storm of pro- 
test and criticism from the Communist press in Iran and in the 
Soviet Union. Criticism was directed at the Iranian government, 
as well as at Prime Minister Sa’ed personally, for having created 
an atmosphere of tension and distrust among the Allies and for 
having adopted a “reactionary”’ policy harmful to the interests 
of the Iranian working people.’ On October 24 Kavtaradze in- 
vited a large number of Iranian newspapermen to the Soviet 
Embassy and proceeded to attack the “disloyal and unfriendly 
position taken up by Premier Sa’ed” and to urge the support of 
the Iranian people for the granting of a concession to the Soviet 
Union.’ This attack by Kavtaradze on the Iranian government, 
to which he was accredited, was contrary to accepted diplomatic 
practice and must reflect on the Soviet promise in the Tripartite 
Treaty of Alliance to “respect ... the sovereignty and political 
independence of Iran” (see p. 31). 

Kavtaradze’s attack was followed by a press conference called 
by Prime Minister Sa’ed in which he asserted that his government 
was merely postponing all negotiations for concessions until after 
the conclusion of the war, when Iran should be free of foreign 
troops and the confused economic situation of wartime should 
have clarified itself. The postponement of negotiations was not, 
he said, directed primarily against the Soviet Union, and, in fact, 
the decision had been taken before the arrival of Kavtaradze in 
Tehran. The publication of this statement was followed by a 
virulent attack by the Tudeh and its affiliated organs, which ac- 
cused the government of Fascism and hostility toward the Soviet 
Union. Sa’ed’s immediate resignation was demanded. In support 
of these pronouncements of the Tudeh press there were mass 
demonstrations in Tabriz and Tehran against Sa’ed’s policy. It 

is significant that the participants in the Tehran demonstration 

were transported to Parliament Square in Soviet trucks and that 

the Iranian police were prevented from dispersing the mob by 
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Tudeh continued to be used as an instrument of Soviet policy. It 
played an important part in the events that led to the formation 
of the Azerbaijan “Republic” in 1945. 

§ 9. The Close of World War I 

The war years were a period of transition for Iran. Its blessings 
were mixed. The national unity which the dictatorship of Reza 
Kahn had established proved to be a facade only. With his de- 
parture and the distintegration of the army, political opposition 
and opportunism came into the open. There were evidences of 
democratic tendencies, but the circumstances were hardly pro- 
pitious for the development of democracy. However, for the first 
time the Majlis emerged as a real force in the government of Iran. 
The end of the dictatorship saw the revival of intellectual and 
political activity—political parties and newspapers appeared by 
the score. Most of the political groups, both new and old, were 
poorly organized, unstable, and short-lived, the significant ex- 
ception being the Tudeh party, which had become strong, well- 
organized, and disciplined under the protection and tutelage 
of the USSR. The diplomatic and military activity of the Allies 
constituted the main substance of the political life of Iran during 
the war years. In view of the almost complete control by the 
Allies, there was, of course, a danger that Iran would completely 

lose her independence, but in spite of that the Iranians developed 
a political consciousness that has greatly influenced domestic and 
world events in the postwar period and will probably continue to 
do so in the years to come. 

During the war years, Iran experienced a very severe inflation. 
The cost of living multiplied almost sevenfold between March 21, 
1941, and March 21, 1945.* After a temporary recession, prices 
showed a distinct paid trend in the postwar years to a peak 
late in 1949, which was followed by a slight recession in 1950— 

51 and a sharp rise again late in 1951. These wartime and post- 
war inflationary movements were caused primarily by the decline 
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be seen in the fact that immediately after the return of a large 
delegation of vacationing Iranian factory workers from Baku, in 
Soviet Azerbaijan, the Tudeh party of Azerbaijan voted itself out 
of existence. A new Democratic party, headed by Peshavari and 
the other leaders of the defunct Tudeh party, was formed, and it 

engineered the coup of December, 1945, setting up the Azerbai- 
jan People’s Republic.’ Iranian government officials were im- 
prisoned and many persons were killed, arms were distributed 
to party members and peasants, an Azerbaijan militia was 
formed (equipped with Soviet arms and uniforms), and party 
meetings were protected by Soviet troops. Soviet connivance and 
participation, despite formal declarations by the USSR that it 
was assuming an entirely neutral position, became very clear 
when the Iranian government sent troops from Tehran to quell 
the rebellion: the Iranian troops were turned back at the border 
of the Soviet zone by the Red Army. 

The Iranian government appealed to the United Nations, 
charging that the USSR was interfering in its internal affairs and 
endangering its security. The debate in the Security Council was 
focused on the procedural question whether a complaint of a 
small nation against one of the Big Five was the legitimate busi- 
ness of the Council. Russia’s arguments were countered by the 
United Kingdom and the United States, both of which vigorously 
supported Iran’s right to submit the dispute to the Council. The 
Security Council finally decided to keep the complaint on the 
agenda while the two parties negotiated a settlement —a signifi- 
cant development in the history of the United Nations and another 
example of Iran’s dependence on the relations between the USSR 
and the Western powers. Although the existence of the United 
Nations Security Council, its action, and the strong support by 

Britain and the United States undoubtedly encouraged the Ira- 

nian government to persist, the main credit for extricating Iran 

from a dangerous situation must go to the Iranian government 

itself, and especially to its new prime minister, Ahmed Qavam. 
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productivity, an economic development project calling for the 
expenditure of $650 million in seven years was formulated under 
the direction of the Iranian government. Relying on a statement 
in the Tehran Declaration of December, 1943, that “. . . the Gov- 

ernments of the United States, the U.S.S.R., and the United King- 
dom are in accord with the Government of Iran that any economic 
problems confronting Iran at the close of hostilities should 
receive full consideration, ...by conferences or international 
agencies held or created to deal with international economic 
matters...,” the Iranian government in 1947 applied to the 
International Bank for Reconstruction and Development (IBRD) 
for a loan of $250 million to be used to start the Iranian develop- 
ment program. A series of discussions was undertaken, but the 
loan was not forthcoming. Instead, the Bank followed its general 
practice and requested detailed information on the plan and on 
specific projects to be undertaken. To supply this information, 
the Iranian government engaged an American firm, Overseas 
Consultants, Inc., to survey the Iranian economy and formulate 

specific development projects. After working six months, Over- 
seas Consultants submitted to the Iranian government, in October, 
1949, an elaborate five-volume, 1250-page report’ blueprinting 
plans for an integrated development of Iran’s agriculture and in- 
dustry. This report became known as the Seven-Year Plan, and, 
like the plan originally submitted to the IBRD, it called for the 
expenditure of $650 million in a period of seven years. 

Meanwhile, the increasing import surpluses and budgetary 
deficits during the fiscal years 1948-49 and 1949-50 had 
deteriorated Iranian finances to such an extent that, by the end 
of 1949, the government could not afford to proceed with the 
Seven-Year Plan unless it could obtain increased revenues.’ Iran’s 
balance of payments and financial condition indicated that the 
Iranian government would not be a good credit risk,’ and the 
International Bank, being a bank, refused the loan. Many 
Iranians (and non-Iranians) consider the International Bank an 
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least since 1940, for a revision of AIOC’s royalty formula, 
caused in part by the disparity between the royalty formulas of 
Latin America (especially Venezuela) and that in the 1933 con- 
cession. Negotiations between the AIOC and the government of 
Iran were begun early in the summer of 1949, and on July 17 
a Supplementary Agreement of five thousand words, elaborately 
cross-indexed to the 1933 concession, was signed by representa- 
tives of the government and AIOC.’ This Supplementary Agree- 
ment had two important provisions: (1) the royalty rate was to 
be increased by approximately 25 to 50 per cent, depending on 
variations in production and profits, and (2) the company’s title 
under the 1933 concession was affirmed. Few officials read this 
lengthy and complicated document. Instead they talked of the 
fifty-fifty profit-sharing formula in effect in Venezuela. Such an 
arrangement had been offered by the British early in the nego- 
tiations, although the offer was not pressed, but the Iranian rep- 
resentatives refused it, apparently in the hope that an even more 
favorable arrangement could be won. 

By the fall of 1949 public opinion in Iran, including that of 
the United States Embassy, had crystallized: the Supplementary 
Agreement was inadequate. The British refused to discuss any 
changes until the Supplementary Agreement had been expressly 
rejected by the Majlis, and meanwhile the agreement was await- 
ing consideration by that body. In the elections of 1949 Dr. 
Mossadegh’s National Front party secured 8 seats in the Majlis, 
out of a total of 136. Even with such a small number of seats, 

his party was so well organized’ and its attitude of militant op- 
position to foreign political and economic domination struck such 
a responsive chord that it was able to control Iranian oil policy 

and prevent every attempt at ratification of the Supplementary 

Agreement during 1949 and 1950. The failure of Prime Minister 

Ali Mansur either to obtain parliamentary approval of the agree- 

ment or to induce the British to discuss the fifty-fifty formula, led 

to the fall of his three-month-old government in June of 1950. He 
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committee’s report and requested the committee to make a report 
suggesting the course the government should take in the matter. It 
was an unfortunate coincidence that early in January news 
reached Tehran of the Arabian-American Oil Company’s fifty- 
fifty profit-sharing agreement with Ibn Saud. At this late date 
the company urged Prime Minister Razmara to reopen negotia- 
tions for a fifty-fifty profit-sharing agreement.’ That Razmara did 
not do so is undoubtedly attributable to the following events. On 
February 19 Dr. Mossadegh presented to the Special Oil Com- 
mittee of the Majlis a formal resolution for the nationalization 
of the Iranian oil industry, and immediately thereafter, the Na- 

tional Front party conducted its public campaign for nationaliza- 
tion with increased vigor. Following the introduction of this reso- 
lution Prime Minister Razmara was called upon by the Special 
Oil Committee to report on whether or not nationalization was 
practicable. He referred the problem to a panel of Iranian ad- 
visers. These advisers submitted reports stating that, in their 
opinion, nationalization was not practicable at that time and 
added that they had grave doubts of the legality of the national- 
ization plan. The prime minister presented these reports to the 
Oil Committee on March 3, at which time their contents were 

made public. On March 7 Razmara was assassinated. Eight days 
later, on March 15, the Majlis passed a “Single Article” bill 
nationalizing the Iranian oil industry.’ This action was confirmed 
by the Senate on March 20. In April a more detailed bill of nine 
articles’ was prepared and passed by both the Majlis and the 
Senate, and the bills received the assent of the shah on May 1 

and 2, 

§ 4. The Anglo-Iranian Oil Dispute of 1951-1952 

Immediately after the Majlis passed the “Single Article Law of 

March 15th,” there were a series of anti-British riots and demon- 

strations in Tehran. Looting was widespread, and scores of per- 

sons were injured. Before order was restored, eight Iranians and 
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phobia, which seems to be a common element in all Middle East 
nationalism, has continued to find expression, both popular and 
official,’ throughout the oil dispute. The nationalist policies of 
Mossadegh’s National Front party found wide popular support. 
The political creed of patriotic nationalism, which was character- 
istic of the Middle East nationalism in the 1920’s, became merged 
with the social struggle of the masses of poverty-ridden peasants 
in Iran, but the peasants’ support of political nationalism in 
1951 was as much the product of a reaction to years (or cen- 
turies) of oppression by landlords and inefficient governments 
as it was a reaction to abuse by foreign commercial enterprises. 
This present-day nationalism in Iran, as well as in the Arab 
Middle East generally, has been succinctly and ably described 
by The Economist (London) in the following terms: 

The Arab nationalism of thirty years ago, which was reared on the 

pap of missionary education in Syria and educated on President Wilson’s 

fourteen points, was a mixture of xenophobia and of religion, but it was 

conditioned and shaped by an ancient social order. Today nationalism 

remains anti-foreign but with this distinction: whereas its forerunner 
was merely hostile to the foreigner on the spot and regarded distant 

powers such as the United States as genial and tolerable, the nationalism 

of the fifties is directed against all foreigners, westerners and Russians 
alike. Likewise, it is still fired by religious emotions, as is evident in the 

strength of the Moslem Brotherhood in Egypt and in Mullah Kashani’s 

power in Persia; but it is also propelled by a third and new force, social 

discontent.° 

This social discontent, which is so obvious throughout most of the 
Middle East, is the expression of the “revolution” now in prog- 
ress. The real “revolutionary”’ force in the Middle East has not 
been Communism, or any other ideology, but instead, the “revo- 
lutionary” oil industry.’ The introduction of Western culture 
and technology through the oil industry, and to a lesser extent 

through other commercial enterprises, has created a change in 

the traditional patterns of thinking, and, for Middle Easterners 
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place of the terms “Persia” and “Persians,” except that the com- 
pany did change its name when the name of the country was 
changed. This practice can be seen readily enough throughout 
the official communications that are quoted below. The British 
negotiators would have done better, instead of calculating how 
much they could afford to advance to the Iranian government 
pending settlement of the oil dispute, to have pondered the advice 
of one of their elder statesmen, Lord Bryce: “It is not occasional 
acts of cruelty . . . that makes foreigners hated nearly so much as 
coldness, hauteur, contempt, and incapacity to appreciate or sym- 
pathise with a different set of customs or ideas.” Qn the other 
hand, the Iranians have not shown any conspicuous understand- 
ing or humor in their dealings with Oxford-trained British lions. 

Every fair and rational solution possible demands that the 
parties reach an agreement, and that they both make a serious 
effort to work together for their mutual benefit and improvement. 
Yet the problem of attaining workable methods of codperation 
was the one problem that was never mentioned in the negotiations. 
The omission is, however, probably for the better, since this prob- 
lem is one that can only be solved by understanding and sym- 
pathy, and not by negotiation. 

$ 5. The Negotiations, First Phase 

After the passage of the supplementary Law Regulating National- 
ization of the Oil Industry, on April 30, 1951,° but before it 
became effective through ratification and promulgation by the 
shah on May 2, the British government still refused’ to “admit 
that the contractual obligations under which the company has 
operated and has made this great investment in Persia can be 
abrogated unilaterally.’”” However, the official British attitude 
was still friendly and generally conciliatory, as was stated by 
Mr. Herbert Morrison, British Foreign Secretary, in the House of 

Commons on May 1. 
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legislation in the future, or by administrative measures or any 
other acts whatever of the executive authorities.” This pledge is 
made more specific by the second paragraph of Article 26: “Be- 
fore the date of December 31, 1993, this Concession can only 

come to an end in the case that the Company should surrender 
the Concession (Article 25) or in the case that the Arbitration 
Court should declare the Concession annulled as a consequence 
of default of the Company in the performance of the present 
Agreement.” The arbitration court referred to is provided for 
by Article 22, which reads, in part: “Any differences between the 
parties of any nature whatever and in particular any differences 
arising out of the interpretation of this Agreement and of the 
rights and obligations therein contained as well as any differ- 
ences of opinion which may arise relative to questions for the 
settlement of which, by the terms of this Agreement, the agree- 
ment of both parties is necessary, shall be settled by arbitration.” 
The following paragraphs of Article 22 detail the means of choos- 
ing the arbitrators, the umpire who is to be appointed in the 
event that the arbitrators cannot agree, the procedures to be fol- 
lowed, and the law to be applied. Paragraph D provides that if 
one party fails to appoint an arbitrator within sixty days after 
having received notification of the request for arbitration “the 
other party shall have the right to request the President of the 
Permanent Court of International Justice . . . to nominate a sole 
arbitrator, . . . and, in this case, the difference shall be settled by 
the sole arbitrator.”” _In accordance with Article 22, paragraph B, 
AIOC notified the Iranian government that Lord Radcliffe, Lord 
of Appeal in Ordinary, had accepted appointment as its arbitra- 
tor and requested that the Iranian government appoint its arbi- 
trator at its earliest convenience. 

On May 19, before any reply had been made to the company’s 

request for arbitration, Sir Francis Shepherd, British Ambassa- 

dor in Tehran, presented the Iranian government with an aide- 

memoire which set forth in rather strong language the British 
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another letter on May 24, which amounted to an ultimatum. It 
allowed the company until May 30 to send representatives to 
meet with the Oil Committee, failing which the Iranian govern- 
ment would itself proceed to execute the nationalization laws. 
The reasons for the refusal to arbitrate in accordance with the 
provisions of the 1933 concession were elaborated by Prime Min- 
ister Mossadegh in a speech to the foreign press representatives 
on May 28:” 

As I have said before, nationalization of the Oil Industry has been 

affected [sic] by virtue of the Iranian Nation’s sovereign rights. No 

agreement can deprive us of this right. All legal authorities agree on this 

point. But our antagonists represent the matter differently; instead of 

admitting that the Iranian Nation has the right to nationalize whatever 
industry it may deem to be in its interest; they allege that the Iranian 

Nation has annulled the former Oil Company’s agreement. 

Apart from the fact that the said agreement was signed under duress 

and consequently not valid or even null and void, the Iranian Government 
and people have not considered the validity of the agreement about which 

the Oil Company and the British Government are raising so much thunder 

and fury. 
The Iranian Majlis has not raised any question about the agreement or 

acted in any way to give the Oil Company an excuse to refer this matter 

to arbitration. If a question had been raised regarding the validity of the 

agreement, the need for arbitration would arise. I repeat that neither the 

Majlis nor the Iranian Government has raised any point regarding the 

agreement; consequently the Oil Company cannot invoke the arbitration 

clause. 
It is true that as a result of the nationalization of the oil industry, the 

former Oil Company will no longer be able to exploit the oil resources of 

the country for its own benefit. But any agreement, no matter of what type 

and how worded, is subject to laws which are within the sovereign rights 

of nations. No agreement can prejudice the application of such sovereign 

laws. 

To sum up, when a Government takes an action in exercise of its 

sovereign rights which causes loss to a private corporation the only 
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national (AIOC) in a manner inconsistent with the norms of 
international law, the Iranian government had committed a wrong 
against the government of the United Kingdom, for which the 
latter asked satisfaction and indemnity. Further, the United King- 
dom asked the Court to declare that the 1933 concession could 
not be lawfully annulled, or its terms altered, by the Iranian 
government otherwise than by agreement with the company, or 
under the provisions of Article 26 of the agreement. Although no 
request was made at the time, the United Kingdom also reserved 
the right to request the Court, in accordance with Article 41 of the 
Statute of the Court, to indicate, if the circumstances should re- 

quire, “any provisional measures which ought to be taken to 
preserve the respective rights of either party.” 

On May 28, 1951, the president of the Court indicated that, 
as the applications of the British government and the AIOC had 
certain points in common, action on the company’s application to 
the Court for the appointment of a sole arbitrator would be de- 
ferred for the time being.” On the same day, the Iranian minister 
of foreign affairs informed the Court that the Iranian government 
did not recognize the competence of the ICJ to deal with the mat- 
ters in dispute between the Iranian government and the AIOC.” 

The United Kingdom did not request the ICJ to indicate in- 
terim measures (to issue a “temporary injunction,” in the lan- 
guage of the common law) in its application of May 26, because, 
as Foreign Minister Morrison made clear in a statement to the 
House of Commons on May 29, the British government still had 
hope that a settlement could be reached by agreement between 
the Iranian government and AIOC, and it wished to do nothing 

that might prejudice the chances of reaching such a settlement. 
In addition, Mr. Morrison stated, the British government were 
still anxious “to see this dispute settled by negotiation, and their 

offer to send a special mission, if that would help, still stands.” 

Then Mr. Morrison proceeded to make the first conciliatory 
gesture that had been made since the dispute began. 
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Moreover, as His Majesty’s Ambassador in Tehran has informed the 

Persian Government, while His Majesty’s Government cannot accept the 

right of the Persian Government to repudiate contracts, they are prepared 

to consider a settlement which would involve some form of nationaliza- 

tion, provided—a consideration to which they [the United Kingdom gov- 

ernment] attach some importance—it were satisfactory in other respects. 

Their difficulty has been, and still is, that the Persian Government has 

hitherto not seen fit to respond in any way to their repeated suggestions 

of negotiation... His Majesty’s Government earnestly hopes that wiser 

counsels, taking full account of the dangerous potentialities of the present 
situation, will prevail in Tehran and that negotiations can be initiated in 

an atmosphere of reason and goodwill.” 

In response to this statement, the Iranian government an- 
nounced on May 30 that, although it would agree to a discussion 
with the British government on the United Kingdom’s require- 
ments of oil (note: not AIOC’s), it would never consider the 
British government a party to the oil dispute, which it considered 
solely a domestic matter between itself and a private company, 
AIOC.” On the same day, Mr. Seddon, representative of AIOC 

in Tehran, had an interview with Finance Minister Mohammed 

Ali Varasteh and was handed by him an aide-memoire in which 
the Iranian government expressed a desire to use the company’s 
knowledge and experience in making arrangements for the im- 
plementation of the nationalization laws. The company was in- 
vited to submit immediate proposals, provided they were not 
contrary to the “principle of nationalization,”’ and the Iranian 
government promised “‘to give careful consideration to the pro- 
posals.””” In the hope that this might be an opening which could 
lead to a settlement by agreement,” Mr. Seddon replied to the 
minister of finance that the company, though fully reserving its 
legal rights, would send representatives from London to Tehran 
as soon as possible for “full and frank discussions with the Iranian 
Government.” On June 6 the headquarters of AIOC in London 
announced the names of four of its directors who would go to 
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Iran to hold the projected discussions with the Iranian govern- 
ment. The mission was headed by the deputy chairman of AIOC’s 
board of directors, Mr. Basil Jackson. The other members were 
Sir Thomas Gardiner (one of the two government-appointed 
members of the company’s board), Mr. N. A. Gass (who nego- 
tiated the 1949 Supplementary Agreement that bears his name),” 
and Mr. E. H. O. Elkington. The members of the mission arrived 
in Tehran on June 1] and 12, and the first meeting took place on 
June 14. 

In advance of this meeting Sir Francis Shepherd, British Am- 
bassador in Iran, issued a statement in the form of a letter to 

the Iranian press in which he attempted to smooth the way for 
the forthcoming negotiations by reaffirming the good will of the 
British government towards Iran. Further, he declared that, since 

the Iranian oil industry “[could not] be conducted except by 
mutual codperation” between Britain and Iran, the only “civ- 
ilized’”’ procedure was to seek a solution by discussion round a 
table. He continued: 

The arrival of the oil company delegation gives an opportunity for this 

method to be begun. 

I wish to state categorically that the attitude of the British Government 

to this question and in its policy toward Iran is not in the faintest degree 
animated by imperialism. On the contrary, it has been the policy of the 

British Government for many years to encourage an independent, pros- 

perous and stable Iran. 
I wish to state categorically that the oil company is entirely a commer- 

cial concern, and does not intervene in the politics of the country. On the 

basis of these assurances, it should be possible for discussions to proceed 
in a friendly atmosphere. This is essential for British and Iranian inter- 

ests, inextricably mingled in the business of extracting, processing and 
marketing of oil.” 

In the meantime, members of the Mixed Board that had been 

established in accordance with the Law Regulating Nationaliza- 
tion” arrived at the AIOC headquarters in Khorramshahr and 





Politics, Nationalization, and 

Controversy 

65 

Iranian production within one year if AIOC were dispossessed ;” 
that the even more serious loss of Abadan’s refining capacity 
could be replaced within, at most, three years; that the tanker 
fleet at the disposal of the company” could easily and profitably 
be employed elsewhere, which would leave Iran with the problem 
how to dispose of its oil, only a very small quantity of which was 
consumed domestically. That these were indeed “realities” has 
been proved beyond question by subsequent events, and the eco- 
nomic pressure which they exert on Iran has been relied upon 
almost exclusively by the British since the Abadan refinery was 
shut down on July 31, 1951; but when they were repeated, imme- 
diately preceding the negotiations and later during the negotia- 
tions between the AIOC mission and Iranian government, they 
were interpreted by the Iranians as thinly veiled threats.” How- 
ever, it should be noted that the Iranian finance minister, Moham- 

med Ali Varasteh, made some statements that were not likely to 
encourage a conciliatory attitude on the part of the British nego- 
tiators. On June 12 he issued a statement to the press in which 
he announced that he would “demand at the very outset the un- 
conditional acceptance of nationalization as an accomplished 
fact.”” To the AIOC delegation this undoubtedly sounded very 
different from Finance Minister Varasteh’s aide-memoire of May 
30, in which the company was asked to submit proposals “pro- 
vided they were not at variance with the principle of nationali- 
zation.” A “principle” can be a very different thing from an 
“accomplished fact.” 
When the representatives of the Iranian government and AIOC 

met for the first time on June 14, Finance Minister Varasteh made 

another announcement, this one to the effect that the talks could 

not proceed further unless the company agreed at once to deliver 
75 per cent of the net revenues derived from the sale of Iranian 
oil since March 20.” Talks were adjourned until June 19, in 
order to give the company’s delegation time to formulate a reply. 

On June 19 the AIOC delegation handed the Iranian delega- 
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proceeds (less expenses) from the sales of Persian oil, from which 25 

percent would be deposited in a mutually agreed bank against any prob- 

able claims of the Company, we are unable to accept such a suggestion. 

The Delegation has come out for discussions and regard it as unjustifiable 

that the Persian Government should put forward a demand of this kind 

before discussions have even started. We are, moreover, certain that when 

in our future talks we have been able to explain to you in more detail the 

machinery of our business you will come to agree with us that such a 
demand would be neither commercially possible nor acceptable to any oil 
company.” 

It is difficult to see any particular virtue in this proposal. In- 
deed, it seems to suggest only a change of form and not one of 
substance. The surrender of the distribution business in Iran is a 
very small concession, for the consumption of oil products within 
Iran is so small in relation to the total production of AIOC as to 
be of no importance to the company. In fact, it may well be that 
the special price discounts that the 1933 concession required 
AIOC to give Iranian purchasers” made the distribution business 
in Iran somewhat less than profitable. 

It is difficult to see what real changes the proposal to vest the 
Iranian assets of AIOC in the “Persian National Oil Company”’ 
would entail, since the vesting was to be accompanied by a grant 
of the use of these assets to an AIOC subsidiary. To be satisfac- 
tory to AIOC, such a grant would have to be embodied in an 
arrangement which included a long-term contract. And that is 
precisely the effect of the 1933 concession. Article 20 of that 
agreement provides: 

II. At theend of the Concession [1993]... all the property of the 

Company in Persia shall become the property of the Government in 

proper working order and free of any expenses and any encumbrances. 

III. The expression “all the property” comprises all the lands, buildings 

and workshops, constructions, wells, jetties, roads, pipe-lines, bridges, 

drainage and water-supply systems, engines, installations and equip- 

ment...of any sort, all means of transport and communication in 
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lation to their demands without discussion, that he noted with 
regret the Persian decision to break off the talks and that he was 
left with no alternative than to communicate that decision to 
London and ask for instructions.” Instructions were sent, and the 

Jackson mission left for London on June 22. 
While discussing the Iranian rejection of the AIOC proposals 

before the House of Commons on June 20, Foreign Secretary 
Morrison assured the British in Iran that they would be pro- 
tected,” and he added: “‘. . . we propose to follow up the applica- 
tion we have already made to the Hague Court by a further 
application for an indication of provisional measures to preserve 
the rights of the United Kingdom pending a decision of the merits 
of the case.” The International Court of Justice had announced 
on June 6 that it accepted lodgment of the United Kingdom’s case, 
and on June 22 a “‘Request for the Indication of Interim Measures 
of Protection” was filed with the registrar of the Court.” 

Before the British “case” for interim measures could be ar- 
gued before the International Court a number of things happened 
in Iran that increased the tension and ill feeling between the 
parties. The “‘necessary instructions” for taking over the Iranian 
oil industry, which have been referred to above,” were issued in 
the form of decrees by the Iranian Council of Ministers on June 
20, to the following effect: 

a) No operational instructions issued by the Anglo-Iranian Oil Com- 
pany Management should be valid unless counter-signed by the Tempo- 

rary Board [of the National Iranian Oil Company (NIOC) J. 

b) Persian officials should take over the installations of the Kerman- 

shah Petroleum Co., Ltd. [a subsidiary of AIOC] at Kermanshah and 

Naft-i-Shah in West Persia. 
c) Persian officials were to assume the supervision of the Anglo-Iranian 

Oil Company’s Tehran Office and its sales organization in Persia. 

d) The Anglo-Iranian Oil Company Information Departments in Persia 

should be closed. 

e) The name of the National Iranian Oil Company should take the 
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tion of the Persian National Oil Industry, resulting in cutting oil pipelines 
or rendering unserviceable refineries or facilities for transport of oil, or 
causing fire in oil wells or oil storage tanks or causing destruction of rail- 
way lines, railway tunnels, railway bridges or rolling-stock, shall be con- 
demned to penalties ranging from temporary imprisonment with hard 
labour to execution. These same penalties will be applied to instigators 

and accomplices as to those actually committing the crime. These offences 
shall be dealt with by military courts.” 

The extreme character of such a law, as well as its ambiguity, 
needs no elaboration. The possibilities of its application were 
made strikingly apparent within a few days after its introduction 
to the Majlis. 

In his argument of the British case before the ICJ on June 30, 
Sir Frank Soskice related the following events.” On the night of 
June 21 the AIOC printing works at Abadan were “forcibly 
seized” on behalf of the Temporary Board of NIOC. The printers 
were ordered’ to print certain forms of receipts which acknowl- 
edged that oil received on board tankers was received from the 
NIOC and that the consignee was responsible for payment of 
the purchase price to NIOC. The Temporary Board then de- 
manded that the masters of tankers in port sign receipts in this 
form, with the threat that port clearance would be refused if they 
failed to sign. The general manager of the AIOC refused to 
authorize the ships’ masters to sign such receipts.” Within twenty- 
four hours the general manager and the board worked out a 
compromise whereby the masters signed the Iranian receipts, but 
with the endorsement that they reserved the rights of their prin- 
cipals. The endorsement also denied any admission of liability 
for the purchase price on the part of consignees.” In effect, the 
receipt was nothing more than a certification of the amount of oil 
shipped. This was not what the Temporary Board wanted, and, 
on June 23, it demanded a receipt in the following form. 
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manager in Tehran was instructed to hand over 75 per cent of 
net revenues received from oil sales in Iran. Similar instructions 
were given the following day to distribution managers at Ahwaz, 
Abadan, and Masjid-i-Sulaiman.” 

On the twenty-fifth of June a letter was received by the general 
manager, informing him that no checks could be issued by AIOC 
unless countersigned by persons nominated by the Temporary 
Board. Another letter, received on the same day, referred to a 

previous inquiry whether Mr. Drake was willing to continue serv- 
ice as an employee of the Temporary Board and advised him that 
if he did not reply by 8:00 a.m. on June 28 he would be regarded 
as having resigned. In an interview with the Temporary Board 
that day Mr. Drake requested that the board withdraw its letter 
intimating a charge of “sabotage” in connection with his policy 
on tanker receipts. His request was refused and, in view of the 
provisions of the “sabotage bill” introduced to the Majlis on June 
21, he left Iran for Basra on the advice of the British ambassador 
and of AIOC headquarters in London.” 

Meanwhile, the dispute over the form of receipts to be signed 
by tankers’ captains had prevented all sailings since June 22. On 
June 26 AIOC ordered that all tankers in port pump their cargoes 
ashore and leave Abadan immediately. On the same day the Ira- 
nian customs authorities prevented the pumping of further sup- 
plies of aviation gasoline to Basra through the company’s pipe 
line. Iranian soldiers were stationed on the jetty at Abadan and 
reportedly interfered with the movement of material and em- 
ployees of AIOC. 

The British reaction to these developments was stern. In a state- 
ment to the House of Commons on June 26 Foreign Secretary 
Morrison announced that preparations were being made for the 
protection of British subjects in Iran should the Iranian govern- 
ment fail to discharge its legal responsibility for their protection. 

' As a part of these preparations, he announced, the cruiser 

Mauritius “has been ordered to proceed forthwith to the vicinity 
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a) The Imperial Government of Iran should permit the Anglo-Iranian 
Oil Company (Limited), its servants and agents, to search for and extract 

petroleum and to transport, refine or treat in any other manner and 

render suitable for commerce and to sell or export the petroleum obtained 

by it, and generally, to continue to carry on the operations which it was 
carrying on prior to lst May, 1951, free from interference calculated to 

impede or endanger the operations of the Company, by the Imperial Gov- 

ernment of Iran, their servants or agents, or any Board, Commission, 

Committee, or other body nominated by them. 

b) The Imperial Government of Iran should not by any executive or 

legislative act or judicial process hinder or prevent or attempt to hinder 

or prevent the Anglo-Iranian Oil Company (Limited), its servants or 
agents, in or from continuing to carry on its operations as aforesaid. 

c) The Imperial Government of Iran should not by any executive or 

legislative act or judicial process sequester or seize or attempt to sequester 

or seize or otherwise interfere with any property of the Anglo-Iranian Oil 

Company (Limited), including (but without prejudice to a decision on 
the merits of the case) any property which the Imperial Government of 

Iran have already purported to nationalize or otherwise to expropriate. 

d) The Imperial Government of Iran should not by any executive or 

legislative act or judicial process sequester or seize or attempt to sequester 

or seize any moneys earned by Anglo-Iranian Oil Company (Limited), or 

otherwise in the possession or power of the Anglo-Iranian Oil Company 

(Limited), including (but without prejudice to a decision on the merits 
of the case) any moneys which the Imperial Government of Iran have pur- 
ported to nationalize or otherwise to expropriate or any moneys earned 

by means of property which they have purported so to nationalize or 

otherwise to expropriate. 
e) The Imperial Government of Iran should not by any executive or 

legislative act or judicial process require or attempt to require the Anglo- 

Iranian Oil Company (Limited) to dispose of the moneys referred to in 
subparagraph (d) above otherwise than in accordance with the terms of 
the Convention of 1933 or of any measure to be indicated by the Court. 

f) The Imperial Government of Iran should ensure that no other steps 

of any kind are taken capable of prejudicing the right of the Government 

of the United Kingdom to have a decision of the Court in its favor on the 

merits of the case executed, should the Court render such a decision. 
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of international law (that is, it had refused the company’s request 
for arbitration under Articles 22 and 26 of the 1933 concession, 

and had passed laws taking the company’s property in an illegal 
manner) and had thereby committed a wrong against the United 
Kingdom government. To establish the jurisdiction of the Court 
the application relied on the declarations’ by which the two gov- 
ernments had recognized the compulsory jurisdiction of the Per- 
manent Court of International Justice.’ In its declaration of 
September 19, 1932, Iran recognized the jurisdiction of the Court 
only in case of disputes “with regard to situations or facts relating 
directly or indirectly to the application of treaties or conventions 
accepted by Persia.’” To bring its case within this requirement, 
the United Kingdom stated in its application that there were 
several treaties between the United Kingdom and Iran obligating 
the latter to accord most-favored-nation treatment to British 
nationals in Iran, and that there were ten treaties that Iran had 

concluded with other states providing for the treatment of 
nationals in accordance with international law. On this basis, the 

United Kingdom concluded (1) that Iran was bound to accord 
British nationals treatment in accordance with international law, 
(2) that Iran’s failure to do so was a breach of a specific treaty 
obligation accepted by her, and (3 )that this breach of a treaty 
obligation to treat British nationals in accordance with interna- 
tional law obliged Iran to submit to the jurisdiction of the ICJ, 
successor to the PCIJ, in accordance with the provisions of her 
1932 declaration accepting the jurisdiction of the Court in dis- 
putes relating to the application of treaties accepted by her. 

In his argument that the Court should indicate interim meas- 
ures without previously determining that it had jurisdiction to 
decide the case on its merits, Sir Frank Soskice contended that 

his claim was “amply supported by the practice of the Court and 
other international tribunals; by opinions of publicists; and by 
considerations of convenience and of common sense, and of the 

general principles of law.”” In regard to the jurisprudence of the 
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échéant, indiquer des mesures conservatoires avant d’avoir con- 
staté que le fond de l’affaire rentre dans sa juridiction...”” In 
the case of the Denunciation of the Sino-Belgian Treaty” the 
president of the Permanent Court of International Justice indi- 
cated, by an order dated January 8, 1927, certain provisional 

measures designed to maintain the status quo pending either a 
decision by the Court that it had no jurisdiction or a judgment on 
the merits.” In a second order in the same case it was made quite 
clear that the order for interim measures was made independently 
of the question whether the Court had jurisdiction to deal with 
the case on the merits.” 

The jurisprudence of the International Court on this question 
is supported by that of various international arbitral tribunals.” 
In addition to Professor Hudson and Judge Hammarskjold, other 
publicists support, without a known dissent, the position that the 
Court has the right to indicate interim measures of protection 
in a particular case without having previously determined its 
right to decide the case on its merits.” In addition, municipal 
systems of law generally grant their courts a similar right.” That 
the ICJ should have such a right is supported by the practical 
necessity of preserving the rights of both parties and preventing 
irreparable damage to the interests of one party by the unilateral 
actions of the other, pending a decision on the merits. If the Court 
did not have such a right the subject matter of the dispute might 
be completely destroyed or so irretrievably damaged that an ul- 
timate judgment on the merits would be incapable of execution. 

While judicial decisions and opinions of publicists are only a 
“subsidiary means for the determination of rules of law’ in the 
ICJ, yet when combined with an almost universal recognition of 
a right in muncipal systems of law they indicate one of the 
“general principles of law recognized by civilized nations” and 
an “international custom.’ “International custom”’ is one of the 
primary sources of law to which the Court is referred by its 
Statute.” That the Court has the right, in its discretion, and if 
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something new that had not appeared before in the jurisprudence 
of the International Court. Further, if the dissenting opinion 
should prevail, the Court’s power under Article 41 of the Statute 
would be seriously limited, contrary to the intentions of its 
framers, and the Court would be greatly weakened in its exercise 
of a function necessary to effective adjudication.” 

2) General principles—Having once determined that the 
Court does have the right to indicate interim measures without 
having previously determined that it is competent to decide the 
case on its merits, the next inquiry must be directed to the prin- 
ciples on which the Court exercises this right. For these principles 
it is necessary to look to the practice of the PCIJ, since the Statute 
and Rules of Court say only that the Court may indicate interim 
measures “to preserve the respective rights of either party.”” The 
PCIJ considered six cases bearing on this question, but the 
factual situations in two of them” are so different from the Anglo- 
Iranian dispute that they are not strictly in point. The other four 
cases illustrate several guiding principles that have been utilized 
by the Court in the exercise of its right to indicate imterim 
measures. In the case of the Factory at Chorzéw (Indemnities) ,” 
after the PCIJ had given a judgment dismissing Poland’s pre- 
liminary objection that the Court had no jurisdiction, the German 
government filed a request for interim measures. It stated that 
unless payment of compensation were immediately made, irrepa- 
rable damage would result, and it was therefore requested that 
the Court “‘indicate to the respondent Government the sum to be 
paid immediately, as a provisional measure and pending final 
judgment ...”” The Court refused the German request, on the 
ground that it could not be “regarded as relating to the indica- 
tion of interim measures of protection, but as designed to obtain 
an interim judgment in favour of a part of the relief formulated 
in the Application.” Thus, although a plaintiff may obtain an 
interim judgment under many systems of municipal law,” the 
PCIJ interpreted the phrase “measures which ought to be taken 









Politics, Nationalization, and 

Controversy 

87 

its continued operation would necessarily have to be conducted 
under such conditions as would lead to irreparable damage to 
plant and machinery, as well as possible damage to the popula- 
tion from inexpert handling of the machinery used to control the 
dangerous gases released in the refining process. (2) Large num- 
bers of Iranians (approximately 70,000) who were dependent 
upon AIOC for employment would be thrown out of work, and 
would, in addition, suffer from the stoppage of the services and 
supplies—domestic fuel, electricity, fresh water, and refrigera- 
tion for food preservation—that are dependent upon the con- 
tinued production of petroleum and its products. (3) The 
disruption of the continuity in the supply of oil would be severely 
detrimental to the maintenance of AIOC’s world-wide marketing 
organization and would seriously damage its good will in the 
markets. (4) The expulsion of AIOC from Iran would irrepa- 
rably damage the company’s immense undertaking and invest- 
ment outside Iran in tankers, refineries, and marketing equipment 
and organization, all of which are based primarily upon the pro- 
duction of Iranian crude oil. 

The Court apparently found these arguments persuasive, for, 
in its order of July 5, 1951, indicating interim measures of pro- 
tection, it stated that it “must be concerned to preserve by such 
measures the rights which may be subsequently adjudged by the 
Court to belong either to the [United Kingdom] or [Iran].” It 
“indicated,” pending its final decision on the merits, certain 

“provisional measures” that were to apply “on the basis of recip- 
rocal observance.” These were: 

1. That the Iranian Government and the United Kingdom Government 
should each ensure that no action is taken which might prejudice the 

rights of the other Party in respect of the carrying out of any decision on 
the merits which the Court may subsequently render; 

2. That the Iranian Government and the United Kingdom Government 

should each ensure that no action of any kind is taken which might 

aggravate or extend the dispute submitted to the Court; 
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whether the Court embodies its “indication of interim measures” 
in an “order” or in a “judgment” so long as the terms are con- 
sidered synonymous with each other and with the term “deci- 
sion.” In fact, the practice of the PCIJ of using the term “‘order”’ 
has only confused the issue, since that practice originated long 
before the adoption of the United Nations Charter, Article 94 of 
which was drafted without any apparent thought on the problem 
of effectiveness created by the practice of indicating interim meas- 
ures of protection in “orders” of the Court. 

In regard to the implication drawn above from the provision of 
Article 41, paragraph 2, of the Statute, it can be observed that 
the basic purpose of interim measures—as Article 41 clearly in- 
dicates—is to preserve the respective rights of the parties pending 
the final decision of the Court. Differently stated, the purpose is 
to preserve the status quo in order that the final decision of the 
Court be not rendered incapable of execution by some act of one 
of the parties while the case is still sub judice. It is commonly 
accepted that a final judgment (decision) of the Court is binding 
on the parties and enforceable by the Security Council,” but a 
provision that the final decision (judgment) is binding becomes 
pointless if that decision can be negated by the actions of one 
party in advance of judgment. It is to prevent such an impasse 
that the Court is given the power to indicate interim measures “‘if 
circumstances so require,” since, presumably, “circumstances” 
could never so require if the final judgment would be of no effect. 
It follows, therefore, from the binding force of final judgments, 
that interim measures intended to ensure the potency of those 
judgments are equally binding. To reach the opposite conclusion 
would be to limit seriously the effectiveness of the Court in its 
discharge of the judicial powers entrusted to it. Before the adop- 
tion of the United Nations Charter and the Statute of the ICJ, the 
effectiveness of the decisions of the PCIJ, whose Statute gave it 
the same power to indicate interim measures as the Statute of the 
ICJ, depended solely on the “full good faith” of the parties.” It 
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tion” that it request an advisory opinion from the Court on the 
question of the enforceability of an “‘order” indicating interim 
measures. Such an opinion would be welcome, for it is a point 
that has never been squarely ruled upon, and it is a question of 
importance for the future of the Court. 

§ 7. The Negotiations, Second Phase 

While the British request for interim measures was under con- 
sideration by the Court, events were occurring in Iran and else- 
where that ultimately led to the second attempt at negotiation. 
The stoppage of oil shipments during June (see p. 73) caused 
the AIOC to cut back production by approximately 45 per cent on 
July 1, and the output of the Abadan refinery was thereby re- 
duced from 15 million to 8.3 million gallons per day. It was 
estimated that there was sufficient storage space to keep the 
refinery running at this reduced rate for about twenty days. Also 
on the first of July, the police searched the house of Mr. Seddon, 
AIOC representative in Tehran, and impounded all papers and 
documents found there. The Iranian government alleged that 
these documents, some of which were distributed to the press, 
proved that AIOC had engaged in illegal activities, including the 
corruption of members of the Majlis. The following day, the 
minister of justice announced that the state prosecutor and certain 
other officials would immediately begin an examination of all the 
documents seized from Seddon.’ 

The Iranian Embassy in London issued a statement to the press 
on July 2 protesting the presence of a British warship (see p. 
73) off Iranian shores. Unconfirmed reports of the same date 
stated that-additional British naval units, including an aircraft 
carrier, three destroyers, and several troopships, were present in 
the Kuwait area of the Persian Gulf.’ The statement from the 
Iranian Embassy also announced that Iran had protested to Iraq 
“the presence of British forces in the vicinity of the frontiers of 
Iran and the presence of the British cruiser in Iraq waters off [the 






























































































































































































































































































































































































































































































































