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In the name of Allah, the most compassionate,

the most merciful

In this introduction we shall not speak of Saudi and
U.S. military collaboration, grand and unrivalled purchase
of arms; The continuous Saudi and American plots to plunder
the middle-eastern oil reservoirs; of unruly sale of oil
under the instruction of their American master in a way
suprising even to themselves; of the loss of honor and
integrity of the muslims and Arabs in exchange for American
Security shield to protect Saudi dynasty; of their special
relationship with American imperialism; of the faithlessness
unmuslimness and demagogueries of Saudi Kings and princes;
of the growth and appearence of western manifestations of
Corruption from under the ashes of hypocritical Sacredness;
of the unlimited pressure and discrimination imposed on
Non-Wahabi muslims; and of the internal factions in the
saudi family and the dependence degree of each on America,
because evéry line of documents Contained in this book ard those
of the world's daily news are good feasons for what we

want to say. Instead, we shall speak of matters that probe



the disgusting feature of A'immatol-Kufr (Infidielity
leaders), in other words, we shall take a look at this
book's documents, that illustrate the moves of the Arabian-
Peninsular rulers as the longstanding Cornerstone of
American imperialism's camp of puppeteering and as the main
foundation of regional tail-wagging and mercenary reactionism,
during the recent decade. According to the documents, Saudis
have a bloody hand inall imperialistic and capitalistic plots
of America against the muslim and the oppressed nations of
the region. In Iran, Ethiopia, Yemen, Palestine, the
republic of Sahara, Horn of Africa, and where ever there

is a battle between the oppressed muslim nations and the in-
fidle American imperialism , Saudis have taken Side with
Infidles against the oppressed.

Catastrophi emerges not only when Saudi- devils open
fire on muslims on the infidles' front, but when they turn
out to be the main provocative and encouraging elements
inviting the warring impietous to fight against the muslims.
The contents of the following documents are indicative of
our claims:

1- IRAN: Fahd, then crown-prince of Saudi Arabia, ten



days prior to the ignominous flight of the annihilated
Shah, takes the following position in support of him".
B

We support every regime that enjoys legitimacy in the

country and the regime of the Shah rests on such legitimacy.

The bloddy events in Iran serve no interest except
that of the enemy.

The present situation in Iran does not serve the inte-
rests of the iranians themselves nor indeed the interests
of Ilem of the muslims.

There is no doubt that we support his etatus and his
presence.

"His other counterpart 1is also of
the same opinion:"®

A

During course of my convereation with fohmin prince Saud

on January 1.1879, he said Saudi Arabia wae very concerned
about events in Irvan. SAG feawrs that if Shah goes, .......
thig would produce chaotiec condition which will not be good
for the area.

I aeked what could be done to help. He said that Shah



needed fogietical support.

They adopted the following position, after the fall
of the Shah and the establishment of the Islamic Republic
in Iran:*

G

"Knowing in our opinion", continued Fahd, "Ie a tool,
although he may not know it or admit it. The communiste are
pursuing their deesigns metnodically ........... these acts
of savage slaughter have no connection to Islam whose flag
i8 being artifically fluttered in Iran”.

" The Crown Prince predicted that "Shortly, Perhaps
withing a few months, Khomeini will be out and Iran will.
beoome another Ethiopia, reled by communiste placed there
by Moscow "

"The main point is that, he not
only considers the American imperialists' plots against the
oppressed, muslim nations inadequate, but overtly encourages
them to pave the way for the fall of Islamic revolution in
Iran®.

"The Crown Prince regreted that the United States did

nothing to counter the communtists threates in the region.



"Saudi Arabia had seen the communist fire approaching for
a long time and had alerted the U.S. Saudi Arabia'’e warning
and appeals however seem to have fallen on deaf ears.”
2- BAHRAIN: The Saudis role in the persian gulf is also of
the same token. On the one hand, under the pretext of
Iran's Interference (In the name of Communism) they encourage
their American masters to directly intervene and fight
against the Islamic Revolution, and on the other hand, they.
themselves, directly laurch Suppressive Campaignes against
the peoples of the region:"
¥

"Fahd fﬁrther noted that Iran was threatening Bahrain,
auwait and the other Arab countries of the Gulf. There had
however not been a word of caution to Iran from President
Carter to reassure not only weak countriee like Bahrain,
but also America's other friends in the area and around the
world.”
E

Saudi businessman in presence of police official told
consoff September 14 that SAG has sent 500 national guards-

men to Bahrain to help GOB . maintain order in face of



shi's unrest.
F

Neither we nor British Embassy have recieved any con-
firmation of SAG national guardsmen actually beeing sent to
Bahrain. During demonstrations at the end of August, rumors
were strong that up to two thousand Saudi Police had arrived
to assist in containing situation but no trace of them cver
appeared.

The problem is not wether the Saudi military dictators
have entered Bahrain, but the fact that they have decided
to create a problem out of Iran's danger to pave the way for
their own interferences:"

To bolster his advocacy of firmness in the Gulf region,
Abdallah claimed that Saudi Arabia reversed iranian aggre-
sgive designs on Bahrain by warning Tehran that any take over
attempt would be opposed by the Saudis.

At several points, Abdallah urged that the USG demons-
trate vigor in countering soviet and surrogate threats to ME
security. he advocated a combination of "Swinging the stick”

and active diplomacy.

1- saudi Arabian active involvement in conspiracies against
Islamic Republic, proves to eéveryone that she has been the
principal director of the on going war between Iran & Iraq



3. YEMEN: Saudis' plots in Yemen are so evident that
there is no need for explanation.”

The Saudi policy toward the north has long been ambiva-
lent. The Saudis want north Yemen to be strong enough to
defend itself against the gsouth but not strong enough to
threat them. The Saudis are suspicious about north yemen's
willingness to engage in unification talke with the south.

Saudi defense minister Sultan.... the central figure in
defining his government's policy toward the Yemens.... may
cooperate with disgruntled north Yemenié to oust Salih if
he coneludes that Salih is indeed going too far'in appeasaing
the south, k

4. ETHIOPIA.

#pahd said his intvest in Ethipia wae not purely academic
rather this wae based on the horn of Africa’s pro:imity to
the Arabian Peninsula and the vepercussions of the Ethiopian-
Somalian-Sudanese political scene on develophents in Saudi
Arabia and the Gulf area.

The Crown Prince related how prior to the emperor’s "

downfali, he (Fahd) had discuseed haile selasasie's problems



with then president Nizon and gecretary rogerg ..... e
unfortunately the west -and the U.S. alos did nothing, leaving
an open path for the soviets and their alliee to move in

with their cuban surrogates."

5.SOMALIA:"

"Fahd recalled how in 1978, at president Carter's
suggestion, he had persuaded siad barre to announce publicly
his acceptance of a un plebigeite for ogaden's people.
Although barre did announce his willingness to accept the
results of a un referendum, the U.S. seems to have lost
intrest in Somalia. Fahd feared that, through neglect, the
U.S. might lose Somalia by default."

6. The Republic of Sahara.

Amir Abdollah the present Saudi crown prince overtly
urges the American pagans to fight against the Sahara, in
support of king Hassan of Morroco.

K

"Abdollah (who earlier in the meeting had Listened intently

to ambassador west's review of the Moroccan military situation,

derived from Rabat 7148) asked Mr. Ball to urge upon the




rongress and elsewhere provision of Firmness in the Cul)
itegion.

7 .EGYPT:

Since Egypts' signing of campe David treaty and her
friendship with Zionism proved her hostile to Islam and the
independence of Arab nations in middle-east, she has become
the target of regional nations' hatred and disgust. Although
the tail-wagging ,western-oriented governments were covertly
in accord with Sadat and the Egyptian regime, under the
pressure of their own people they had to cut relations with
Egypt and Isolate her regime. In resisting the will of
muslim people of the region, America and Israel attempted to
decrease the amount of pressure exerted on Egypt. The following
texts bear the description of Saudi- U.S.-Egyptian Conspiracy
in promulgating American Islamic unity and -friendship with

Israel in contrast with Islam and the muslims' will:"

During May 1 meeting, Embassy political officer discussed
fes Islamic conference with MFA eastern affairs director
Ahmad Sirag. Siraj gatid that Saudi Arabia was sending a strong

delegation composed of five foreign ministry officials.




On the question of Egyptian membership, Sirad said that
Saudi Arabia was legally bound to obeerve the decieions of
the Baghdad conference. He said that if explicit question of
expulsion of Egypt ever comes to vote, Saudi Arabia cannot
be expected to break with Arab consensus.

Siraj added that he felt best way to prevent the ex-
pulslen: of Egypt wae to have the non-Arab states rosist
such a -measure
¢

On the basie of defense of the islamic conference
charter. (Comment: That chapter has no provision for expulsgion
of any muslim state....)

Siraj Said that no Arab state can be expected to raise
such an issue, but that if enough non-Arab states raise serious
objections based on defense of the islamio. eonference chapter,
Saqudi arabia could help prevent the expulsion issue from
coming to a vote on the grounds that such a vote would damage
tglamic solidarity.

8.Palestine: There is a lot to say on the Saudi rulers'
latest positions and conpiracies against the interests' of

the palestinian people, but in order to give an end to this

10



introduction, we suffice to probe the main point and the
ultimate Saudi intentions from the conspiracies planned in
secret negotiations with their American masters.

]

The Saudis regard the Arab-Israeli confliet as a direct
threat to their national security. They view Arab, and
especially palestinian, frustration with Ierael as a source
of instability im the area that has been successfully exploited
by radical leftiets and the USSR. ‘

Saudi leaders are convinced that bringing the plo into
the peace process would remove the largest palestinian or-
ganization from the radical camp of thoae Arabs who reject
gettlement with Israel. The onus for accepting difficult
compromises with Israel would thereby be shifted from the
moderate arabs to the palegtinigne themeselvés.

In the end we hope with the grace of Allah that the
publication of this collection shall notoriously disgrace
the naive politicians, and make the world-over hear the
righteous call of the oppressed people. May we observe
the destruction of the world oppressors and their followers

in the future history.

ENSHA ‘ALLAH

Moglem gstudents following

Imam Khomeini's Line.
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July 1979
SAUDI AKABIA

SAUDI ARABIA

AND

Estimated at about 2,331,000 km?* (boundaries undefined
od dispmted); 1% agricultural, 1% forested, 96% desert,
aste, or urban

Land boundaries: 4517 km

NATER

Limits of territorial waters (claimed): 12 nm {plus 6 nm
‘necessary supervision zone™)

Coastline: 2510 km

PEOPLE

Population: 8,103,000 (July 1979), average unnual growth
rate 3.1% (current)

Nationality: noun—Saudi(s); adiective—Saudi Arabian or
Saudi

Ethaic divisions: 0% Arab, 10% Afro-Asian (est)

Religion: 100% Muslim

Language: Arabic

Literacy: 15% (est)

Laber force: about 33% (one-hall forcign) of popidation;
44% commerce, services, and government; 28% agriculture,
21% comstruction, 4% industry, 3% oil and wining

GOVERNMENT

Logal name: Kingdom of Seudi Arabia

Type: monarchy

Capitak Riyadh; fomi;q ministry and 10..ign diplomatic
representatives - located in Jiddsh

Political subdivisions: 18 amirates

Legal system: largely based on Islamic law, several
secular codes have been introduced; }x-mmercnl dllw'es

handled by special i has not
ICJ jurisdiction
Nationa! holiday: 23 N

Beanches: King Khalid (Al Sa’ud, Khalid ibn ‘Abd
al-"Aziz) rules in consultation with royal family (especially
Crown Prince Fahd), and Council of Ministers

SECRET



July 1979

' SECRET

SAUDI ARAMIA

Covernment leader: King Khalid tbn "Abd al-'Aziz Al
No ud

Communists: negligible

Member of: Arab League, FAO, G-77, IAEA, IBRD,
W AL, IDA, IFC, ILO, IMF, ITU, IWC—International
Wheat Council, NAM, OAPEC, OPEC, U.N., UNESCO,
UPL, WHO, WMO

FOONOMY

GDP: 364 billion (1978 est.), $9,800 per capita; annual
atowith in real non-oil GNP approx. 15% (1973/77 aversge,
mn-0il)

Agriculture: dates, grains, livestock; not self-sufficient in

found
) ducti

Major industri 9.2 million b/d
(19TH); payments to Snudn Arabian Government, $36 billion
(W77); cement production and small steel-rolling mill and
-l uﬂnery sevenl other light indus(rles lncludh' factories

plastic L etc.;
PETROMIN, a semipublic agency amociated with the
Ministry of Petroleum, has recently completed a major
festilizer plant

Klectric power: 4,700,000 kW capacity (1978); 8.5 billion

WWh produced (1978), 1,065 kWh per capita

Eaports: $40 billion (fo.b, 1978), 98% petroleum and
potroleum products

Imports: 324 billion (c.i.f., 1978); manufsctured goods,
Sremportation equipment, construction materials, and proc-
ssed food products

Major trade partners: exports—U.S., Western Europe,
topan; imports—US., Japan, West Germany

Ald: large aid donor; military and economic aid in 1977
smounted to $4 billion

Budgel: (FY78) expenditure $32.8 billion, of which
development funding was 822 billion

Monetary conversion rate: | Saudi riyal=US$29.4 (1978)
thnked to SDR, freely convertible)

Fiscal year: follows [slamic yesr; the 1978-70 Saudi fiscal
veat covers the period 6 June 1978 through 25 May 1979

{ OMMUNICATIONS

Railroads; 575 km standard gage (1.435 m)

Highways: 30,100 km total; 16,500 km paved, 13,600 km
nproved earth

Pigelines: 2,430 km crude oil; 396 km refined products;
w km natural gas

Ports: 3 major (Jidda, Ad Damman, Ras Tanura), 6 minor

Merchant marine: 68 ships (1,000 GRT or over) totaling
1272200 CRT, 2,223,000 DWT; includes 6 passenger, 25
vergn, 27 tanker, 5 specialized cerrier, 1 beach landing
vergo, 1 bulk, 2 combination ore/cil, 1 Jiquefled gas (C)

Civil air: 87 major transport aircraft, including 9 leased in

Alrfields: 123 total, 90 usable; 32 with permanent-surface
runways; 18 with runways 2,440-3,659 m, 39 with runways
| 220-2.439 m, 4 with runways over 3,660 m

SECRET

Telecommunications: fair system exists, major expansion
program underway with microwave, coaxial cable, satellite
systems; 200,000 telephones (2.5 per 100 popl.); 6 AM, 1 FM,
11 TV stations, 1 submarine cable; 1 Atlantic and 1 Indian
Ocean satellite ation; 15 domestic satellite stations

DEFENSE FORCES

Military manpower: males 15-49, 1,882,.000; 1,043,000 fit
for military service; about 77,000 reach military ase (18)
annually

31,500 arimy, 1,400 tavy, 6,000 air force (250
pilots), 20,000 national guard (S)

Major grownd units: 3 infantry brigades, 1 mechanized
infantry brigade, 2 armored brigades, 8 battalions (1 royal
guard, 2 airborne, 2 light armored, | Special Forces, 2 field
artilery); 18 air defense artiflery batteries; 10 Hawk air
deferse missile battevies; in addition, national guurd has 46
battalion-size units (S)

Ships: 3 fast patrol boats, 1| patrol boat, 2 utility landing
craft, 4 mechanized landing craft, 4 service craft in naval
force; about 400 miscellancous patrol craft (including 8
hovercraft) in coast guard (S)

Aiversft: 288 (184 jet. 39 tusbeprop,
helicopters) (8)

Supply: produces some ammunition and rifles; otherwise
relies on Western sources, icularly U.S., West G
UK., ltaly, and France (C)

Military budget: for fiscal year ending 1 July 1979,
912,996 milhion; abowt 32% of central government budget
)

INTELLIGENCE AND SECURITY

Directorate of General Intelligence (DGI) (Al-Mudiriyyah
I-A h hil istakbbarat), d ic/foreign; Foreign Liai-
son Office (FLO), foreign covert action instrument (in
September 1977, the FLO was subsumed into the DCI, but
as of March 1978 it d to function as a sepa
entity); Di General for I (Al-Mudir-
iyyah al-Ammah il Mabehith), domestic; Directorate
General for Public Security (Al-Mudiriyyah sl-Ammah il
Amn al-Am), domestic; Directorate Ceneral for Coust and
Frontier Guard (Al-Mudiriyyah al- Ammah li-Khafr al-Sawa-
hll wa Al'Hndud), domestic; Department of Civil Defense,

of - Technical Services (Mudiriy¥at

ll-Klnd.nut sl-Ammah), domestic; National Security Coun-
cil (Al-Majlis al-Ala il Amn al-Am). domestic: National
Cuard (Al-Haras al-Watani), domestic; Foreign Liaison
Office (FLO), domestic and regional; Special Security
Forces (SSF), domestic (S/NF)

14 prop, 52
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SUJECT: PITENTIAL IKPACT OF OPEC PRICE INCREASE - SAUDI ARABIA

REFs JIDDA.3338 AND 5044

[HZ FOLLOWING MESSAGE REPRESENTS A CONSENSUS OF THE
EH3ASSY'S OIL COMMITIEE MEMBERS INCLUDING USLO RIYADH

AND CONSULATE DHAHARAN.

1. THE 14.5 PERCENT PRICE INCREASE DECIDED AT THE OPEC

WIHISTERIAL CONFERENCE IR ABU DHADI PUSSIBLY REPRESENTS

THZ OVER-RIDING DECISION OF SAUDI. ARABIA TO MAINTAIN
OPEC_ UNITY OVER'ITS SONZUNAT WEAKER WISH TD BE
AZSFONSIVE TO WESTERN, ANJ.ESPECIALLY (1§, PLEAS FOR
PRICE MODERATION. THE DESIRE TO MAINTAIN: OPEC UNITY
MAS ZXEWPLIFIZD BY THE INTENSIVE BILATERAL. CONSULTA-
TI0HS THAT PAECEDED THE CONFERENCE. THESE-BEGAN IN
EARLY FALL, WIL SAUDI OIL MINISTER YAMANI LEADING
OFF, WITH HIS FIRST VISIT TO VENEZUELA IN SEVERAL
Y:ARS,.. THIS WAS FOLLOWED 3Y A SERIES OF VISITS BY
ASUDHABI®S OIL MINISTER, -MANL AL UTAYBA, TO VIRTUALLY
ALL THEZ ‘MIDLE EAST OPIC CAPITALS. IN THE FINAL DaAYS
SEFORE TME -CONFERENCZ, THE OIL AND. FINANCE MINISTERS
Of QUATAR AND ABU DHABI, AS WELL AS KUWAITI OIL
wIHISTER ALT KHALIFA AND IRANIAN NIOC DFFICIAL,
PARVIZ MINA ALL VISITED THE XINGDOM, THESE VISite
ARE JZLETIVED TO HAVE SET THE STAGE FOR THE PRICE

CICISION TAKEW AT A3U DHABI.



2. AT THE SAtiZ TINME, 'EXTERNAL FACTORS COWIRIBUTED
PRESSURE FOR A PRICL "INCREASE ;: MOST SIGNIFICANT

WAS THE EARLY DECEMBER DROP IN IRANIAN PRODUCTION
OCCASIONED 3Y RENEWED IMNTERNAL DIFFICULTIES. THIS,
COHIINED WITH PRE=CONFZRENCE LIFTINGS BY OIL CCMPANIES
IN ANTICIPATION OF A PRICE INCREASE, AND USUALLY

HIGH FALL DEVAND IN EUROPE COMBINED TO SOAK UP
SURPLUS PRODUCTION, AT THE SAME TIME, THE RENEWED
SIoENGHT OF THE DOLLAR IN RESPONSE TO JHE U,S. SUPPORT
PROGRAM HAD CMLY LIBITED IMPACT ON SAUDI THINKING.
SAUDI OFFICIALS COMMENTZD THAT IT WAS STILL TOO

EARLY TO BASZ OIL PRICE JUDGMENTS ON THIS STRENGTHEN-
ING, AND STATED THAT SEVERAL MONTHS WOULD SE.

N~ChSSARY TO TELL IF THE PROGRAM WAS INDEED WORKING.

3. IN CONTRAST, THE WEST'S EFFORTS TO CONTAIN A

PRICE INCREASE WERE PRIMARILY INTENSIVE KIGH-LEVEL
REPRESENTATIONS 3Y THE UNITED STATES, AND RELATIVELY
MILD PUSLIC STATEMENTS BY EC ENERGY COMWISSIQNEER,
THE FRG'S BRUNNZR. THESE.WERE 03 VIOUSLY NOT

ENOUGH TO CONVINCE THE SAUDIS TO TAKE A HARDLINE
STAND AGAINWST THE CONCERTED PRESSURE OF THE OTHER
OPEC KZM3ZRS. THE END RESULT, WAS THE DECISION TO
BOOST PRICES AN AVERAGE OF 1@ PERCENT FOR. ALL OF
1979, WITH THE OVERALL IWCREASE TOTALING 14.5 PERCENT
TO 3E APPLICASLE IN THE WHOLE OF CALENDAR YEAR 1934,
IN THE ABSENCZ OF ANY FURTHER INCREASES.

THESE FIGURES CONTAIN COMETHING FOR BOTH THE MODERATES
AND THE PRICE HAWKS. 30TH CAN QUOTE THE FIGURE THAT
SERVES THEM BEST.

4+ INITIAL LOCAL REACTION HAS BEEN REPORTED IN
REFTEL. IN KIS PRESS CONFERENCE IMMEDIATELY

FOLLOWING THE CONFERENCE, ZAKI YAMAlL INDICATED THAT
SAUDI OBJECTIVES HAD BEEN A SMALLER PRICE~HIKE

0
BUT CROWN FAHD'S STATEMENT OF FOLLOWING
BI

0313 : LIMITED OFFICIAL USE
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DAY, WHILE EMPHASIZING THE 10 PERCENS AVERAGE‘
CALLED iHE PRICE HIKE “LLOGICAL AND OBJECTIVE™ AND
BLAMED THE DETERIORATION OF THE DOLLAR AND HIGH
INFLATICH IN THE WEST WHICH MADE SUCK A KIKE
KECESSARY,

3. AN IHITIAL CALCULATION INDICATES THAT THE

SAUDIS UILL RECEIVE ROUGHLY AND ADDITIONAL $3.8 BILLIOW
IN 1979 AS A RESULT OF THE PRICE HIKE IF A PRODUCTION
LEVEL OF 8.5 BILLION B/ DAY 15 MAINTAINED.

BVIOU:.Y, THIS WILL ASSIST THE SAUDIS IN MEETING

ANY FURTHER SHORT-FALL IN THE CURRENT FISCAL YEAR
BUDBET AMD PROVILS SOMETHING OF A CUSHION FOR NEXT
YEAR'S EXPENDITURES [F PRODUCTION FALLS. IT wILL

10T PRCVIDE: SUFFICIENT FUNDS TO UNDERTAKE ANY
AMBITICUS NEW PLAUS BEYGUD THOSE ALREADY PROJECTED,
BUT, WITH THE RECENT EMPHASIS ON COST CUTTING AND
TIGHTER CONWIROL OF EXPENDIIURE, TOGETHER WITH THE
MAINTSHAGCE OF A DUMISTIC INFLATION RATE OF 18 TO

12 PERCENT, WELL BELOW EARLIER LEVELS, FURTHER CUTS
IN  URRZHT PAOJECT SPENDIUG ARE UNLIKELY.

§, TO TEZ EXTENT THAT THE DOLLAR DETERIORATES AS A
RESULT OF THIS PRICE MIKE, SO WILL THE OVER 30 §
PERCENT OF SAUDX ASSETS AND RESERVES DENOMINATED IN |
GOLLARS. HOMZVER, THIS LOSS IN DOLLAR VALUES VILL ¢
AGTUALLY BE APPLICABLE OWLY WHEM THE SAUBIS NEED

T9 EXCHANGE THEI FOR OTHE® CURRENCIES TO PAY FOR
IMPORTS OR SERVICIS. OM THE OTHER MAND, TO THE
EXTENT THAT THIS PRICE INCREASE FUELS U.S. IHFLATION,
-SAUDI PURCHASES OF UaS. GOODS AMD SERVICES WILLL BE
DIRECTLY EFFECTED,

7. ¥E DD HOT £xPEDT THIS PRICE INCREASE TO HAVE ANY
MAJOR EFFECT ON SAUDI FOREIGN AID. AID wILL PROBABLY
LEE SUSTAIHED AT CUARRENT LEVELS, WITH ARAB AND ISLAMIC
POLITICAL CONSIDERATIONS COHTINUEING TO BE THE GVER-
GIDIRG FACTORS IN AID DECISIONS. THERE MAY BE SOME
£1D GIVEN Id THE FORM OF OIL GRANTS AS CLAIMED BY
QgigggMOF ZAIRE AFTER A RECENT VISIT TO THE

1e




o TN THe LONGER RANGE, THE NEW BASE FOR POSSIBLE
Z3EC PRICT INCREASES FOR 1388, WILL BE 3443 PERCENT
nIGHTER THAN THE CURREWT PRICE. THE SAUDI THIRD FIVE
JSAR PLAN 1S SCHEDULED To GEGIN IN APRILy 1563,

THIS PLAN 1S EXPECTED TO BE MORE COSTLY THAM THE
SZCOND PLAN, AND THERE 1S A GROVING SOPHISTICATED
REALIZATION AMONG SAUDT PLANNERS TO MATCM REVENUES
VITH EXPZADITURES. WKAT LNPACT THIS WILL MAVE ON
LONG=TZRM PRICING POLICY IS UNCERTIAIN, BUT WILL BECOME
HORE APPARANT AS PRECISE OUTLINES OF THE THIRD

PLAN ERZRGE.

9. ANOTHER INTERESTING, BUT AS YET UNRESOLVED,
QUESTION IS WHAT [MPAG* THIS PRICE INCREASE WILL

HAVE OH MAINTENANCE AND EXPANSION OF OIL PRODUCTIVE
CAPACITY. THE POSSIBLITY THAAT SOME OF TNIS ADDITIONAL
FAOFIT BE DIVERTED TO MAINTENANCE AND EXPANISON OF

GiL FACILITIES WILL, IN SOME MEASURE, BZ DETERMINED

BY HOw s2LES AND BUDGETING PROCEDURES 6F THE
TO=BE=RATLONALIZED ARAMCO ARE ORGANIZED.

13, OHE GF THE MOST SIGNIFICANT EFFECTS QF THE ABU
DHABY COLFERZINCE, FORM THE SAUDI POINT OF VIEW, WAS
THE RESTORATION OF OPEC UHITY WHICH WAS BaDLY

SHAKEN 3Y THE SAUDI BREAK AND THE RESULTANT TwO-
TIERED PRICE N 1977, THE WILLINGNESS OF SAUDI

ARABIA TO ACCEPY THE MAJORITY DECISION HAS REDEEMED
SAUDI ARABIA AND BAHISHED, AT LEAST TEMPORARILY
LINGERI NG DOUBTS AS TO ITS PRO~OPEC STANCE TOEAﬁDS
THE OTMETt KEMBERS. THE SAUDIS SEE THIS AS A POSITIVE
600D, Aid THIS ACCOUNTS FOR THE SPIRITED DEFENSE OF
THE PRICE INCREASE NOW APPEARING IN THE LOCAL PRESS.

11, SONZ ELEMENT OF RAAB UNITY MAY ALSO BE INVOLVED.
FERHAPS MORE CONCHRETELY, THE SAUDI ACTION HAS PLAYED
A MOJOR ROLE IN THE SIGNIFICANT IMPROVEMENT OF
RELATIONS WITH BOYTH KUWAIT AND IRAQ. HERE, THE Saupl
POSTURE CAN BE INTERPRETED AS PRO-ARAB FOLLOWING
€£032§EEESULTS OF THE BAGHDAD CONFERENCE, AS WELL AS

12, IT IS STILL TOO EARLY TO SAY HOW THE SAUDIS
EVALUATE THE IMPACT OF THE PRICE INCREASE ON

S5UDI-U.S. RELATIONS, THE INSTANT DEFENSIVE REACTION
LEADS US TO BELEIVE THAT THEY ARE PERHAPS NERVOUS OVER
FHAT THE IWPACT wILL BE, ESPECIALLY IF THEY ARE SINGLED
T FOR BALME BY THE U.S. PRESS AS THEY WERE PRAISED
AFTER THE 1977 PRICE SPLIT. GERTAINALY, THERE ARK

%0 CURKZHT INDICATIONS THAT THEY WILL RESPOND
POSITIVILY TO PRESIDENT CARTER®S REQUEST FOR:
g%CDNSIDhRATIDH OF THE STEP INCREASES LATER NEXT

9013
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T . ,
CONFIDENTIAL
' JMITED OFFICIAL USE SECTION 83 OF 03 JIDDA 0013

YEAR. IF ANYTHING, THE GENERAL TENOR OF REMARKS
IS THAT THE SAUDIS WILL STAND BY THEIR OPEC
BRETHREN FOR 1979, AMD CLOSELY WATCH THE PROGRESS
OF THE DOLLAR BEFORE COMMITTING THEMSELVES TO ANY
COURSE OF ACTION FOR 19580. :

13+ THEY HAVE AND WILL CONTINUE TO ARBUE BOTH
PUBLICLY AND PRIVATELY THAT THE PRICE INCREASE WOULD
FAVE BEEN EVEN GREATER IF NOT FOR SAUDI MODERATION,
AND WILL POINT TO THE OPEC DECISION TO CONTIMUE

USE OF THE DOLLAR 'AS A PRICING MECHANISN TO BE

THE RESULT OF THEIR DEFENZE OF U.S. INTERESTS.

WHAT OTHER STEPS THEY MAY TAKE TO ALLEVIATE U.S$.
DISAPPOINTMENT OVER THE PRICE INCREASE ARE NOT
CLEAR, BUT MAY INCLYDE STEPPED UP DOLLAR PURCHASES
FROM THE UNITED SAATES.

g4+ THE BIGGEST DANGER AR:SING FROM TRIS MOST

_ RECELT OPEC DECISION IS THAT OPEC AND SAUDI ARABIA

© «MAY FI1UD THEMSELVES LOCKED INTO A CONTINUEATION OF
THE SYSTEM OF QUARTERLY PHASED INCREASES, YAMANL
‘MUCH EARLIER PUBLICALLY ADVOCATED SUCH A SYSTEM AND
IHIS 18 PROBABLY ONE OF THE QUESTIONS BEING STUDIED
BY THE OPEC MIHISTERIAL LONGSRANGE STRATEGY
COMMITTEE. SINCE GPEC PRICING DECISIONS ARE IN THE
LAST ANALYSIS MORE POLITICAL THAN ECONOMIC , SUCH A
PROCEDURE , ONCE INSTITUTIONALIZED, AAY BE VERY.

MARD TO UNDO. AS A RESULT, ANOTHER-INFLATIONARY
FACTOR WILL BE BUILT INTO THE wORLD ECONOMIC SYSTEN.
SIGNIFICANTLY, ALTHOUGH POTENTIAL FUTURE PRICE
INBCREGSES ARE STATED TQ BE HINGED TO THE FATIE OF THE
DOLLAR, THERE IS NO ASSURANCE THA THE DOLLAR'S
gggnsmmu NG WILL LEAD TO ANY PRICE DECREASE.

BT .
8813
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RUQMYA/USLO RIYADH 2464
RUQMDH/AMONUSL DHAHRAN 1741
RUQUBI/AMEMBASSY ABU DHABI 1567
RUQUGU/AMEMBASSY ANKARA 449
RUEHCR/USINT BAGHDAD 3130
RUFHOL/AMEMBASSY BONN 610
RUQMOD/AMEMBASSY DOHA 637
RUFHFT/AMCONSUL FRANKFURT 632
RUHQHQA/CINPAC HONULULU HI
RUSBQD/AMEMBASSY  ISLAMABAD
RUSBLK/AMEMBASSY KABUL 183
RUQMKM/AMEMBASSY KHARTOUM 961
RUQMKW/AMEMBASSY KUWATT L4086
RUDTC/AMEMBASSY LONDON 4049
RUEHMO/ AMEMBASSY MOSCOW 268
RUQMMT/AMEMBASSY MUSCAT 518
RUSBAE/AMEMBASSY NEW DEIHI 438
RUFNPS/AMEMBASSY PARTS 1948
RUMJPG/USLO PEKING 11
RUFHRO/AMEMBASSY ROME 1029
RUEHKO/AMEMBASSY TOKYO 378

BT
CONFIDENTIALJIDDA 0049

E.O. 12065; GDS 1/2/85 (BOVIS, H. EUGENE) OR-P
TAGS: PEER, SA, IR
SUBJECT: SAUDI VIEW GF IRAN

(C~ ENTIRE CONTENTS)

1. DURING COURSE OF MY CONVERSATION WITH FON MIN PRINCE
SAUD ON JANUARY 1, 1979, HE SAID SAUDI ARABIA WAS VERY

19 -
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CRU 2 M

CONCERNED ABOUT EVENTS IN IRAN. SAG FEARS THAT IF SHAH
GOES, ALL THE SYMBOLS OF UNITY IN THE COUNTRY WILL DIS-
APPEAR. ARMY WILL DISINTHGRATE AND COUNTRY WILL COLLAPSE
INTO TRIBALISM. = THIS WOULD PRODUCE CHAQTTC CONDITION
WHICH WILL NOT BE GOOD FOR THE AREA.

2. T ASKED WHAT COULD EE DONE TO HELP. HE SAID THAT
SHAH NEEDED LOGISTICAL SUPPORT . HE NEEDS WAY (¥ KEEPING
FUEL SUPPLIES COMING AND MAINTAINING FOOD DISTRIBUTION.

3. HE ADDED THAT THERE WAS NO REAL ALTERNATIVE TO THE
SHAH AND THAT HE WAS TERRIBLY CONCERNED AS TO WHAT WAS
HAPPENING.

4, I ASKED HIM IF HE HAD ANY PREDICTION OF WHAT THE

FINAL OUTCOME MIGHT BE. HE REPLIED THAT THE SIT-

UATION WAS SUCH THAT HE COULD NOT PREDICT WITH ANY CON-
FIDENCE WHAT MIGHT HAPPEN.

WEST

BT i
#00U9
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INFO: LIMITED: PR ICIAL UB

ave_t e
DeM__J__ R 3029382 JAN I8

" FM AMEUTASSY JIDDA

SA. e T0 RUEAL SECSTATE WASHDC 908 ACTION
POLEn___ RUEKKO AHEWBASSY TOKYO 329 COP
ECON_____ THF0 RUAMBT/ ANTURASSY ABU DHABYI 1395 Y
PM/ RUSDI/ AMCTISIL DHAJRAN 718 ~

S——— RUIRIW/ AMENEASSY KUWAIT 3742 ‘5\: i
USIS_Z___ RUCHMR/ AMEMBASSY TEMTAN 2411 ?
Cons_ __ BT
[ -
ADM LIMITED OFFICIAL USE JIDDA 2726
6S0_________
uE F. 0 116521 WA

- TA03 EiRG, EINV, SA, JA
PER .. SUBj: SAUWDI OIL SALES AND INDUSTRIALIZATION
BSO
mss.____ REF: JIDDz 727 (HOTAD
TS0__——. 1, DURING RECENT VISIT BY JAPANESE FOREIGN MINISTER SUNODA,
SCRO____ SAUDI OTL BINISTER YAMANI TOOK PAINS TO ENPHASIZE ==
CRO ACCCRDI NG TO JAPANESE EMBASSY SOURCES MERE == THAT m
ceo 7 GOULD HOT EC EXPECTED TO PRODUCE OIL IN HID-198¢° 5

- RATT OF 16~18 UILLION /D INDICATED BY CIA OR OTWER s:ruan:s.
M Ya¥al NOTED OPPOSITION IN SAG TO ANY PRODUCYION INCREASE

oA BEYO!D) PRESENT 8,5 MILLION B/D CEILING. HE ONCE ABALR
T STRESSID. 5AG DESIRE FOR TECHNOLOGY TRANSFER AS COND TI3Y

MAAG .. FoR EPANSION OF SAUDI OIL PRODUCTION

acrl

DEA 2, YAUANI TOLD JAPANESE THAT OIL FRODUCED BY Saunl

o T ARABIA, YW EXCZCS OF ENTITLEMENTS TO ARAMCO MRENT
S BSOAPANIES UNDER TAKEOVER AGREEMENI (NOTE: AROUT

TCTR_ 7 HILLICN &N, VOUD BE SOLD IN FUTURE 3Y. SAG FUTITY

UIDTR NEV GOVER NAENT TO GOVERNMENT SALES CORTRACT
——~— WHICH WOWD TIE INDUSTRIAL=TECHNGLOGICAL CONIITHENT3
Tu ON PART OF BUYSR TO OIL SALES, CURRENT JAPARESE OIL
cRUJ. PIRCHASE CONTRACIS ALL ‘EXPIRE.AT END OF 197E,

3, SAG CONTINULHG TO PRESS JAPANESE FOR CONMITMERT
SHIR_L ___ on PETROCHIMICAL PROJECT AT JUBAYL, ACCORDING TO
TABA_____ JAPANSSE EMBASSY, PROJECT 1S NOW UNDER - THTERNAL
SFA STUDY" BY MITSUSISHI GROUP AND MITI, WHICH IS
———— EXPECTED TO LAST UNTIL JUNE. IF JAPANESE CAN AGREE
,Q’L\ LUTERRALLY (WHICH VE UDERSTAND INVOLVES INSISTENCE
BY MITSUBISHI THAT OTHER JAPANESE PETRACHIMICAL
MANUFACTIRERS EE OZLIGED TO TAXE SOME OF PLanT
PROUUCD , PROJECT WILL HOVE 70 STAGE OF JOIMTLY
SAUDI~ JAPANESE FINANGED DETAILED FEASIBILITY STUDIES.

wEST
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ACTIOY: _INCOMING TELECRAM conmovo. -
(T,:“- "‘J- Ty
INFO: ¥ R 1407152 FEB 78 o ot AL

‘ FM AMCOUSIL DNal@aN
AMG . T0 RUEN/ SECETATE VASHMDC PRIORITY 6818

DCM_._ INFO RUGMRA AMEHBASSY JIDDA 8149
SA - gumg;xuao P.IYADMZ}‘52
POL__ 2 UAMHL, AMEMBASSY TEHRAN 1263 S
b RUGKU/ aMEMBASSY KINAIT 128 Gl ION COPY
b00F1_7__. ré;so:-mv AMEMBASSY ABU DHABI 393 A .
m__ .
usls_ £ CONFIDENTI AL DHAHRAN 2211
CONS ... gg. 1:_652: gos
OR__¢ 43S EMNRG, SA °
ADM. . SUBJECT: ARAMCO CRIDE OIL PRODUCTION
G50 1. CURRENT PRODUCTION: ARAMCO CHAIRMAN JOHN KELPERFR
13 i (PLEASE PROTEBD RECEINTLY TOD CONSUL GENERAL THAT n...
PER COMPANY & PRODUCTION AVERAGED 7.5 MILLION 2PD DUR!
i JAMUARY 1978, THE REDUCED PRODUCT 10N RATE REFLECT?:D
RS0 SLACK DEMAlD FOLLOJING PSRIOD OF INCREASED XDEMAND
MSG, ——  INLATE 1977 AS BUYERS FILLED STORAGE FACILITIES IM
150 ANFICIPATION OF AN OPEC PRICE RISZ. ACCORDING

—————  TO KELBERER DE{AN) Ha$ SHARPLY INCREASED IN FEPRUARY,
SCRO_.____  PRCBAELY BEZCANSE OF BAD WINTER IN US AND ELSSVHERE.
CRO____ _ AW FIRST EIGHT DAYS OF THE MONTH VERE AT THE
cco.__ RATE OF 19 MILLION BFD.
M_______ 2, FUTURE PRODUCTION CAPASITY: ¥ELEERER DESCRIZED JAMUA®
DAO______ ARTICLE BY STEVEN RATTNER IN INTERNAT JONAL
MAAG. HERALD TRIBUNE AS SENERALLY ACCURATE, RATTMIR'S

—  STORY REPCRTED A STATEMENT BY ENERGY SECRETARY
AGR_* ..  SCHLESINGER THAT SAUDI ARABIA IS ® SCHEDULED"
DFA _ 10 INCREASE PRODUCTIVE CAPACITY MCDESTLY BETVEEN now
RS AND THE EARLY [58@° S AN THAT THE SalPIS SHOULD BE
Toe————  ABLE TO PRODUCE ABOUT 12 MILL 10N BARRELS A DAY BY
TCYR_________ ABOUT 1953 (R 1984, COiPATED TO ABOUT 10 HILLICN
FAA EPD NOW, THE ARAMCO CHAIRMAN NOTED THAT THOSE ,
FIGURES ARE ABOUT RIGHT IF THER REFERE (AS SECRITARY

TV . SCH.ESINGER IVEMDED) TO “HAXIMUM SUSTAINABLE
CRU__J PRCDUCTIVE CAPACITY (THE FORMER GEMERALLY ABGUT 13

PERCENT LCWER THAN THE LATTER). OOUR NOTES INDJCATE A
SHIR__[ SUALL DIFFERENCE, HOWEVFR, IN THAT XZIBERE USED
THE FIGURES 12.5 AND 10,5 MILLION BFC RATHER THAd
TABR_______. 12 ARD 18 WILLION BPD AS THE 1983 OR 1984 AMD CIMRENT
ISFA_ EAXIMUM SUSTAIRAFLE CAPACITY RESPELCTIVELY WNEN HU
T DISCUSSXED THIS SUBJECT WITH SECRETARY SCHLESINGER
ON JANUARY 124

i, k&\f M ‘ITLﬁ“ ¥
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3, KELBERER COMMENTED THAT A GROVING NUMBER OF YOUNG
TECHNOCRATS IN THE SAUDI GOVERNMENT FAVOR COLSERVATION
OF THEIR SOLE NaTURAL RESOURCE BY LIMITING FRODUCTION

TO THE AMOUNT NECESSARY TO COVER SAG FINANCIAL
REQUIREMENTS INCLUDING THE FIVE YEAR PLAN, 1%,
APPROXIMATEYTY 5 MILTION BPD. MOST POLICY-

MAKING AMD TECKNICAL OFFICIALS IN THE PETROLEUM MINISTRY,
ACCORDING TO KELBERER, THINK THAT 12 MILLION BPD IS
ABOUT THE BEST LONG-TERM PRODUCTION LEVEL OFR |

SAWDI ARABIA, CONSIDERING DEPLET ION RATES AlD GGOD

FIELD CARE, THEY REALIZE, NOJEVER, THAT SAIDI
RESPONSISLITIES TO THE FREE WORLD AND POLITICIAL REQUIRENENTS
MAY FORCE THAT RATE UPJARD,

4, COMMENT: THE YOUNG SAUDI TECHNOCRATS, WHO CON-
SISTENTLY CITC THE FIVE MILLION B/D PRODUCT ION FIGLRE

AT CURENT -OIL PRICES NEEDED TO COVER DEVEL OPMERT

PLANS, AY BE USING AN ARGUMENT AGAINST INCREASED OIL
PRODUCTION WHICH IS RAPIDLY LOSING ITS VALIDITY. AS
POINFED OUT IN JIDDA 8976, INFLATION AND THE DROP IN
THE DOLLAR EXCHANGE RATE ARE CAUSING CONCERN TO SAWDI
ECONCYIC PLANNERS, WHO ARE NOW TALKING OF

POSSISILITY OF DEFICIT BUDGETS IN THE "EARLY TO MID-
1983' &* THUS, THIRE MAY BE RECOGNITION IN OTHER PARTS
CF THE SAG THAT FIVE MILLIOR B/D AT CURRENT PRICES MAY
NOT PAY FOR ALL THE PROJECTS INCLUDED IN THE

FIVE YZAR FLAN THIS IS NOT TO SAY THAT SAG OIL REVEMUES
AT CIRRENT PRODUCT ION LEVELS CANNOT COVER SAG EXPENDITIRES
R THATIEHE SAG HAS NOT THE WHEREWITHAL TO COVER

IST PLANNED DEVELOPMENT PROGRAMS, (SAC STILL" KAS

LARGE AN STILL GROWING RESERVE POSITION) -
HOVEVER, COSTS OF DEVELOFMYENTAL PROJECTS CONTINUE TO
MOUNT AS OIL REVENUES REMAIN FAIRLY STATIC UNDER

THE PRICE FREEZE, AND FIVE MILLIONB/D PRODUCT 10N MIGHT
NOT PRODUCE SUFFICIENT REVENUE TO CARRY OUT SAG' S
ANBTIOUS DEVELOPHENT PLANS.

BUSHNELL
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Summa: The Saudi oil production ceilin§ of 8.5
mﬂ.—% barrels per day (mmbd) is unlikely to be
tested Iin 1978, a year of expected low demand.
The SAG in .fact seems pregared to reduce its pro-
duction still farther to help support the current
OPEC price structure, if necessary.

In spite of a projected soft demand for oil in th
next two years, the Saudi Arabian Government (SAG
has authorized Aramco to increase productive capa
into the 1980's, although at rates less than the
company would like. Due largely to the SAG's
insistence that it remain on a self-financing
regime (financing capital expenditures on oil
production programs entirely out of its retained
earnin%s) Aramco has had to reduce its productio
goals for the mid-1980's to a sustained rate of n
more than 12.5 mmbd. Much of the expenditure wil
be for programs de-ifnad to maintain current pro-
duction levels in oil fields experiencing pressur
maintenance, salinity, corrosion, and other probl
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Saudi sentiment for resource conservation is growing,
and is likely to create increasing problems for expan-
sion programs as the one hundred percent takeover of
Aramco moves forward. Saudi oil policy can, however,
be set by Crown Prince Fahd in opposition to those
trends if political considerations, such as movement
toward a Middle East settlement, warrant it.

Although possibilities exist that the USG could stimulate
somewhat gigher rates of Saudi oil production in the
wid-1980's, the diminished likelihood of lar§e production
increases from Saudi Arabia points to an earlier arrival
of the "oil crunch'" unless strong U.S. energy measures
are enacted.

I. Current Production and Prices Saudi oil production

in 1 W e ted by a self-imposed ceiling of

8.5 mmbd. This figure was reimposed by 0il Minister

Yamani following 1977's unsuccessful attempt to beat

down the OPEC level of prices through increased produc-
tion, and generall{ corresponds with what oil market
analysts expect will be the normal level of demand for
Saudi oil in a soft market. Depending on the rate of -
economic recovery in the industrialized countries, the
limitation, if maintained, may begin to constrain potential
sales some time in 1979. Yamani has warned that renewed
growth of oil consumption in 1979-80 could produce a

major new price jump, and of course the production limita-
tion, if held firmly when demand does begin to rise, would
accelerate such a tendency. It should be noted, however,
that the ceiling is based on an average rate for the

year and, moreover, may apply to crude exports rather

than production.

0il production for 1977 averagea slightly over 9.2 mmbd,

as liftings increased toward year end. Aramco's pro-

duction in December was a surprising 9.5 mmbd, reflecting
perhaps some precautionary buying before the OPEC conference,
as well as the effect of cold weather in the U.S. Current
sustained productive capacity for Aramco is 10.5 mmbd,
according to company sources. Although the technical

SECRET

25



SECRET Jidda 4-6

Page 3 of 9
limitations on production of certain fields osed by
the Saudis in late surmer, appear to be nomlnalgy in

effect, they are without major effect during this period
of low demand We note that the Ghawar fileld, which is
subject to such technical limitations, was producing at
5.2 mmbd in November, the last month for which we have
statistics.

Saudi oil prices, particularly for the heavy crudes,
continue to be relatively attractive. (Even after the
recent cut in price by Kuwait, its crude remains approxi-
mately 25¢ per barrel more expensive than the equivalent
Saudi o0il.) We have noticed no major change in the ratio .
of Saudi sales of heavy crude to light crude, however;

it continues to run at about 4 to 1 in favor of the light
crudis (which are from the fields under technical limita-
tion).

The Saudis, however, do not intend to push crude sales;
their policy in fact is probably the reverse. Yamani
was quoted after the OPEC oil conference to the effect
that Saudi Arabia would be ready, in the current soft
0il market, to reduce its production if necessary to
keep current prices firm, and there are indications

that Saudi assurances on this score were useful in
securing Iranian- support for the price freeze at Caracas.
The SAG, in this respect, seems to have moved closer to
a formal acknowledgement of its role as swing producer
and price stabilizer in OPEC, and to accepting some kind |
of unilateral prorationing responsibility.

i1 Tiuwacl Thz £inonadal eirvarinn of Aramco. which
produces 7% of Saudi oil, has become a question of major
importance in establishlng the country's oil production
capacities. The company has traditionally funded its
capital programs out of its cash flow, which has been
adequate even for the major capacity expansions (approxi-
mately 1 mmbd per year) of the last few years. However,
escalating project costs, unexpectedly high costs for
maintenance of current production levels, plus the
front-end capital reguirements associated with building
the gas gathering and Eastern Province Electrification
schemes for the Saudi government, began to reach and

SECRET
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exceed cash flow availabilities in 1977 and created a
serious financial crisis at the end of the year. As a
result, the company for the ‘first time had to apply to

the SAG for a budgetary allocation to allow it to continue
{ts programs.

The SAG response to Aramco's problem has been to put
the company on a ''self-financing'' regime with respect
to its oil production activities., The government has on
one hand agreed to advance money to fund the gas and
slectrification projects; we understand that the SAG’
has already advanced SR 100 million for the electrification
and $300 million for the gas project. This will relieve
from Aramco's cash flow the substantial burden of payment
against reimbursement lags of sometimes many months --
psrticularly as the capital requirements of the gas
thering program will peak over the next years. Aramco
as, we understand, told the SAG that it will have to .
tailor its work on those two projects to the amount of
money advanced by the SAG,

On the other hand, Aramco has been told that its oil
{toduction programs must be financed entirely from
nternally generated funds, and that it can expect no
help from the state budget. With retained profits about
30¢ per barrel, that means that the company will have
only $1.5 billion to spend each year (at current rates
of production) for all its capital costs associated with
oil production, expansion, and related infrastructure.
Current production upgrading and expansion plans (see
delow) call for an expenditure of about $8.5 billion,
indicating a completion date of about 1984. The major
element of this program will be the requirement to

grade substantially the current injection and produc-
:?on facilities 8o as to maintain present rates of
production from existing fields. Added to that require-
sent will be the cost of developing new fields, increased
supporting infrastructure including increasing employee
costs, and new security precautions. (Fire disaster
“eingle risking" precautions taken at Abgaiq alone since
last May's fire have cost more than $300 million.)

I11. Expansion Programs Clearly, a major constraint
on Aramco's expansion programs is the financial situation

SECRET
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described above. The company has had to tailor back its
earlier plans for an installed facilities capacity of

16 mmbd in the mid-1980's to a more modest 13.5 mmbd

-- indicating a probable sustained production rate of
about 12-12.5 wmbd in 1984, About 11.5 mmbd of this
capacity is expected to come from the existing major
fields (approximately the same as present capacity),

but only at the considerable expense of installing new i
(and, in some cases, replacing old) water injection, !
production, desalting, and pipeline facilities, as

well as reworking the numerous wells now shut in. ;
These major expenditures will be required to correct 1
the deterioration of equipment and oilfield pressures {
being experienced at major fields such as Ghawar, Berri, ;
and Abgaiq. The remaining 2 mmbd would come from expan- i
sion of production at existing, underproduced fields

‘and tying in new ones not producing at present.

A further constraint on expansion of Aramco's productive
capacity is the question of Saudi government policy.

The internal debate within the SAG on the relative
advantages of high versus low rates of oil production |
and financial accumulation has not been resolved, and 1
is unlikely to be in the near run. Its existence, ;
however, limits the company's options severely, and
undoubtedly was instrumental in shaping the decision

to put Aramco on its limited "self-financing" regimen.
The company presently operates with Saudi members of

its board from the Petroleum Ministry who, although they
often dispute items with the parent company representatives
nave oeen vasicaliy vpei o Lucreased production plans.
But following the takeover of Aramco, production-related
expenditures and expansion plans are 1gke1y to be given
a harder vetting, and perhaps a lower priority, by a
board which may well include more Saudi officials opposed
to expansion of oill production. :

One element of existing Saudi policy which may constrain
expansion plans is the SAG desire to decrease sales of
light crudes relative to the heavier ones. Expansion of
productive capacity for the heavier crudes could be every
bit as expensive as for the lights, with less return

to show for financing further increases.

SECRET
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A final problem which will hold back availability of

Saudi crude for export is thie rapid growth of internal
fetroleum product consumption, Saudi Arabia 1is a net
mporter of white products already, and is continuing

to expand its transportation and light industrial sectors
markedly with lictle consideration to cost factors
(internal petroleum product prices are virtually
subgidized). By the mid-1980's, the Saudis will probabl
be consuming over .75 mmbd of their own production locaI{y.

v. Ef&lotation and Reserves Aramco once again discovered
more O n than it produced, keeping to its tradi-
tional record of adding each year to its reserves. No

wew rieau WiSCuvVeries, nowever, were made during tne year,
and all new reserves were developed as outward delimita-
tions of existing fields. Aramco sources estimate that

the discovery rate will plateau within the next five

years, and that about 30 billion barrels of reserves

are all that can be added to today's 177 billion (proven
and probable). The Saudi government, according to Yamani's
recent comments, appears to believe that its reserves

will give it somewhat less than thirty years' production

at a sustained rate of less than 12 mmbd before beginning

s rapid decline.

The Ministry of Petroleum is sponsoring seismic and
geophysical exploration in areas outside the Aramco
retained areas, but so far has not moved to issue
exploration licenses cor concessions. Considerable
interest in some of those areas has been shown in past

by oil companies, and it is possible that some signifi-
cant discoveries and additional reserves could be proved
{f the areas were opened up. The low present priority
glven to such activity by the SAG, however, indicates

that the likelihood of any important ?roduction increments
coming from new areas by the mid-1980's is low.

V. Saudi Policy Aramco officials consistently claim
that” the main constraint facing them in increasing oil
productive capacity is political. While this undoubtedly
winimizes the extent of the technical, physical, and
financial problems involved in creating increased pro-
duction capacity, the fact remains that Saudi pqlicy
considerations have become a pervasive and determining
element of the company's planning process.

SECRET
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Company officials are concerned that it may take very
persuasive arguments to raise the present 8.5 mmbd
ceiling. Our own feeling is that Saudi flexibility
will depend to a large degree on external political
factors such as movement toward Middle East peace.
Given a promising or favorable political climate, we
believe the SAG would not be able to hold to a ceiling :
which would have the effect of driving prices up sharply
if held with persistence. On the other hand, if the 4
Saudis are disappointed by political developments, there
will be considerable internal political pressure to &
limit production as a means of i{nfluencing the behavior
of the major oil importing countries. '

!

There 1s, of course, no clear SAG policy on many of

the igsues determining future production rates. The
debate between those who would restrict future production
increases and those who would allow no or only minimal ;
increases (no Saudis speak for unfettered increases) is,
moreover, unlikely to be solved in the near future. In
the past, Aramco was able to take advantage of any lack ¥
of SAG policy to move forward on its own. Today, with
the 100; takeover all but complete as far as the companied
are concerned, they can no longer assume such freedom; E
absence of clear policy freezes their optioms. The
decision to put the company on a self-financing regime
is a clear example of the compromise situations which
the company will have to live with increasingly:  while °
not formally rejecting the company's propeszfs to build 4
greater production capacity, the government simply denied’
iv lie vapaviilly cof golag beyond a certain level in the
foreseeable future. ;

The government's role is pervasive, the technical com-
petence of its people increasing, and their readiness :
to stake out positions based on conservative resource- 4
management principles alsoc increasing. Setting budget
priorities, monitoring oilfield pressures, determining
the permitted use of other resources such as aquifer 5
water, setting oilfield production rates, and otherwise,
Saudi officials at the technical level can geriously
affect the company's ability to reach its production
goals even without higher policy decisions.
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The hundred percent. takeover of Aramco may be completed
in 1978, but not necessarily so. Questions of royal
family leadership and succession have complicated an
already complex fabric of bureaucratic rivalries and
policy conflicts so as to make prediction of a takeover
date virtually impossible. In the meantime, Aramco has
continued to operate under an interim regime which is
financially similar to the arrangements negotiated in
the draft takeover agreement, and subject to effective
SAG control, but control exerciged through a board of
directors whose Saudi members are not hostile to the
company's production goals. The post-takeover regime,
company méanagement fears, is almost certain to be less
agreeable and much more likely to impose new conserva-
tionist priorities on the company’s already limited
expenditure programs. ‘The fortm or powers of the post-
takeover corgorate entities have not yet been decided,
and one of the key issues in this respect is whether
the company will be subsidiary to & sponsoring Ministry
of 0il, or a general govermment corporation dependent .
on the Council of Ministers or some other authority.
Indications point to a structure consisting of a Saudi
holding company and two dependent operating companies,
one for production and one for oil sales, but no firm
decisions have been taken. Consensus, the preferred
Saudi method for decisionmaking, may be impossible to
reach on the various takeover arrangements.

Saudi policy on oil questions over the past year has
not, however, always been marked by consensus. The-
decisions before the Doha and Caracas OPEC conferences
to push for oil price freezes were reportedly taken
largely on the authority of Crown Prince Fahd against
the advice of the majority (or even all) of the members
of the High Petroleum Council. Prince Fahd's decisions
in thie respect were taken to a large degree for political
reasons in the broader context of the Middle East peace
effort, and to enhance U.S, recognition of the special
U.S.-Saudi relationship. Such politicization of Saudi
0il policy, while beneficial to us at present is. not
without its dangers.

SECRET
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Implications for the U.S. If Saudi Arabia can produce
at a sustalned rate of 12 or 12.5 million b/d only by
1984 or even 1985 (even assuming all "techmical limita-
tion" problems cited above are resolved), the energy
crunch for the U.S. could arrive sooner than has been
forecast in recent studies. A common supposition in
the studies has been that Saudi Arabia would reach

13 million b/d in 1982 or 1983, and would eventually

go to 16 million b/d in the mid-1980's. The forecasters
may be required to revise their equations for the world
energy supply model of the early 1980°'s.

Should the energy crunch for the U.S. (and the rest of
the industrial world) occur sooner than present studies
indicate, the programs of conservation and of search for
alternate energy sources would have to be accelerated in
the U.S ‘

There may, however, be some possibility for. the U.S. to
urge the SAG toward an upward revision of the above
production figures. While the o0il fields currently
groducing the lighter, more attractive crudes may indeed
e limited in their cdpacity to produce large new incre-
ments of supply, other fields with substantial reserves
(most of them heavy oil but one or two with light oil)
will not be produced by the mid-1980's due almost
exclusively to the SAG's limitations on capital expendi-
ture programs. With the proper incentives -- economic
and political -~ the SAG might be encouraged to produce
those fields, thereby addinf up to 2 mmbd of additional
sustained production capability. Prince Fahd and other
other senior SAG officials have indicated that -they would
try to ta helnful 4f the industrialized countries truly
needed additional Saudi oil to avoid economic crisis.

Initiatives to this effect from the USG would, of course,
increase the political content of an already heavily
political oil supply relationship.

b XL
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DAQ____ SBJ; APRIL 3 OPEC MEETING - UNIT OF ACCOUNT FOR PRICING OIL

MAAG_____

AGR lo DEPUTY nsNISTER OF PETROLEU}N AND MINERALS, ABDUL AZIZ
TURKI, TOLD CHARGE ON MARCH 26 THAT SAG WOULD ATTCID THED

DEA_____ APRIL 3 OPEC MEETING IN GENEVA AT MINISTERIAL LEVEL. HEET-

IRS, ING VILL NOT HAVE A PREDETERMINED AGENDA,-BUT QUESTION OF
TCTR DENOMINATING OIL PRICES IN A NEW UNIT OF ACCOUNT BASED ON A
CEOé——_- BASKET OF CURRENCIES WILL PROBABLY BE DISCUSSED.

CEOR 2. CHARGE ASKED TURKI ¥HAT THE SAG POSITION WILL BE IF THIS
y " ISSUE IS RAISED, AND TURK] REPLIED THAT SAG WOULD HAVE TO
CRU_Z ___ 1aKZ AN OBJECTIVE JUDGMENT ON WHERE ITS INTERESTS LIE CON-
/ SIDERING BOTH SMORT AND LONG TERM FACTORS. HE SAID THAT
SHIR SAG HAD NOT AS YET REACHED ANY FINAL CONCLUSIONS.

TABR . CHARGE ASKED IF A FINAL DECISION FOR OPEC VOULD BE

ISFA__ PEACHEPD AT THE APRIL MEETING, AND TURK! REPLIED THWAT ISSUE
WOULD PROEAELY BX DISCUSSTZ AND THEM TURNED OVER TO OPRC'S
ECONOMIC STAFF FOR FURTHER STUDY. STAFF WILL PROB4SLY 2E
ASKED TO SUBMIT ITS RECOMMEMDATIONS TO THE JUNE OPEC NEETING.
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A, COMHENT: WHILE SAUDIS HAVE BESN GUITE FIRM IM MAINTAINING
THAT THLY WILL COMTINUE TO AS¥X FOR PAYYTNT FOR THEIT OIL IM
DOLLARS , THEY HAVE BEEN RATHER ANM3IGUOUS ON. THE POSSIBRILITY
OF CHARSINNG THE UNIT OF ACCOUNT TO SOHME OTHZR COMBINATION
OF CURRENCIES. WE EELIEVE THAT SAUDIS ARE ACUTELY CONSCIOUS
OF TKEZI® OWN VAST DOLLAR DENOMINATED HOLDINGS ARD WILL KOT
TAKE AlY STEPS THAT MIGHT FURTHER AFFECT THE

DOLLAR'S TXCHAMGE RATE WITHOUT CAREFUL COHSIDERATION OF ALL
RAMIFICATIONS OF SUCH AN- ACTIGN.

5. RECOIIMENDATION: IF DEPT OR INTELLIGENCE -COMMUNITY HAS
AN ANALYSIS OF THE CONSEQUENCES OF SUCH A MOVE O THZ
VESTERN ECONIES AND ON THE VALUE OF THE DOLLAR, WE MICGHT
CONSIDER PASSING IT TO THE SAUDIS BEFORE THE APRIL '3 OPEC
HEETING . : i

VILEY
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TASS: FNRG, SA

SUBJECT : COMMENTS BY SAUDI OFFICIALS ON SAG OIL POLICIES

1. IN COURSE OF MEETINGS WITH NATIONAL WAR COLLEGE GROUP,
MINISTER OF PETROLEUM ZAXKI YAMANI AND MINISTER OF PLAHNING

_ HISHAM NAZER MADE SEVERAL STATEMENTS WHICH HELP ILLUMINATEZ

Sa6 OIL PQLICIES.

2. VHEN ASKED WHETHER SAUDI ARABIA WOULD EXPAND
PRODUCTION TO 1.6 MILLION B/D BY 1985, YAMANI SAID ME
HAD SEEN REPORTS THAT THIS COULD BE AMOUNT OF PRODUC-
TION NEEDED FROM SAUDI ARABIA, BUT HE THOUGHT THAT
THESE REPORTS EXAGERATED REQUIREMENTS/ ME THEN

ADDED THAT "EVEN IF YOU NEED THAT MUCH, YCU WILL NOT
GET IT"., COMMEMT: THIS IS THE BLUNTEST STATEWFMT

WE HAVE HEARD FROM SAG THAT FUTURE SAUDI PRODUCTION
INCREASES WILL BE LIMITED. END COMMENT.

3. ASKED HOW DECISIONS ARE MADE WITHIN SAG ON
PRODUCTION, YAMANI SAID THESE DECISIONS ARE MADE
BY PETROLEUM COUNCIL ON BASIS OF EXPECTED WORLD
DEMAND, RATE OF DEPLETION AND LIFE SPAN OF SAUDI
RESQURCES, AND NEEDS OF FUTURE GENERATIONS IN
SAUDI ARABIA.

4. IN DISCUSSING DOLLAR, YAMANI MADE USUAL SaAG
DISTINCTION BETVEEN OIL PRICING AND OIL PAYMENT.

HE SAID THAT AS FAR AS PAYMENT WAS CONCERNED, THERE
WAS NO OTHER CURRENCY THAT CAN BE USED.

IN FACT, NO OTHER COUNTRY WOULD AGREE TO HAVING ITS
QIRRENCY USED FOR THIS PURPQSE, IF MARK OR YEM

WERE USED, THEN VALUE OF THAT CURRENCY %OULD BE
IMMEDIATELY DOUBLED.SPRICING IS ANOTHER MATTER.

IF CURRENCY BASKET 1S USED FOR THAT PURPO°E DOLLAR

GO BENT
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FRICE WOULD DEPEND ON VALUE OF DOLLAR IN BASKET. i
HE REVIEVED EARLIER INDEXATION EFFORTS (SENEVA I AHND g
11>, BUT AVOIDED GIVING ANY INDICATION OF SAG'S :
QJRRENT POSITION OR POSITION OF ITS OPEC PARTNERS.

5. PLANNING MINISTER NAZER TOLD GROUP, IN RESPONSE
AREA, THAT SAG BELIEVES THAT INTERNATIONAL COMPANIES
SHOULD BUILD ALL THEIR FUTURE PETROCHEMICAL PLAWTS
IN PRODUCING AREAS, PARTICULARLY IN THE GULF. HE
SAID SM3 BELIEVES MARKET WILL SUPPORT MEW PLANTS

BY 1983, AND THAT THERE WILL BE SHORTAGE OF PETRO~
CHEHICAL CAPACITY AFTER 1986, VEST

BT
2922
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MSG__TAGS: EAID, PDIP, PDEV, BEXP, DJ, SA
1S0__SUBJs SUBSTANTIAL SAUDI ASSISTANCE PROGRAM FOR DJIBOUTI

:;20‘1. AFTER MANY MONTHS OF GESTATION; A SAUDI ASSISTANCE PROGRAM TOTALI
—RLY W SADOLS 60 ' S
TCU__MILLION WASK CONCLUDED WITH THEGOVERNMENT OF DJIBOUTI THIS PAST
Mp__ WEEK AND ANNOUNCED PUBLICLY ON 2 MAY, THE PROJECTS COVER MANY
pag_ CRITICAL AREAS, INCLUDING TELECOMMUNICATIONS, EDUCATION, IMPROVEMEN!
IN PORT AND AIRPORT SERVICES, ROADS, RELIGION, HOUSING, HEALTH AND
MAAG. SOCIAL SERVICES
AGK ., FOLLOVING IS A DESCRIPTION OF THE PROJECTS, THE DOLLAR
DEA__T0TALS HAVE NOT BEEN ANNOUNCED PUBLICLY. THEY WERE OBTAINED
IRS_FROM A REPUTABLE DJIBOUTI GOVERNMENT SOURCE:
Tcril= ELECTRIC TURBINE FOR THE DJIBOUTI ELECTRIC COMPANY,
“THIS MACHIBC WILL PROOABLY BE PURCHASED FROY FRENCH FIRM THAT
CEOC.syPPLIED EXISTING EQUIPMENT, VALUE: 4,000,882
CEOR= ADD ITIONAL AIRPORT PARKING APRON, AT PRESENT TIME, ONLY ONE
chy J BOEING 747 CAN BE PARKED IN AREA OF AIRPORT TERMINAL. THIS WILL ADD
ONE ADDITIONAL TAXING AND PARKING AREA FOR LARGE AIRCRAFT, VALPE
poLS 1,967,528 ‘
sirl - CITY FREEZING PLANT. TO ASSIST IN VUVELOPMENT OF LOCAL LIVESTOCK
TABR_ COMMERCIALIZATION. AT PRESENT TIME, MOST MEAT CONSUMED IN DJIBOUTI
isea CITY II S IMPORTED. KVVBRJE. DOLS. 1,708,880
—= SATELL ITE EARTK STATION, THIS PROJECT VAS DESCRIBED IN EMBTEL
Faa_354¢ VALUE OF PROJECT DOLS 2,589,008
—- LOW COST HOUSING FOR CIVIL SERVANTS, FIRST TRANCHE COSTS
——.DOLS, 5,080,080
-~ NICRWOVAVE SYSTEM TO SUPPORT EARTH STATION, ALSO DESCRIBED
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IN EWVTEL 354, COST DOL% 0,000 . :
= _FEASIBILITY STIDY FOR TADJOURAH-DJIBOUTI ROAD. DOLS 508,800
« AGRICULTIRE, ' PROJECTS PLANNED FOR DJIBOUTI AREA (AMBOULD !
AND GRAND BARA, MONEY ALLOCATED DOLS 5,608,008 A
FEASIBILITY AND DESIGN STIDY FOR WATER BOTTLING PLANT AT TADJOURAH. A
€OST s DOLS 520,008 .
< HOSPITAL CONSTRUCTION, TO BUILD TVO NEW VINGS AT THE PELTIER HOS-ND

N DJIBOUTI WD FOR DESIGN STIDY FOR WOSPITAL AT 0BOCK. COST
DOLS, 6,490,008

- ORPHANAGE FOR DJIBOUTY, COST DOLS. /388,008
- ARAB LANGUAGE PR INTSNOP, COST DOLS, 1,880,988

~ EQUIPNENT FOR GOVERNMENT OFFICES ( m:mmns, COPIERS,

ETG.) MONEY ALLOCATEDs DOLS. .1,888,008

« EDUCAT ION- ACCORD ING TO EMBASSY INFORMANT, THIS MONEY VILL

BE ADDED TO OVERALL EDUCATION BIDGET (NO TIME~LIMIT SPECIFIED)

AND CAN BE USED FOR FRENCH LANGUAGE INSTRUCTION AS WELL AS CONVERSION
‘;‘o :g:ag:ﬂuusmas CURRICIULUM, ALLOCATION DOLS.

~ CONSTRUCTION OF MOSQUES. COST DOLS 1,600,808

- BUDGET ASSISTANCE, COST DOLS, 5,080,020

-TOTAL VALUE OF PROJECTS: DOLS 59,887,508

3. BECAUSE OF SAIDI CONCERN RE POSSIBILITIES FOR MALFEASANCE, §
A PROJECT MANAGER VILL BE ASSIGNED TO THE SAUDI EHBASSY. DJIBOUTI 10
SUPERVISE D ISBURSEMENTS

4, PROJECTS WILL BE DEVELOPED VIA INTERNATIONAL = TENDERS. POST VOULD APPR-
ECIATE ANY INSIGHTSFROM AMEMBASSY JIDDA ABOUT SAUDY BUILDING PRACTICE ;
SOME AMER ICAN COMPANIES HAVE CONSIDERABLE EXPERIENCE WORKING ;
WITH THE SAUDI GOVERNMENT IN SAWDI ARABIA AND ELSEVWHERE, AND WE WOULD i
HOPE THAT SOME OF THE ABOVE PROJECTS WOULD BE ACCORDED TO W S. FIRMS, i

CL4R.
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Mo TAGS ¢ ENRG ,SA
o SUBJECT: YAMANL ON OIL PRICES
AOA _ ~ 1. DEPARTMENT WILL PROSABLY HAVE NOTICED TEXT OF INTER-
A VIEW GIVEN BY MIN PET "YAMANI TO CHICAGO TRIBUNE ECONOMIC
EDITOR LAST WEEK IN RIYADH, IN WHICH YAMANI DISCUSSED
L — POSSIBILITY OF OIL PRICE INCREASE IN 1979. AFTER
3 DESCRIBING HIS PROJECTION.OF OIL MARKET IN TERMS
geoc SIMILAR TO ONES HE USED WITH JOURNALISTS AT END OF
— TAIF OPEC MEETING ¢I.E., SURPLUS FOR ANOTHER YEAR OR
CROR S0, MARKET EQUILIBRIUM FOR ANOTHER 5-6 YEARS, THEN
o [ PERIOD OF OIL SHORTAGE), YAMANI MADE ARGUMENT FOR
o SERIES OF GRADUAL OIL PRICE INCREASES IN EARLY 1988°S,
oo | RATHER THAN EFFORT T0 HOLD PRICES DOWN ONLY TO HAVE”
e THEM GO THROUGH ROOF IN SUBSEQUENT SHORTAGE PERIOD,
e _ IN° SHORT TERM, HE SAID, THERE IS 58-56 CHANGE OF OIL
wA PRICE INCREASE AT BEGINNING OF 1979.
PAA . 2., COMMENT: YAMANI®S RECENT STATEMENTS SEEM TO BE

SIGNALLING THAT SAG WILL CONTINUE STRONGLY TO OPPOSE
s e—— PRICE RISE IN 1978, BUT THAT ITS POLICY ON PRICE 1IN
1979 AND BEYOND WILL BE INFLUENCED BY ITS PERCEPTION

CONE HDENTIAL
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OF WHAT MARKET WILL BEAR. GIVEN I'NCREASING CONSERVA=-
TIONIBT ATMOSPHERE IN SAUDI ARABIA, LOW CURRENT PRO-
DUCTION RATES' ARE ACCEPTABLE TO SAG, WHICH IS PREPARLD
TO PLAY ITS »RODCHMINAUT ROLE IN SUPPORTING OPEC PRICE
LEVEL AS LONG AS OTHER PRODUCERS ARE NOT MANEUVERING
TOO BLATANTLY TO INCREASE THEIR MARKET SHARE AT SAUDI
EXPENSE. LOW CURRENT PRODUCTION HAS EASED IMMEDIATE
PRESSURE ON SAG TO INCREASE EVENTUAL PRODUCTION
CAPACITY, WHILE AT SAME TIME REDUCING THE FUNDS
AVAILABLE TO DO SO. THE SAG UNDOUBTEDLY FINDS THE
RESULTANT AMBIGUITY ABOUT ITS FUTURE PRODUCTION
.CAPACITY AND INTENTIONS TO BE A CONSTRUCTIVE PROD TO
CONSUMING NATIONS.TO REDUCE OIL IMPORTS, AND BELIEVES
THAT THE PROSPECT OF MODERATE PRICE RISES IN THE
1988°S WILL ALSO BE INCENTIVE FOR REDUCED IMPOTS.
WE BELIEVE THAT SAG CAN BE EXPECTED TO MOVE DELIB-
ERATELY (AND PROBABLY UNILATERALLY), FOLLOWING THE
PRESENT PERIOD OF GLUT, IN A WAY WHICH WILL:-HELP KEE
THE MARKET TIGHT AND PRICES FIRM OR CLIMBING GRADUALLY,
GIVEN SAUDI ARABIA®*S ABILITY TO INFLUENCE THE SIZE OF
THE POTENTIAL OlL SHORTAGE HE FORESEES FOR MID-1988'S,
YAMANI 'S 'COMMENTS" SHOULD PERHAPS BE SEEN MORE AS
PREDICTIONS OF INTENT RATHER THAN AS DISINTERESTED
ESTIMATES,

WILEY
BT
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MEMORANDUM OF CONVERSATION

. QUpIECT: Bonn Economic Summit, Oil Policies, and aid

- PARTICIPANTS:

MAbE:

BATH :

OIATRIBUTION:

H.R.H. Prince Saud bin Faisal
Minister of Foreign Affairs

H.E. Abdullah M, Ali Reza
Deputy Minister for Econcmic, Petroleum
and Cultural Affairs, Foreign Ministry

Richard Cooper
Under Secretary of State for Economic Affairs

Ambassador John C. West

Joseph O. Eblan
Counselor for Bconomic and Commercial Affairs

Ministry of Foreign Affairs
sunmer office, Taif

July 22, 1978

AnEmbassies London, Rome, Faris, Tobve
Ottawa, Bonn and OPEC countries;

State (NEA/ARP; LB/FSE); Amb/DCM, POi.
ECON.

-

Under Secretary Cooper opened the discussion stating
that the President wished him to give Saudi Arabia a briefing
on the Bonn Economic Summit. He stated that this was his
first trip to Saudi Arabia. Prince Saud replied that he
toped that this would be the first of many visits by Unde.
Secretary Cooper and that the Kingdom velued the insights
provided by such visits.

CONFIDENTIAL
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Under Secretary Cooper then gave the Minister an in-depth
briefing on the Bonn Economic Summit, particularly emphasiz-
ing the role of the Summiteers and the parallel group of
ofticials of which he was part, nicknamed the Sherpas or
guides. Cooper explained that the atmosuphere of the Summit
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was excellent but that perhaps the world press over-
emphasized this aspect since there were serious problems
discussed, particularly in the sherpa segment. Among the
main problems which surfaced was the one of economic growth
in Germany where new investment was at a low rate and un-
employment was growing. As for the United States, Under
 8ecretary Cooper indicated that thexre had been a wider sense
of understanding on.the part of the Europeans and Japan for
U.8. problems, .and an awadrsness that steps were being taken,
particularly in. snergy conservation where, without specific
legislation, the U.S. was achieving a better record than
some European countries.

Prince Saud then stated that during his recent visit to
Furope with King Khaled, he had noticed particularly the
Eurcpeans' awareness arid understanding of America's problems.
He stated that the Europeans acknowledged U.S. economic
leadership but want the U.S. to take fiimer stands and come
down hard on petroleum conservation.: K: made a downswipe
motion with his hand to emphasize the p-int. Ambassador West
said that this information, which confirms our experience
at the Summit, was of great interest, and hoped that SAG-U.S.
cooperation in this respect would continue to graw in the
interest of both countries.

Regarding oil prices and .finance, Prince Saud noted that
Saudi Arabia as well as other OPEC countries were getting
less return on their oil sales due to the decline of the
dollar. This problem is now being compounded by self-imposed
production limitations, which were effected not only to
safeguard reserves, but to comply.with OPEC co-member inter-
ests. Saudi Arabia had to comply with reascnable demand by
fellow OPEC members and had to weigh this action against
the desire to contribute to economic stability in the
western world. :In reply to Under Secretary Cooper's gquery,
he stated that Saudi maximum sustained production of
petroleum was a bit over 10 million b/d, and that heavy
financial expenditures would hive to be made by SAG to in-
crease this level. At the present time, the daily production
Yimit for 1978 is 8.5 million b/4. . (Note: Average daily
production for the first 5 months of 1978 has been about

7.2 million b/d.) .
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Regarding further solution of energy conservation in
\he U.S., Prince Saud noted that institution of an
equalization tax (COET) on oil imports is a matter only the
¥.8. can decide, but that this could lead to higher prices
producers. In this case, Saudi Arabia wculd find {t
fficult to hold the price line. :

Regaxding aid, Under Secretary Cooper atated that, with

She present attitude of the U.S. public towards taxes, the
increase of U.S. aid levels would be the most difficult
ouhject to present to Congress in the coning months, Cooper
soknowledged U.S. awareness of the significant high levels
of saudi aid giving and hoped that this would be‘'naintained
and even increased, ' Hespointed out the very heavy propor-
Von of U.S. aid to Egypt which he believed will continue.
Prince Saud mentioned the probléms of being an aid donor,

rticularly to Egypt, because of the difficulty in identci-
'ilng meaningful project aid in new investments due to the
slowness of Egyptian bureaucracy in changing investment
laws and providing data. Nevertheless, it was in SAG/US
sutual interest to maintain the level of aid to Egypt for
many reasons. (Note: At this point Abdullah Ali Reza

ssed two written notes to Prince Saud. FYI. Abdullah

11 Reza regards aid to Egypt as a necessary rat-hole
eperation.) 'Prince Saud made.no further comment on aid to
Bgypt.

Under Secretary Cooper returned to the Summit briefing
end explained that the terrorism statement by the partic-
Ipants was broached by Trudeau of Canada, Since the
nucasion presented a good opportunity for a joint position
on the subject, the anti~terrorism statement was made and
approved.

Under Secretary Cooper opined to Prince Saud that all
the Furopean governments now seemed to Le coalitions of
varying degrees from which one rould assume that agreements
ot the Summit represented national concensus on the part of
the European countries. Even the Japanese ruling party was
s coualition of sorts. This was a phenomenon worthy of note
eince it matched the policy divisions that prevail in the
U.5. Under Secretary Cooper stated that the U.5. had urgéd
the Europeans to stimulate more economic growth and the

CONFIDENTIAL

43



CONF IDENTIAL
- 4 -

Japanese to widen the opening to ite markets for invest~
went as well as trade. Investment in Japan, however, A
wculd continue to be a problem because of language as»well,.”
as restrictive Japanese regulations. A heartening sign
for the health of the U.S8. economy was the heavy surge

of foreign investment in the U.S., particularly by Germany
and lately by Japan..

Under Secretary Cooper mentioned the potential for
saudi Arabia’ increasing co~financing of aid with inter-
national organizations. Prince Saud indicated that Saudi
Arabia was amenable to the support of IMF and a gelective
quota increase, He also mentioned positive Saudi policy
towards various rcgiona! development bank aid outlets as
well as the World Bank.” SAG hoped at least to maintain
its levels of aid outflows throiugh these channels.

Under Secretary Cooper mentioned his appreciation for
Saudi comments and hoped to visit the Kingdom again. Prinag
Saud expressed gratitude of the Saudi Government for the
excellent briefing on the Summit and looked  forward to
further vigits by the Under Secretary.

EC:JOEblan:1lvs :7/25/78
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y, THE &MBAS3Y dAS PREVIOUSLY REPORTED LIXBLIHOOD OF SAG DEFICIT
™MIS FISCAL YasAR. USLO HAS LEARNED THAT IN REVIGWING THE BUDGRET
% COUNCIL OF MINISTRRS WAS PACED WITH A MUCHE LARGER PROSPECTIVE
CAVICIT WHICH IT AVOIDED ONLY BY REQUIRING. ALL MINISTRIES T0 USE
yONLY TwO-THIRUS OF WHAT TR MINISTRY OF FINAMCE HAD AUTEBORIZED

f¥AM TO SPEND. THIS YBAR'S BUDGET WAS BASED ON THAT REDUCED TOTAL.
48 A RESULT EACH MINISTRY HAS BEEN BEASSESSING ITS PROGRAMS T0
IPENTIFY WHICH PROJRCTS CAN BE CUT, IN THE MEPANTIME PROJECTS HANG

\n LIMBO, FUNDS HAVE BEBR FORZEN, AND A MOOD OF UNCERTAINTY PREVAILS
AMUNG ADVISOKS AND CONTRACTORS.

¥, THE SEORTHALL APPRARS TO MAVE CAUGH? THE SAG COMPLETELY BY
SURPRISE, LARGELY BRCAUSE THR MINISTRY OF FINANCE HAD NO WAY TO
SYSTAMATICALLY RELATE FUNDING DECISIONS TO ANTICIPATED RAVENUES.
BMEQUESTS FROM MINISTRIRS WERE BXAMINED AND APPROVID INDIVIDUALLY
VITHOUT ANY REFERENCE TO AN OVBRALL SPENDING CRILING. ONLY -APTER
TWE MINLISTRY OF FINANCE MADE BINDING FUNDING COMMITMENTS TO OTHER
®INISTRIES DID 1T ADD UP THE TAB. 20 ITS HORROR 1T FOUND THAT NOT
UNLY wAS PROJECT FUNDING 4@ PERCENT} IT VWAS FAR IN BXCESS OF
P20JLCTED REVENURS BASED ON THR SAUDI QIL PRODUCTION CRILING OF
.5 MILLION B/D, FINANCE PRESEMTED TER FIGURES TO TRE COUNCIL OF

CONFIDENTIAL

45




PARETMOC ONF IDENT 1AL 10924

MIAISTERS AND ASKED FOR HELP. THE COUNCIL OF MINISTERS RESPONDED
VI?E A DECREE CUTTING PROJECT EXPEINDITURES BY 33 PERCENT, THE
AMOUNT PIMANCE CALCULATED NECESSARY TO WIPE OUT THE DEFICIT.

DECREE CAME OUT IN MID-JUNB AND OFFICIALS ARE STILL HAVING gl
ULTY IMPLEMENTING IT. FIRSY, MANY SIMPLY DELAYED TAKING ACTIOM
IICAU’I TARY DID NOT BELIEVE THE CUT WOULD BE ENPORCED. THEN QUEST
SRO6E AS TO WEAT BASE THE 33 PERCENT CU? WAS TO BE IMPOSED ON,
PU? MOST IMPORTANT, MINJSYRIKS ARR THROWN BACK INTO THE PLANNING
$2A08 SINCE THLY HUST REASSESS PRIORITYES AND TRY T0 MAINTAIN THL
-OUTLINES OF PROGRAMS THAT WERE MEANT TO BE MUCH LARGER. THE MINISTR
OP AG«ICULTURE AND WATBR HAS BEEN HARD BIT BECAUSE IT EAD RECBIVIED. . ¢
TRX B10GRST PERCENTAGE INCREASE AND NOW MAY HAVE TO DISMANTLE AN
INTBGRATED TEAM OF SPECIALISTS WHO CANNOT BB EASILY REASSEMBLED.
¥B BAVE MKAKRD MUMURS THAT FUNDING FOR SEVERAL OF THE REGIONAL -
ELECTRIPICATION PROJECTS ¥AS IN DOUBT AND HAVE BEEN TOLD BY ARAMCQ
TRAT [T wAS ABLE TO BREAK LOOSE PUNDS FOR THE EASTERN PROVINCE
BLECTuIFICATION SCHEME ONLY WITH DIFFICULTY. FINALLY, SEVERAL COXP
OF BNGINKARS PROJRCTS WITH THE MINISTRY OF DRFENSE EAVE BEIN e
UNTXPRCTBULI DEPX#Liv (SEE REF B) AND THE CORPS HAD TO APPLY UNP. L-#
gﬁb:ﬂflb PRESSURR TO GET A COMMITTMENT ABOUT WHICH PROJECTS WERE .
NDRD.

4. ONLY AFTER GEITING THE CUUNCIL OF MINISTERS TO ACT DID THE
MINISTRY VP FIANANCE REALIZE THAT THE CUT IT HAD RECOMMENDED TO THE
COUNCIL WAS BASED ON WHAT SHOULD HAVE BEEN AN OBYIOUS OVEBRSIGET; .
DUR 20 SLACK DEMAND OIL LIFTINGS WERE NOT 8.5 MILLION B/D BUT ONLY
7.2, TME MINISTRY IS UNDERSTANDABLY RELUOTANT 70 GO BACK TO THE i
COUNCIL OF MINISTZRS AND HAS RESIGNRD ITSELP TO DRAWING PROM SAMA
HOLDINGS ABxOAD IF AN ACTUAL DEFICIT MATERIALIZES. THAT DEFICIT 4
COULD BR AS MUCH AS 5 BILLION DOLLARS ASSUMING THAT OIL LIPTINGS
STAY AT 7.2, OPRC PRICES DO NOT RISE, AND EVERY RIYAL THAT WAS 3
DUDGLTED 18 SPENT. IN FACT OVRRALL SPENDING LAST YEAR WAS 96 PiRCEﬂ‘
AND THMRE IS A FRRELING IN THER MINISTRY OF FINANCE THAT OPEC PRICES ;
WILL SO0ON BXL INCRLASED BY ABOUT 5 PERCENT. BUT EVEN THAT WOULD COVI}
ONLY FOUR MONTHS OF THE DEFICIT, OTHER FACTORS CONSTANT.

o, . THE MINISTRY O# FINANCE IS UNCREPARED FOR THE NEW AGE OF LIMITS
IN YB? AMOTHER ERSPECT; IT BAS NO MRCHANISM FOR REGULATING CASH
FLOWS SU THAT FUNDS ARE NOT SPENT TASTER THAN OIL 1S PUMPED. . :
LAGALLY A MINISTRY MAY DRAW ITS ENTIRE ALLOCATION AT THBR BIGINNTNG’ M
O} THE YRAR, wAILZ TRIS IS NOT LIXBLY TO BE A PROBLEM THIS YEAR 1
BECAUSE OF MUNDING DELAYS IT INDICATES THAT BAG IS GOING TO HAV!
TO RIRK BUDGET CONSULTANTS AS WELL AS PLANNERS.

6, COMMENLt THE INCOME CONSTRAINT ON NATIONAL DEVELOPMENT HAS BEEN 3
FOACETULLY BAOUGOT HOME TO THE COUNCIL OF MINISTERS. THR FACT THAT‘V
TBE SAG WAS 50 SURYRISED AND REACTED SO STRONGLY SUGGRST THAT THERE;
MAY SOON BE POLICY SHIFTS ON SUCH ISSUES AS OPBC PRICING. s

& RAMINGER
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1, TEE 4MBASSY ‘dAS PREVIOUSLY REPORTID LIKRLIROOD OF. SAC DEFICII
YRS FISCAL YzAR. USLU HAS LEARNED THAT IN RRVIEVING THRE BUDGET

T84 COUNCIL OF MINISTERS WAS FACED WITH A WUCE LARCER PROSPECTIVE
DRFICIT WHICH IT AVOIDED ONLY BY RRQUIRING ALL MINISTRIES 70 USE
ONLY TwJ-THIRDS OF WEAT THE MINISTRY OF FINANCE HAD AUTHORIZED

LM TO SPEND. THIS YRAR®S BUDGEY WAS BASED ON THAT REDUCED TOTAL.
A8 A RESULT EACK MINISTRY EAS 22BN REASSEBSING 173 PROGRAMS TO
FDENTIFY WEICK PROJRCTS CAN BR CUT. IN THE MEANTIME PROJECYS HANG

In LIMBO, PUNDS HAYZ BEEN FORZEN, AND A MOOD OF DNCERTAINTY PREVAILS
AMONG ADVISURS AND CONTRACTORS.

oo sME SHURTFALL APPRARS 70 HAVE CAUGHT THR SAG COMPLRIELY BY
SURPRISE, LARGELY BRCANSE TER MINISTRY OF FPINANCE HAD NO WAY T0
SYSTEMATICALLY. RELATE FUNDING DRCISIONS TO ANTICIPATED RAIVINUZ3.
ALQUESTS FAOM MIMISTRIES WERR BXAMINED AND APPROVED INDIVIDUALLY
VITHOUT AHY KEFRRENCE TO AN OVERALL SPENDING. CBILING, ONLY AFPTSR
T MINISIHY OF PINANCE MADE BINDING FUNDING COMMITMENYS T0 OTHER
NINISTRISS DID IT ADD UP THE TAR, TO ITS HORROR [T FOUND THAT NOT
UNLY ¥AS FROJECT FUNDING 48 PERCENT] T WAS FAR IN RXCESS OF
PROJACTEY KEVENUES BASED 08 KR SAUDT OIL PRODUCTION CEILING OF
©.5 MILLION B/D. FINANCE PRRSRNTED TRE FIBURES TO TER COUNCIL OF
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" MINISTERS AND ASKED FOR EELP. THE COUNCIL OF MINISTERS RESPGNDED !
¥ITE & LECREE CUTTING PROJECT EXPENDITURES BY 33 PEKCANT, TFE oy
AMOUNT FIMANCS CALCULATED MICESSARY 70 VIPE OUT THE DEFICIT. :

L EY YHE DNCREE CAMs OUT IN MID-JUNE AND OFFICIALS AR: STILL HAVING
DIPPICOLTY IMPLAMBNTING IT. FIRST, MANY SIMPLY DLLAYED TAKING ACTIOH
BRCAUSE THEY DID NOT BELIEZVE THE 'CUT WOULD BE ENTORCED. THEN QUESTIO.:
ABOSE A5 TU #HAI BASE THE 33 PRRCENT CUT WAS TO BE IMPOSED ON.

BUT Mu$T IMPORTANL, MINISTRIBS ‘ARE THROWN BACK INTJ THE PLANNING
STAGE SINCE THeY MUST REASSESS PRIORITYES AND TRY TO MAINTAIN THi
OUTLINES OF FAUGKAMS THAT WERE MEANT TO BE MUCH LARGER. 14¥ MINISTRY
OF AGaICULTUaX AND WATEK HAS BEEN EARD HIT BECAUSE IT HAD KWCEIVED
TR BIGGEST PERCANTAGL INCREASE AND NOW MAY HAVE TO DISMANTLZ AN
INTEGRATED TEAM OF SPECIALISTS wHO CANNOT BE EASILY REASSEMBLED.

WE BAVE BaARD mUMURS THAT PUNDING FOR SKVERAL OF THZ REGTONAL
ELECTRIFICATIUN PROJACTS wAS IN DOUBT AND HAVE BEEN TOLD BY ARAMCO
TBAT 11 wAS AsL& 10 BKEAX LOOSE FUNDS FOR THE BASTERN PROVINCE
ELECTnI#ICATION SCBEME ONLY WITH DIFFICULTY. FINALLY, SEVEKAL COaps
OF ENGINwzRS PROJECTS WITH THEZ MINISTRY OF DEFENSE RAVE BiEN
UNEXPSCIEDLY DIFERKLL (SEE KEF B) AND TEE CORPS HAD TO APPLY UNK2E- .
CEDINIEBD PRESSURY TO GZT A COMMITTMENT ABOUT WEICH PROJECTS Wil
FUNDED.

4. ONLY AFTER GEITING THE COUNCIL OF MINISTERS TO ACT DID Tie
MINISTRY LF FIANANCE REALIZE® THAT THE CUT IT BAD RECOMMENDEL TG ™4E
COUNCIL wAS BASKD ON #HAT SHOULD HAVE BEEN AN OBVIOUS OVERSICHT;

DUL TV SLACK DEMAND OIL LIPTINGS WERE NOT 8.5 MILLION B/D BUT OKLY
7.2, T4% GINISTRY IS UNDERSTANDABLY RELUCTANT T0 ¢n BACK T0 TEE
COUNCIL OF MINISTERS AND HAS RESIGNED ITSELF TO DRAWING FROM Sima
-BOLDINGS ABauaD IF AN ACTUAL DEFICIT MATARIALIZES. THAT DEFICIT
COULD 8% AS UCH AS O BILLION DOLLARS ASSUMING THAT OIL LIFTINGS
STAY 4T 7.2, WFBC PRICES DO NOT RISE, AND EVERY RIYAL THAT WAS
BUDGETED IS SPENT. IN PACT OVERALL SPENDING LAST YEAR WAS 9€ PERCENT
ANDU TERKh I3 A FEELING IN 13K MINISTRY OF FINANCE THAT OPEC PRICLS
WILL 590N 8L INCAZASED BY ABOUT 5 PERCENT. BUT TVEN THAT WOULD COVER
ON1Y FOUR MONTHS OF THZ DEFICIT?, OTEER FACTORS CONSTANT.

S. THE MINISTRY OF FINANCE IS UNPREPARBD FOR THE NEW AGE OF LIMITS
IN YET ANUTHEK KESPECT; IT EAS NO MBCHANISM FOR REGULATING CASH
FLOWS SO TEAT FUNDS AR NOT SPENT ‘FASTER THAN OIL 1S PUMPEL.
LEGALLY A MINISTRY MAY DRAW ITS BNTIRS ALLOCATION AT TER BEGINNING
OF THE YEAR. HILZ THIS IS NOT LIXELY TO S8 A PROBLEM TBIS YEAR
BECAUSE UF ZUNDING DELAYS IT INDICATES THAT SAG IS GOING TO HAVE
TO HIKE BUDGET CONSULTANTS AS WELL AS PLANNERS.

6, GOMMENiI: THE INCOME CONSTRAINT ON NATIONAL DEVELOPMENT HAS BEERN

FORCEFULLY BaU0UGHT HOMR TO THE COUNCIL OF MINISTERS. THE FACT THAT

‘PBE SAG WAS 5u SURPRISED AND REACTED $O STRONGLY SUGGEST THAT THLRE
MAY SOON s& POLICY SHIFTS ON SUCE ISSUES AS OPEC PRICING.

& RAMINGER
-BT

24 23 CONFIDENTIAL




310cr7: :
NNNNVY  E5B187RSA55¢ 01573
0C RUQMHR ACTION:
DI RUESRS #22E8/1 3€3124#0 BOON-5
INY CCCCC 2ZR. IO
0 R 3923%37 OCT 78 e
M AMEMBASSY CARACAS e
%0 RUEEC/SECSTATE WASEDC NIACT IMMEDIATE 4432 POE~2
RUGMRA/AMEMBASSY JIDDA NIACT IMMEDIATE 3141 by
INFO RUQMIN/AMEMBASSY XUWAIT 271 OR
RUQMTI/AMEMBASSY TRIPOLI 283 M
RUQMET/AMEMBASSY ABU DHABL ©7 IA
ROFARS/AMEMBASSY. ALGIERS 216 AGR
RUQMOD/AMEMBASSY DOEA 78 CRU-2
ROQMER/AMEMBASSY TEHRAN 362 11/guh
ROTALS/AMEMBASSY LAGOS 382
RUKORT/AMEMBASSY JAKARTA 336

RUFALC /AMEMBAS ST

LIBERVILLE 84

RUESCT/AMEMBASSY QUITO 2371
RUOMGL /AMEMBASSY ANYARA 58
RUQMAT/AMEMBASSY ATEENS 123
RUD{EBQ/AMEMBASSY BERN 63
RUFEOL/AMEMBASSY BOKN 314
RNFHBS/AMEMBASSY BRUSSELS 213
ALY PNQ/AMLMBASSY COPENBAGEN 62
RVFHDE/AMEMBASST DURLIN 2%
AUDTC/AMEMBASSY LONDON 1828
RUFFBG/AMEMBASSY LUXEMBOURG 26
AFAMD/AMEMEASSY “ADRID 796
RUDKSNQ/AMEMBASSY OSLO 49
RUEFOT/AMEMBASSY OTTAWA 295
RUFNPS/AMEMBASSY PARIS 968
RUFHRO/AMEYBASSY KCME 493
RUD{FMQ/AMEMBASST STOCXHOLM 97
wODKGPQ/AMEMBASSY TEF EAGUE 272
RULE<O/AMEMBASSY TOXYD 243
RUFEAD/AMEMBASSY VIENNA 453
WOEEEAZ/AMIMBASSY ¥ELLINGTON 20
PUEHCR/USINT BAGEDAD 6%
RNQMDE/AMCONSDL DEAHRAN 218

nr .
CONPFIDENTI AL SECTION 1 OF 4 CARACAS 108288

3AUSSFLS ALSO FCR USEXC
PARIS ALSO FOR Usoxlr-
¥.0, 11§23 GD

<
TAGS: TWRG OPEC EFIN VI SA
“URJECT: SAUID OIL MINISTER TAMANI VISI?S VENB2UZLA

CONFIDENETAL

49



PAGE~2 CONFIDENTY.... 15790

REF: A) CARACAS 12158 R) JIDDA 7694 NOTAL

STMMARY: SAUDI OIL MINISTER YAMANI CONCLUDED A FIVE DAY
SURPRISE YISIT T0 VENEZUELA SAYING TBAT THE POSITIONS OF

THEE TWO COUNTRIES ARF NOW YERY CLOSE ON TEE QUESTION OF an

OIL PRICE INCREASE AND TEAT THEY WILL BE IN AGREIMINT AT THE
OPEC MINISTERIAL MEETING DECEMBER 16. LITTLE INFORMATION

IS AVAILABLE SO FAR ON THE PURPOSE OP THE VISIT AND ON Tdk
SUBSTANTIVE DISCUSSIONS YAMANI HELD WITH PRESIDENT PEREZ AND
ENERGY MINISTER EERNANDEZ, OTEER THAN THAT YAMANI DELIEVErD A
LETTER TO PEREZ FPOM THE SAUDI ROYAL FAMILY. YAMANI MADE BRIEF
COMMENTS ON TEENORTH SOUTA DIALOGUE, THE MIDDLE EAST AND TRE US
ROLE TRFRE.

TFIS WAS YAMANI’S FIRST STRICTLY BILATERAL VISIT %0 CARACAS
APTERX YEARS OF PLANMING SUCH A TRIP. WHILE FERE EE LAVISEED
EFFUSIVE PRAISE ON YIENEZURLA AND PERESIDENT PEREZ. IT APPLA:S
THA THE SAUDIS ARE MAYEING A PARTICULAR EFFORT TO STRENGTHEN -
THEIR OPTEN TROUBLED TIRS WITH VENBZUELA. IT IS STILLUNCLEAR
WHAT THIS MAY MEAN FPOX US INTERESS. END SUMMARY.

1. SFEI¥ YAMANI ARIVED AT CARACAS OCTOBER 25 ACCOMPANIED BY

H1S W1PE, TAXLY WERE AXRE AS GUESTS OF PERESIDENT PEREZ AND
ENBRGY MINISTER BERNANLEZ, ALTHOUGH THRE BAVE BTEN REPEATEDL
REPORTS FOR MORE TEAN A YEAR THAT SUCH A YAMANI VISIT wAS
IMMINENT, TAE VISIT CAME AS A SURPRISE. YAMANI WAS GIVEN
TREATMENT 'TSUEALLY RESZRVER TOR CHIEFS OF STATE AND THROUGHOUT
RIS YISIT HE WAS

ACCOMPANIED BY MINISTER HERNANDEZ WHILE MRS YAMANI ¥AS

BOSTED 3Y TEL MINISTER’S WIFE, YAMANI HAD A PRIVATE DINNG!

YITH ZTRNANDEZ TEE NIGHT OF MIS ARRIVAL AND SPENT TUE FOLLOWING
DAY MEZTING WITH RERNANDEZ, RECEIVING BRIFFING FROM PETROLLOS

DE VENFZUELA, TSE STATE OIL EOLDING COMPANY, AKD CONFERRING ¥ITH
PERESIDENT PEREZ, WHO HOSTED A DINNEIR IN BIS HONOR THAT NIGHT.
SAUDT CPARGE ABDULLAH ALTOBAISH] HELD A RECEPTION FOR TFE
TAMANIS FRIDAY EVENING OCTOBER 27. OVER THE WEEIIND YANAMI
YISITE TFE LAKGE XPANSION PROJECTS AT HE CIDUDAD GUAYANA STAEL AND
ALUMINUM CGOMPLEX 1IN EASTERN YENIZULAL BUT APPARENTLY DID NOT
YISIT VENZZUELA'S MAJOR OIL PRODUCING INSTALLATIONS. BE LEiR!
YENBZUELAN THT EVENING OCTOEER 29.

2, SUBSTANTIVE INPORMATION ON THEY PURPOSE OF HIS VISIT AND

ON THF SUBJECTS DISCUSSED WITH PEREX AND HERENDEZ BAS

BEEN VERY LIMITED AND THEREAAVE BEE NO OFFICIAL STATEMENTS.
VENTZUTLAN OFFICIALS ARE NOT TALXING. YAMANI WAS REPORTED T0 bE
VISITING VENEZUELA IN HIS CAPACITY AS PRESIDENT OF OPEC’S
MINISTERIAL COMMITTRE ON STRATRGIES AND TO HAVE DELIEVEDL

A PERSONAL LETTER TO PERESIDENTPEREZ FROM THE SAUDI ROYAL
FAMILY, ALTEQUGE REPORTS DIFPERED AS TO WEBTHER TEIS LETTER

WAS ¥ROM XING XRALID OR PRINCE FAHD.
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3. YAMANI MADE RELATIVELY ¥IW PUBLIC COMMENTS DURING KIS VISIY,
PROBABLY IN PAKT BECAUSE OF TEE CONSTANT? SECURITY SUREROUNDING

SIM AS WELL AS THY LANGUAGE BARRIXR, FOLLOWING A MEETING WITH
PRESIDENT PEREZ OCT0 28, HI EXPRESSED EIS APPRECIATIONFOR

TRL OPPORTUNITY TO EXCHANGE POINTS OF YIEW WITH PEREZ, SATING

PFAT THEY ARZIN PULL AGRBEMENT, PARTICULARY ON OIL MATTERS.

TAMANI MADE A SPECIAL -POINT OF 'CITING PERRZS VISIT T0 SAODI
ARABIA AND OTHER MIDDLE EASTER OPEC COUNTRIES IN THE

SPRING OF 1577 AS TAE’IVENT VHICH BROUGHT PO A SUCCESSFUL CONCLUSION
TRE DISPUTE (OVER PRICE LEVELS)WHICE AROST PROM THE DECEMBER 1976
OPEC MEETING, HE CONCLUDED BY SAYING THAT THZ TWO COUNTRIRS

ARE LOOKING FORYARD EINTHUSIASTICALLY TO THZ UPCOMING QPREC MELTIN:
IN ORDER TC PROVE THAT OPEC CONTINUES AND WILL CONTINUE T0 BE AS
STRONG AS EVER, YAMANI ALSO TAEED AT SOMI LINGTH TO THE

ASSOCIATE DIRECTOR OF THE ENGLISE LANGUAGE DAIL JOURNAL JHO

1 33
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RUDTC/AMFMBASSY LONDON 1828
RUFEBRG/AMEMBASSY LUXEMBOURG 27
RUFBMD/AMEMBASSY MADRID 797
RODESNG/AMEMBASSY OSLC 52
RUBROT/AMEMRASSY OTTAVWA 265
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RUEEY O/AMEMBASSY TOKYO 244
ROTHAU/AMEMBASSY VIENNA 454
RUEFBAZ/AMEMBASSY WELLINGTON 21
RUERCR/USINT BAGEDAD 86
RUQMDE/AMCONSUL DEAYRAN 219
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REPOITED THAT YAMANI HAD SAIL BE BAD DELIEVERED A PERSONAL LETTan .

70 PERFSIDENT PEREZ TROM KING TWALID IN TEE US, AND THAT EBE
¥AS REPAYINS MINISTRR HERNANDEZ’S MANY VISITS ™G SAUDI ARAEIA. (411
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OTHER REPORTS DESCRIBED TEE LETTERS A5 BRING FROM PRINCE FAED).
TAMANI ALSO SAID TEAT THERE CAN BT NO DOUBT THAT OIL PRICES

VILL GO UP IN TEY FUTUEBR, BUT EAT THE REAL QUESTION IS HOw FAST,

Ar PREFERRED TO SX A GRADUAL RISE,' THE P4ACE OF WAICH WOULD DEPEND ONVAAI
SUPPLY AND DEMAND FACTORS, AND SUGGESTED THAT OIL PRICES WOULD

PEAK AROUND '1587., YAMANI APPARENTLY AGRBED WITHN THE VIEW OF SOME

IN VYENEZUERLA THAT OPEC SEQULD BB OVEIRRABLRD %0 GIVE THE ORCANIZATION
GREATER UNITY AND FORCE IN THE FURUER, TAX WAS ALSO RXIPORTED 70

X EMPHATIC 1 SATING TRAT TER POLITICAL SITUATION IN THE MIDDLE
BAGTONOURDTEE SARSO ATTITUDE TOVARD PRICE

AND PRODUCTION, BUT ADDID THAT TEERX VOULD BR DETINITELY NOT

BR ANOTEEZR OIL BMBARGO AGAINST THEX INDUSTRIALIZED COUNTRIES.

4. ON EIS DEPANTURE THE TVENING OF OCTOBER 29, YAMANI ALSO

GAYE AN INTERVIEW T0O AN ENGLISE SPEAKING REPORTER OF THE

Gov’s TELEVISION CRANNBL. ASKED ABOPT RIS TALKS ¥

TR PRESIDENT

PERYIZ ON OIL PRICES, YAMANI REPLIBD TEA? WHILE HI TRIED O

LEAVE DISCUSSIONS OF THIS QUESTION 70 THR OPEC MERTINGS, HX COULD
SAY THAT SAUDI ARABIA AND VENZUELA NOW BOLD ALMOST THE SAME
POSITION ON THIS QUESTION, AND THERBFORE THEEY WILL TAXE THE

SAME POSITION IN ABD DHA!*. WITH RESPICT TO THE USE OF THE DOLLAR
IN OPEC PRICING, BE EXPLAINED TEAT SAUDI ARABIA EAS LARGE INVEST-
MENT IN THR DOLLAR, WHICE WOULD PALL EVEN FURTHRR IF OPEC LEFT

It NOW, AND TEEREFORY BE BELIRVED OPEC WOULD CONTINUR T0 USE
DOLLARS IN PRICING, COMMENTING ON THEE ISRARLI-EGYPTIOAN PEACE
TALES, AR SAID TER ARAB POSITION IS THAT THERE ¥WILL BI NO PEACE
IN tHE AREA UNLESS THE RIGETS OF TEX PALESTINIAN PEOPLE ARE
OBSERVED AND THE OCCUPIED TERRITORIES RBTURNED. ANY MOVES Iw
TRIS DIRECTION WOULD BR WELCOME, BE SAID, WHILE ANYTHING SEOKT OF
THIS ¥AS NOT ENOUGE, YAMANI ALSO SPOXE EIGRLY OF PRESIDENT CARTeR’S
EONESTY AND DEDICATION IN IMPROVING RELATIONS BRTWEEN THE ARARS
AND THR US, AND, IN YHR ARRA OF OIL, IN MOVING FROM CONFRONTATION
10 4 POSITION OF COOPERATION. ASKED ABOUT THE NORTH~SOUTH
DIALOGUE, RI SAID TEEREB IS NO ALTERNATIVE T0 THIS DIALOGUE,

ND EXYPRESSED THE YIRW THAT IT WOULD SUCCRED IN THE FUTURE

AMANT WAS PARTICULANLY RESPONSIVE 7O & NUMBIR OF QUESTIONS
+ABOUT SAUDI-VENEZWELAN RBLATIONS, REPERRING TO TEE MANY SIMITARITIES
DRTVREN TER TWO P’OPL'. ¥HO aRR Ql THE SAME BLOOD BECAUSE OF THE
ARAR INPULENCE IN SPAIN. BB ALSO COMMENTEID ON THE MANY MUTUAL
INTERESTS AND CLOS® COOPERATION BETWIEN THE TWO COUNTRIES, WEICH,
ALBEIT IN REPLY T0 A LEZADING QUESTION, HE SATD EAD BEEN

IMPROYED BY THE IOIK OF PRESIDENT Plkll AKD MINISTER HERNANDEZ,
T8IS, HY ADDED, WAS IMPORTANT NOT ONLY FOR THE TWO COUNTRIES

30T ALSO FOR OPEC AND FOR THE. 1 TERNATIONAL COMMUNITI. TFINALLY,
WOTING VENEZUBLAS WRALTH, ITS DEMOCRACY, AND ITS GROGRAPEICAL
LOACTION, YAMANI SAID THESE MAKE IT PARTICULARLY IMPORTANT TC

T8y OTRER DEVELOPING COUNTRIRS. 3'“"35 s

CONPIDMNTAL
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S. ACCOMPANYING YAMANI DURING BIS VISIT, MINISTER HERNANDEZ
VAS ALSO ASKED ABOUT TXE PURPOSE OF MR V1812 AND-OIL PRICIS.
AS 18 NIS COSTOM ROWEVER, BEL ALSQ ARFUSED 20 BE PINNED DOWN.
RRGARDING TAT YISIT, EE SAID ONLY PHAT? PHX TALLS HAD COVERED
MANY I185UR6 AND TBA? THE TWO COUNTRIBS VERE IN CENERAL AGREEMENT,
31 TO VENEZUSLAS POSITION OM OIL PRICES FOR THE DECEMBER
OPBC WEBTING, BEIRNANDEZ REFUSED 10 COMMEN? SAYING TEAT
20 DO $0 WOULD RFDUCE OPRC’S PLBRIBILIZY IN REACHING A FINAL
CISION. BARLY IN THE VISIY, NOVEVIR, EERNANDEZ wAS QUOTEL
‘A8 SATING THAT THIRE VERE THREE DISTINGT POSITIONS ON PRICIES
WITHIN OPEC; THP CONSERVATIVE POSITION VEICH ROLDS TEAT PRICES
SRQULD MOT INCREASE OVER S PERCENT, THE MODERATEZ POSITION
PAVORING AN 8 TO 12 PECENT INCREASE, AND THE RADICAL VIZ:
WEICK L0OKS TO AN INCREASE OF A LBASY 1S PEXCENT. . (IT S#lULD
9% NOTED THAT THEE GOV CONSISTENTLY DESCRIBRS ITSELF AS
A MODERATE ON OIL PRICING.)

»”
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JIDDA NIACT IMMEDIATE 3143

INPO RUQMKW/AMEMBASSY XUWAIT 273

RUQMTI/AMEMBASSY
ROOMBI/AMEMBASSY
RUPYRS/AMEMBASSY
ROQMOD/AMEMBASSY
PUQMER/AMEMBASSY
RUTALS/AMBMEASSY
RUKOBT/AMEMBASSY
RUTPLC/AFEMBASSY
RUESGT/AMEMPASSY
RUGMO U /AMEMBASSY
AUQMAT /AMEMBASSY

TRIPOLI 2e5%
ABU DHABI 99
ALGIERS 218
DOFA 78
TEHRAN 364
LAGOS 304
JAYARTA 328
LIBERVILLE 396
QUITO 2373
ANLARA 62
ATHENS 125

RUDYEBQ/AMEMBASSY BERN 82

RPUFEQL/AMEMBASSY
RUPPBS/AMIMBASSY

BONN 316
BRUSSELS 215

RUD{PNQ/AMEMBASSY COPENRAGEN 64

SUFEDB/AMEMBASSY

DUBLIN 27

RUDTC/AMEMBASSY. LONDON 193¢

ROFPEG/AMEMBASSY
RUFEMD/AMEMBASSY

LUXEMBOURG 28
MADRID 7ea

RUDKSNG/AMEMBASSY OSLO 51

RNEROT/AMEMBASSY
RUFNPS/AMEMBASSY
RUYHRO/AMERBASSY

QTTAVA 297
PARIS 968
ROME 495

AUDKFMO/AMEMEASSY STOCKHOLM 99

RUTXGPO/AMEMBASSY TRE EAGUR

RUEHKO/AMEMBASSY
NUYHAU/AMEMBASSY

274
TOELYO 245
VIENNA 455

RUTHBAZ/AMEMBASSY WELLINGTON 22
ROEHCR/USINT BAGHDAD 67
RUQMDR/AMCONSUL DEABRAN 229

"t
CONPIDENTTI AL SECTION 3 OF 4 CARACAS 14288

DPRUSSELS ALSO. FOR USEEC
PARIS ALSO FOR USOEC)
#, SPECULATION ON THE PURPOSE OF THE VISIT NATURALLY

CTNTERED ON OIL PRICES,

15790

ON RTPORT RARLY IN THE VISIT

CLAIMED TBAT SAUDI ARABIA HAD PROPOSED A S T0 10 PERCENT

S5
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INCREASE IN DFCEMBER, PLUS SUCCESSIVE INCREASES IN 1473,
THERY HAS BEFN NO PURTHER COMMENT ON THIS OTHER THAN A
CLAIM BY A LEFTIST UNIVERSITY BECONOMIST THAT SAUDI ARABIA
BAD ALREADY AGREED WITR THE U.S. ON A 12 PERCENT INCREASE,
BUT TEA? Tﬂlg WAS NOT ENOUGE AND THAT VENYZUELA. S*QUID
INSIST ON A 30 PYRCENT HIKEI. VITH LITTLE MORE T0 REPORT,
MINISTER YAMANI®S VISIT WAS ALL PUT IGNORED IN THE
WEPKEND PRESS WITF THE EXCKPTION OF TW0 LONG ARTICLES BY
THE DAILY JOURNAL. EDITORIAL COMMENT ON THE VISIT 50

FAR HAS BEEN LARGELY LIMITED TO TEE DAILY JQORNAL, VRICE
ARGUED THAT THE VISIT WAS EVIDENCE OF SAUDI INTRREST IN
MOYING CLOSER TC VENEZUELA ON OIL MATTERS, NOT ONLY OV
PRICING BUT ALSO POSSIBLY TOWARD THE LONG-HELD VENEZDELAN
POSITION FAVORIKG PRODUCTION CONTROLS WITHIN OPEC.

7. COMMENT.  MINISTER HERNANDEZ HAS MADE REPEBATED VISITS T
SAUDI ARABIA, MOST RECENTLY IN LATE SEPTEMBER, BUT N SPIT.
OF A LONGSTANDING INVITATION FROM HERNANDEZ, THIS WAS
YAMANI®S FIRST VISIT HERE OTHER TRAN TO ATTEND OPEC MBETING:E,
IN 1972 AND 1077, . THUS THY TIMING, AND THE LENGTH

OF YAMAIN’S STAY, ARE SIGNIFICANT. (¥WE ALSO UNDERSTAND

THAT KUWAITI OYL MINISTER ALT £{FALIFA, WITH WHOM EERNANDAD
ALS0 MET LAST MONTH, 1S EXPECTEL HFRE NOVEMBER 14.)

8, ¥E UNDERSTAND PROM ONE SOURCK TXE SOLE PURPOSE OF

YAMANI’S VISIT WAS TO DELIVER Tk LETTBR TO PRISIDENT PERS2
FROM THE ROYAL FAMILY, AND SINCE YAMANI FAD COME FROM Thvy U,5.,
TBIS WOULD LEND CREDENCE

T0 TEE POSSIBILITY THAT THE LETTER WAS FPOM KING :»FALIL AATHZR
TBAN PRINCE FAHD, AS PRREZ 1S OFTEN ZNOWN TO SEND PERSONAL
LETTIRS TO OTKER OJPEC HEADS OF STATE, WE CAN SPECULAT? )
THAT TEE SAUDI LETTER MAY FAVE BEEN REPLY T0 ONE DELIVFERED 5
BY FERNANDEZ IN SEPTEMBER, 1IN THIS REGARD, #E WONLD
APPRECIATE ANY INFORMATION AVAILABLE TO JIDDA ON BERNAND:Z
VISIT THERE.

Q. WY BAVE EVEN LESS INFORMATION AT THIS POINT ON THE
CONTENTS OF THY LETTER OR THE SUBSTANCE OF TAL:S. WR BELI:VE
TEAT YAMANI’S ONLY SUBSTANTIVI MEETINGS #wPHE THOSE

WITY PEREZ AND HPRNANDE2Z, THE ONLY TWO SOV OFFPICIALS #iTH &
MAJOP? KROLE IN FORMULATING THE GOV’'S PCSITON ON OPEC

OIL PRICING., IT IS UNDERSTOOD TEAT YAMANI DID NO?

REPEAT NOT DISCUSS THE QUESTION OF OIL PRICES DURING KIS

TWO roUR MEETING WITR THE DIRECTORS OP PETROLEOS DE VENEZUELLA,
EVEN THOUGE MOST OF THE NATIONAL OIL HOLDING COMPANY’S -
MARKFTING STAFF WERE PRESENT AT THE MEETING. PRTROLEOS

PLAYS ALMOST NO PART IN OPEC PRICING POLICY; ITS DPRICING
2USPONSIRITITIES ARE LIMITED TO THE PRICING AND MARXETING

OF -VENEZUFLAN OTL AFTER OPEC LYVILS ARY SET.
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1. THE GOV HAS NQT SPXCIFIED 178 POSITION ON BOW MUCH
PRICES SHOULD INCREASE, POSSIBLY REMBMBERING PIRRZ’
§LL-FATED PREDICTION LAST YEAR AT THIS TIME THAT PRICES
¥OULD BE INCREASED BY 8 PERCENT AT THE CARACAS OPXC
WEETING. AS WE NOTED IN RE? A, HOVEYER, VENEZUELA IS

»”
oe2eR
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P0 RUEBHC/SECSTATE WASEDC NIACT -IMMEDIATE 4435
RUQMRA/AMEMBASSY JIDDA NIACT IMMEDIATE 3144
INPO RUQMKW/AMEMBASSY KNWAIT 274

RUQMTI/AMEMBASSY
RUQMRI/AMEMBASSY
ROFHERS /AMEMBASSY
ROQMOD/AMEMBASSY
RUQMER/AMEMBASSY
RUTALS/AMBMBASSY
RUKOBT/AMEMBASSY
RUFHLC/AMEMEASSY
RUESQI/AMEMEASSY
RUQMGU/AMEMBASSY
RUQMAT/AMEMEASSY

TRIPOLI 286
A®U DiABI 102
ALCIERS 216
5O%A 79
TEERAN 365
LAGOS 325
JAKARTA 329
LIFERVILLE 27
QUITO 2374
ANKARA 61
ATHENS 106
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RUDEEBQ/AMEMBEASSY BERN 83

RUTHOL/AMEMBASSY BONN 317

RUPEBS/AMEMBASSY BRUSSELS 216

RUDXPNQ/AMEMBASSY CCPENEAGEN 65

RUPFDB/AMEMBASSY DUBLIN 28 -

RODTC/AMEMBASSY LONDCN 1#31

RUFAEG/AMFMBASSY LUXEMBOURG 29

RUFRMD/AMEMBASSY MADRID 799

RUDKSNQ/AMENMBASSY OSLC 52

RUEFOT/AMEMBASSY OTTAWA 208

ROFPNPS/AMEMBASSY PARIS 569

RUFHRO/AMEMBASSY ROME 496

RUDKPMQ/AMEMBASSY STOCKBOLM 142 - .
RUDXGPQ/AMEMBASSY THE HAGOUE 275

RULBX O/AMEMBASSY TOKYO 246

RUPRAU/AMEMBASSY VIENNA 45€

RUEBERAZ/AMEMBASSY WELLINGTON 23

RURBCR/USINT BAGEDAD 88

ggQMDH/AHCONSUL DRARRAN 221

CONPFPIDENTTI AL SECTION 4 OF 4 CARACAS 12283

BRUSSELS ALSC FOR USEEC i
PARIS ALSO FOK USOECD
ALMOST CEKTAINLY LOOKING POR AN INCREASE WELL IN EXCESS

OF 8 PERCENT, AND WITH NATIONAL ELECTIONS TAKING PLACE
ON DECEMBER 3, IT SEEMS HIGHLY UNLIKELY THAT? GOV LEADEPS

S8
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COULD AGREE, EVEN IN STRICTEST CONFIDENCE, TO AN INCREASY
IN THE NBIGHBORROOD OF 5 PERCENT, PRIOR TO THESE
ELECTIONS. THE SAUDI CHBARGE TOLD US A FEV WEEES AGO THAT
RIS COUNTRY WAS FIRM ON LIMITING THR PRICE INCREASE IN
DECFYBER TO S PERCENT, BUT POLLOWING YAMANI’S VISIT Hi

f0LD US TBERY HAD BEEN A TOTAL MERTING OF THE MINDS ON

ALL TSSUES. GIVEN ODR ASSESSMENT OF THE ORIGINAL GOV
POSITION , TEIS REMARK, IF ACCURATE, CAN ONLY MEAN THAT ONE
OF THE OTHLR PARTIES HAVE MOVED FROM TEEIR ORIGINAL
$7SITION., ONE OBVIOUS POSSIBILITY FOR A COMPROMISE WOULD
BE A 5 TO 7 PERCENT INCREASF IN DECEMBER, PLUS AN

ASREEMTAT ON ONE OR MORE INCREMENTAL INCREASES LATER IN
14793 1% AS DFESCRIBED IN THE PRESS KEPORT CITED ABOVs,
TAMANI MAY ALSQO FAVE USED TPE YISIT TO COORDINATE ¥ITH
PERNANDEZ ON THE FINAL REPORT OF THEX OPEC MINISTERIAL
COMMITTEE ON STRATEGIES, WBICH WE UNDERSTAND IS T0 MEET IN NOVEMBER
*0 PREPARE A FINAL REPORT 70 THE DECEMBER OPEC MINISTERIAL
MFETING.

11. TFINALLY, THE VISIT ALMOST CERTAINLY REPRESENTED A
tAUDI XTFFORY TO STRENGTEZN OFTEN TROUBLED RELATIONS

vITH VENEZUELA AND TO REPAY THE PAST YISITS OF HERNANDEZ
41D PEREZ TO SAUDI ARABIA, YAMANI SEEMED TO GO OUT OF HIS
VY 70 LAUD PRRESIDEN? PEREZ” ROLE IN SETTLING THE 1977

F ICE SPLIT AND HIS STAY HERE WAS 4ELL IN EXCESS OF THE
t.4k NFEDED FOR HIS SUBSTANTIVE DISCUSSIONS. ONE ISSUR,
ShICH EAS ANGERED FRESIDENT PEREZ AND REFLECTED TEE TROU-
OLED RELATION IS THEE PACT THAT SAUDI ARABIA HAS NOT HAD
AN AMBASSADOR RERE FOR A NUMBER CF YEARS AND THERE EHAVZ
LEN REPEATED RUMORS THAT THEIR CHARGE WAS ABOUT T0 BB
NAMED AMBASSADOR,

12. IT IS UNCLEAR WHY THE SAUDIS PICKED THIS MOMENT

POR THE VISIT., PEREAPS IT WAS IN PART A GESTURE T0
PPREZ AS RF NEARS THE EIND OF HIS TERM IN OFFICE AND YiT,
ON THE VENEZULLAN SIDE THERE WAS LITTLE IFFORT TO EX-
PLOIT THE VISIT FOR DOMESTIC POLITIGAL REASONS. 1IN FACT
IT WAS GIVEN RATHER LOW XEY MEDIA TREATMENT. PEREZ DID
ARRANGE FOR YAMANI TO APPEAR ON A LOCAL TELBVISION TALX
A0V WITH GROUND RULES THAT HE STAY AWAY FROM MIDDLE
B4ST POLITICS AND CONGENTRATE OM OIL.”

. THE MAJOR TQPIC OF THE MEERTING WAS PROBABLY PRI~
CING--A MAJOR U.S. INTEREST. 'WE SHOULDN’? DISCARD THE
POSSIBILITY EOWFVER, THAT BROADER ®.S. INTERESTS WERE
IMYOLVED SUCH AS LONG RANGE OPEC STRATEGY AND THE MID-
8L EAST IN GENERAL.

14. COMMENT PROM ADDRESSEE PoSTS InVIWEY..
-
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RUQMDH/AMCONSUL DHAHRAN 517
RUQMKW/AMEMBASSY KUWAIT 4012
RUQMTT/AMEMBASSY ABU DHABI 1523
RUQMOD/AMEMBASSY DOHA 606
RUQMHR/AMEMBASSY TEHRAN 2601
RUESRS/AMEMBASSY CARACAS 187
RUTALS/AMEMBASSY LAGOS 204
RUKOBT/AMEMBASSY JAKARTA 229
RUFHLC/AMEMBASSY LIBREVILLE 31
RUESQT/AMEMBASSY QUTTO 55
RUQMGU/AMEMBASSY ANKARA 45
'RUGMAT/AMEMBASSY ATHENS 1417
RUDKEBQ/AMEMBASSY BERN 83
RUFHOL/AMEMBASSY BOKN 599
RUFHBS/AMEMBASSY BRUSSIS 451
RUDKPNQ/AMEMBASSY . COPENHAGE, 50
RUFHDB/AMEMBASSY DUBLIN 18
RUDTC/AMEMBASSY LONDON 4004
RUFHBG/AMEMBASSY LUXEMBOUR 13D
BFHVMD/AMEMBASSY MADRID 116

RUDKSNQ/AMEMBASSY OSLO 37
RUEHOT/AMEMBASSY OTTAWA 97

RUPNPS/AMEMBASSY PARTS 1915
RUFHRO/AMEMBASSY ROME 1008
RUDKFMQ/AMEMBASSY STOCKHOLM 40
RUDKGPQ/AMEMBASSY THE HAUE 136
RUEHKO/AMEMBASSY TOKYO 368
" RUFHAU/AMEMBASSY VIENNA 235
RUEHBAZ/AMEMBASSY WELLINGTON 13
RUEHCR/USINT BAGHDAD 3102
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BRUSSELS ALSO FOR USEEC, PARIS ALSO FCR USCECD

K¥.0. 11652: GDS
TAGS: ENRG OPEC SA
SUBJECT: OFEC PRIJE DELIBERATIONS

HEF: STATE 266410

|. SUMMARY. EMBASSY CONCURS WITH REFTEL FROPOSAL NOT TO
APPROACH HIGHEST LEVELS OF SAG UNTIL AFTER BLUMENTHAL VISIT.
HOWEVER, FOR A VARIETY OF INTERNAL AND EXTERNAL POLICITCAL AND
F'CONOMIC REASONS, THE SAUDIS WILL PROBABLY BE MUCH MORE RECEFTIVE
0 COUNSELS OF PRICE MODERATICN THAT TO A SERIES OF ARGUMENTS
DESIGNED TO PERFETUATE A PRICE FREEZE. END SUMMARY.

|. THE EMBASSY CONCURS THAT NO APPRCACH SHOULD BE MATE

T0 KEY SAUDI CFFICIALS UNTIL AFTER THE VISIT BY SECRETARY BLUMENTHAL.
ONLY IN LIGHT COF THE RESULTS OF THIS VISIT CAN A PRESENTATION

BE DESIGNED FOR MAXIMUM IMPACT ON SAUDI THINKING.

. IT IS OUR IMPRESSION THAT THE SAQ HAS NOT YET
FIRMLY FTXED ON A POLICY POSTTION REGARDING OPEC OIL

PRICING FOR THE DECEMBER OPEC CONFERENCE, AND THEREFCRE,

WILL BE OPEN TO ANY POINTS WE MIGHT MAKE. HOWEVER, BECAUSE

OF THE CONSIDERATIONS DETAILED BELOW, THE EMBASSY FEELS THAT THE
SAUDIS WILL RESPOND MORE FAVCRABLY IF THE UNITED STATES URGES
MODERATTON RATHER THAN ADVOCATING NO INCREASE AT ALL.

3. IN RECENT PUBLIC AND PRIVATE STATEMENTS

SENIOR SAUDI CFFICTALS HAVE TNDICATED THAT AT LEAST SOME INCREASE
IS BEING SERTOUSLY CONSIDERED. THESE STATEMENTS IN LONDON,
DEPUTY PETROLEUM MINISTER AL-TURKI'S STATEMENT LAST WEEXK TO
USEO/RTYADH OFFICERS, AND PRESS REPORTS ON YAMINI'S VISIT

10 CARACAS WHERE HE STRESSED THAT OPEC UNITY AND STRENGTH WILL
BE DEMONSTRATED AT THE ABUD DHABI MEETING.

4. COPEC UNITY HAS ALWAYS BEEN A MAJCR SAUDT OBJECTIVE.
THE PRICE SPLIT WHICH OCCURRED IN THE FIRST HALF OF 1977

WAS AS TRAUMATIC FOR THE SAUDIS AS IT WAS FOR THEIR OPEC PARTNERS,
AND ITS RESOLUTION DID NOT RESULT IN A CLEAR-CUT VICTORY WITHIN
OPEC FOR SAUDI ARABIA. WE BELIVE IT IS WLIKELY THAT THE

61.



SAUDIS WOULD AGAIN JEOPARDIZE BOTH THEIR
PRESTIGE AND THEIR LEATERSHIP ROLE WITHIN OPEC FOR A PRICE
FREEZE AT THIS TIME.

5. THE SAUDIS ARE WELL AWARE OF BOTH THE DETERIORATING BALANCE

QF PAYMENTS POSITION OF THEIR OPEC PARTNERS, AND THE PROBLEMS THAT IN
DECLINE OF THE DOLLAR HAS CREATED FOR THOSE OPEC STATES WHOSE

MAJOR TRADING PARTNERS' CURRECNIES HAVE APPRECTATED AS RESULT.

THEY HAVE PROBABLY ALSO CALCULATED THAT THEY CAN EXPECT FAR LESS
HELP FROM IRAN IN HOLDING THE LINE ON PRICES NOW THAT THE SHAH HAS
BEEN FORCED TO COBSIDER CUTBACKS IN MAJOR DEFENSE AND
ENERGY-JELATED PRUCHASES TO OBTAIN FUNDS NEEDED 7O MEET DOMESTIC -
DEMANDS.

6. ANOTHER FACTOR WHICH WILL INFLUENCE THE SAUDIS IN FAVCR OF
A PRICE INCREASE IS THETR OWN CURRENT BUDGETARY PROBLEM.

THE SAG HAS RECENTLY DRAWN ON FOREIGN RESERVES TO MEET BUDGETED
EXPENDITURES AS WELL AS REDUCING BY FIAT DOMESTIC PROJECT
EXPENDITURES BY THIRTY PERCENT. THE SAG APPEARS RELUCTANT TO
CONTINUE SPENDING OUR OF RESFRVES. WITH THE PRESENT WORLD OIL
SURPLUS, THE ALTERNATIVE OF INCREASING OIL SALES TO MAKE UP THIS
BUDGTARY SHORTFALL COULD CNLY BEACCOMPLISHED AT THE EXPENSE OF
OTHER OPEC MEMBERS. HENCE A FRICE INCREASE ON PRESENT VOLUME
LEVELS APPEARS TO EE PREFERABLE.

7. THERE ARE ALSO POLITTCALLY VALID REASONS FOR THE U.S. )

TO COUNSEL PRICE MODERATION. - RESPONSES FROM OTHER POSTS TO REFTEL
INDICATE THAT WE RUN THE RISK OF ISOLATING OURSEIVES FROM OUR
OECD PARTNERS BY RESOLUTELYSINSISTING ON A PRICE FREEZE.
FURTHEFMORE, IF THE SAUDIS FEEL THAT THE UNITED STATES IS BEING
UNREALISTIC ON THE PRICE ISSUE AND UNRESPONSIVE TO THEIR CONCERN FCh
QPEC UNITY, OUR ABILITY TO CONDUCT A MEANINGFUL DIALOGUE ON A

WIDE RANGE OF KEY ISSUES RANGING FROM MIDDLE EAST PRACE
NEGOTTATIONS TO ENCOURAGEMENT OF EXPANSION OF LONG-RANGE CRUDE

OIL PRODUCTIVE CAPACTIY IS LIKELY TO BE WEAKENED.D

8. FINALLY, WE SHARE KUWATT'S CONCERN THAT OPECT MIGHT OFT FCR A
SYSTEM OF SMALLER PERTIODIC PRICE INCREASES IN THE FUTURE .

YAMANT HAS ALREADY AGIUTED TO THIS POSSIBILITY, AND IF THE SAUDIS
"HOLD THE LINE" ONCE MORE AT QUR RBJUEST, THE QUID PRO QUO TEMANCED,
BY THE OTHER OPEC MEMBERS MAY BE JUST SUCH A SYSTEM. THIS,
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FOR AMBASSADER SULLIVAN FROM szcnmnv awmmm. : g
EO, 116523 GDS o
TAGSs OVIP (BLUMENTHAL V MICHARL) RSO -
SUBJs SECRETARY BLUKENTHAL'S VISIT = CRU 2

9 GAM

REF.:. A) TEHRAN 11292 B) TEHRAN 11£23

te WHAT IS YOUR CURRENT VIEW TO MY -BRINGING ENTIRZ
DELEGATION INCLUDING SECRET SERVICE WITH ME T0

TEHRAN IN LIGHT OF YOUR ASSESSHMENT OF GURRENT SITUATION?

1F Y0Q BELIEVE A SMALLER DELEGATION 1S PREFERABLE, I

WOULD BRING THESFOLLOWING PERSONS: ASSISTANT SEXJETARY

C FRED BERGSTEN, MY EXECUTIVE ASSISTANT RICHARD FISHER,

PLUE THE CODEL. (SEN LUGAR, CONGRESSMEN CAVANAUGH, NYDE.SSTAN‘ION).

- 2o TRAVELING PRESS MAY ELEGT TO HAVE ONK REPRESENTATIVE FRUM

AMONG THEM ACCOMPANY ME (NAME TO BE PROVIDED) , - WOULD EMBASSY
BE ABLE TO ASSIST ®RESS PERSON? - TRAVELING PRESS PERSON wouLR
NOT REPEAT NOT ACCOMPANY ME T0 MEETINGS.D

3. 0iiCZ 1 HAVE YQUR RESPONSE, WE WILL PROVIDE AS_AE NEW ETA.

ANTICIFATE APPOINTHENT TIMES WILL BE A?FECTED.uEs_t

BT
8160
COIFIDENT 1AL
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TAGSs SOPN, SOCI, SA £c2
ROJ: SAUDI SUPPORT FOR THE SHAM . _ Ce0a

ie AL~JAZIRA DAILY OF RIYADH FRON~PAGE ON SAT. 8
JANS, 1973, THICKER TNAN USUAL KEADING TITLED “THE

X1naDot auftounces 1Ts SUPPORT FOR THE REGIHE OF THE

8KAH OF IRAN,”

2. AL- JAZIRA CLALMS THAT 11‘ HAD, FOR THE SECOND TIME
IN LESS THAN A WEEK, ACQUIRED AN EXCLUSIVE INTZRVIEW WITH
Ta'ssrgng PRIHCr. EPﬁODYING AN IMPORTANT POLITICAL :

A [«

3, THI EXCLUSIVE INTEIRVIEW WITH THE CROWN PRINCE
CLICITS THE FOLLOWING RESPONSES TO QUESTIONS POSED BY
TAE NZUSPAPZR CORRESPONDENT:

A. "WE SUPPORT EVERY REGIME THAT ENJOYS LEGITIMACY 1N
ITS COUNTRY AND THE REGIME OF THE SHSH RESTS ON SUCH
LECITINMACY,”

8. " THE BLODDY EVENTS IN IRAN SERVE ND INTEREST EXCEPT
THAT OF THE ENEiw. AND WE HOPE THAT THE IRAHIANS WwouLD
PUT AN END TO THOSE EVEWNTS BY THE/SELVES,.”

C, THE CONTINUATION OF WHAT 1S HAPPENING IN IRAM WOULD
YHAZATEN TAE FUTURE OF POLITICAL STABILITY IN BOTH THE
QULF AND'THE ICDLE EAST REGIONS,™

4. THE CROWN PRINCE BY WAY OF ELABORATION MADE THE
FOLLOWING ADDITIONAL POINT3 * THE PRESENT SITUATION IN
» DOES NOT £IEVE THE INTERESTS OF THE IRANIANS
SILVES NG3 INDEED THE INTERESTS OF ISLAM OF THE
SLILINSW™ BASIN CURSELVES ON TilE FACT THAT THE SHSH,

AS JE SALD, ELJoYS THE LEGLTIMATE STATUS, THERE IS #d
LouBY THAT WE SUPPORT HIS STATUS AND HIS PP:.SENCE.

-
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5. 1N A FRONT PAGE EDiiORIAL OF THE SAME DAY, L= JAZIRA yuciasorfd
CO.UIZNTED 03 CROWN PRINCE FAHD'S CALITY AND PRECISION |
LISCRENLSLE Ll HIS EXCLUSIVE STATEMENTS MINTIOUID ABOUVE. PAGE TWO )
THL PAPLA EPHASIZZD TAE KIJGDOK'S CONSTANT POLICY OF 4§
DISTINGUISHING 3ETJZEL WAAT IS ZSSENWTIALLY AN INTERWAL

WATIZR FOR ANY COUNIRY"AND WHAT GOES BEYONL THE BORDERS 194
GF THEIR COUNTRY. T:E NEWSPAPER EMPHASIZED THE KINGDOM'S

CIUSTANT CARZ TO MAINTAIN IN ZVERY CIRCUKSTAWCES GOOD

i.LATIONS 43T ONLY wITH REGIMZS THAT REST ON LEGITIMACY

3UT ALSO WITd THZ PEOPLES OF THOSE REGIMES.

Se AL=JAZIPA MAIWTAINED THAT 3ASING HIMSELF ON THE
AKINGDON"S LILIZF TAAT GROWTH AND DEVELOPMENT wOULD
LOT COMZ ABCUT NOR 3£ THE LOT .OF ANY PEOPLE EXCEPT
IN CIRCUMSTANCES OF STCURITY, PEACE AKD STABILITY,
CROWN PRINCE FAHD APPEALED TO THE IRANIANS TO DEAL
WITH THE SITUATION THEMSELVES AND DO AWAY WITH THE
DIFFZRENCEC WHICH HAVE LED UNFORTUNATELY TO SUFFERING
AND 3LOODSHED FELT 3Y EVERY IRANIAN.

7+ AL=JAZIRA EMPHASIZED THAT THE FORCE OF ARMS IS

NGT ALWYS. WOR IWNDEZZd SHOULU IT BE AT AMY TIME, THE

G2THUD FOR PEZOPLES AND LEADERS TO SOLVE THEIR INTERNAL
P=03LEZMS, TrZ HEUSPAPZR SIHGLED QUT AS AN EXAFPLE PAR
CACCLLANCE THE SADS EXPERIENCE OF LE3ANCN WHERE TENS

OF TaOJUSAND OF LEBANISE WERE KILLED AHD HUNDREDS OF
TAQUSAIDS HIRE WOUNOID OR DISPERSED, NOT TO SPEAK OF

THZ ULV, DISTRUCTLOH, AND'ECONOMIC COLLAPSE WITH WHICH THE
LESANWESE PZOPLE ALORZ HAVE 3ZEN BURNT,

Je 1N CONCLUSION, AL-JAZIRA OPINVS THAT IN VIEW OF IRAN'S
LISTracIIvs PObITIOV REGIONALLY AND INTERNATIONALLY FOR
T.ic PURPOSE OF POLITICAL, ECOLONIC OR MILITARY STARTEGY
PLAKNING, PEZACEZ AND SECURITY IN IRAN ARE VITAL F27 THE
S.CURITY 44D TRANQUILITY OF T#Z GULF AND WIDDLE EAST
ARZAS. ® NO o2 SAVI THE LRAWIAN PEOPLE, THEIR ZFPYROR
ALY TAEIR GOVERNHENT CAN DO AJQVTRING TO SICURE SZCURITY
PZACZ AND ST.3ILITY FOR 1RAN AND ITS.PEOPLE AND CONSEQU-
ENTLY FOR TIZ ASPECTS OF THE SITUATIOV IH THE GULF AND
TdC WdCLE JIDCLE EAST. "
UEST

3T
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W  ESA4OUBRAGBL SECRET
00 RUQMHR
DE RUEHC 6433 0100348
ZNY SSSSS  2ZH
0 100158Z JAN 79
FM SECSTATE WASHDC
TO RUQMKW/AMEMBASSY KUWATT IMMEDTATE 5242
RUQMAM/AMEMBASSY MANAMA TMMEDIATE 3003
RUQMOD/AMEMBASSY DCHA IMMEDIATE 7958
RUQMBI/AMEMBASSY ABU THABT IMMEDIATE 2340
RUQMMT/AMEMBASSY MUSCAT IMMEDIATE 6866
HUQMNS/AMEMBASSY SANA TMMEDIATE 1254
RUQUHR/AMEMBASSY TEHRAN IMMEDIATE 9383
HUSBQD/AMEMBASSY ISLAMAHAD IMMEDIATE 3118
RUQMBE/AMEMBASSY BETRUT IMMEDIATE 6310
HUEHAM/AMEMBASSY AMMAN IMMEDIATE 6947
KUEHDM/AMEMBASSY DAMASCUS IMMEDIATE 2638
RUEHCR/USINT BAGHDAD IMMEDIATE 9519 _
HUEHTV/AMEMBASSY TEL AVIV IMMEDIATE 9711
RUEHEG/AMEMBASSY CATRO IMMEDIATE 3978
RUFHMD/AMEMBASSY MADRID IMMEDIATE 6290
INFO RUQMAT/AMEMBASSY ATHENS IMMEDIATE 0334
HUQMGU/AMEMBASSY ANKARA IMMEDIATE 7401
RUDTC/AMEMBASSY LONDON IMMEDIATE 6100
RUFNPS/AMEMBASSY PARIS TMMEDIATE 5181
hJFHOL/AMFMBASSY BONN IMMEDIATE. 2033
RUEHMO/AMEMBASSY MOSCOW IMMEDIATE 5280
RUQVRA/AMEMBASSY JIDDA IMMEDIATE 6971
MUFHNA/USMISSION USNATO IMMEDTATE 2004
RUEKJCS/SECDEF WASHDC IMMEDIATE 2666
RUEKJCS/JCS WASHDC IMMEDIATE 2320
115NAAA/USCINCEUR VATHINGEN GE IMMEDIATE
10/EOBSC/USMIM RIYADH TMMEDIATE
HUCBSA/CHUSMIM DHAHRAN IMMEDIATE
IICIMAA/CINCMAC SCOTT AFB TLL IMMEDIATE
11 AAA/USCINCRED MACDILL AFB FI, IMMEDTATE
10IWIEKA/CINCSAC OFFUTT AFB NE IMMEDIATE
1UQMDH/ AMCONSUL,  DHAHRAN IMMEDIATE 2196
JMYA/USLO RIYADH TMMEDIATE 1528
wr
“ K CRET STATE 006433
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ABU DHABI PASS DUBAT
E.O0. 112065 AGDS (DECLASSIFY JANUARY 11, 1979)
TAGS: MORG, SA , US

SUBJECT: F-15 VISIT TO SAUDI ARABIA

REF: STATE 005400 (NOTAL)

1. YOU SHOULD BE AWARE THAT AT 0800 WASHINGTON TIME,
JANUARY 10, WE WILL POST FOLIWING JOINT ANNOUNCEMENT BY
THE UNITED STATES AND THE GOVERNEMT OF SAUDI ARABTA OF THE
VISIT OF 12 F-15 AIRCRAFT TO THE KINGDOM MID-JANUARY. AD-
DRESSEES MAY INFORM HOST GOVERNMENTS AT THEIR DISCRETTION.

2, TEXT OF JOINT STATEMENT:

BEGIN QUOTE: AT THE INVITAION OF THE QOVERNMENT OF SAUDT
ARABIA, THE UNTTED STATES WILL DEPLOY A SQUADRON CF F-15
ATRCRAFT TO SAUDL ARABIA FOR A SHORT PERIOD OF TIME IN
MID-JANUARY. THE F-15'S WILL DEPLOY TO RIYADH, THE CAPITAL
(F SAUDI ARABIA AND WILL VISIT OTHER-APPROPRIATE ROYAL
SAUDI AIR FORCE BASES DURING THEIR STAY IN SAUDI ARABIA.
THE PURPOSE OF THE DEPLIYMENT WILL BE FOR DEMONSTRATION
OF THE F-15 ATRCRAFT.  THE VISIT IS A DEMONSTRATION OF THE
CONTINUING CLOSE RELATIONSHIP BETWEEN SAUDI ARABIA AND THE
UNTTED STATES AND OF OUR INTEREST N THE SECURTTY OF THE
KINGDOM. END QUOTE.

'3, CONTINGENCY PRESS GUIDANCE WILL BE PROVIDED SEPTEL VANCE
o
#0433
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2t

RUNNVV  ESAS3IBRATIZ EE CRET
00 RUQMHR
DE RUDIC 089554 msnsq
gu; iisss gzn Y 75 Ve gt

17522 JA : g ;
PN AIEIBASSY LONDON ‘o UUUS" 2
10 RUEHC/SECSTATE WASHDC wnsnut: 3675 . :
INFO RUQNRA/AMEHBASSY JIDDA 3008 ACTION:
RUQIHR /AEMBASSY TEKRAN 3428 % , Econ O
RUFUPS/AMEMBASSY PARLIS 4639 a3
AUFHBES/AMEMBASSY BRUSSELS 6369 -
m‘ngePa/AmnsAssv THE HAGUE 9887 J e
B .
SE C R E T LONDON 20904 o
DEPT ALSO PASS DOE i 23\
wic o
USOECD 10

E0 128653 XDS~-4, IIIG/99 (MORRIS, ROBERT J). OR-E
TAGS: ENRG, SA, UK
SIEH SAUDI ARABIAN OIL PRODUCTION

l« (S - ENTIRE TEXT) SENIOR OFFICIALS OF THE SHELL
GROUP (PROTECT SOURCE AND INFORMATION) WERE IN saAuUD!
PRABIA THE PAST WEEKEND 10 SECURE AN ADDITIONAL

ALLOCATION OF CRUDE OIL. AUTHORITATIVE SOURCES IN
S{ELL REPORT THAT PETROLEUM MINISTER® YAMANI RESPONDED
THAT TOTAL SAUDI OIL PRODUCTION FOR THE FIRST QUARTER
OF 1975 WOULD BE HELD TO A DAILY AVERAGE MAXIMUM OF .
8.5 MILLION B/D. SHELL HWOTES THE CONTRAST BEZTWEEN THIS
STATEAZNT AND REPORTS CURRENT IN PIw AND ELSEWHERE THAT
SAUDI PRODUCTION IS LIKELY TO CONTINUE AT OVER 10
“ILLION B/D AS LONG AS IRANIAN PRQDUCTION IS DOwN.

2. PRESUMABLY THE SAUDIS WISH TO RESERVE THEIR OPTIONS
AS LONG AS POSSIBLE AND IN ANY EVENT WOULD HOY1 yISH TO
JBE CASUAL ASOUT REVEALING THEIR INTENTIONS. POSSIBLY
TO0 THE 'SAUDIS MAY WISH TO FAVOR THE ARA!NCO PARTMNERS .
WITH ANY ADDED SUPPLIES, BUT IF YAMANI®S STATEMENT 10
SHELL KEFLECTS A FIRW INTENTION, THEN SUBSTANTIAL
PxODUCTION CUTS WILL SOON BEZ FORTHCOMING.

BREUSTER
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NNWWV  ESBO21ERAIST

PP RUQMHR
DE RUDIC #1401 0241315
Y SSSSS ZA
P R 2413132 JAN 79
FM AMEMBASSY LONDON
TO RUEHC/SECSTATE WASHDC PRIORTTY 3934 .
TNPO RUGMRA/AMEMBASSY JTDDA 3024
RUQMHR/AMEMBASSY TEHRAN 3436
RUGMRW AMEMBASSY KIMATT 1771
RUFHES/AMEMBASSY BRUSSELS 6416
RUFJPS/AMEMBASSY PARIS 4746
RUEKHO/AMEMBASSY TOKYO 6894
FUGMDH/AMCONSUL [HAHRAN 0882
BT
SECRE T IONDON 01401

USEC
USGFCD

E.O. 12065: ¥DS-4 1/24/99 (STREATOR, E.J.JR.) OB-E
TAGS: ENRG, SA
SUBJ: SAUDI ARABIAN OIL PRODUCTION

RE: A. STATE 9771 B. LONDON 904

1. (S -ENTIRE TEXT)A SENTOR LONDON-BASED OFFICIAL IN ONE
CF THE ARAMCO CCMPANIES (PROTECT SOURCE AND INFCRMATION)
HAS PRIVATELY EXPRESSED AMAZEMENT THAT SAUDI ARABIA IS
MAKING ALL QOF -ITS CURRENT EXCESS CRUDE OIL AVAILABLE TO
ARAMCO. WHILE DELICHTED AT THIS TURN CF EVENTS, THE OFFI-
CIAL SATD HE COULD NOT UNDERSTAND THE SAUDI MOTIVATION.
'HE QUESTIONED THE SAUDIS' JUDGEMENT IN TURNING THEIR
_BAGKS ON OTHER CUSTCMERS IN SUCH TIMES OF NEED.

2. IN CONTRAST TO THE SHELL IMPRESSICN RELATED IN REF
(X, T™HE OFFICTAL , RECENTLY RETURNED FRCM SAUDT ARABTA,
DOUBTED WHETHERTHE SAUDIS WOULD BE RTGHT ON A QUARTERLY
BASIS ABOUT THE. 8.5 MILLION B/D ANNUAL AVERAGE OUTPUT

TARGET, AT LEAST AT THIS STAGE. BUT HE DID RETTERATE

.70




WMETHING WHICH NO DOUBT EMBASSY JIDDA AND WASHINGTON
AMJENCIES FEAR FREQUENTLY: THE SAUDIS ARE MOST UNCOMECR-
TAFLE ABOUT PRODUCING AT LEVELS APPROACHING AND OFTEN
EXCEEDING 10 MILLION B/D.

3. IT WOULD APPEAR THAT SAUDI ARABIA'S DECISION TO MAKE
SEVERAL ~ MILLION B/D OF EXTRA CRUDE OIL AVAILABIE TO
AAMCO  HAS . SOMETHING TO DO WITH SOFTENING THE IMPACT OF
THE TRANTAN SHORTFALL ON THE UNTTED STATES. 'BUS, EVEN
ME SUBTLEST SAUDL DISENCHANIMENT WITH THE UNITED STATES
WOULD SEEM TO HAVE A POTENTIAL FOR MARKED CHANGES IN U.S.
OIL SUPPLY.

WREWSTER

wr

#1401
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NNNNUV ssussamssa
RR RUQMHR
DE RUDTC #8778 123 1844 0
zanv cceee zztyt
83 18422 MAY 175 »
FM AMEMBASSY LONDON c)lﬁ’
T0 RUEHC/SECSTATE WASHDC. 7528
- INFO RUEHAM/AMEMBASSY AMMAN 1983 J
RUEHAD/USINT BAGHDAD 2220 -
RUEHEG/AMEMBASSY CAIRQ 2082
RUEHDM/AMEMBASSY DAMASCUS 8691
RUSBL K/AMEMBASSY KABUL 0748
RUSBQD/AMEMBASSY ISLAMABAD 9081
RUQMRA/AMEMBASSY JIDDA 3183
. RUDKBT /AMEMBASSY RABAT 2835 A
RUGMHR/ AMEMBASSY TEHRAN 3582
RUEHTV/AMEMBASSY TEL AVIV 2726

BT
CONFIDENTTI AL LONDON 28778

E.O0. 129653 RDS-4 5/2/99 (BINNS, JeRe) OR-P
TAGSs PEPR SA UK
SUBJECT:s ACTIVITIES OF SALIM AZZAM

le (C ~ ENTIRE TEXT) SALIM AZZAM, SECRETARY GENERAL
OF THE ISLAMIC COUNCIL OF EUROPE, HAS BEGUN TO BE VERY
BUSY IN LONDON. HE HAS HAILED THE LIBERATION OF IRAN,
EXCORIATED THE EGYPT/ISRAELI TREATY, CALLED FOR THE
OVERTHROW OF PRESIDENT SADAT, WORRIED TO TKE PRESS ABOUT
COMMUNIST PERSECUTION OF THE AFGHANS, AND, ON APRIL 26,
ANNOUNCED HE HAD SET UP A COMMISSION TO IDENTIFY AND
SOLVE THE PROBLEMS OF 225 MILLION MOSLEMS LIVING IN
MINORITY COMMUNITIES., NOW, WE ARE TOLD BY OUR EGYPTIAN
COLLEAGUES, HE IS5 ORGANIZING MEETINGS IN LONDON ON

MAY 23 AND 27 TO DISCUSS "L IBERATION OF THE IsLAMIC
WORLD.™ SENIOR RELIGIOQUS FIGURES FROM IRAN AND SAUDI
ARABIA WILL ADDRESS THE CONFERENCES, WHICH ARE APPAR-
ENTLY DESIGNED TO EMBARRASS EGYPT YET AGAIN IN THE WAKE
OF THE ISLAMIC CONFERENCE IN FEZ.

2. AZZAM CONTINUES TO BE ACCREDITED TO HMG AS A
MINISTER OF THE SAUDI EMBASSY (FOR PUBLIC L AFFAIRS).
HE' IS, HOWEVER, AN EGYPTIAN BY BIRTH AND IS RELATED
16, AZZAM PASHA., WE ARE TOLD HIS RELIGIOUS VIEWS ARE
REMARKEDLY CONSERVATIVE (HE MAY BE AN IKHWAN MEMBER).
HIS SISTER MARRIED INTO THE SAUDI ROYAL FAMILY,

3« SINCE THE ACTIVITIES LISTED ABOVE SEEMED UNUSUAL
TO SAY THE LEAST, FOR A SAUDI DIPLOMAT, EMBOFF RAISED
AZZAM®S DUAL MANDATE WITH THE FCO IN AN INFORMAL CHAT.
THE BRITISH, EMBOFF WAS TOLD, HAD COME TO THE SAME
CONCLUSION. SINCE THE PRESENT SAUDI CHARGE IS NOT A
FORCEFUL CHARACTER, THE FCO HAS DECIDED TO APPROACH
THE SAUDIS IN JIDDA., IT MAY BE, AS THE FCO MIDDLE
EAST DEPARTMENT SUSPECTS, THAT THE SAG IS SIMPLY NOT
AWARE OF THE EXTENT OF THEIR MINISTIER'S EFFORIS ~-
HIS WARM WELCOME FOR THE NEW "IRANIAN REPUBLIC" SEEMS
UNLIKELY TO HAVE BEEN INITIATED IN RIYADH.

BREWSTER
BY
#8778
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SNNNVV  ESASS1BRASSS ' :j

PP RUGMIR
08 RUEKC #6178 1281144

INY ccCcCC ZZH

P 8804142 MAY 79 ,

M SECSTATE VASHDC My 13 z
INFO ALL WEAR EASTERN AND SOUTH ASIAN DIPLOATIC POSTS PRIORITY
2

CONFIDENTI AL STATE 116178 ),
Ps L

FOLLOWING REPEAT JIDDA 3438 ACTION SECSTATE INFO ANKARA

CONAKRY DAKAR JAKARTA KUALA LUMPUR WOGADISCIO MAY 2 ‘“\ 67
QUTE CONFIDENTI AL JIDDA 3439 Q

DEPT PASS ALL NEAR EASTERM & SOUTH ASIAW POSTS 6(?0 P
.0, 120831 XDS-1 5/2/89 caum.s M. GORDON) OR-M

TAGS: PEPR, PORG, SA, EG Q F
SUBJECTs () SAUDI ARABIA AND THE ISLAMIC CONFERENCE

REFs JIDDA 3297 . l/tl’t

le (C = ENTIRE TEXT).

8. DURING MAY_ | MEETING, EMBASSY POLITICAL OFFICER DIS-
CUSSED FEZ ISLAMIC C_OIFiRIW! WITH MFA EASTERN AFFAIRS DIR-
ECTOR AHMAD SIRAJe SIRAJ SAID THAT SAUDI ARABIA WAS SEND-
ING A STRONG DELEGATION COMPOSED OF FIVE FOREIGN MINISTRY
OFFJCIALSt FOREIGN MINISTER PROINCE SAUD, DEPUTY FOREIGN
MINISTER ABD AL-RAHMAN MANSURI, DIRECTOR OF INTERNATIONAL
ORGANIZAT ION AFFAIRS, SAMIR SHIHABI, DIRECTOR OF INFORMA~
TION AFFAIRS ABBAS GHAZZAWI , AND DIRECTOR IF ISLAMIC
AFFAIRS SHAYKH AHMAD MUBARAK. BECASUE OF SHORTAGES IN
SPACE IN FEZ, MOROCCANS HAVE ASKED THAT ALL DELEGA-
TIIONS BE LIHITIZD T0 FIVE.

3. ON THE QUESTION OF EGY NMEMBERSHIP, SIRAJ SAID

THAT SAUDI ARABIA WAS LEG ‘Bouwd 10 0£SERVE THE DECI-
S1IONS OF THE BAGHDAD CONFERENCE. HE SAID THAT IF EXPLICIT
QUEST ION OF EXPULSION OF EGYPT EVER COMES TO VOTE, SAUDI
ARABIA CANNOT BE EXPECTED TO BREAK VITH ARAB CONSENSUS,
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4. SIRAJ-ADDED THAT HE Wik BEST MAY.10.-PREVENT THE
$XPLIL TN OF EGYPT WAS TG NAVE A NRRRS SATES RESIST
SUCH A MEASURE ON THE BASIS OF DEFENSE OF THE ISLAMIC CON-
FEREMCE CHARTER. (COMMENT: THAT CHARTER HAS NO PROVISION
FOR EXPLUSION OF ANY MUSLIM STATE FROM 18LAMIC CONFER-
ECE AND SAYS THAT EVERY MUSLIM STATE 15 RLIQIBLE TO JOIN

HE COMFERENCE. ON TKIS 1T CA¥ BE THAT
}‘fm‘ CAWNOT B EXPEIARD et Aty 1 ,mnﬁv;’ﬁmm.m

“3¢ SIRAJ SAID THAT NO ARAB STATE CAN BI EXPECTED TO RAISE
“BUCH AN ISSUE , BUT THAT IF ENOURM ‘NON~ARAB STATES RAISE
SER10US OBJECT foNS BASED ON DEPENSE OF THE ISLAMIC COMFER-
SNCE CHARTER, SAUDI ARABIA COULE MELP PREVENT THE EXPLUSION
ISSUL FROM COMING TO A VOTE ON THE GROUNDS THAT SUCH A VOTE
WOWLD DAMAGE ISLAMIC SOLIDARITY. = - .

6o POLITICAL OFFICER \POINTED OUT THAT NON-ARAB STATES

WERE UNLIKELY TO UNDERTAKE SUCH AETEP ON THEIR OWN WITH-

OUT ARAB SUPPORT, AT PREVIOUS ISLAMIC FOREIGN MINISTERS °
CONFERENCES THE NON~ARAB STATES MAVE BEEN UNWILLING TO

OET INVOLVED IN ARAB QUESTIONS AND HWAVE GENERALLY GONE

ALONG WITH RESOLUTIONS, WO MATTER HOV. EXTREME, WHICH THE ARAB
STATES PROPOSED, SIRAJ ADMITTED THE EXISTENCE OF TMIS
PROBLEM, BUT SAID THAT IF SUCH STATES AS PAKISTAN, INDONESIA,
MALAYSIA, SENEGAL, OR GUINEA WOULD RAISE ISSUES oF CHARTER
AND mocibm:. A COMPROMISE MIGHT BE POSSIBLE, HE

NOTED THAT THERE WASHO CHANCE OF IRAN®S BEING HELPFUL.

7. COMMENTS AT 1978 DAKRA ISLAMIC FOREIGN MINISTERS
CONFERENCE .MON-ARAB NATIONS SAT OB THEIR HAND WHILE PLO
AND ITS ALLIES RAN THROUGH THE MOST EXTREME RESOLUTIONS

ON MIDDLE EAST QUESTIONS AT THIAT CONFERENCE OMLY EFFEC-
'TIVE ACTION BY MODERATES OCCURRED IN HORM OF ARFICA DEBATE,
WHEN SOMALIA, SAUDI ARABIA, SUDAN, AND IRAN FELT THEIR
VITAL INTERESTS WERE AFFECPED, ALTHOUGH LT MAY BE WORTH

A TRY, IHE ISSUE OF DEFENSE OF THE 15LAMIC CONFERENCE
CANRTER WILL PROBABLY NOT MAVE SUFFICIENT FORCE 10 CREATE EFFECTIVE
RESISTENCE TO ATTENPTS TO EXPEL EGYPT FROM THE CONFERENCE.
IF THE VITAL INTERESTS OF TME WON-ARAB WATIONS ARE NOT
AFFECTED IT 1S UMLIXELY THAT TNEY WILL GET INVOLVED

IN WHAT THEY CONSIDER AN INTRASARAB DISPUTE.

DANIELS,
UNQUOTE VANCE
Bt
#6178
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FILE DESIGHATION
_CONFIDENTIAL ~~ __A:32

Originet to be Filed in Deconratized Files.

2 AR
S R R T T ' Department of State
rd
INFO: Embassies Ankara, Jakarts, Kuala Luspur, Lagos,
(:‘/ S'f/ 5[‘5 USLO Riyadh, Amconsul Dhahren "

E.O. 12605: GDS 5/15/85 (Limbert, John) OR-P

oo ...'... FROM  : \smbassy Tidda DATE: MAY 21, 1979

N ‘“' suufcr i Saudi Arabia: Forces or Limixe

il B B ;ﬁs .. : DEPT PASS ALL NEAR EAST & SOUTH ASIAN POSTS

o e acn Jidda 3379 (WOTAL) .
] A « l

[ SUMMARY. Recent government measures taken to enforce sg:

- i Zaudl Yslamic practices have not sddressed basic sociag;‘
wasesTeD NV" ton issues in the Kingdom, Actioms against the most obvio
manifestations of westernization way not be sufficient
to resist strong forces of soctal cgmgc. These forceE
include such phenowens as continued foreign education —
for large numbers of Saudis, the posaible introduction
of compulsory wmilitary servica, corruption in high levals
of the society and the continuing need for a latge for-
eign presence to operate and maintain an ificressingly
AT AQuT N ophisticated economy. Al:houih the Saudi Goverument
10 _fasuon| inis. pagiel?” may continue taking such superficial measures as banning
i Muslim children from international schools and banning
L - mixed bathing im Jidds hotel swimming pools, the govern-
| ment may not be sble-to-resist or control the deeper
- currents bringing sdc¢ial chenges to the Kingdom. End
summary. ’

R1L 1l
-2 A
PRYEN TYA]Y

INTRODUCTLON

In reftel we argued thar the phrase "Islamic revival”
uid not LYply o Saudi Arsbia wherc Islam is in no need
of revival. This message expands that argument to

‘F‘A T examine some basic forces in Saudi society which are
’ bringing social changes to the Kingdom. The recent

e i< actions of the government in emforcing public obser-

S T W " Nance of Saudi Islamic custom appear to us to address

only the most superficial manifestations of social
change without addressing more basic issues and

o .
o023, A
TN b0 TLinberihby ; i : j

—— s s (dral POL : pe. draft) © .-
o POL/MIL:MGHsmbley (draf)  DAQ:Rlswrence (dcaft)
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problems created by the rapid economic development of the
Kingdom.

Recent measures intended to preserve the Islamic traditions
Saudi Arabia are mostly ineffective attempts to stop a strongf
and deeper current in the opposite direction. The Saudi gov4
ernment has no coherent policy for dealing with perceived 1
threats to traditional society and remains divided over its d
social priorities. The government has responded to these th
by a series of temporizing measures which will not deal with
the forces for change but which will, it hopes, placate the
religious conservatives.

In spite of the government's attempts to impose a Wahhabi ve#
sion of Islamic orthopraxy on the Kingdom, there are basic j
forces at work for social change--forces which the governmenty
has been unable to resist.

FOREIGN STUDY

Although the immediate social effects of foreign study are
debatable, there is little doubt that prolonged exposure to
Western patterns of thought and behavior by large numbers o
voung Saudis will influence their attitudes toward their soc
iety. It is not necessary to be a radical to see room for p
gress and reform in the Kingdom. Although the government is:
taking steps to restrict foreign study to graduate students
and specialized trainees and to keep undergraduates in the
domestic universities, there is no evidence of an overall
decrease in the numbers of Saudis studying abroad. Although:
encouraging students to take their families abroad may help
voung men resist the grosser temptations of 42nd Street, th
students will still be exposed to influence of the less obt
sive Western ways.

There are presently about 10,000 Saudi students in the United
States under Ministry of Higher Education sponsorship. 1In
addition there are another estimated 3,000-5,000 students

under the sponsorship of such organizations as Saudi Arabian

Airlines, the Ministry of Defense, and the Ministry of Interi
Although these numbers are not large in relation to the Saudd
population, on completion of their studies members of this
group are likely to assume positions of considerable influend
in the society. As this group grows in size and influence,
it could become a force for change, if not social or politica
then at least in'the fields of operation and management. :

g5 6 W 11 W 6
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CONSCRIPTION

Although there is nothing strictly un-Islamic in introducing
a military conscription system to Saudi Arabia, the military
authorities involved have had to defend themselves against
charges of theolo%ical innovation (ibtida'), a heresy in
orthodox Islam (cf. 78 Jidda A-77). Conscription could mean
a social change of considerable magnitude when young Saudis
ire expected for the first time to render some service in
return for government generosity. Although many Saudis wel-
come conscription as a methed of instilling a sense of dis-
cipline, duty, and purpose in the young, these sentiments
may not be shared by the young people themselves. Although
details of the plan have not been released, there could be
froblems if conscription is seen as favoring one social group
at the expense of another.

CORRUPTION

The recent manifestations of concern for public morality,

with tougher sentences, including flogging, for morals ocffen-
ses, have not dealt with the more basic social problem of
corruption. Although news of misbehavior of princes and high
officials is carefully kept out of the local .press, the increa-
sing availability of news from foreign sources has overcome

all actempts at censorship. Holes in foreign newspapers

arouse curiosity, and intact copies of such papers smuggled
from abroad are read eagerly.

In an earlier study (Jidda A-4) we noted that the Saudi royal
family was not generally perceived as looting the resources
of the country for personal profit at the expense of the
ordinary citizen. Iilowever, corruption is still a problem
with serious political and social consequences. Although the
zovernment has announced anti-corruption measures, it remains
to be seen how effective these will be. 1f a perception of
official corruption and indifference were to gain currency
among large segments of the population, the basis of religious
legitimacy upon which the house of Saud rests could be under-
mined. Although the Saud family has shown an ability to

take strong measures when its power 1s threated, it is not
certain that the family possesses enough internal discipline
to control the acquisitiveness of some of its members.

1t appears that the government is still concentrating its
efforts on superficial questions of morality while ignoring
basic issues. The eventual effects of uncontrolled economic
corruption on Saudi society would be much more drastic than

the effects of allowing: for example, foreign Muslim childiren
to attend international schools. Saudi Arabia's social sta-
bility is based noton any police apparatus or on a population
terrorized into indifference, but on a high degree of consensus
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on the nature of the state, on the role of religion, and on
the value of preserving Islamic traditions. Corruption and
indifference among those leading the society could weaken
that consensus and call into question the legitimacy of th
position of the ruling family and its allies.

FOREIGN PRESENCE

-The Saudis have shown a remarkable ability to resist the
adoption of foreign ways despite the large foreign presenc
in the Kingdom. Possible explanations for this resistance
include the physical and social isolation of the foreigner
and the Saudi's self confidence that protects him from imi-
tation of the West in the manner of the Iranian §harbzadg ;
(West-infatuated). Nevertheless, the Saudis will soon face:
zome critical questions concerning resident foreigners.
The nature of the foreign presence will change as society'
economic activities evolve from building infrastructure pr
jrects to operation and maintenance of industrial, petrocheq
ical, social welfare and communications facilities. Most
observers believe that in the mnext 10-15 years the Saudi
economy will become more, not less dependent on foreigners
These foreigners will no longer be casual .construction lab
ers, but will be long-term residents of the Kingdom workin
in strategic sectors of the economy.

None of the recent '"Islamic' measures noted reftel have ha
any effect on the basic question about what kind of societ
Saudi Arabia should be in the next 10 to 20 years. If no
rational policy for dealing with the foreign presence is
adopted, Saudi Arabia may find itself permanently dependen
on a group of highly-paid foreign mercenaries to operate i
essential services. Some thoughtful Saudis are asking whe
they (the Saudis) should become a permanently umproductive
class whose main function will be signing checks for foreti
ers. However, the government's only response so far has
been limited to steps such as removing insidious Western
influences as "Six Million Dollar Man' from the local tele
vision.

CONCLUSION

The Saudi Arabian Government feels that it must maintain a
delicate balance between continuing its economic moderniza
tion program and protccting the traditional sccial structurg
of the Kingdom. It appears that in order to achieve the )
latter goal the government has taken a series of cosmetic
actions aimed at resistin; only the most obvious and super-
ficial signs of westernization. The Ministry of Interior,
the government body most directly respomsible for defendin
public morality, is involved in only the most peripheral w
with the basic issues shaping Saudi society. Unless there
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is some radical change of economic and social policy in the
next few years, the currents of social change will continue
to gather strength. If the govermnment is going to resist

or control these currents, it will need to do much more than
install darkened glass on girls' school bus windows.

DANIELS )&
W
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USICA FOR PAO: FROM PGM/PPN:
(FOLLOWING F'S MATERTAL NOT FOR PUBLICATION)
THE POLLOWING REPORT BY OSWALD JOHNSTON, HEADLINED:
"J.S. RECALLS CIA OFFICER TO AVOID RIFT WITH SAUDIS, APPEARED
IN THE L0S ANGELES TIMES OF MAY 8:  (BEGIN TEXT)
WASHINGTON--THE CARTER ADMINISTRATICN ANXTOUS TO HEAD CFF
A DAMAGING PUBLIC DISPUTE WITH SAUDI ARABIA, HAS QUIETLY
RECALLED THE CIA STATION CHTEF ATTACHED TO THE U.S. EMBASSY IN
JIDDA, U.S. OFFICIALS SATD MONDAY.
THE CIA AGENT, WHOSE IDENTTTY OFFICIALS REFUSED TO DIVULGE
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HAD BEEN MARKED FOR FCRMAL EXPULSION BY THE SAUDI LEADERSHIP,
WHICH HAS BEEN ANGERED FOR MORE THAN A MONTH BY REPORTS IN THE
U.S. PRESS OF SPLITS IN THE ARAB NATION'S RULING FAMILY.

PARTICULARLY DAMAGING TO U.S.-SAUDI RELATTONS WAS A NEWS
REPORT LAST MONTH IN THE WASHINGTON POST QUOTING UNNAMED U.S.
CFFICTALS AS EXPRESSING FEAR THAT CROWN PRINCE PAHD, VIEWED BY
SCME IN THE CARTER ADMINISTRATION AS THE PRO-AMERICAN "STRONG
MAN " (F'IME SAUDI MONARCHY MAY BE LOSTNG HIS GRIP.

THE REPORT, DISAVOWED BY OTHER AMERTCAN OFFICTALS FAMILIAR
WITH THENATURE OF SAUDL CONSENSUS POLITICS, IS KNOWN TO HAVE
STRUCK A SENSITIVE NERVE IN THE SAUDT LFADERSHIP. 'THIS
EPISODE COMES AT A TIME OF GROWING STRAIN BEIWEEN THE
UNITED STATES AND SAUDI ARABIA, THE CHIEF U.S. OIL SUPPLIER,
OVER THE AMERICAN ROLE IN ARRANGING THE PEACE AGREEMENT BETWEEN
EGYPT AND ISRAEL.

MOST MIDDLE EAST SPECTALISTS IN THE GOVERNMENT WARN THAT
THE SAUDIS SHOULD NOT BE PRESSED INTO ACCEPTING A U.S. POLICY
WITH WHICH THEY STRONGLY DISAGREE. NEVERTHELESS, THE SAUDIS
HAVE INTERPRETED SCME VOICES IN THE WHITE HOUSE, THE PENTAGON
AND CONGRESS AS CONSTTTUTING A PRESSURE CAMPAIGN TO INDUCE
THEM TO ENDORSE THE PEACE TREATY.

A NEPHEW OF PRINCE FAHD, PRINCE BANDAR BN SULTAN, WAS IN
THE UNITED STATES ON OTHER BUSINESS WHEN THE REPORT ON THE
U.S. FEARS OF A SAUDT SPLIT APPEARED. SO GREAT WAS SAUDI
SENSTTIVITY THAT BANDAR WAS INSTRUCTED TO SEFK ASSURANCE FRCM
ADMINTSTRATTON HIGHER-UPS THAT AN OFFICIALLY SANCTIONED ANTI-
SAUDL CAMPAIGN WAS NOT UNDER WAY.

IN SAUDI ARABIA, MAJOR NEWSPAPERS DO NOT PUBLISH. REPORTS
OF SENSITIVE FOREIGN POLICY ISSUES WITHOUT OFFICTAL
SANCTION.  APPARENTLY, MANY OFFICIALS IN RIYATH, THE CAPTTAL,
HAVE DIFFICULTY BELIEVING THAT A REPORT IN A MAJOR AMERICAN
NEWSPAPER COULD BE CARRIED WITHOUT THE ENDORSEMENT OF THE U.S.
1{OVERNMENT,

SAUDI DISPLEASURE FOCUSED ON THE CIA-STATION CHIEF, U.S.
OFFICTALS SAID, BECAUSE HE WAS KNOWN TO HAVE BEEN MAKING
INQUIRIES ABOUT THE EXTENT CF DISSENTION AMONG THE FOUR BROTHERS
WHO DOMINATE THE RULING FAMILY: KING KHALETD AND PRINCE FAHD
(BOTH OF WHOM ARE KNOWN TO BE IN BAD HEALTH), AND PRINCE
BT
#Q347
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ABDULLAH AND PRINCE SULTAN.

ANNOYANCE APPARENTLY WAS HEIGHTENED BY THE FACT THAT THE
NEWS REPORT CONTAINED REFERENCES TO INTELLIGENCE REPORTS FROM THE
CIA OPERATIVE THAT FOCUSED ON FAHD'S POOR HEALIH.

THE STATION CHIEF BECAME A TRAGET FOR RETALIATION AFTER
LEAKED VERSIONS OF HIS REPORTING EBECAME IDENTIFIED AS A SOURCE
FOR AN ARTICIE THAT THE SAUDIS FOUND QFFENSIVE.

THE INITTAL REPORT OF THE ADMINISTRATION'S DECISION TO
WITHDRAW THE CTA MAN WAS MADE PUBLIC LATE LAST WEEK BY CORD
MAYER, A RETTRED CIA OFFICIAL WHO NOW WRITES A NEWSPAPER COLIMN.

ACCORDING TO MEYER'S REPORT, WHICH WAS REPEATED OVER THE
WEEKEND BY A NEWSPAPER PUBLISHED IN KUWAIT, THE SAUDIS
INITTALLY INTENDED TO EXPEL THE STATION CHIEF AS A PERSONA
NON GRATA.
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FERARING THAT, THE EXPULSION WOULD LFAD TO AN EMBARRASSING -
PUBLIC SQUABBLE, U.S. DIPLOMATS INSTEAD NEGOTIATED A QUIET
WITHDRAWAL.

ACKNOWLEDGING THE ARRANGEMENT MONDAY, ADMINISTRATION
OFFICIALS ALSO CONFIRMED THAT THE CIA OPERATIVE IS NOW IN
WASHINGTON ON "HOME LEAVE" AND THAT HE WILL BE REASSIGNED.

ONE IRRITANT IN THE EPISODE IS THAT FEW MIDDLE EAST
SPECTALISTS IN THE ADMINISTRATION SHARE THE VIEW THAT THE
SAUDT MONARCHY MAY BE RIVEN BY DISSENSION.

THE PREVATLING VIEW AMONG SPECTALISTS, RATHER, IS THAT °
THE FOUR BROTHERS—ALL SONS OF KING ABXT. AZIZ IBN SAUD—SHARE
AUTHORTTY ACCORDING TO A SYSTEM BASED PARTLY ON SENICRITY AND
PARTLY ON CONSENSUS. ACCORDINGLY, IT IS BELTEVED THAT ANY VIEW
THAT FAHD COULD BE TAGGED AS "WASHINGTON'S MAN IN
RIYADH"IS PURE DELUSION.

MEVERTHELESS, THE SAUDI SENSITIVITY TO REPORTS OF DISSENSION
IN THEIR RANKS IS ACUTE. DURING THE SAME WEEK IN WHICH THE
FXPULSION DEMAND FIRST WAS LODGED AND IN WHICH PRINCE BANDAR
WAS SEEKING ASSURANCES IN WASHINGTON A RARE INTERVIEW SET UP
FXPRESSLY TO COUNTER THE REPORTS WAS ARRANGED BY ANOTHER OF THE
FOUR BROTHERS, PRINCE ABDUILLAH.

ACCORDING TO SOME ACCOUNTS, ABDULLAH, CCMMANDER OF THE
SAUDI NATTONAL GUARD, HAS EMERGED AS FAHD'S CHEIF RIVAL. 1IN
AN INTERVIEW DISTRIBUTED BY THE BAHRAIN-BASED GULF NEWS
AGENCY, WHICH IS CAREFULLY MONTTORED IN THE WEST, ABDULLAH
ASSERTED THAT THE MONARCHY IS "UNITED IN OPINION, SPIRIT,

(WJECTTVE AND PERSPECTIVE.... I HAVE NO EXISTENCE EXCEPT THROUGH
THAT OF MY BROTHER, HIS HIGHNESS PRINCE FAHD.
(END TEXT)

(PRECEDING FS MATERTAL NOT FOR PUBLICATION) ITEM
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SUBJ :DISCUSSION OF IRANTAN SHORTFALL WITH MINPET OFFICIALS

REF: (A) STATE 95864 (B) STATE 107272 (C) JIDDA 3544
1.C - ENTIRE TEXT.

2. USLO ECON OFFICER AND EMPASSY PETROLEUM REPORTING OFFICER
HAD HOUR LONG CONVERSATION WETH CHIEF ECONGMIST OF MINISTRY OF
FETROLEIM AND MINIERALS, .FAROUK HUSSEINI, AND SENIOR ECONOMIST
SULEIMAN  AL~-HERBISH ON MAY 6. DRAWING CN POINTS CONTATNED IN REF A
FMBASSY CFFICERS EXPRESSED CONCERN OVER VERY TIGHT WORLD SUPPLY
STTUATTION WHICH WAS BEGINNING TO SHOM UP AS ACTUAL PRODUCT SHORT-
AGES IN SOME AS WELL AS BEING THE CAUSE OF INSTABILITY IN
CRUDE OIL PRICES.

3. WHEN ASKED WHAT WAS THE SAUDT VIEW OF CURFENT IRANIAN PRODUCTTON,

' HUSSEINT REPLIED THAT THEY BELTEVED IT TO BE 4 MILLION B/D PLUS

ENOUGH FOR DOMESTIC CONSUMPTION. EMBOPYS SAID THAT, ALTHOUGH WE UNDER-
STOOD THAT TO BE THE TRANTANS' STATED GOAL AND THAT PRODUCTION HAD HIT
THAT LEVEL BRIEFLY AT LEAST ONCE, IT WAS OUR BELIEF THAT IRANIAN EXPORT
FRODUCTION WAS STTLL CONSIDERAELY BELOW THE 4 MILLION B/D MARK AND WAS
THE PRINCIPAL CAUSE OF THE CURRENT TIOHT SUPPLY STTUATTON. THEREFORE,

A COMBINATION OF SUCCESSFUL CONSERVATION-MEASURE AND CONTINUING HIGH
LEVELS OF PRODUCTION WOULD BE REWUIRED TO STABILIZE THE WORLD OIL MARKET

4, HUSSEINI EXPRESSED CONSIDERABLE INTEREST AND SOME MID SKEPTTCTSM
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OVER AMERICAN EFFORTS AT CONSERVATION IN LIGHT OF FIRST QUARTER US OIL
DEMAND AND IMPACT FIGURES CONTAINED IN APRYL 30 ISSUE OF "PETROLEUM
INTELLIGENCE WEEKLY." EMBOFFS WERE ABLE TO POINT OUT THAT, ALTHOUGH
OVERALL DEMAND HAD CONTINUED TO INCREASE, THE FIGURES ALSO CONTAINED
EVIDENCE THAT THE PRESTDENT'S PROGRAM TO SUBSTITUTE NATURAL GAS FOR
RESIDEUAL FUEL OIL APPEARED TO BE TAKING HOLD IN THAT DEMAND FOR
RESTDUAL FUEL OIL ACTUALLY DECLINED DURING THE SAME PERIOD. WE THEN
REVIEWED OTHER ASPECTS OF THE PRESIDENT'S ENERGY CONSERVATION PROGRAM,
TTS EXPECTED RESULTS, AND THAT TTS GREATEST IMPACT WOULD BE APPARENT
LATER THIS YEAR, THEREFORE, INASMUCH AS THE SUPPLY SHORTAGE WAS WITH
Us riouT fow, THE MOST IMMEDTATE NEED WAS TO REBUILD WORLD INVENTOR-
TES TO PREVENT CONTINUING SHORTAGES. HUSSEINI INTERJECTED THAT HE
AGREED THAT INVENTORIES, ESPECIALLY IN THE US, WERK ABNORMALLY LOW.

5. HUSSEINI SPECULATED THAT THE CONTINUING INCREASE IN US

DEMAND WAS THE RESULT OF FATLURE OF OTHER TYPES OF ENERGY TO BEAR
THEIR FATR SHARE OF THE US ENERGY BALANCE. ALTHOUGH HE CONDEDED THAT
GAS HAD APPARENTLY BEEN REPLACING RESIDUAL FUEL QIL, HE QUESTIONED
WHETHER THERE WERE ADBQUATE DCMESTIC GAS SUPPLIES TO CONTINUE THIS
TREND. THIS COMMENT WAS PROLOGUE TO & DISCUSSION OF SAUDI ARABIA'S GAS
GATHERTNG PROJECT, AND THE POTENTTAL FOR LPG TO PLAY A SIGNIFICANT
ROLE IN WORLD ENERGY BALANCE, HUSSEINI POINTED OUT THAT THE ESTIMATED
14 BILLION DO COST OF THE GAS GATHERING PROJECT WAS GREATER THAN THE
VALUE OF ALL THE CURRENT OIL PRODUCING PACILITIES IN SAUDI ARABIA,
THAT IGP WOULD REPRESENT A SIGNIFICANT ADDITION TO THE WORLD ENERGY
BALANCE IN THE CQMING YEARS, AND THAT PROPANE AND BUTANE HAD BECCME
UNDERVALUED IN RESPECT TO BOTH CRUDE AND NATURAL GASOLINE PRICES.
EMBASSY OFFICERS RESPONDED THAT GREAT UTTILIZATION OF LPG, AT LEAST IN
THE UNITED STATES, WAS DEPENDENT UPON BOTH COMMERCIAL AND REGULATORY
FACTORS, AND THAT WE'WOULD BE HAPPY TO EXPLORE

THESE MATTERS FURTHER WITH THE MINISTRY.

6. COMMENT: HUGSEINT APPEARED TO UNDERSTAND OUR POINT THAT WESTERN
CONSERVATTON EFFORTS ARE ESSENTTALLY LONG RUN MEASURES AND THAT
COOPERATION FROM PRODUCERS IS NECESSARY TO -BCMPENSATE FOR THE TMVED-
TATE EFFECTS OF THE IRANTAN SHOWTFALL IN ORDER TO STABTLIZE THE MARKET
AND PROVILE A CHANCE FOR CONSUMING NATTONS TO REBUILD INVENICRIES.
HOWEVER, HE REFRAINED FRCM COMMENTING ON WHAT THE SPECIFIC SAUDT
RESPONSE WOULD BE.

7. HUSSEINI'S COMMENTS ON THE ROLE OF LPG ARE INTERSTING IN THAY,THEY
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ARE THE FIRST WE HAVE ImmmmHLmAmmmm
OFFICIAL. ALTHOUGH THE PROSPECT FOR THE SALE OF LPG HAS BEEN REGULAR
SUBJECT OF CONVERSATION WITH PETROMIN PRODUCTION AND MARKETTNG
CRFICIALS, THIS IS THE FIRST TIME ‘HE ISSUE HAS BEFN RAISED AT POLICY
LEVEL. IT IS OUR IMPRESSION THAT THE MINISTRY IS LOOKING AT THE
CURRENT SUPPLY STTUATION AS A MEANS CF ENHANCING THE PROSPRCTS FOR LPG
SAIES. THIS WOULD IMPLY THAT THE SAUDI HAVE AN INTEREST IN MATNTATIN-
ING A CERTAIN DEGREE OF TIGHTNESS IN THE WORLD CRUDE SUPPLY UNTIL THE
GAS GATHERING PROJECT GOES ONSTREAM IN MID-1980. QN THE OTHER HAND,
GROWING SAUDI POLICY —-LEVEL INTEREST IN EXPANDING LPG SALES MAY
PROVIIE US WITH AN OPPORTUNITY TO BROADEN THE DISCUSSION OF FUTURE
SUADT PRODUCTION LEVELS BY INCLUDING AN ELEMENT OF SAUDI SELF-INTEREST.

DANTELS
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k.0, 12065: NA

TAGS: ECON, ENRG, MASS

"TMTECT: DISCUSSION WITH FRENCH DOM., MR. PIERRE LAFRANCE ON OIL
AND ARMS

\. THE FRENCH PMBASSY'S DEPUIY CHIEF CF MISSION, MR.
PIFRRE LAFRANCE, MET ON WEDNESDAY, MAY 16, WITH MESSES.
NCORRIS, SALOOM, AND WALXER TO DISCUSS ISSUES RELATED TO'
“AUDT ARABIAS PRESENT ROLE IN OPEC. HE ASKED IF USG
IMBASSY OFFICTERS THOUGHT THAT SAUDI ARABIA WOULD REDUCE
ARAMCO'S PRODUCTION BELOW 8.5 MILLION BARRELS PER DAY TO
™ A LEVEL WHICH WOULD REDUCE THE SAUDI 1979 DAILY AVERAGE
™ 8.5 MBD. HE FURTHER INQUIRED AS TO WHETHER SAUDI
ARARTA MIGHT EVEN CUT BACK ARAMCO PRODUCTION MORE
IWASTICALLY, THEREBY FACILITATING MORE RAPID OPEC PRICE
W:5FS, REGARDLESS -OF THE ADVERSE ECONCMIC AND POLITICAL
IMPACT OF SUCH. A CUTBACK ON SAUDI FINANCIAL ASSETS HELD
AOAD, WE AGREED THAT A DRASTIC CUTBACK WAS VERY
NITKELY AND THATIN LTEUCF A SAUDI POLICY STATEMENT,
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OUR WORKING ASSUMPTION IS THAT ARAMCO WILL PRODUCE 8.5
MED FOR THE REMAINDER OF ‘1979.

2. MR. LAFRANCE RECALIED THAT IN RECENT DICUSSIONS
WITH PETROMIN OFFICIALS THEY REMINDED HIM THAT THE
SAG'S TARGETED 1U4 MBD INSTALLED CAPACITY HAD NEVER BEEN
INTENDED AS A PRODUCTION GOAL, BUT AS CONTINGENCY
CAPACTTY FOR "EMERGENCIES".

3. MR. LAFRANCE OBSERVED THAT THE DEMAND SIDE OF THE
OIL EQUATON ISAS TMPORTANT AS THE SUPPLY SIDE FOR
AVERTING A SHORTFAIL. IN THIS CONTEXT, HE COMMENTED
THAT THE FRENCH ARE FUSHING AHEAD WITH NUCLEAR POWER.
DESPITE CONCERN IN FRANCE ABOUT THE POLICE STATE
MENTALITY THAT MIGHT EVOLVE TO COMBAT THE THREAT OF
SABOTAGE. TECHNICAL FATLURE, HOWEVER, IS NOT A WIDE-
SPREAD FEAR IN FRANCE, HE THOUGHT, BECAUSE THE FRENCH
HAVE BEEN LUCKY ENOUGH TO AVOID ACCIDENTS.

4, WHEN WE ASKED MR. LAFRANCE ABOUT OIL DISCUSSIONS
TURING CROWN PRINCE FAHD'S RECENT VISIT TO PARIS, HE
COMMENTED THAT THE FRENCH GOVERMMENT HAD REQUESTED A
RENEWAL OF FRANCE'S OTL PURCHASE AGGREEMENT WITH SAUDI
ARABIA. THE SAUDIS REPLIED THAT DISCUSSIONS OF THIS
SHOULD BE DEFERED UNTIL THE PRESENT SAUDI-FRENCH OIL
AGREEMENT EXPIRES IN OCTOEER.MR. LAFRANCE THOUGHT
THAT SAUDT HESTIANCY TO RENEW TTS OIL SUPPLY AGGREEMENT
NOW WI'TH THE FRENCH MAY HAVE BFEN MOTIVATED BY SAG
DESIRE TO RETAIN MORE OIL/FOR DELIVERY TO0 LDC'S. HE
OBSERVED THAT SEVERAL COUNTRIES, INCLUDING SPAIN AND
BANGLADESH, HAVE RENEWWED OIL SUPPLY AGHERMENTS-.yITH
THE: SAUDIS RECENTLY.

5. MR. LARFANCE CONFTFMED PRESS REPORTS THAT PRINCE
FAHD HAD DISCUSSED SAUDI PURCHASE OF FRENCH MIRAGES,
DURING THE PIRNCE'S RECENT VISIT TO PATRS. VWHEN
ASKED IF THE FRENCH ARE CONILUDING EXPLICTT AGREEMENTS
OF OIL FOR ARMS WITH THE SAUDIS ASTHEY HAVE WITH IRAQ,
HE QUIPPED THAT THE FRENCH WOLD, IF NECESARY, GIVE
THE SAUDIS OIL IF THEY WOULD PURCHASE FRENCH ARMS.
UNFORTUNATELY FOR FRANCE, HE ADDED, TT CANNOT PENE-




TRATE THE SAUDL ARMS MARKET, BECAUSE OF THE DOMINANT
US ROLE. MR.LAFRANCE CONFIRMED THAT HE FRENCH ARE
CONTINUEING THEIR VL FOR ARMS AGREEMENT WITH THE
TRAQIS.

6. COMMENT: DOM LAFRANCE'S QUESTIONS ABCUT POSSTBLE
SAG OIT, PRODUCTION CUTBACKS PRECEDED BY A FEW HOURS
MINISTER OF PETROLEIM YAMANT'S STATEMENT IN THE
WASHINGTON STAR THAT HE THOUGHT THERE WOULD BE NO
SAUDI OIL PRODUCTION CUTBACK THISYEAR. YAMANT SAID,
"I THINK {NDER PRESENT CURCUMSTANCES WE WILL KEFP .
PRODUCTTON FOR THE 9 MONTHS AT 8.5 MILLICN BARRELS
PER DAY, AND THE FIRST QUARTER WILL STAY AS IT IS,
9.5 MBD, SO THE AVERAGE, THE YFARLY AVERAGE, WILL BE
MORE THAN 8.5 MED, A LITTLE BIT LESS THAN 9.0 MBD."
DANTIELS

o
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SUBJ: ABDULLAH-BALL MEETING

1, (C-ENTIRE m.)

2. THE HONORABLE GEORGE W. BALL, PORMER UNDER SECHETARY OF STATE,
MET WITH PRINCE ABDALIAH, SECCND DEPUTY PREMIER AND COMMANDER OF THE
NATIONAL GUARD, FOR NEARLY TWO HOURS ON OCT 14. THE AMBASSADOR AND
POL/MIT, COUNSELOR ALSO PARTICIPATED. '

3. ABDALLAH WELCOMED MR. BALL WARMLY AND LISTENED WITH BVIOUSLY
GREAT INTEREST AS MR BALL DESCRTEED THE RECENT EVOULUTION OF
AMERTCAN PUBLIC OPINION ON ME SEITIEMENT AND STRATEGI ISSUES.
EMPHASIZING THAT HE SPOKE AS A PRIVATE CTTIZEN, MR BALL NOTED THAT
PUBLIC OPINION WAS BEGINNING TO DIFFERENTTATE SELFCTIVELY BETWEEN
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#.. NATIONAL INTERESTS AND THOSE COF ISRAEL. AN ACCOMPANYING
PACTOR WAS GROWING AWARENESS OF THE HITHERTO LITTLE KNOWN
FALESTINIANS AND THETR PLIGHT. A SECOND DEVELOFMENT WAS
GKOWING RECOGNITION OF A COMMONALITY OF INTERESTS SHARED
#y THE US AND SAUDI ARABIA IN THE SECURITYCF THE ARABIAN GULF.

A, ABDALLAH MENTIONED THREE HARMFUL, VYRUMORS" THAT HAVE CIRCULATED
AMONG MENATTONS FRIENDLY TO THE US: 1-~THAT PRESIDENT SADAT'S
SUDDEN INITIATIVE TO VISIT ISREAEL IN 1977 HAD RECEIVED THE
MECESSARY PRIOR APPROVAL OF THE U.S.; 2—THAT THE US AND THE USSR
WERE SOMEHOW IN SECRET AGREEMENT TO LET ARAB STATES FIGHT AMONG
TWEMSELVES, TO THE ULTIMATE ADVANTAGE OF THE SUPERPOMERS; AND
—THAT THE U.S. AND USSR HAD AGREED SECREILY TO OPPOSE ISLAM
JOINTLY. MR BALL REASSURED ABDAEFAF THAT THESE "RUMORS" WERE
N'TERLY UNTRUE.

%, AT SEVERAL POINTS, ABDALLAH URGED THAT THE USG DEMONSTRATE
¥1UOR IN COUNTERING SOVIET AND SURROGATE THREATS TO ME SECURITY.
NF, ADVOCATED A COMBINATION OF "SWINGING THE STICK" AND ACTIVE
DIPLOMACT, IN THIS VEIN, ABDALTAH (WHO EARLTER IN THE MEETING
MAD LISTENED INTENTLY TO AMBASSADOR WEST'S REVIEW OF THE
WROCCAN MILITARY STTUATION, DERIVED FROM RABAT 7148) ASKED
MR, BALL TO URGE UPON THE CONGRESS AND ELSEWHERE PROVISION
(¢ MILITARY SUPPORT TO KING HASSAN. TO BOLSTER HIS ADVOCACY
(¢ FIRMNESS IN THE GULF REGION, ABDALIAH CLAIMED THAT SAUDI
ARABIA REVERSED IRANIAN AGGRESSIVE DESIGNS ON BAHRAIN BY
WARNING TEHRAN THAT ANY TAKEOVER ATTEMPT WOULD EE OPPOSED

Ky THE SAUDIS. WEST

"

#1034
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1o WRITINZ IN "AL-MADINA™ OF JUNE 3, FEMALE COLUMNIST
SOHAYLA ZAYN AL-ABIDIN HAMMAD HAS DENOUCED THE IMMORAL
CONDUCT CF SAUDI YOUTHK IN FORIEGN COUNTRIES AMD HAS PRO-
POSED A NOVEL POLICY FOR DEALING WITH THE PROBLEN, CALL-
ING OFFSMCERS "a DISGRACE TO THEIR COUNTRY™, MS., HaAMMAD
SUGGESTS THAT SAUDI EMBASSIES ABROAD SHOULD APPOINT
INSPECTORS TO CHMECK ON MIGHT CLUBS AND SIMILAR PLACES TO
ARREST THOSE GUILTY "OF VIOLATING OUR RELIGION™. VIOLATIONS
WOULD PRESUXABLE INCLUDE DRINKING, GAMBLING, DANCING, AND
CO-MINGLINC.

2. MR. HAMMAD URGES THAT OFFENDERS, ONCE ARRESTED, SHOULD
BE RETURNED TO THE KINGDOM FOR TRIAL. THEIR
PASSPORTS SHOULD BE WITHDRAWN AND. THEY SHOWLD BE
BANNED FROM TRAVELLING FOR A CERTAIN PERIOD AS A .
PUNISHMENT .
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V. COMMENT : WE HAVE NOT CHECKED WITH YME FOREIQHN
¥INTSTRY TQ ASCERTAIN ITS REACTION TO THIS SuGcaEsSTION,
“UT THE POST OF CMIEF JNSPECTOR..IN LONDON OR PARIS
PIGHT BHOT BE A DIFFICILT ONE TO FILL+ TP THE SAHDI
DIPLOMATIC MISSIONS ARE UNABLE (OR UNWILLING) YO
UNDERTAKE THIS TASK, THEN IN THE FUTURE WE MIGHT

S¥7 MEMEERS OF THE SOCIETY FOR THE ENCOURAGEMENT

OF VIRTUE AND PREVENTION OF VICE CARRYING QUT THEIR
OUTIES IN THE NIGHT CLUBS OF HAMBURG.

4. FOREIGN TRAVEL FOR SAUDIS ACTS AS AN IMPORTANT
cPFETY VALVE TO FASE THE PRESSURES OF LIFE

AT LEAST FOR THE UPPER CLASSES, UNDER

VAHHAET AUSTERITY. THE GOVERNMENT HAS TACITLY
RECOGNIZED THIS VALUE OF FOREIGN TRAVEL AND HAS MADE
IT VERY EASY FOR VIRTUALLY ANY SAUDI TO TRAVEL ABROAD.
ONE RESULT OF THIS EASY TRAVEL IS THAT THE

LOCAL PRESS IS OFTEN FILLED WITH COLUMNS

O“NOUNCING THE IRRESPONSIBLE BEHAVIOR OF SAUDIS

A ROAD. HOWEVER, NO ONE HAS GONE AS FAR AS MR,
HAMIAD IN PROPOSING GOVERNMENT ACTION. MANY SAUDI
«OMEN PRIVATELY COMPLAIN ABOUT THE FREEDOM THEIR

*FY ENJOY OEVESEAS -- A FREEDOM WHICH IS DENIED

*0ST WOMZN, WHO ARE EITHER LEFT IN THE KINGDOM

‘R CLOSFLY CAAPERONED WHEN ARROAD,

%. IN ANOTHFR MOVE ON THE MORALITY FROWNT, “OKaZ"
WWoOJHNE T REPORTSED THAT THE MINISTRY OF COMMERCE
v+G 3AUNED TMS IMPORTS OF T-SHIRTS BEARING PICTURES
» SOPORT N TSLEVISION HEROES SUCH AS STEVE
#U TIN, BATMAN, AND MUHAMMAD ALZ.

DANIELS

iy
i
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DEPARTMENT PASS H FOR SENATOR CHILES

EsGs 128651 Y6/6/85 (BOVIY, PE(- EUQEND) OR-P

1468/ ENRG, PEPR, SA, US, OREP
SUBJECTs (L) COWERSATIOII BETIVEEN .SENATOR CHILES AND CROW?

FRINCE FAWD ¢t FAWD®S VIEWS ON OIL.
fe (C - ENTIRE TEXI®

2. SENATOR LAWMTON CHILES HAD AUD IENCES.WITH CROWN PRINCE
FAHD ON JUNE 4 LASTING MORE TNAN INO HOURS. MEETING WAS
ALS0 ATTENDED BY CMARGE, POL COUNGELOR, AND STAFF AIDES
JORDAN AMD COLLINS, THREE BASIC SOUMJECTS WERE COVERED:
RIDOLE FASTPEACE, SAUDT SECURITY, AND SAG ROLE IN DETER-
WINING OTL PRICING AN PRODUCTION. THE FIRST TwO SUBJECT
ARE REZPORTED BY SEPTEL.
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3. CROWN PRINCT FAMD TOLD SENATOR CHILES THAT sgunr AR A-
BIA MAS NO TNTEREST 1M RAISING OIL PRICES AND THa 1T Ho§
WORKED FOR SEVERAL YEARS TO KEEP QIL PRSCES D »m 3
ARABIA UNDERSTANDS THE DARGEROUS CONSEQUENCES UPF. SHARP
RIZES IN OIL PRICDS, UNFORTUNATELY,: ?lt OTHER' OPEC MENBERS
HAVE NGT KEPT THE PRICE Gumwmz-:s DED ON AT THE LaST

09%0 “ET]])!EZ‘STNSQWI MABI?, HOMEV ﬁ S‘L AB{DE BY m Aﬁ TF -
DPEC G s A0 0 ey ,
RRVIONBOALIRE § DAy BE ﬁiﬁ‘z P

CONTINUE TO WORK TO MODERATE mcﬁ mmEAsss

THOUGHT T1 WAS NECESARY T0 GO BACK TO SINGLE Huct.

HE DID NOT THINK, THOUGH, THATSAURY MRABIA COLD CARRY
THE BATTLE ALONE, IT UOULD BE - HLEPFéL TF THE CONSUMING
COUNTRIES WOULD PRESS THE OTHER OPEC COUNTRIES ON THESE
SUBJECTS. HE MAD MADE THIS POINT TO FRANCE, GERMANY, AND
ITALY DURING HISRECENT TRIP AND HE URGED THEM To GET IN
ToucH wITH THE LEADERS OF THE OTHER OPEC COUNTRIES AND
POINT OUT THE DANGEROUS CONSEQUENCIES OF A PRICE INCREASE.,
FaHD SAID THAT THE WISHED TO MAKE TWO. POINTS FOR THE SENA-
TOR. BAUDI ARABIA WILL KIGHT AN OIL PRICE INCREASE AT THE
UPCOMING OPEC MEETING., FAILING THAT, SAUDI ARABIA WOULD
APPEAL TO OPEC MEMBES TO BE REASONBLE IN ANY PRICE
INCREASE, MOWEVER , W THERE IS PRICE INCREASE, SAUDI
ERABIA WILL ALSO INCREASE ITS PRICE. IT CANNOT PERMIT
ATHER COUNTRIES TO ENJOY PRICE INCREASESE WHILE IT DOES
NOT DO S0 ALSO, THE SECOND POINT KE WISHED TO MAKE WAS
THAT 1F IT YAS WECESARY IMRAISE PRICES SAUDI ARABIA

WOULD ALSO INCREASE OIL PRODUCTIOM AS MUCK AS POSSIBLE.
HZ DID NOT KNOW BY HOW MUCH TI WOWLD BE INCREASED, BUT

IN ANY CASE HE WOLD DO. HI1S BEST. -

4. PRINCE FAWD SAID THAT ANOTHER MEERSURE FOR HE (ON-
TINUED - INGREASE IN OJL PRICES WAS THE GREED OF TME OIL
COMPANIES. HE SAID THIS 1S ONE ANEA WHERE THE WESTERN
COUNTRIES CAM HELP, DIL COMPARIES ‘HAVE TAKEN ADVANTAGE OF
THE Ofl. MARXET AND HAVE RAISED -PRITES. SENATOR CHILES
sm DIHAT THE US WS VERY CONSCIEOUS.QF TNE ROLE THAT THE

1. COMPANIES MAY HAVE PLAYED. IN THE PIRCE INCREASES. HE
sam THAT COMGRESS MaS A WIMMFALL OIN. PROFITS TAX BAILL
tEFORE IT, HE THOUGHT THEME uou.n g&a STRONG FIGHT 1M
CONGRESS BUT CONGRESS VRl PASS 1
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5. SENKTOR CHILES SAID THA WE GREATLY.APPRECIATED THE
SAIDT INCREASE IN PRODUCTION DURING THE ‘IRANIAN CRISIS.
WITHOUE THAT INCREASE. nu: WORLR . uou . HAWE BEEN IN SERIOUS
TROYBLE, WE UNDERSTAND OF -OOURSE THAY " 1) NNO
"CONT INUX SUSTAIMED. PRODUCT 108 4T
HE -HOPER, IN VIEW OF CIRRENT:
smu ARABIA OUILD DO ITS BE
HE SOTED THAY ONE FD° YHE REASOSS I MG , S0
AT THE PRESENT TIME 1S THA EVERYOMNE .1 RALD -
RESIL T8 OF THE SHORTFALL AWD nﬂum xo Hoasd o1L, IF
WL CaN GET BEYOND THE POINT TO su»uu. 17 wOULD
B BETTER. FAMD READILY AGREED,

6o COMMENT : FAHD *S STATEMENT-~ ¥ MRICES nusf BE RAISED
THE® THE SAG WOULD INCREASE O PHODUCTON .AS WUCH AS
POSSIBLE-- STANDS IN STARK CONTRABYT: 70 OIL MWINISYER YaM-
ANL*S RECENT PURLIC STATEMENTS ON METENTION OF THE €.5
¥TILLION B/D PRODUCTION CEILING FOR' THE REST OF 1979, THE
SAG MAY ENCOUNTER RESISYANCE FROM OTHER OPEC COUNTRIES
1Y ITS PRODUCTION INCREASES 1S SIGNIFICANT ENOUGH TO
APPRECIABLY REDUCE THE OL MARXEY TIGMTINESS, -

THIS MESSAGE HAS NOT BEEN SEEN EY SENATOR CHILES.
D;um_s

B
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RCF: STATE (56433
ls €S-~ ENTIRE TEXT)

2. EMBASSY BELEIVES THA PUBLIC AIRING OF THESE ALLEGATIONS
BY SEC COULD ONLY COMPLICATE FURT US=SAG RELATIONS AT A
TINE VHEN INTERESTS OF FAR GREATER MOMENT ARE AT STAXE FOR
USG-~NAMELY OIL PRODUCT IONM A 1CING POLICIES TO BE
TAKEN BY SA@ AT UP«~COMING OPEC MEETING IN GENEVA OF JUNE .
26 e '

3. OU RELATIONS HAVE RECENTLY COME UNDER CONSIDERABLE
STRESS AS A RESWLT OF IMPORTANT US@=SAG DIFFERRNCES ON
THE WID-EAST PEACE. SAG PREFERS TO MAINTAIN CORDIAL
BILATERAL REALTIONS VITN USG TO EXTEWT THAT SUGH EXISITNG
IFFERENCES WILL PERMIT, NOVEVER, IN SAG PERCEPTION A
WT IPLICITY OF “MINOR™ ISSUES, WHIOH SAG USUALLY cou-
SIDERS OF US ORIGIN OR MANUFACTURS, ARE CURRENTLY
?uctnsmm TENSIONS WHICH MAVE ASRSEN OVER THE LARGER
NoN-IWESTMENT OF EXGESS SADI FNS FUNS, AN
GED SEX DISGRINIATION CASC Iy THE I¥ E OF THE
S0 TX- STTANCO NODA CONVRACT THE tnumw PorosE
TAX REGULATION VKICH VOULD DENY TA
CREDITS TO US OIL COMPAMIES
(ARAMCO PRINCIPALS) , AND ADVERSE PUBLICITY ABOUT THE
ROYAL FAMILY IN THE US PRESS ARK EXANPLES OF ITEMS
CURREMTLY COMPLICATING OUR BILATSRAL WELATIONS.

A, THEREFORE, VE SUGGEST THAT THE SEC UNDERTAXE CAREFWL
SCRUTT INY OF THE VALIDITY OF THE ALLEGATIONS, AFTER WHICH
TIME WE CAN ADVISE HOW AND WHEW TO PROCEED TO MINIMIZE
ADVERSE FOREIGN POLICY EPFECTS. TO MAME PUBLIC NOV THE
ALLEGAT 10MS VOILD RISX UNNECRSSARY DAMAGE TO OUR RELATION-
SHIP WITH THE 8AG.

Qs; IN ANY CASE, CAN THE DEPARTNENT REGUEST 4 STAY IN
S CTIONS UNTIL WE RAVE TIME TO
KURTHER, PERWAPS CONSULTING IAFORMALLY VITH SAG AS VWE DID

IN PREVXOUS CASES?
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TAGS: ENRG, OPEC, SA'

SUBJECT : ASSISTANT DEPUTY OIL MINISTER VIEWS WORLD OIL SITUATICH Ad
UPCOMING OPEC MEETING

1« SWMMARY: KHIDR HERZOLLAH (PROTECT), ASSISTANT DEPTY
MINISTER OF PETROLEUM, DISCUSSED WORLD ENERGY SITUATION WITH
CONSOFF ON JUNE 2@, HE CLAIMED LARGE CRUDE 0OIL PURCHASES BY
AMERICAN OIL COMPANIES WERE CURRENTLY KEEPING SPOT MARKET
CHAOT IC AND THAT WITH RECENT LOWER PRAODUCTION IN IRAN, MARKET
DISEQUILIBRIUM WILL PROBABLY CONT INUE. HE WONDERED

IF IRANIAN GOVERNMENT WAS "PLAYING GAMES™ AT PRESENT

TO FORCE HIGHER PRICES AT UPCOMING OPEC MEETING,

HERZOLLAH LEFTE IMPRESSION THAT SAG HAD NOT WORKED OUT
PRECISE STRATEGY FOR MEETING BUT WOULD TRY FOR MODERATION

IN PRICE HIKE AND OFFER TO BOOST PRODUCTION TO BRING
STABILITY TO MARXET, TOUCHING BRIEFLY ON APPARENI

STRAINED USG/SAG RELATIONS, HE OBSERVED THAT SAUDI
“PLITICIANS" WERE LESS PRONE TC DO FAVORS FOR FRIENDS

WHO DID NOTHING TO PREVENT SGILING SAUDI REPUTATION,

END SUMMARY.

€. KHIDR HERZOLLAMH, ASSISTANT DEPUTY MINISTER FOR
PETROLEUM WHO IS PETROMIN YAMANI'S CHIEF EXPERT ON FINANCE
AND WHO IS LEAVING ON JUNE 23 TO ATTEND GENEVA OP:C
CONFERENCE, SPOIKE WITH CONSOFF ON JUNE 28 REGARDING
WORLD ENERGY STIUATION, UPCOMING OPEC CONFERENCE, U.S.
MEASURES TO .CONSERVE ENERGY, U.S. POLITICS, RUMORS GF

UsSe TAKEQVER OF OIL FIELDS, SAUDI ABILITY TO INFLUENCE
OIL PRICES, AND USG/SAG RELATIONS.
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". HERZGLLAH STATED THAT IT WAS HIS OPINION THAT THE
ILARGE AMERICAN OIL COMPANIES WERE KIIPING SPONT MARKET
PRICES HIGH AND CHAOTIC BY PURCHASING LARGE AMOUNTS IN
I'MAT MARKER, HME SAID THAT ME HEARS ALMOST EVERY DAY OF
WOUE AMERICAN FIRY TRYING TO OUTBID OTHER FIRMS FOR CRUDE,

A. WHIN IT WAS POINTED OUT TO HERZOLLAH THAT RECENT
"“PORT S HAD IRANIAN PRODUCTION CURRENTLY BELOW

3 "MITLION 2/D AND THAT THIS COULD BE MAJOR CONTRIBUTOR
IC MARKET DISRUPTION, HERZOLLAH AGREED, HE WONDERED

IF GOI WAS "PLAYINS GAMES™ AT PRESENT IN ORDER TO

PUSH FOR HIGHER PRICES AT OPEC MEETING, IRANIANS COULD
SHOW THAT IN SPITE OF THEIR RESUMTPION OF PRODUCTION,
MARKET WAS STILL DESTABILIZED AND ONLY HIGHER PRICES WOULD
CIT DEMAND, HOWEVER, HERZOLLAH BALANCED THIS IDEA WITH
DISCYSSION OF LEFT1IST ELEMENTS IN IRANIAN OIL WORK FORCE
¥HO WERE HOLDING DOWN PRODUCTION AND LEFTINGS FOR THEIR
WN INTERNAL POLITICAL REASONS,

3. CONSOFF ATTEMPTED SEVERAL TIMES DURING CONVERSATION

TO STERR HERZOLLAH TOVARD SAUDI POSITION ON UPCOMING

OPEC MEETING BUTIWITHOUT MUCH SUCCESS. HERZOLLANK LEFT
IMPRESSION THAT SAG HAD NOT WORKED OUT DETAILED POSITION

BUT wOULD STRIVE FOR "MODERATION,™ "THERE WILL BE AN
INCREASE IN PRICES,™ HERZOLLAH SATED, ™ BUT I CAN'T SAY

HOW MUCH.” THE ONLY HINT HE ‘WOULD GIVE OF SAUDI POSITION WAS
THAT HE WOULD LIKE TO SEE "STEADY, UPWARD RISE IN PRICES,™
Y "SMALL INCRIMENTS, NOT BIG JUMPS AS IN THE PAST.”

6, HERZOLLAH WAS MOST INTERESTED IN U.S, EFFORTS TO. CURB
CONSUMPT ION. HE THEN OUTLINED HIS CONSPIRACY THEORY

BY U, S. ADMINISTRATION TO CONTROL CONSUMPTION BY FORCING
HIGHER PRICES, ™I DON°T THINK YOU GOVERNMENT 'IS T00
UNHAPPY ABOUT THE RECENT PRICE RISE, "SAID HERZOLLAY,”

AS IT FORCES THE U,S, PUBLIC TO DO WHAT THE ADMINISTRATION
HAS BEEN ATTEMPTING TO OBTAIN BY VOLUNTARY ACTIONS.™

7. IN REPLY TO QUESTION ABOUT POSSIBILITY OF SAUDI ARABIA
RAISING PRODUCTION, HERZOLLAH SAID THAT “OTHING HAS

CEN DECIDED, BUT IT'S A DEFINITE POSSIBILITY.”

PRODUCT ION INCREASE MIGHT BRING SOME STABILITY TO MARKET, BUT
IF IT WERE TRUE THAT IRANIAN PRODUCTION WAS BELOW 3 MBD,
SAUDL BOOST IN PRODUCTION WOULD NOT GIVE THAT MUCH RELIEF,
HOWEVER, IF U,S, AND OTHER INDUSTRIAL COUNTIRES CUT -BACK
IN CONSUMPT ION AS MUCH AS THEY PROMISED TO DO, MARKET
COWD RETURN TO SOME FORM OF EQUILIBRIUM, THE PROBLEM

VAS TILL THERE, HOWEVER, HERZOLLAH SAID, SINCE TKIS
SUPPLY/DEMAND SITUATION WOULD . ALLOW FOR NO GROWTH AND
STAGNANT ECONOMIES.

T
riz1g
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8, WHEN CONSOFFS MENTIONED GREAT DIFFICULTIES FOR LDC
COUNT IRES MEET ING INCREASED COST OF OIL, HERZOLLAH

SEEMED NOT AS YSMPATHETIC WITH LDC®S AS WITH PLIGHT

OF INDUSTRIAL COUNTIRES. HE SAID HIGHER PRICES FOR LATTER
COUNTRIES "HURT US, QUR ECONOMY, OUR IMPORTS, OUR
INVESTMENT S,

9, HERZOLLAH THEN ASKXED CONSOFF IF HE THOUGHT THERE WAS
POSSIBILITY THAT U.S, WAS CONSIDERING TAKING OVER SAUDI
OXL FIELDS. HE SAID "TOP RANKING™ SAUDI OFFICIALS HAD

SAT IN SAME CHAIR THAT CONSOFF WAS IN, AND THEY HAD
DISCUSSED MATTER IN LIGHI OF INCREASING WORLD ENERGY
SHORTAGE, OTHER SAUDI OFFICIAL HAD ADVANCED THEORY THAT.
INCREASED SHORTAGE OF ENERGY SUPPLIES WOULD CAUSE
AMERICANS TO TRY TOAKEOVER IN ORDER PREVENT RAPID
DETERIORATION IN AMERICAN LIFE STYLE. HOWEVER, THIS
OFFICIAL SAID THAT SAUDIS WOULD NEVER COOPERATE

("WE WILL HAVE THE WORKERS FACING MECCA NINE TIMES A DAY TO
PRAY") AND U,S, COWLD NEVER CONTROL THE FIELDS. HERZOLLAH
THEN ANSWERED HIS OWN QUESTION BY STATING THAT HE THOUGHT
"SANE REASONING™ WOWD PREVAIL IN USG, AND NOT ATTMEPT
WOWD BE MADE,

"9¢ AGAIN TRYING TO RETURN TO OPEC MEETING, CONSOFF SAID
THAT SAUDIS WOULD HAVE DIFFICULT TIME AT GENEVA IN PREVENTING
LARGE PRICE INCREASE BUT THAT WE WERE HOPEFUL THAT THEY
COWLD DO SO0, HERZOLLAHX REPLIED BY SAYING THAT 1T WAS
DIFFICILT FOR "FRIENDS OF THE U.S.,” TO BE HELFUL ON OIL
MATTERS WHEN SAUDIS ARE MADE TO "LOOK BAD"™ BY CERTAIN
ELEMENTS IN THE U.S., AND USG DOES NOTHING TO PREVENT SUCH
SLANDER., "POLITICIANS (IN SAUDI ARABIA) ARE SENSITIVE TO
MISREPRESENT ATION OF SAUDI ARABIA," AND IT IS DIFFICULT FOR
THEM TO CONTINEU THEIR COOPERATION WHEN SAUDI ARABIA IS
VICT It OF ELIBERATE ATTEMPT TO SOIL ITS REPUTATION.

13, CONVERSATION ENDED ON UPBEAT NOTE WITH HERZOLLAH TELLING
OF HIS PLANS TO TAKE HIS WIFE AND CHILDREN TO U.S, NEXT
MONTH, "1 PROMISED TO SHOW THEM WASHINGTON, D,C.,"

HE SAID, "AND I WANT THEM TO SEE ALL THE MONUMENTS,"

L INDSTROM ’
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(PARAGRAPHS 17 CONFIDENTIAL)

l, THE US AND SAUDI ARABIAt OIL TROUBLES THE WATERS:
OPEC MEETINGS, LIKE ARAB SUMMITS, HAVE BEEN CONTRIBUTORS
TO THE PROBLEMS IN THE US-SAUDI RELATIONSHIP. . ALTHOUGH
THE SAUDIS HAVE ASSURED US THEY WILL TRY TO HOLD OIL PRICE
INCREASES TO A WINIMUM, THIS WEEX'S OPEC CONFERENOE SEEMS
DESTINED TO BE ANOTHER IRRITANT,

2, AT THE BAGHDAD MEETINGS, WE HOPED THE SAUDIS WOULD
TAKE POSITIONS WHICH THEY PERCEIVED TO BE IN BASIC CON-
TRADICT ION TO THEIR INTERESTS AS AN ARAB MUSLIM STATE

CONCERNED ABOUT JERUSALEM AND PALESTINIAN ASPIRATIONS,

3. AT OPEC WE WANT SAUDI ARABIA TO TAKE POSITIONS WHICH
?:TN‘E{REQ}JI;IS SEE AS OPPOSED TO THEIR ECONOMIC AND POLITICAL
L]

(A) SOME YOUNG SAUDIS, SOME TECHNOCRATS, AND SOME MEMBERS
OF THE RULING FAMILY WANT TO CONSERVE OIL PRODUCTION
AND MAXIMIZE PRICE TO ASSURE STABLE, LONG-TERM GROWTH.

(B) THE SAUDIS DO NOT WANT TO BE ALONE IN' OPPOSITION
TQ OPEC COLLEAGUES ALTHOUGH THEY HAVE PUBLICLY .
SPECULATED ABOUT POSSIBLE TWO-TIERED PRICING AGAIN,
PERHAPS AS A BARGAINING CHIP WITH THOSE COURIRIES
WANTING SHARP PRICE INCREASES.
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(C) OTHER ARAB STATES CAND MANY  SAUDIS) WOULD SEE
SAUDI EFFORTS TO ACCOMMODATE THE US Q”ﬂwt‘w
PRODUCTION- AS CAPITULATION TO US INFL{ y

MANY IN THE ARAB WORLD WOULD ARGUE THAT NOW IS PRECISELY
THE TIME TO REVERSE THE RELATIONSHIP AND QET THE SaAUDIS
TO PRESSURE THE US, OUR LONG LINEUPS FOR GASOLINE AND
NEWS STORIES ABOUT SCARCER AND MORE EXPENSIVE HEATING
OIL THIS WINTER COINCIDE WITH THE ISRAELI DEBATE ON
SETTLEMENT POLICY AND CONTINUED ISRAELI MILITARY ACTION
IN LEBANON, THE TIME 1S RIPE, THEY SAY, TO GET THE US,
ISRAEL*S CHIEF PATRON, TO WRING CONCESSIONS FROM THE
BEGIN GOVERNMENT,

4 .
4, BUT THE SAUDIS MAVE LITTLE TASTE FOR CONFRONTATION
AND ONCE AGAIN SEEM TO BE SEEKING, IN PUBLIC AND PRIVATE
STATEMENT S, A SAUDI-STYLE COMPROMISE (CAUSING THE MOST
PEOPLE THE LEAST DISPLEASURE).

5. INDEED, THERE IS GREAT DOUBT THAT  THE SAUDIS CAN
INFLUENCE OPEC AS MUCH AS THEY ONCE DID, THE SAUDI
ADHERENCE TO THE DOLS 14,55 PRICE PLUS A SMALL SURCHARGE
HAS NOT KEPT OTHER OPEC MEMBERS FROM STEADILY RAISING
PRICES, PREDICTIONS NOW CALL FOR NEW PRICES IN THE
DOLS 18 TO DOLS 21 A BARREL RANGE, ALTHOUGH THE SAUDIS
ARE INDICAT ING THEY INTEND TO PRESS HARD FOR PRICE
MODERAT ION, THEY MAY HAVE ALREADY RESIGNED THEMSELVES
TO SUCH INCREASES.

6. OF LATE THE SAUDIS HAVE MENTIONED A POSSIBLE
PRODUCT ION INCREASE OF 500,200 TO ONE MILLION BPD, THEY
MAY SEE THIS AS A TEMPORARY MEASURE WITH THE AIM OF:

(A) LESSENING DEMAND AND RESTORING MORE ORDER TO THE
MARKET 3

(3) REDUCING SPOT MARKET PRICESS

(C) MAKING AN IMPORTANT POLITICAL ACCOMMODATION TO THE
US TO OFFSET LIKELY CONGRESSIONAL AND PRESS CRITICISM
OF WHATEVER ACTION OPEC TAKES3 AND

(D) PRODDING CONSUMER COUNTRIES TO MAKE GOOD ON PROMISES
OF CONSERVAT ION,

7. FUNDAMENTALLY, THE SAUDI LEADERSHIP HOPES THE

RELAT IONSHIP WITH THE US, A LONG LASTING AND BENEFICIAL
ONE FOR BOTH PARTIES, CAN WEATHER THE PROBLEMS CAUSED

BY OPEC DECISIONS., AFTER A SHARP DETERIORATION IN
RELATIONS THIS SPRING FOLLOWING THE PEACE TREATY SIGNING
AND WITHDRAWAL OF SAUDI SUPPORT TO EGYPT, SEVERAL SENIOR
FUL ING FAMILY MEMBERS SAID PUBLICLY AND PRIVATELY THAT
TIES WITH THE US ARE STILL VITAL TO SAUDI ARABIA AND
DISAGREEMENTS OVER THESE ISSUES SHOULD NOT HURT OUR
2ILATERAL RELATIONS., ESSENTIALLY, THEY CHARACTERIZED THE
US=SAUDI RELATIONSHIP AS ONE BETWEEN FRIENDS WHO HAD
AGREFD TO DISAGREE, IF THE FINAL OPEC COMMUNIQUE PUTS THE
US AND SAUDIS AT ODDS, THE SAUDIS MAY HAVE TO DUST OFF
T;{E FRIENMDSHIP STATEMENTS AGAIN, THEY WOULD THEN EXPECT
B
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THE US TO RESPOND IN A SIMILAR SPIRIT.

“. (LOUY EGYPT: PRESIDENT SADAT OPENED THE NEVW PEOPLE'S
ASSEMBLY ON SATURDAY WITH A SPEECH THAT WAS NOTABLE FOR
ITS MODERATE RHETORIC, HIS HARSHEST CRITICISM OF THE
“EJECTIONISTS CHARACTERIZED THE RULERS OF LIBYA, SYRIA
AND IRAQ AS "ADOLESCENTS™ WHO RULE WITH ",,.STEEL AND
FIRE AND GALLOWS.™ HE SAID THAT EGYPT “"WOULD NOT ADOPT A
NEGAT IVE STAND ON ANY STEP THEY (THE REJECTIONISTS) WANT
10 TAKE..« IF THEY WANT A GENEVA CONFERENCE, THEN WE wOULD
“AY YES. IF THEY WANT THE SOVIET UNION®S PARTICIPATION,
THil WE WOULD SAY YES."™ SADAT, IN EFFECT, CHALLENGED THE
WeJECT IONISTS TO PRESENT A PROGRAM TO END THE MIDDLE EAST
CONFLICT, BUT HE WENT ON TO PREDICT THAT THEY WOULD

=+ ~LEVADE. . THE CONFRONTATIONssoo” THE EGYPTIAN PRESIDENT
PRAISED THE OPPOSITION FOR PROVIDING A “COUNTEROPINION"

IN BUILDING DEMOCRACY, AND LAUDED THE ROLE OF THE PRESS,
k. DID, HOWEVER, SPEAK OF “SETTLING ACCOUNTS" WITH THOSE
WRITERS WHO PUBLISH CRITICISMS OF EGYPT IN THE FOREIGN
MEDIA IN A BILL TO BE PRESENTED TO THE ASSEMBLY IN AUGUST,
SADAT ALSO SAID THAT HE PLANS TO MEET SOON WITH BEGIN,
tMBASSY CAIRO COMMENTS THAT, SIGNIFICANTLY, SADAT DID NOT
ATTACK SAUDI ARABIA OR THE GULF STATES,

9, (C) ISRAEL-EGYPT: A SENIOR IDF LIAISON OFFICER
IoLD THE SINAI FIELD MISSION THAT ONE OF TWO ISRAELI
NIVISIONS IN THE SOUTHERN COMMAND IS BEING PULLED OUT OF
[HE SINAl1 AND PROBABLY WOULD BE REDEPLOYED IN THE JORDAN
VALLEY “WHERE IT IS NEEDED,"

10,  (U) THE MIDDLE EAST NEWS AGENCY ON JUNE 21 QUOTED

AN OFFICIAL EGYPTIAN FOREIGN MINISTRY SOURCE AS SAYING
THAT THE ISRAELI DECISION TO SET UP A REGIONAL COUNCIL OF
1"RAELT GOLAN SETTLEMENTS WAS "A NEW PROOF OF CONT INUED
ISRAELT VIOLATION OF THE PRINCIPLES OF INTERNATIONAL LAV,"
I HE SOURCE AL SO SAID THAT THE ISRAELI MEASURE IS CONTRARY
1N THE CAMP DAVID ACCORDS AND A "CONTINUATION OF ATTEMPTS
Iy PLACE OBSTACLES ON THE ROAD OF A COMPREHENSIVE AND JUST
ETTLEMENT " ’

103



1l (U) WEST BANK: THE JERUSALEM POST ON JUNE 2¢
REPORTED THAT THE ISRAELI MILITARY GOVERNMENT PREVENTED
THE SCHEDULED JUNE 19 MEETING CALLED BY HEBRON MAYOR
QAWASIMA TO PROTEST THE ISRAELI SIT~-IN IN THE HADASSAH
BUILDING, ABOUT 2¢7 HEBRON NOTABLES WERE STOPRED AT.
ROADBLOCKS WHILE TRYING TO GET TO THE MEETING, ACCORDING
TO THE POST., QAWASIMA HAD BEEN WARNED THAT THE MEETING
WOULD BE BANNED, BUT WENT AHEAD ANYWAY, QAWASIMA ALSO
STATED THAT TRAVEL RESTRICTIONS ON HIM, WHICH INCLUDED A
REFUSAL OF PERMISSION TO TRAVEL TO THE US, WERE RECON-
FIRMED BY ISRAELI AUTHORITIES.

12, (C) EAST JERUSALEM LAWYER ELIAS KHOURY WAS PLEASED
BY THE ISRAELI SUPREME COURT INJUNCT ION FREEZING DEVELOP-
MENT OF ELON MOREH, WHICH HE DID NOT EXPECT, HE SAID THAT,
SINCE THERE IS NO ELECTRICITY NOR SEWERS AT THE SITE, IT
WILL BE DIFFICULT FOR THE SETTLERS TO STAY ON FOR LONG,
THE COURT IS DUE TO ADJOURN FOR THE SUMMER ON JULY 15 AND
HE BELIEVES IT UNLIKELY THE CASE WILL BE HEARD BEFORE
SEPTEMBER. WHEN THE CASE IS HEARD, KHOURY INTENDS TO

BASE HIS ARGUMENT AGAINST THE SETTLEMENT ON THE SECURITY

ISSUE, AND IS O3TAINING OPINIONS FROM SOME IN THE ISRAELI
MILITARY WHICH CONTRADICT THE GOVERNMENT*S CLAIMS, HE
DOES, HOWEVER, BELIEVE THAT IN THE END THE COURT IS LIKELY
TO ACCEPT THE SECURITY ARGUMENTS OF THE GOVERNMENT,

13, (U) ISRAEL: THE ISRAELI CABINET DECIDED ON SUNDAY
TO RELEASE DEFENSE MINISTER WEIZMAN FROM SERVING ON THE
AUTONOMY NEGOTIATING COMMITTEE, WEIZMAN WILL REMAIN
AVAILARLE FOR CONSULTATIONS WITH THE COMMITTEE ON SECURITY
MATTERS, AND GENERAL TAMIR, HIS ADVISOR ON NATIONAL
SECURITY AFFAIRS, WILL REMAIN A MEMBER OF THE DELEGATION,
REUTER REPORTS THAT WEIZMAN LEFT THE COMMITTEE BECAUSE

OF HIS STRONG DISSATISFACTION WITH BEGIN'S AUTONOMY POLICY,.
IT APPEARS, HOWEVEP, THAT THE TWO HAVE MOVED BACK FROM
THE CONFRONTATION THAT OCCURRED BETWEEN THEM OVER ELON
MOREH LAST WEEK.

14, (1D REUTERS REPORTED ON JUNE 24 THAT FOREIGN
MINISTER DAYAN UNDERWENT SUCCESSFUL SURGERY TO REMOVE A
POLYP FROM HIS INTENSTINAL TRACT, HE IS EXPECTED TO LEAVE
THE HOSPITAL WITHIN THE NEXT 18 DAYS.

15, (L) ACCORDING TOPRESSREPORTS, A BOMB EXPLODED INSIDE
A VAN AT TEL AVIV'S BUS STATION ON JUNE 24, KILLING TWO
ARABS RIDING IN THE VEHICLE., ISRAELI POLICE SOURCES SAID
THE TWO WERE APPARENTLY ON THEIR WAY TO PLANT THE BOMB
WHEN IT ZXPLODEZD PREMATURELY, THE PLO CLAIMED RESPONSI-
ZILITY FOR THE BOMBING.

16, (U THE NEW CHINA NEWS AGENCY REPORTED ON JUNE 23
THAT PREMIER HUA KUO-FEND KAS RULED OUT ANY POSSIBILITY
OF CHINA OPCNING RELATIONS WITH ISRAEL, WHICH HE CLAIMED
“HAS INVADED THE TERRITORIES OF ARAB COUNTRIES AND REFUSED
T3 PECOGNIZE THE SACRED NATIONAL RIGHTS OF PALESTINE."

oT
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17,  (U) CANADA-ISRAEL: ON JUNE 23, PRIME MINISTER CLARK
INDICATED THAT HIS CONTROVERSIAL PLAN TO SHIFT THE
CANADIAN EMBASSY IN ISRAEL TO JERUSALEM WOULD REMAIN ON
THE SHELF UNTIL NEXT YEAR., CLARK ALSO SAIDTHAT HE HAS
SET UP A FACT-FINDING PANEL TO STUDY THE MOVE,

18, (U) LEBANON: RADIO BEIRUT REPORTED THAT ISRAELI
WARPLANES ATTACKED TWO TARGETS IN SOUTHERN LEBANON ON
JUNE 24, ONE GROUP ATTACKED THE AQIBIYEH AREA (9 MILES
SOUTH OF SIDON) NEAR THE AL~BEYSARIGEM REFUGEE CAMPS,
PALEST INIAN SOURCES CLAIMED SEVERAL HOUSES AND 28 SHOPS

WERE DESTROYED AND APPROXIMATELY 25 PEOPLE WERE KILLED
OR WOUNDED, ANOTHER GROUP OF PLANES STRUCK VILLAGES
NEAR THE PORT CITY OF TYRE.

19, (C) SOURCES OF OUR DEFENSE ATTACHE IN BEIRUT HAVE
CONFIRMED THAT TWO FIJIAN UNIFIL MEMBERS WERE WOUNDED
JUNE 19 IN AN EXCHANGE OF FIRE WITH PALESTINIANS SOUTH
OF TYRE,

20, (C) DURING RECENT CONVERSATIONS WITH EMBASSY BEIRUT,
THE GOVERNOR OF SOUTH LEBANON CLAIMED THAT THE RESUMPT ION
OF GOVERNMENT SERVICES TO THE REGION HAS SO FAR BEEN
SUCCESSFUL, WATER, ELECTRICITY, AND TELEPHONE SYSTEMS
ARE WORKING IN TYRE, FOR EXAMPLE, AND REPAIRS TO THE LINES
DELIVERING POVER SOUTH OF THE CITY ARE ALMOST COMPLETE,

21, (C) EMBASSY BEIRUT REPORTED ON .JUNE 22 THAT A
CEASE-FIRE BETWEEN LEBANESE ARMY (LAF) AND SYRIAN (ADF)
FORCES IN THE AQURAH AREA CONTINUED TO HOLD., THE LAF
AND ADF HAVE REPORTEDLY AGREED TO THE FOLLOWING MEASURES
TO DEFUSE THE SITUATION:

(A) THE LAF WILL REINFORCE ITS UNITS IN THE AREA;

(B) THE ADF WILL PULL BACK FROM THE AQURAK AND
AFQA AREAS; AND

(C) LEBANESE AUTHORITIES WILL COMPLETE THE ROAD
WHICH THE ADF WAS BUILDING,
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THE FIGHTTNG BEGAN WHEN THE LAF FIRED ON ADF UNITS

WORKING ON THE ROAD, WHICH PURPORTEDLY IS INTENDED TO
© LINK SHIA VILLAGES, BUT ALSO GIVES THE ADF MUCH EASIER
ACCESS TO THE TRADITIONAL CHRISTIAN REGION OF LEBANON,

22, (C) SYRIA: COMMENTING ON THE SYRIAN GOVERNMENT
ANNOUNCEMENT OF THE MURDER OF OVER 56 ALAWITE CADETS,
EMBASSY DAMASCUS NOTES THAT THE GOVERNMENT HAS PINNED THE
BLAME ON THE MUSLIM BROTHERHOOD AND "IMPERIALISTS™ INSTEAD
OF THE YOUTH OF MUHAMMAD (YOM), WHICH 1S WIDELY CREBITED
WITH BEING RESPONSIBLE FOR THE RECENT UPSURGE IN
TERRORISM, AN EMBASSY SOURCE SAYS-THAT THE BROTHERHOOD
(WHICH HAS MUCH MORE SUPPORT AMONG SUNNIS THAN THE YOM)
WAS CHOSEN DELIBERATELY, IF RELUCTANTLY, BY ASSAD BECAUSE
ME MUST PLACATE ALAWITE PRESSURE FOR A VERY TOUGH RESPONSE
TO KILLINGS BY SUNNIS, .THE GOVERNMENT IS LIKELY TO

EMPLOY HEAVY HANDED AND REPRESSIVE TACTICS IN SEARCHING
FOR THE MURDERERS AND, IF A CAMPAIGN AGAINST THE BROTHER~
MOOD IS EARNESTLY PURSUED, RUNS THE R1ISX OF ONLY
EXACERBATING THE ALREADY SERIOUS INTERCOMMUNAL STRIFE
BETWEEN ALAWITES AND SUNNIS,

23, (U) ARAFAT-SOVIET UNION: THE KUWAITI NEWSPAPER
AL-QABAS, CITING “WELL-INFORMED PALESTINIAN SOURCES,
CLAIMED ON JUNE 23 THAT PLO LEADER ARAFAT WILL VISIT
MOS(&?W IN JULY AS PART OF A TOUR OF EASTERN EUROPEAN
COUNTRIES.

24, (U) WEST GERMANY-MIDDLE EAST3 CHANCELLOR MELMUT
SCHMIDT WAS CITED BY THE JERUSALEM POST ON JUNE 22 AS
SAYING HE THOUGHT A NEW WAR IN THE MIDDLE EAST WAS “"MORE
THAN LIKELY" AND WARNING ISRAEL THAT IT MIGHT LOSE ITS
FRIENDS AS A RESULT OF ITS CURRENT SETTLEMENT POLICY ON
THE WEST BANK, "IF ISRAEL GOES ON WITH ITS PRESENT
POLITICAL COURSE,” HE REPORTEDLY SAl1D, "IT WILL BE DIFF]l-
CWT TO REMAIN A FRIEND." (IT HAS BEEN REPORTED EARLIER
THAT GERMAN FOREIGN MINISTER GENSCHER WILL VISIT SEVERAL
g.}r?AB STATES LATER THIS SUMMER,) CHRI STOPHER
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ALEXANDRIA PASS USMEDEL STRAUSS

FOLLOWING SENT ACTION SBCSTATI INTO BAGHDAD DHAHRAN JERUSALEM
MOGADISCIO RIYADH KUWAIT JULY 1

QUOTE
CONFIDENTTI AL JIDDA 4868
DEPT. PLEASE PASS TO NEAR EAST AND SOUTE ASIAN POSTS

£.0. 120651 GDS 7/1/85 (BOVIS E EUGENE) OR~P
TAGS: PEPR SA US

SUBJ: (0) KING KHALID’S JUNE 3¢ INTERVIBV WITH KUWAITI NEWSPAPER
AL-SITASSAR

1. (U) PORTIONS OF EING KEALID’S INTERVIEW JONE 30

YITE KUWAITI NEWSPAPER AL-SIYASSAR WERE PROMINENTLY FEATURED

ON FRONT PAGES OF SAUDI NEWSPAPERS JULY 1,

BOTH ENGLISE AND ARABIC. MOST OF THEM STBSSBD STATEMENTS

ON GULF SECORITY AND RELATIONS WITH UNITED STATES. "

ON GULFP SECOURITY, SAUDI GAZETTE QUOTED HIM AS SAYING: "WE BELIEVE
THAT ANY INTERTERENCE IN THE BREGION WILL NEVER ACHIEVE THE AIMS
THAT PROMT IT. INY ACY, IT WILL ACHIEVE PRECISELY THE OPPOSITE.

[T IS THE PEOPLE OF THE REGION ALONE WAQ SHOULD BE

RESPONSIBLE FOR PROTECTING THE REGION, AND THE "
® PEACE-LOVING POVWERS SHOULD ENCOURAGE THEM IN THAT RESPONSIBILITY,

(U) O8 US RELATIONS AND THR BEYPTIAN-ISRAELI TREATY.
'AUDI GI’ITTI REPORTS THAT THE KING ASSERTED THAY,
VEATEVER HAD BEEN SAID ABOUT SAUDI DISAGREEMNTS 'I!E THE US
OVER THE EGYPT-ISRABL TREA?Y, ' ELATIONS BETWEEN THE KINGOM AND )
TER US_ARE STRONGLY BASED ON MUTQAL COOPERATION IN DIFFERENT FIELDS.
TEE DIFFERRNCES OVER THE TREATY DO NOT AFFECT THE CONTINCITY OF
VRIENDSHIP WITH THE UNITED STATES.” HE IS REPORTED 70 HAVE GONE ON
TO SAY: OUR STAND COMES FROM THE BELIEF THAT THERE CAN BE NO
COMYREEENSIVE PRACE IN THE REGION UNTIL ARAB RIGETS AND LAND ARE
COMPYETELY RESTORED. THE KINGDOM’S STAND IS GETTING INCREASED SUP-
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PORT IN AMERICA, BUT IN ANY CASE, ?ER FAC? THAZ VS EAVE DIFFERENT
VIIVS ON THIS ONX SUBJECT DORS NOT AFFECT OUR FRIENDSEIP.”

3. (C) COMMENT: TEALID’S STATEMENTS ON THER PRACR !nlArr AND US
RELATIONS ARE CONSISTENT VITH ATTEMPT BY $AG 70 KREP

MIDDLR BAST PEACE PROBLEMS s:rAnL!l TROM SAUDI-US BILATERAL i
RELATIONS AND TO PRISERYR AS GOOD BILATERIAL RRLATIONS A8 POSSIBLE,
REMARKS ON GOLY SECURITY ARE CONSISTENY WITH SAUDI STAND TEAT BRST
VAY TO ASSURE GULY SECURITY IS TEROUGH STRENGEERNING DRYENSES OF |
GULY COUNTRIRS, RATHER THAN TREOUGE PRESENCE OF US BASES IN ARNA.
¥E DOUBT, HOVEVER, THAT KNALID MEANT 20 SAY TEAT US INTER-

" YENTION COULD BB UNVWELCOME IN CASES '0F DIRRCT ATTACK 3Y USSR OR
SOVIZT-BACIED SURROGATE, - SAUPI OFYICIALS NAVE BERK FRANK 70 TELL |
tg‘ u;;;g; nu;ig;ricttxzt'rllr”!ll!‘lxrxct DIRECY US INVOLVEMENT IN

ggQUOTI CHRISTOPHIR
#2784
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LONDON POR GLASPIE

PARIS TOR NICHOLAS MURPHY

DOD/ISA FOR RANSOM

OTHER ADDRESSEES YOR CHIEFS OF MISSION

VARNING NOTICE SENSITIVE SOBRCES AND METHODS INVOLVED
%0T RELEASABLE TO POREIGN NATIONALS

(PARAGRAPHS 1~5 SECRRT/NOFORN)

t. SAUDI VIEWS OF THR US-SAUDI SPECIAL RELATIONSHIP:
gMBASSY JIDDA RECENTLY OBSERVED THAT THE SAUDIS WANT TO
(ZEP DIPFERENCES OVER THE PEACE PROCESS SEPARATE FROM
05S~SAUDI BILATERAL RELATIONS, AND THAT THEY wOULD LIKE
?HE SPECIAL RELATIONSHIP BRTWEEN US TO CONTINUE. THE
PASIS OF THIS RELATIONSHIP-—OOR NEED FOR OIL AND THE
SAUDI NEED POR SECURITY--wILL CONTINUE T0 EBXIST, BUT,

THT EMBASSY POINTS 0UT, ONLY SERIOUS EFFORT ON BOTH SIDES
CAN MAKE IT WORK.

7. SADAT’S TRIP T0 JERUSALBM, THE CAMP DAVID ACCORDS,
AND THE EGYPTIAN-ISRARLI TREATY HAVE PRODUCED SHARP
DIFFERENCES BETWEEN THE US AND SAUDI ARABIA IN TEE PAST
1A MONTHS. IN ADDITION, THE ENERGY CRUNCH, WORSENED BY
THE DECLINE IN IRANIAN OI1L, PRODUCTION, BAS PLACED INTO
EE%T%gfklﬁchS SAUDI VIEWS AND ACTIONS ON 0IL PRODUCTION

3. THE EFFECT OF THESE DEVELOPMENTS ON US~SAUDI RELATIONS
HAS /RED EMBASSY JIDDA TO PONDER THE STATUS OF OUR SPECIAL
RELATIONSEIP, WHICE IN RECENT YEARS EAS APPLIED TO & WIDE
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RANGE OF MATTERS INVOLYING OUR MUTUAL SBLP-INTEREST:

(A) SAUDI ARABIA’S MILITARY DEFENSES: THE SAUDIS STILL
REGARD THEIR MILITARY RELATIONSEIP WITH THE US AS A
:“%ﬂﬁ“ BENEFICIAL PARTNERSEIP WHICHE THRY WISE 10

A IN.

{B) COOPERATIQN IN REGIONAL AFYYAIRS: VHILE BVENTS IN THE
ARC OF CRISIS HAVE FOSTERED SAUD1 DOUBTS ABOUT OUR
VILLINGNESS TO ASSIST THEM IN AN EMERGENCY, PUBLIC
COMMITMENTS TO THEIR SECORITY AND OUR RESPONSES 1O THEIR
PLEAS POR ASSISTANCE TO NORTH YEMEN DURING THE YEMEN WAR
RENEVED SADDI CONFIDENCE IN TER 0OS AS A SOURCE OF STRENGTH.

(C) US-SAUDI COOPERATION IN THE KINGDOM”S BCONOMIC
DEVELOPMENT: IN SPITE OF DISINCENTIVES CREATED BY US
POLICIES WHICH DISCOURAGE PARTICIPATION OF US FIRMS IN
THE SAUDY MAREET, OUR TIBS VWITH THF SAUDIS CONTINGE TO
BE MUTUALLY BENEFICIAL--WE FAVE THE TECHNOLOGY THAT THEY
WANT, AND THEY NOW CONSTITUTE OUR SEVENTE LARGEST MARKET.

(D) COORDINATION IN PRODUCTION AND SUPPLY OF OIL: THE
SAUDIS HAVE BXEN MIFFED BY CRITICISMS OF THE RISE IN

OIL PRICES, FEELING THAT WE HAVE FAILED TO APPRECIATE
THEIR ROLE IN INCREASING PRODUCTION TO OFFSET THEE IRANIAN
SHORTYALL (DURING THE DECEMBER-FEBRUARY PERIOD) AND IN
BOLDING DOWN PRICES. 1IN BALANCING OPEC UNITY AND THEIR
OWN CURRENT REVENUE NERDS, ON THE ONE HAND, AGAINST THEIR
RESPONSIBILITIES TO THE WEST AND THETR SPECIAL RELATIONSEIP
WITH THE US ON THE OTBER, THE SAUDIS RECOGNIZE TEEY HAVE
NEITHER ENOUGH SURPLUS PRODUCTION CAPACITY NOR ENOUGH
POLITICAL WILL TO DICTATE TO OPEC. IT IS INCREASINGLY
DIFFICULT FOR THE LEBADERSEIP TO EXPLAIN T0O THE TECHNOCRATS
WHY SAUDI OIL PRICE AND PRODUCTION POLICIES ARE NOT ;ORE
CONSISTENT WITH THEIR APPARENT ECONOMIC INTERESTS.

(E) COOPERATION ON MIDDLE EAST P:ACE: WHEILE TEE SAUDIS
WANT A COMPREEENSIVE SETTLEMENT ACHIEVED THROUGE PEACEFUL
MEANS, THEY SEEK TO PRESERVE ARA® SOLIDARITY OUT OF FEAR

$AT POLARIZATION OF THE ARAB WORLD WILL THRBATEN SAUDI
SBCURITY AND ENLARGE THE SOVIET ROLE IN THE MIDDLE EAST.
ONDER THESE CIRCUMSTANCE3S, THE SPECIAL RELATIONSHEIP DOES
NOT :XTEND TO SAUDI SUPPORT FOR THE EGYPTIAN-ISRAELI
TREATY aS IT NOW STANDS--PARTICULARLY SINCE IT DOES NOT
PROVIDE POR A SOLUTION TO THE JERUSALEM QUESTION.

(P) OTHER MATTERS: SAUDI ARABIA POSSESSES A CONSERVATIVE

SOCIETY WHOSE LAW AND CONSTITUTION ARE THE DIVINELY
INSYIRED LAUS OF ISLAM. THIS IS SOMETHING QUITE APART
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PROM OUR OWN MATERIALIST, SECULAR AND PLURALIST SOCIETI.
?EX CONTRAST PERIODICALLY CAUSES US T0 COME INTO CONFLICT
OVER' A VARIETY OF IS8URS, INCLUDING YHOSE RELATING Y0
HOMAN RIGHTS,

4. - BMBASSY JIDDA BELIEVES "THAT THE SAUDIS STILL WAN? TO
MAINTAIN TEEIR SPECIAL RELATIONSHIP VWITE US, BUT THAT

THEY VISE TO REDETINE I? TO LBAVE OUT COOPERATION ON THE
MIDDLE EAST PEACE PROCESS,  THRY STILL WANTY 70 WORK WITH

. US IN ECONOMIC DEVELOPMENY, REGIONAL AFFAIRNS, AND

> BILATERAL MILITARY MATP?ERS. IN  EXCHANGE, THEY HAVE

“ PALKED ABOUT ASSISTING THR US IN THEE ENERGY FIBLD~-OIL.
> JOR SBCURITY IS STILL TEX BSSENCE OF THE SPRCIAL

oIt n D D
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RELATIONSHIP,

5, EVEN WITH TEIS NEW DEPINITION, HOWEVER, SOME SAUDIS
ARE FEARFUL THAT THE SPECIAL RELATIONSEIP WILL NOT WORK.
SAUDI ARABIA’S RELATIONS WITE THE OTHBER ARAB STATES AND
WITE THE OPEC COUNTRIES WILL SUBJECT THE KINGDOM TO
PRESSURES AGAINST CONCESSIONS REQUIRED BY THE SPECIAL
RELATIONSEIP. SIMILARLY, FAILORE @Y THE 0US PUBLIC T0
APPRECIATE THE SAUDI ROLE AT THE JUNE 26-28 OPEC MEETING,
US PUBLIC REACTION T0 OIL PRICE INCREASES COMING OUT OF
THE MEETING, AND CONTINUING US REACTION TO SAUDI
RELUCTANCE TO SUPPORT THE EGYPTIAN-ISRARLI TREATY COULD
CREATE SERIOUS PROBLEMS FOR THE UNITED STATES IN PURSUING
A SPECIAL RELATIONSEIP WITH SAUDI ARABIA,

6. (C) 1ISRA:L-EXTERNAL DEBT: ACCORDING TO A CIA
ANALYSIS ISRAEL’S EXTERNAL DEBT SERVICE BURDEN SHOULD
EASE OV-R THE NEXT FPIVE YEARS EVEN THOUGH INTERNATIONAL
BORROWING TO FINANCE SINAT WITHDRAWALS MAY INCREASE.
ISRAELI PROJECTIONS INDICATE THAT BY 1983 THE DEBT

SERVICE RATIO-~FOREIGN INTEREST AND PRINCIPAL PATMENTS

AS A PERCENTAGE OF EXPORTS OF GOODS AND SERVICES--WILL
FALL BILOW 20 PERCENT FOR THE FIRST TIME SINCE THE

1956 WAR, DESPITE THESE TRENDS, ISRARLI OFFICIALS ASSERT
THAT THE DEBT BURDIN WILL CAUSE SRRIOUS BALANCE-OF-PAYMENTS
PROBLEMS OVER THE NEXT FEV YEARS.

?. (€) TO SUPPORT THEIR CLAIM OF LOOMING PROBLEMS, THE
OFFICIALS ARE USING A CONCEPT WITH LITTLE ECONOMIC
MEANING--PER CAPITA DEBT--INSTEAD OF THE COMMONLY
ACCEPTED MEASUREMENT OF THE DEBT SERVICE RATIO WHICH
RELATES DEBT SERVICE PAYMENTS T0 ABILITY TO PAY. TiE
ISRAELIS PROBABLY ARE TRYING TO MAKE A WORSE CASE IN
ORDER TO OBTAIN BETTER TERMS FOR US ASSISTANCE, WHICH
WILL BE UNDER REVIEW SOON.

8. C) TEE DEBT BURDEN IS EASING BECAUSE ISRAELI
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EXPORTS OF GOODS AND SERVICES ARI EXPECTED TO INCREASE

13 PERCENT PER YEAR WHILE DEBT SERVICE PAYMENTS ARE
PROJECTED TO RISE AT AN AVERAGE ANNUAL RATE OF ONLY ABOUT
3 PERCENT. THE SLOW RATE OF INCREASE IN DEBT SERVICE
REFLECTS THE CONCESSIONAL TERMS OF US AID, INCLUDING
EXTENDED REPAYMEN? TERMS OF UP TO 44 YEARS, 14-YEAR

GRACE PERIODS, AND LOW INTEREST RATES. THE US SHARE OF
ISRAELI DEBT HAS BERN STEADILY INCREASING AND IS EXPECTED
T0 RISE T0 58 PERCENT IN 1983, UP FROM 35 PERCENT IN

1977, -

T O w—cy

9. (U) ISRABL-MILITARY: REUTER REPORTED JULY 2 THAT
ISRARBLI CHIXF OF STAFF BITAN HAD PERSONALLY REDUCED TEE
SENTENCE OF AN ARMY OFFICER CONVICTED OF MURDERING FOUR
ARABS DURING THR ISRARLI INCURSION INTO SOUTH LEBANON
TVO YEARS AGO. AN APPEALS COURT HAD UPHELD AN EIGHT
YEAR TERM BEYORE THE CEIEF OF STAFF REDUCED THE SENTENCE
0 TWO YRBARS. KNESSET MEMBRER SEULAMIT ALONI CALLED THE
CONVICTED OFFICER A WAR CRIMINAL AND SAID TEE KNESSET
COULD NOT ACCEPT THE CHIBY OF SYAFF’S ACTION. 'THE NEWS
SEPORT SAID THE ISSUB IS EXPRCTED T0 BE DEBATED IN THE

: KNESSBY THIS VWEIEK.

16, (U) USSR-US-MIDDLE EAST: REFERRING TO AMBASSADOR
STRAUSS® VISIT T0 JORDAN AND SAUDI ARABIA, MOSCOW’S
ARABIC jWINDOV ON THR WORLD" PROGRAM OF JULY 2 SAID THE
VISI? I8 AIMED'. AT RXPEDITING THE FORMULATION OF THE NEW
DEAL AT THER BIPENSE OF THE PALESTINIAN PEOPLE AND...TRYING
TO WBAKEN THE CONFRONTATION OF JQRDAN AND SAUDI ARABIA
VITH THE RGYPTIAN~ISRAELI DEALS.  THE BROADCAST SAID
“WASEINGTON 1S APPLYING SPECIAL PRESSURE ON RITADH AND
STRIVING..,20 EXPLOIT SAUDI ARABIA’S CLOSE RELATIONS WITH
THE US.” THE PROGRAM ALSO SAID WASHINGTON BAS NOT GIVEN
UP THE IDEA_OF USING YORCE 70 ACHI:VE 1?5 “IMPERIALISTIC
OBJRCTIVES, -

11. - (€) TGYP?-KUVAIT:  THE GOVERNOR OF EGYPT’S CENTRAL
BANK EAS TOLD SEVERAL EMBASSY CAIRO OFFICERS THAT NO
FORMAL OR INTORMAYL REQUES?, 70 HIS KNOWLEDGE, WAS MADE

BY KUVAIT TO THE EGYPTIAN CENTRAL BANK FOR REPATRIATION
OF ITS DOLS 935 MILLION ON DEPOSIT. THIS CONTRADICTS
BGYPTIAN MINISTER OF ECONOMY AL-SAYEE’S REMARKS SOME WEEKS
AGO TO . AMBASSADOR BILTS THAT SUCH A REBQUEST HAD BEEN
RECEIVED, EMBASSY CAIRQ COMMENTS THAT KUWAIT’S WITHDRAWAL
OF ITS DEPOSITS FROM RGYPT DOES NOT APPEAR TO BE A
PRESSING PROBLEM YOR REGYPT.

12, (U) BGYPT-AOI:. A MIDDLE EAST NEWS AGENCY REPORT
SATTHAT EGYPT HAS FAILED T0 REACH AGREEMENT WITE SAUDI

113"



ARABIA, QATAR AND THE UNITED ARAB EMIRATES ON THE

?thIDL!IUI OF THE ARAB ORGANIZATION FOR INDUSTRIALIZATION
X REPORT SAID THAT IP YHE OTHER TEREE PARTIES

ARE AGREEABLE, BGYPT PLANS T0 ASK THE WORLD BANX T0

ARBITRATE THX DISPUTE. BGYP? HAD PREVIOQUSLY SAID THAT

IT YOULD CARRY ON ALONE VITH TBE AOI IF¥ THE OTHER

PARTNERS BACKED 0U?. -

18, (C) EGYPT-PETROLEUM: - EGYPT IS TAKING ADVANTAGE
OF RECINT OPEC PRICE INCREASES AND PRODUCTION SHORTAGES
120 GREATLY RAISE THEE PRICE OF ITS CRUDR OIL. BCYPT HAS
WOTIPIED 1TS CUSTOMERS TEAT I7S HIGHEST QUALITY BLEND
CRUDE WOULD SELL FOR DOLS 32,5¢ A BARRRL IN TEE TEIRD
1
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BT
S ECRET PINAL SECTION OF 83 STATE 173894/03

QUARTER, WHILE A LESSER CRUDE WOULD BE PRICED AT .

- DOLS 26.48% PER BARREL- JUNE PRICES POR THESE CRUDES VERE
DOLS 20.3@ AND DOLS 17.62 RESPRCTIVELY. THE MAJORITY OF
EGYPTIAN CUSTOMERS REPORTEDLY ACCEPTED THE NEW PRICES.

+ 14, (U) SAUDI ARABIA-OIL-TERRORISM: PRESS REPORTS JULY 2
" QUOTED THE NEWSWEEK INTERVIEW IN WHICE SAUDI OIL MINISTER
YAMAN] SAID THE PALESTINIANS COULD SINK A SUPERTANKER IN
THE STRAIT OF HORMUZ AND MAKE THE CURRENT OIL CRISIS

"SEEM LIKE CEILD’S PLAY.” soeoTHF PALESTINIANS ARE
GROWING DESPERATE,” YAMANI SAID, AND I WOULDN'T BE
SURPRISED IF ONE DAY THEY SANK ONE OR TWO SUPERTANKERS...
TO FORCE THE WORLD TO DO SOMETHING ABOUT THEIR PLIGHT

AND ISRAEL’S OBSTINACY.;

15. (U) ARAFAT-PRESS CONPERENCE: IN. A PRESS CONFERENCE
JULY 3, IN BEIRUT YASSER ARAFAT:

(A) ACCUSED ISRAEL OF USING INTERNATIONALLY BANNED
WEAPONS AND RENDERING 608,002 LEBANESE AND PALESTINIANS
HOMELESS;

(B) ASKED HOW PRESIDENT CARTER COULD SPEAK ABOUT

HUMAN RIGHTS AND YET FORGET TH: HUHAN‘RIGHTS OF LEBANESE
AND PALEGTINIANS BEING KILLED BY THE AMERICAN WAR
MACHINE; AND

(C) APPEALED TO JHE PRESS AND INTERNATIONAL OPINION
TO SPEAK OUT ON THIS MASSACRE.,

16, (U) PLO-ISLAMIC CONFE,~NCE: REUTER REPORTED JOULY 3
THAT AT AN ISLAMIC CONF-R-NGE MEETING IN MQROCCO THE PLO
CALLED ON ISLAMIC COUNTRIES TO DEVISE AN ECONOMIC STRATEGY
TO FORCE INDUSTRIALIZED NATIONS, PARTICULARLY THE US,
T0 CHANGE POLICIES TOWARD THE PALESTINIANS. THE STRATEGY
SAOYAD COVER PETROLEUM, BANK DEPOSITS, TRADE AND INVESTMENT,
THEr;LO SAID.

|
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17, (LOU) SYRIA~US: AN EDITORIAL JULY 1 IN AL-BAATE,
THE ORGAN OF THE SYRIAN BAATH PAR?Y, GAVE THE FPIRST
AUTEORITATIVE SYRIAN REACTION TO THE US CALL FOR RESTRAINT
FOLLOVING TEE JUNE 27 STRIAN~ISRARLI AIR CLASHES OVER
LBBANON. THE EDITORIAL ASKS WEY TEE US IS CALLING FOR
RESTRAIN? AT TEIS PARTICULAR TIME, ESPECIALLY IN VIEW OF
CONTINURD ISRAELI AIR STRIXES EMPLOYING US MILITARY
EQUIPMENT AGAINST LEBANON, THE EDITORIAL CLAIMS THE ONUS
1S ON ISRAEZL TO EXERCISE RESTRAINT RATEER THAN ON SYRIA
WHEICH, IT SAYS, HAS BEEN DEFENDING LEBANON AGAINST ISRAEL.
THE SYRIANS BAVE NOT OFFICIALLY RESPOND:D TO OUR PROTESYT
OVER CEARGES OY US LINKS WITH SUBVERSIVE MUSLIM BROTHERHOOD
ACTS BUT THE PRESS HAS CARRIED THE STORY THAT ACCORDING TO
INFORMED SOURCES IN DAMASCUS, SYRIA REJECTED THE PROTEST.

THE "INFORMED SOURCE, IN THIS CASE IS BELIEVED TO BE
POREIGN MINISTER KHADDAM,

18, (U) LEBANON-GOVERNMENT FORMATION: PRIME MINISTER
AL-AUSS HAS STATED THAT HIS NEW CABINET, WHEN FORMED,
WOULD SEEK TO CARRY OUT THE PRINCIPLES OF THE BAYT

AL-DIN CONFERENCE OF OCTOBER 1978. AL-EUSS INCLUDED

AMONG TEESE PRINCIPLES THE CONFIRMATION OF LEBANESE UNITY;
CONDEMNATION OF COLLABORATION WITH ISRAEL; AND THE BUILD-
ING OF A "NATIONALLY BALANCED ARMY™ THAT COULD EVENTUALLY
REPLACE THE ARAB DETERRENT FORCES. MEANWEILE, THE COMMAND
OF THE RIGHTIST LEBANESE FRONT ISSUED A STATEMENT DECLARING
TEE REMARKS OF AL-KUSS "wILL NOT HELP IN CLEBARING THE WAY
YOR LAYING DO¥N THE FOUNDATION OF A NEV GOVERNMENT.  THE
PRINCTPLES MENTIONED BY AL-HUSS WERE CHARACTERIZED AS
BEING "OUT OF DATE.” CAMILLE CHAMOUN, BOWEVER, DID NOT
APPEAR TO WHOLLY ENDORSE THE STATEMENT, CLAIMING THAT HE
VOULD TAKE A "WAIT-AND-SEL" ATTITUDE. CHRISTOPHER
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ZUI STATE 173854 IMI 173894 DE RUEHC 3894 1372126 P (513517
JW 79, PARA & IMI 8 LINE 5 IMI 5 PERCENT OMITTED AtD
SEMI-COLON ACCIDENTLY REPLACED IT. PLS CORRECT LINE 5

PARA 8 TO READ AS FOLLOVWS:

"5 PERCENT. THE SLOW RATL OF INCREASE IN DEBT SERVICE™

TKS

8T
#2308

NNNNOFDM



NNNNW EIAGLAMCABIS

PP RUGMHR .

DE RUQMRA #4991 1881245

ZNY CCCCC ZZH

PR @71205Z JUO 79

™ AMEMBASSY JIDDA

TO RUEHC/SECSTATE WASHDC PRIORITY 6626
INFO RUQMYA/USLO RIYADH 3765
RUQMDH/AMCONSWL DHAHRAN 2722
RUDT C/AMEMBASSY LONDON 4-425
2HS/AMEMBASSY CARACAS 229
RUFHRS/AMEMBASSY ALGIERS 7111
RUGMOD/AMEMBASSY DOHA 742 .
RUKOBT /AMEMBASSY JAKARTA 251
RUQMKW/AMEMASSY KIWAIT 4273
RUEHOS/AMEMBASSY LAGOS 228
_RUFHLC/AMEMBASSY LIBREVILLE 47
RUGMAM/AMEMBASSY MANAMA 1483
RUQMMT /AMEMBASSY MUSCAT 670
RUE SQI/AMEMBASSY QUITO 72
RUQYHR/AMEMBASSY TEHRAN 273§
RUQMT I/AMEMASSY TRIPOLI 10243
RUFHAU/AMEMBASSY VIENNA 251
RUEHAD/USINT BAGHDAD 3244
RUFKOL/AMEMASSY BONN 644
RUEHME/AMEMBASSY MEXICO CITY 39
RUFNPS/AMEMBASSY PAIS 2048

BT

CONFIDENTTI AL JIDDA 4591

E.0. 12065: GDS 7/3/85 (NORRIS, CHESTER) OR~E
TAGS: ENRG, SA

SUBJECT: (U)> SAUDI PRODUCT ION INCREASE

REFs JIDDA 4917 (NOTAL)

1e €(C = ENTIRE TEXT)
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. FOLLOVING THE REPORT OF JULY 2 FROM ROYAL COURT
“OURCES THAT SAUDI ARABIA WOULD INCREASE PRODUCTION RY
SN USPECIFIDU AMOUNT, ENGLISH-LANGUAGE PAPER “ARAB
NEWS™ INTERVIEWED DR. ABDUL HADI TAHER, GOVERNOR OF

PETROMIN, DR. TAHER STATED THAT THE EXACT SIZE OF THE
INCREASE WAS NOT YET FIXED AND WAS TO BE DECIDED BY
TECHNICAZ CONSIDERATIONS3 THE INCREASE WAS TEMPORARY
AND DESIGNED TO MET "THE GOVERNMENT °S FINANCIAL
?FQUIREMENTS™3 AND THAT THE EXACT PRODUCION WOULD BE
"HARED AMONG PETROMIN AND THE FOUR US OIL COMPANIES
[HAT ARE THE PARTNERS IN OPEC.

3. COMMENT ¢ DR, TAHER LEFT FOR LONDON EARLY THIS
MORNING, WORKING LEVEL OFFICIALS IN THE JIDDA OFFICE
OF PETROMIN COULD NOT ADD TO PUBLISHED REPORTS, NOR
fOW.D PRESS OR DIPLOMATIC CONTACTS OF THE EMBASSY,

ONE CONTACT SUGGESTED THAT PART OF THE INCREASED .
PRODUCT ION MIGHT BE ALLOCATED TO THE ENTITLEMENTS

R THE

JOINT VENTURE PARTNERS IN THE NEW REFINERY AND PETRO-
CHEMICAL PROJECTS IN JUBAIL AND YENBU, BECAUSE OF THE
FMPHASIS ON NAT IONAL DEVELOPMENT IN BOTH THE ORIGINAL
STATEMENT AND THE TAKER INTERVIEW, HOWE ER,NTHE
SIATEMENT THAT THE INCREASE IS OMLY TEMPORARY TENDS TO
NEGATE THIS THEORY, AND SUGGESTS TNAT THESE STATEMENTS
ARE INTENDED TO DEFLECT CRITICISM BY OTHER OKEC MEMBERS
OF HAVING "SOLD OUT™ TO THE U.S.

WEST

BT
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TO WUQMHK/CH USHTM TERRAN IRAN._dsifzzsw'" l Sk'd y
RUGMAA/ArE A1 JIDDA SAUDI ARAB 3 &

O vttty AT A ‘&
¥M HQ ULAFE HAMSTEIN AB GE//DO 1// ll‘/ ‘
TO USCINCRUR VAIHINGEN GE//ECI3 JRC// -é*“ k,a‘
37 ~

ST CRTET : 8’14:!
SURJ: KF 4C DEPLOTMENT 70 SAUDI ARABIA (O) iy Boaak
RET: YOUR 717427 MAY 79 [ P

1. (%) ULA¥Y CAN SUPPORT A DEPLOYMENT SUCH AS PROPOSED IN REF MSG

CONTINGENT UPON SOUFPICIENY LEAD TIME ¥OR PLANNING AND PROVISION OF
FURNDING TO COVER TOTAL COSTBnglITIClE‘FUNDING SHORTFALLS WITHIN
TRIS COMMAND PRECLUDE THE USE OF USAPY FUNDS TO MEET THIS REQUIRE-

MENT, INCLUDING DEPLOYMENT/REDEPLOYMENT COS?S. IT SHOULD BE NOTED
TRAT DEPLOYMENT OF TWO RP-4S WOULD REQUIRE A SUPPORT PACKAGE OF 490

TO 6# PEKSONNEL AND INVOLVE DETAILED ADVANCED PLANNING INCLUDING THE
NEYD POR A SITE SURVEY,

2. {S) DFPENDING UPON THE PRECISE GOALS OF THIS DEPLOYMENT, OTHER
FORCE HI1Z2ES IND COMPOSITIONS MAY PROVE MORE BENEFICIAL. IT IS QUR

UNDERSTANDING THAT SOME FORM OF EXERCISE DEPLOYMENT MIGHT BE CON~-
SIDERED AS A MEANS OF SHOVING US INTEREST AND SUPPORT IN SAUDI ARABIA.J)
THE CASE, THE BEST APPROACH MIGHT BE TO INCLUDE A RECON-

NAIZLANCE ELEMENT AS PART OF A LARGER PACKAGE INCLUDING F-45 OR OTHER

PAGE 2 RUSNAAAD246 S BC R E % ..

PIGHTERS. SUCH A FORCE WOULD PROYIDE A MORE EFFICIENT USE OF SUP-
PORT ASSETS. ON THE OTHER HAND, -I¥ TEE SOLE OBJECTIVE IS TO UPGRADE
SAUDI ARABIAN RECONNAISSANCE CAPABILITIES, IT MAY NOT BE NECESSARY
TO DEPLOY RF-4S BUT CONCENTRATE ON SOME FOEM OF AN ASSISTANCE VISIT
DESIGNED TO SURVEY REQUIREMENTS. IN EITEER CASE, THIS DEPLOYMENT
SEQOULD BE VIEWED AS A FIRST STEP TO IDENTIFY PROBLEM AREAS RATHEE
THAN A SOLUTION TO UPGRADING SAUDI ARABIAN CAPABILITIES. THE LONGER
RANGE GOAL WOULD APPEAR TO REQUIRE SOME FORM OF MAAG EQUIVALENT TEAM
PROVIDED FKOM CONUS RESOURCES.

DECL 94 MAY 1985,

B

H#O24E
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F™ SECSTATE WASHDC

", RUQMBI/AMEMBASSY ABU HABI 4546
“UGMOD/AMEMBASSY DOHA 93975-
RUQMXW/AMEMBASSY KUWAIT 7776
KUQMAM/AMEMBASSY MANAMA 5111
RUGMMT/AMEMBASSY MUSCAT 8273
KUQMNS/AMEMBASSY SANA 4857
RIQMHR/AMEMBASSY TEHRAN 3491~
INFO RUQMDH/AMCONSUL DHAHRAN 3572
RUSBQD/AMEMBASSY ISLAMABAD 6168
RUQMRA/AMEMBASSY JIDDA @326
RUQMYA/USLO RIYADE 2514
KUQMDJ/AMEMBASSY LJIBOUTI 3140
ANENAAA/CNO WASEDC

RUFLJCS/ JCS WASHDC 499¢
PUEKJCS/ SECDEF WASEDC 4537
"OSKAAA/USCINCEUR VAIHINGEN GE
1)

©“ECRET STATE 183729

F.0. 12265: DS 7/12/85 (BURLEIGH, A. PETER)
TAGS: MARR, SA, US

SUEJECT:  F=-3 FLIGHTS TO SAUDI ARABIA

1. SECRET - ENTIRE TEXT.

2, FYI: ACTION ALDRESSEES SHOULD BE AWARE THAT THE SAG
AND THE USG EAVE AGREED TO COMMENCE~ P-3 SURVEILLANCE

FLIGETS IN THE NEAR FOTURE. THE AIRCRAPT WILL USE DHAHRAN

ATRFIELD FOR ONE DEPLOYMENT EACH MONTH WEICH WILL-LAST

-5 DAYS. EACY DEPLOYMENT WILL CONSIST OF ONE DIEGO GARCIA

TO DEABERAN, ONE DFAERAN TO DFAHRAN AND ONE DHAHRAN TO
DI¥GC GARCIA LEG. SAUDI MILITARY OFFICERS WILL PARTICI-
Pel® IN THE DHAHRAN T0O DHAHRAN LEG OF THE DEPLOYMENT AND
TAE SAG WILL BAVE ACCESS T0 THE INFORMATION GATHERED.

7. THE PURPOSE OF THE DEPLOYMENT IS TO CONDUCT MARITIME
SURVEILLANCY OF THE ARABIAN SEA,-GULF OF OMAN, PERSIAN
GULF, GULF OF ADEN AND TFE RED SEA. END FYI.
C;RISTOPHER
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FM UBCCINCKUR VAIHINGEN GE//ECI3-JRC//

TO KNQMHK/CH USMTM TERRAN IRAN__§7" (":‘:JM ﬁl’d
RUGHMBA/ A 2B AT JIDDA SAUDI ARAB “,0

O vty AT 13;5 ¢

¥M Ky ULAFE KAMSTEIN AB GE//DO 1// Aﬂ
10 USCINCEUR VAIRINGEN GE//ECIS JRC// 'é*“ ¥
37 N

SFPCERTFT : §1
SORJ: L¥-4C DEPLOTMENT TO SAUDI ARABIA (B) iy &
REP: TOUR #v17427 MAY 79 [/ D
1. (&) ULAFY CAN SUPPORT A DEPLOYMENT SUCH AS PROPOSED IN REF MSG

CONTINGENT UPON SOFFICIENY LEAD TIME FOR PLANNING AND PROVISION OF
FURNDING TO COVER TOTAL COSTBJzClITIClE‘FUNDIHG SHORTFALLS WITHIN
TRIS COMMAND PRECLUDE THE USE OF USAFPY FUNDS TO MEET THIS REQUIRE-
MENT, INCLUDING DEPLOYMENT/REDEPLOYMENT C0S?S. IT SHOULD BE NOTED
THEAT DEPLOYMENT OF TWO RF-4S WOULD REQUIRE A SUPPORT PACKAGE OF 40
TO 6¢ PERSONNEL AND INVOLVE DETAILED ADVANCED PLANNING INCLUDING TH]
NEYDL POR A SITE SURVEY,
2. (S) DFPENDING UPON THE PRECISE GOALS OF THIS DEPLOYMENT, OTHER
FORCE S17ES ZND COMPOSITIONS MAY PROVE MORE BENEFICIAL. IT IS QUR
UNDERSTANDING THAT SOME FORM OF EXRRCISE DEPLOYMENT MIGHT BE CON~-
SIDERED AS A MEANS OF SHOWING US INTEREST AND SUPPORT IN SAUDI ARAB)
THE CASEK, THE BEST APPROACH MIGHET BE TO INCLUDE & RECON-
NAIZIANCE ELEMENT AS PART OF A Ll?ﬂll PACKAGE INCLUDING F-45 OR OTHI

PAGE 2 RUSNAAAD246 S BCR 5 % ..

YIGHTERS. SUCH A FORCE WOULD PROVIDE A MORE EFFICIENT USE OF SUP-
PORT ASSETS. ON THE OTHER HAND, -I¥ TEE SOLE OBJECTIVE IS TO UPGRADE
SAUDI ARABIAN RECONNAISSANCE CAPABILITIES, IT MAY NOT BE NECESSARY
TO DEPLOY RF-45 BUT CONCENTRATE ON SOME FOBM OF AN ASSISTANCE VISI)
DESIGNED TO SURVEY REQUIREMENTS, IN EITEER CASE, THIS DEPLOYMENT
SEOULD BE VIEWED AS A FIRST STEP TO IDENTIFY PROBLEM AREAS RATHEE
THAN & SOLUTION T0 UPGRADING SAUDI ARABIAN CAPABILITIES. THE LONGER
RANGE GOAL wOULD APPEAR TO REQUIRE SOME FORM OF MAAG EQUIVALENT TEAM
PROVIDED FROM CONUS RESODRCES.

DECL 94 MAY 1985,

BY
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FUQMER
RUEBHC #372¢ 1961535
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151509872 JUL 79

SECSTATE WASHDC
YUQMBI/AMEMBASSY ABU DHABI 4546
MOD/AMEMBASSY DOHA 9975

MO /AMEMBASSY {UWALT 7776

- JMAM/AMEMBASSY MANAMA 5111
uMMT/AMEMBASSY MUSCAT 8273

JMNS/AMEMBASSY SANA 4857
JMHER/AMEMBASSY TEHRAN 3491~

PO RUQMDH/AMCONSUL DHAHRAN 3572

5
.

SBOD/AMEMBASSY ISLAMABAD 6168
JMRA/AMEMBASSY JIDDA 2326

‘GMYA/USLO RIYADH 2514

LMDJ/AMEMBASSY LDJIBOUTI 31933
LENAAA/CNO WASHDC

£JCS/ JCS WASHDC 429¢
n4JCS/ SECDEP WASEDC 4537
SHAAA/USCINCEUR VAIHINGEN GE

£ C R BT STATF 183729
12265: DS 7/12/85 (BURLEIGH, A, PETER)

5e:  “MARR, SA, US
'£JECT:  P-3 FLIGHTS TO SAUDI ARABIA

SECRET - ENTIRE TEXT.

. ¥YI: ACTION ATLDRESSEES SHOULD BE AWARE THAT THE SAG
<0 THE USG LAVE AGREED T0 COMMENCE~ P-3 SURVEILLANCE
JGHTS IN THE NEAR PUTURE. THE AIRCRAPT WILL USE DHABRAN

"IRFIELD FOk ONE DEPLOYMENT EACH MONTH WHICH WILL-LAST

‘-5 DAYS. EACY DEPLOYMENT WILL CONSIST OF ONE DIEGO GARCIA

DFEAERAN, ONE DRAERAN TO DYAHRAN AND ONE DHEAHRAN 10

‘¥GC GARCIA LEG. SAUDI MILITARY OFFICERS WILL PARTICI-

% IN THE DHAHRAN TO DHAHRAN LEG OF THE DEPLOYMENT AND
'E SAG WILL HAVE ACCESS TO THE INFORMATION GATHERED.

&

. THE PURPOSE CF THE DEPLOYMENT IS TO CONDUCT MARITIME
"RVEILLANCE OF THE ARABIAN SEA,~GULF OF OMAN, PERSIAN
'LF, GULF OF ADEN AND TFE RED SEA. END FYI.

'RISTOPHER
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FM AMEMBASSY JIDDA

10 RUENC/SECSTATE WASHDC 6754
INFO RUQMKW/AMEMBASSY XIWAIT 4276
RUGMBI/AMEMBASSY ABU DHABI 1734
RUQMHR/AMEMBASSY TEHRAN 2742 - Wl
RUQMT I/AMEMBASSY TRIPOLI 1045 P7dute
RUFHRS/AMEMBASSY ALGIERS 7112

RUEHOS/ AMEMASSY LAGOS 229

RUGMYA/USO RIYADH 3818

RUQHD i/ ANCONS L DHAKRAN 2753

CONFIDENTTIAL JIDDA 5266

E.O, 120653 GDS 7/16/85 (SALOOM, JOSEPH) OR-L
TAGS: EFIN
SUBJECT ¢ CONGRESSIONAL HEARINGS ON OPEC INVESTMENT IN THE US

REF: STATE 1808653 (NOTAL)
e (C = ENTIRE TEXI)

2. ECONOFF PASSED INFO IN PARAS 1-4 OF REFTEL TO
DEPWY MINISTE OF FOREIGN AFFAIRS( IN CHARGE OF
ECONOMIC AND PETROLEUM MATTERS), SHEIKH ABDULLAH
AL IREZA ON JULY 16.

3. ALIREZA®S REACTION TO HEARINGS WAS NOT OUT OF
CHARACTER, HE CYNICALLY DISMISSED THE PROCEEDINGS AS
"YOUR (I,E. THE USG'S) PROBLEM™ AND SAID THAT IF THE US
DIDN'T WANT SAUDI INVESTMENT, ALL IT HAD TO DO WAS SAY SO,
THE SAG WAS NOT FORCING ITS INVESTMENTS ON THE US AND

HAD MANY ALTERNATIVES FOR PLACING SURPLUS FUNDS,

4, COMMENT: THE FACT THAT ALIREZA ASKED WHETHER WE HAD
AN ARABIC TEXT OF THE SUBSTANCE OF PARAS 1~4 OF REFTEL
MAY INDICATE SOMEWHAT MORE SERIOUS CONCERN THAN OPENLY
EXPRESSED,

WEST
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0 RUGMRA/AMEMBASSY JIDDA PRIORITY 2337
INFO R UQMKW/AMEMBASSY KUWAIT PRIORITY 7787 CL‘Q
RUGMBI/AMEMBASSY ABU DHABI PRIORITY 4561 :
1USBQD /AMEMBASSY ISLAMABAD PRIORITY 6153

KUMIMT /AMEMBASSY MUSCAT PRIORITY 8277 B~
R USBAE/AMEMBASSY NEW DELHI PRIORITY $8210

RUQYHR /AMEMBASSY TEHRAN PRIORITY 3531 ﬂ,{
RUEHAD/USINT BAGHDAD PRIORITY 1598

RT
CONFIDENTTIAL STATE 186174 (,\«/""‘

F.0. 12865 @S - 7/18/85 (TWINAM, JOSEPH)
TAGS: MILI, SA, US
SUBJECT: SAWDI ATTITUDE TOWARD US MILITARY PRESENCE

l. DUIRING JIWY 17 LUNCHEON WITH SAUNDERS AND TWlNaM,

SAUD 1 AMBASSADOR ALHEGELAN VOLUNTEERED FOR THE SECOND TIME
IN OUR CONTACTS WITH HIM SINCE HIS ARRIVAL A FAIRLY POINTED
(RITICISM OF US MILITARY PRESENCE IN THE PERSIAN GULF/
ARABIAN PENINSULA REGION., HIS THEME WAS THAT IN THE
ABSENCE OF MIDDLE EAST PEACE, ANY INCREASE IN US MILITARY
PRESENCE WOULD BE UNSETTLING IN THE REGION AND THAT IF
PEACE IS ACHIEVED IT WOUD BE UNNECESSARY,

?. SINCE HIS ARR]IVAL ALHEGELAN HAS STRUCK US AS BOTH i
ARTICILATE AND EXTREMELY WELL BRIEFED BY SAUDI AMBASSADORIAL
STANDARDS. HIS LINE ON MILITARY PRESENCE IS A VARIATION

ON THAT WHICH PRINCE SAUD TOOK IN THE PREPARATORY COMMITTEE
MEETING FEBRUARY 18IN RIYADH WHEN BOB MURRAY AND COMPANY
RETURNED .TO RIYADH IN THE COLRSE OF SECRETARY BROWN'S

VISIT TO THE AREA.

%, FOR AMBASSADOR WEST: IT WwOULD BE HELPFUL TO HAVE YOUR
VIEW, WITHOUT YOIR MAKING~APPROACH TO SAG, AS TO EXTENT
ALHEGEL AN®S COMMENTS REFLECT OFFICIAL SAG POSITION OR
WHETHER HE IS SIMPLY FREE-WHEELING AGAINST THE BACKGROUND

NF PUBLICLY EXPRESSED CONCERN IN THE GULF ABOUT RUMORS

OF US BUILDUP OF CAPABILITY TO INTERVENE MILITARILY IN

THE REGION. IN §974-75 NEGOTIATIONS TO RETAIN US NaVY IN
“AHRAIN, SAWDI SUPPORT WITH GOVERNMENT OF BAMRAIN FOR
“IDDLE EAST FORCE PRESENCE WAS AN IMPORTANT FACTOR IN EVEN-
TUAL BAHRAINI DECISION TO LET US RETAIN FACILITIES, WE
WwOWLD BE PARTICULARLY INTERESTED IN YOLR ASSESSMENT OF
WHETHER SAG WOWLD SUPPORT, OR AT LEAST RAISE NO OBJECTIONW,
TO AN INCREASE IN THE H!DDLE EAST FORCE PRESENCE. VANCE
=T
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RUQMMT /AMEMASSY MUSCAT 672
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CONFIDENTTIAL JIDDA 5389

E.0, 122651 GDS 7/22/85 (WEST, JOHN) OR-M
TAGS: MILI, SA, US )
SUBJECT: (U) SAUDI ATTITUDE TOWARD U.S. MILITARY PRESENCE

REF: STATE 126174
l. (C = ENTIRE TEXT)

2, I HAVE TWO COMMENTS TO MAKE ON AMBASSADOR HUJAYLAN'S
REMARKS AT LUNCHEON WITH SAUNDERS AND TWINAM, FIRST, I
THINK THE SAUDIS WANT US SECURITY BUT WITH LOW US
VISIBILITY, IF AND WHEN SAUDI ARABIA IS ATTACHED BY THE
USSR, THEY WOULD EXPECT US TO BE THERE EVEN IF IT MEANT
DIRECT INTERMENTION AND DIRECT US PRESENCE. SIMILARLITY
IF ATTACKED BY USSR SURROGATE, THEY WOULD WANT US TO COME
TO THEIR ASSISTANCE IN THE FORCE AND MANNER REQUIRED BY THE
SIT UAT ION, SHORT OF THAT, HOWEVER, THEY DO NOT WANT A DIRECT
US MILITARY PRESNECE IN SAUDI ARABIA OR IN THE
IMMEDIATE AREA, IF THERE HAS TO B AN AMERICAN BASE OR
PRESENCE, THEY PREFER THAT IT BE SOMEWHERE JUST OVER
THE HORIZON SO THAT IT WOULD NOT BE VISIBLE BUT SO THAT
IT WwOULD BE ABLE TO REACH THE SCENE IN GOOD TIME IN
CASE OF NEED, IN THE MEANTIME, THEY WANT US TO CONTINUE
TO STRENGTHEN THEIR MILITARY DEFENSES SO THAT THEY CAN
HANDLE ANY PURELY LOCAL SITUATION THA;’MAY ARISE,

. 4




. SAUDIS WANT LOW U.,S, PRESENCE SO AS NOT TO UPSET

{E NEIGHBORS, A4 US PRESENCE WOULD CREATE PROBLEMS

)R THEM WITH THE OTHER ARABS, ESPECIALLY IRAQ AND
‘RIA, AND FURTHER AFIELD, LIBYA AND ALGERIA, FOR

{IS REASON, SAG SPOLESMEN WILL CONTINUE , ALONG WITH
MWAIT AND THE OTHER FULF STATES, TO SOUND OFF

SAINST ANY PUBLIC SUGGESTION THAT US MAY BE QR SHOULD
" PLANNING FOR INTERNENTION IN THE GULF, THEY WILL

' XE PUBLIC LINE THAT THERE IS NO REAL THREAT AND THAT,
| ANY EVENT, THE STATES OF THE AREA WILL PROTECT
‘EMSELVES, ACCORDINGLY, WHILE SAUDI ARABIA WILL NOT
JBLICILY SUPPORT INCREASE OF MIDDLE EAST FORCE OPERATING
i0M BAHRAIN, WE DO NOT THINK THEY WILL OBJECT TO IT,
'OVIDED A) GAHRAIN DOES NOT OBJECT, B) INCREASE IS
DEST €)> INCREASE IS MADE DISCREETLY AND WITMOUT
NFARE, AND D) TIMING IS NOT SUCH AS TO COINCIDE WITH
W ROUND 0OF PUBLICITY ABOUT US CONTINGENCY PLANS

)R GILF,

MY SECOND COMMENT IS THAT HUJAYLAN IS CLOSER TO
'INCE SAUD THAN TO PRINCE SULTAN, WHILE SULTAN DID FEEL
INSTRAINED IN INTERVIEWS WITH BEIRUT PRESS OVER LAST
VERAL DAYS TO SOUND THE PUBLIC LINE, HE TENDS IN
NERAL TO BE LESS PRONE THAN SAUD TO GET EXCITED ABOUT
“CASIONAL REFERENCES TO POSSIBLITY OF US PRESENCE
\ THE AREA, BOTH SAUD AND SULTAN ACCEPT IN PRIVATE
{E NECESSITY FOR US,SECURITY SHEILD FOR SAUDI
'ABIA AGAINST SOVIETS, HOWEVER, SAUD IS MORE NATIONALIST
| QUTLOOK AND TENDS TQ EMPHASIZE NEED FOR LOW US
[SIBILITY MORE THAN SULTAN DOES, HUJAYLAN APPEARS
) PE DOING THE SAME THING AND IN FACT TO BE
"PROACHING THE PUBLIC LINE IN HIS LUNCHEIGON COMMENTS,
ST

3 89
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ZTE CRET SECTION @1 OF @2 STATE 191435/01
Ee0Qs 12065 GDS 7/23/85 (ROBERTS, SAMUEL)
TAGS: EG, IS, PINR

SUBJECT ¢ INTSUM 858 = JULY 23, 1979

LONDON FOR GLASPIE

PARIS FOR NICHOLAS MURPHY

DOD/I5A FOR RANSOM :

OT HER ADDRESSEES FOR CHIEFS OF MISSION

WARNING NOTICE SENSITIVE SOURCES AND MZTHOD INVOLVED
NOT RELEASABLE TO FOREIGN NATIONALS

C(PARAGRAPHS 1-6 SECRET)

lo SAUDI ARABIA: THE OIL LINKAGEs PSYCHOLOGICAL AND
SOCIOLOGICAL FACTORS HELP TO EXPLAIN THE SU3TLE LINKAGE
BETWEEN THE SAUDIS® OIL PRODUCTION POLICIES ;ND THEIR
EXPECTATIONS OF PROGRESS IN THE MIDDLE EAST PEACE PROCESS:

(A) THE SAUDIS HAVE A DEEPLY INGRAINED AVERSION TO
APPEARING TO BE THREATENING; THAT MAKES BLUNT USE OF
THE OIL WEAPON, SUCH AS OCCURRED IN 1973, AN EXCEPTION.-
TO THE SAUDIS, THREATS AND BLACKMAIL DIRECTLY CHALLENGE
FUNDAMENT AL BEDOUIN NORMS AND ARE THEREFORE REGARDED

AS TACTICALLY COUNTERPRODUCTIVE,

(B) IF A SAUDI WANTS TO INFLUENCE A FRIEND, HE DOES SO
IN THE CONTEXT OF RECIPROCITY. IN THE SAUDI SYSTEM,
FRIENDS HAVE A MUTUALITY OF OBLIGATIONS THAT O@LIGES
ONE TO HELP ANOTHER, BUT ALSO MAKES ONE FEEL FREE TO
CALL UPON ANOTHER IN TIME OF NEED, IN THE PROCESS,
INFLUENCE IS EXERCISED AND EXPECTATIONS ARE MET WITHOUT
CONFRONTATION,

2. THESE FACTORS SUGGEST THAT THE SAUDIS ARE UNLIKELY
TO MAKE AN EXPLICIT LINKAGE BETWEEN OIL AND THE PEACE
PROCESS, KING KHALID AND CROWN PRINCE FAHD, IN FACT,
HAVE SPECIFICALLY DENIED THAT THESE TWO MATTERS ARE
INTERCONNZCTED, BUT SUCH DENIALS SHOULD NOT BLIND THE
US TO THE EXPECTATIONS THAT SAUDIS HOLD.
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3. EMBASSY JIDDA HAS PECENTLY REPORTED THAT THE SAUDIS
ARE REGINNING TO REGARD THEIR SPECIAL RELATIONSHIP WITH
THE US AS PEING SOMEWHAT UNBALANCED IN THE LATTER'S
FAVOR, THE CURRENT SHORTFALL IN UORLD OIL SUPPLIES

HAS UNDERLINED FOR SAUDI ARABIA THE ABSOLUTE DEPENDENCE
OF THE UMITED STATES AND ITS WESTERN ALLYES ON IMPORTED
OIl, IT MAS LED THE SAUDIS TO EXP;CT MORE CONSIDERATION
AND 'OPF CONCESSIONS FROM THE US IN RETURN FOR THEIR OIL,

4,  SUPPORT+FOR THIS ARGUMENT CAN BE FOUND IN:

(A) CRCWN PRINCE FAHD'S PUBLIC SUGGESTION IN JUNE THAT
THE UNITED STATES START AN IMMEDIATE DIALOGUE WITH THE
FLO, “THE SAUDI GOVERNMENT," HE SAID, "WOULD BE MORE
THAN PREPARED TO CONTRIBUTE TO THIS TAKING PLACE,,

(8) SHETK YAMANI®S ASSERTION IN A JULY INTERVIEW THAT IF
THE Ys COULD NOT CQMPEL ISRAEL TO WITHDRAW FROM THE
OCCUPIED TERRITORIES, IT "MUST BE PREPARED TO FACE THE
CONSEQUENCES,,ss  YOU CAN'T EXP:CT ARABS TO COOPERATE
ON OIl. UNLESS THERE ARE POSITIVE INCENTIVES ON THE
POLITICAL FRONT,"

(C> SAUDI DECISION TO CONDUCT AN INTENSIVE TECHNICAL
REVIEW OF OIL PRODUCTION IN AUGUSTs WE BELIEVE THAT
THIS REVIEW wILL RECOMMEND AGAINST THE PRODUCTION OF
ADDIT IONAL OIL AFTER SEPTEMBER UNLESS THERE ARE coM-
PELLING FOREIGN POLICY REASONS TO DO OTHERWISE.

5. IN THIS CONTEXT, EM@ASSY JIDDA JUDGES THAT THERE IS
A STRONG BUT UNSPOXEN LINX BETWEEM THE RECENT OJL PRO-
DUCT JON INCREASE AND SAUDI EXPECTATIONS OF PROGRESS IN
THE PEACE PROCESS, WE SHARE THE EMBASSY'S BELIEF THAT
IF THERE IS NO PROGRESS IN THE NEXT SIX MONTHS THERE
WILL BE EXCEPTLONALLY STRONG PRESSURES WITHIN THE SAUDI
HIZRARCHY FOR A RETURN TO A PRODUCTION LEVEL OF 8,5
MILL ION BARRELS OF OIL A DAY, AS WELL AS FOR ACCOMMO-
DATION TO A UNIFIED AND HIGHER PRICE OF OIL AT THE
DECEMBER OPEC MEETING.

S« IN SHORT, WE BELIEVE THAT THE SAUDIS HAVE GIVEN THE US
AN TNDUCEMENT , RATMER THAN A THLEAT, TO ADD MOMENTUM TO
THE PEACE PROCESS, THE SAUDIS® PERCEPTION THAT THE US

HAD FAILED TO RESPOND TO THIS INDUCEMENT, HOWEVER,

WOULD RESWT IN ITS WITHDRAWAL,

(PARAGRAPHS 7-9 UNCLASSIFIED)

7. THREAT TO US SHIPPING: THE US HAS WARNED OIL TANKERS
TRANSITTING THE PERSIAN GULF AREA, PARTICULARLY THE
STRAIT OF HORMUZ, OF THE POSSIBILITY OF AN ATTACK OR
OTHER HOSTILE ACTION AGAINST- .THEM,

8 THE MAIN SHIPPING CHANNEL THROUGH TNE STRAIT, WHICH
UTILIZES THE SHORTEST ROUTE AROUND THE MUSANDAM
PENINSW.A OF NORTHEAN OMAN, IS 32 TO 35 KILOMETERS

BT
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LONG AND EIGHT TO 13 KILOM-TERS WIDE, THE INBOUND AND
OUTBOUND CHANNELS ARE SEPARATED BY A PROHIBITED AREA ABOUT

TWO KILOMETERS WIDE, DEPTHS IN THE CHANNEL GENERALLY
RANGE FROM 75 METERS TO MORE THAN 209 METERS., THE
OUTBOUND CHANNEL IS WIDE ENOUGH AND DEEP ENOUGH TO ENABLE
?HIPI?ENTS TO CONTINUE EVEN IF TWO SUPERTANKERS WERE SUNK
N IT.

9, OUTBOUND TANKERS COULD AVOID ANY DANGER IN THE
CHANNEL BY PASSING THROUGH THE BROAD, SHALLOWER PART OF
THE STRAIT NORTH AND EAST OF THE QUOIN ISLANDS WHERE
DEPTHS RANGE FROM 45 TO 89 METERS, MORE THAN ADEQUATE
TO PERMIT PASSAGE OF THE LARGEST SUPERTANKERS.

18, (Y) ISRAEL-UN OBSERVERS: THE PROPOSAL TO STATION
UN OBSERVERS IN THE SINAI WHEN THE UNEF MANDATE EXPIRES
JULY 24 VAS REJECTED AT AN ISRAELI CABINET MEETING JULY
22, ACCORDING TO JERUSALEM RADIO, BEGIN TOOK PART IN
THE DECISION. THE ISRAELI POSITION IS THAT THE
STATIONING OF THE OBSERVERS CONTRADICTS THE CAMP DAVIL
AGREEMENT S, THE RADIO REPORT SAID,

11, (U) BEGIN'S HEALTH: BEGIN WAS REPORTED BY HIS
DOCTORS TO BE RESTING COMFORTABLY OVER THE WEEKEND.

HE CONT INUES TO RECEIVE VISITORS, INCLUDING GOVERNMENT
OFFICIALS, THE APTERIAL BLOCKAGE, WHICH CAUSED DIZZI~
NESS AND VISION PROBLEMS, REPORTEDLY 1S BEGIN'S ONLY
IMMEDIATE PROBLEM., THERE ARE NO REPORTS OF A RECUR~-
RANCE OF HIS HEART TROUBLES OR OTHER HEALTH PROBLEWMS,

12, () ISRAEL~-UN-SETTLEMENTS: JERUSALEM RADIO REPORTED
JULY 22 THAT THE ISRAELI CABINET REJECTED THE UN'S
RESOLUT ION ON SETTLEMENTS, SAYING THE SETTLEM;NIS ARE
LEGAL AND THERE IS NO CHANGE IN THE STATUS OF JERUSALEM,
THE CABINET ALSO SAID ISRAEL WOULD NOT COOPERATE WITH
THE UN SETTLMENT COMMISSION. (IT DID NOT COOPERATE
WITH TH: COMMISSION PREVIOUSRY.?

13, (U) SYRIA-ISRAEL-SANCTIONS: SYRIA'S UN REPRESEN-
TATIVE JUILY 208 CALLED ON THE SECURITY COUNCIL TO INVOXE
SANCT IONS AGAINST ISRAEL BASED ON THE FINDINGS OF THE
UN COMMISSION OM SETTLEMENTS, HE SAID THE COMMISSION®S
REPORT WOULD BE MEANINGLESS UNLESS THE UN TOOK ACTION
BUT THAT HF WAS AWARE THAT ISRAEL"S "PATRON™ WOULD VETO
SANCT IONS AGAINST ITS " PROTEGE.®
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14, (C) EGYPT-ISRAEL-OILs EGYPTIAN OFFICIALS HAVE TOLD
?ASSY CAIRO THAT, CONTRARY TO EARLIER ASSUMPT IONS,

7 ARAB SANCTIONS AGAINST EGYPT ARE CREATING PRORLEMS
THT SUPRLY OF PETROLEUM PRODUCTS, EGYPT IS BUYING
[HESE PRODUCTS FROM MEDITERRANEAN COUNTRIES, NOW THAT
ATAE CONMNTRIES HAVE CUT EGYPT OFF, BUT THESE NEW SUPPLIERS
-=ITALY, GR:ECE AND FRANCE-~HAVE BEEN RELUCTANT TO SELL
7Y SAYPT 2CCAUSE THEY FEAR ARAB RETALIATION, ACCORDING
I THE EGYPTIANS, EGYPT IS R:TALIATI3G BY THREATENING
ID CYT 9FF CRUDE TO COUNTRIES WHICH WILL NOT SUPPLY
CCFINED PRODUCT S, EMBASSY CAIRO COMMENTS THAT IF THE
TAELIS ARE EXPECTING THE ALMA FIELD OUTPUT, THEY MAY
' DIGAPPOINTED BECAUSE ALTHOUGH EGYPTIAN PRODUCT ION

{5 INCREASING, EGYPT WILL NEED ALMA OIL FOR ITS OWN
©OWING CONSUMPTION. THE EGYPIIANS BELIEVE THE PROBLEM
CAN RBE SOLVED RY PROVIDING CRUDE FROM OfHER FIELDS
CSUMING THE ISRAELIS ARE NOT INSISTENT UPON THE TYPE
NF CRIDE FROM ALMA,

5. (U) HADDAD-MOSPITALIZED: THE IRAQI NEWS AGENCY JULY
'A REPOPTED THAT MAJOR HADDAD, LEADER OF THE CHRISTIAN
“ILITIA IN SOUTHERN LEBANQN, WAS WOUNDED LAST WEEK AND
POSPITALIZED IN ISRAEL. WE HAVE NO INFORMATION TO
CONFIRM THE REPORTED WOUNDING BUT ISRAELI MEDIA HAVE
SAID THAT HADDAD IS IN A HAIFA HOSPITAL,

16, (C) HADDAD=-UNIFIL: CHRISITIAN MILITIA LEADER MAJOR
HADDAD JULY 22 REPEATED HIS CLAIMS THAT UNIFIL IS AIDING
[HE PALESTINIAN GUERRILLAS AND SAID HIS MEN WOULD FIRE
NN UNIFIL IF NECESSARY TO PROTECT THEIR POSITIONS,
UADDAD"S LATEST REMARKS CONTINUE STEADY CLAIMS BY THE IDF,
I HZ CHRISTIANS AND THE ISRAELI PRESS OF UNIFIL COOPERA-
[TON WITH THE GUERRILLAS-=-ALL OF WHICH ARE DENIED BY
UNIFIL, HADDAD'S COMMENTS SINGLED OUT THE IRISH UNIFIL
CONT INGENT WITH WHICH HIS MEN HAD A RECENT CONFRONTATION.
MADDAD®S MEN HAVE MOVED INTO A VILLAGE CALLED BAYT.

YAHUN AND, AS OF YESTERDAY, WERE INSISTING THAT THEY WOULD
“TAY aMD SET UP A CHECK POINT, THIS VILLAGE IS IN THE
IRISH UNIFIL TERRITORY, WE ALSO NOTE SEVERAL RECENT
STONIES IN THE ' LERANESE CHRISTIAN AND ISRAELI MEDIA

ASOUT SHIAS INJURED OR KILLED BY SYRIAN OR PALESTINIAN
TUERRILLA UNITS., THKIS MAY SIGNAL A RENEWED CONTEST FOR
“HIA SYMPATHIES., SHIAS CAN BE FOUND' ON BOTH THE ISRAELI1/
CHRISTIAN AND LEFTIST/MUSLIM SIDES OF THE SOUTHERN
!ERANON FIGHT ING,

CHRI ST OPHER

nt

Y1439



NNNNVV  ESA228BRA002¢

PP RUQMHR

DE RUEHC #7645/01 2220311

ZNY $388S ZZH

P 0921307 AUG 79

M SECSTATE WASHDC

TO INTSUM COLLECTIVE PRIORITY

INFO RUEATRS/TREASURY DEPARTMENT WASHDC PRIORITY <2614
RUEKJCS/DOD/ISA WASHDC ~ PRICRITY

BT
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E.O0. 12065 GDS 8/9/85 (MONIVILLE, JOSEPH V. )}

TAGS: EG, IS, PINR
SUBJECT: INTUSM 871- AUGUST 9, 1979

LONDON POR  GLASPIE
PARTS FOKR NICHOLAS MURPHY

_ DOD/ISA FCR RANSOM
OTHER ADDRESSEESFOR CHIEFS OF MISSION

(PARAGRAPHS 1-4 SECRET)

1. SAUDI ARABIA-NORTH YEMEN: SAUDI CONCERNS: SAUDI
ARARTA'S LEADERS ARE INCREASINGLY APPREHENSIVE ABOUT THE
STTUATTON IN NORTH YEMEN, ACCORDING TO A CIA ANALYSIS.
THEY PROBABLY ARE PICKING UP RUMORS THAT NORTH YEMENI
PUI*SIDENT SALIH IS ABOUT TO STRIKE A DEAL WITH SOUTH YEMEN
IN ORDER TO BOLSTER HIS FALTERING DOMESTIC POSITION.

2. SAUDI OFFICTALS URGED TE US LAST WEEKEND TO GIVE
RIYADH GREATER CONTROL OVER US ARMS. SE T TO NORTH YEMEN
BY SHIPPING SPARE PARTS AND AMMUNITION TO SAUDI ARABTA,
WHICH WOULD STORE THEM FOR THE NORTH YEMENIS. THE SAUDIS
FXPRESSED CONCERN THAT THE WEAPONS ULTIMATELY COULD BE
USED AGAINST THEM IF THERE WERE UNFAVORABLE POLITICAL
CHANGES 1IN NORTH YEMEN.

3. THE SAUDI POLICY TOWARD THE NORTH HAS LONG BEEN
AMIZTVALENT.  THE SAUDIS WANT NORTH YEMEN TO BE STRONG

POL
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FNOUGH TO DEFEND ITSELF ACAINST THE SOUTH BUT NOT STRONG
FNOUGH TO THREATE; THEM. THE SAUDIS ARE SUSPICIOUS ABOUT
NORTH YEMEN'S WILLINGNESS TO ENGAGE IN UNIFICATION TALKS

WITH THE SOUTH. THE NORTH YEMENIS FOREIGN MINISTER'S VISITS
TO ADEN AND BAGHDAD EARLIER THIS MONTH, AND REPORTS OF
RECENT MEETINGS BETWEEN PRESIDENT SALIH AND EXTLES CON-
TROLLED BY ADEN, HAVE PRESUMABLY HEIGHTENED SAUDI FEARS.

4. SAUDI DEFENSE MINISTER SULTAN--THE CENTRAL FIGURE IN
DEFINING HIS GOVERNMENT'S POLICY TOWARD THE YEMENS--MAY
COOPERATE WITH DISGRUNTLED NORTH YEMENIS TO OUST SALTH
IF HE CONCLUDES THAT SALIH IS INDEED GOING TOO FAR IN
APPEASING THE SOUTH.

5. (U) EGYPT-NEW UNSC RESOLUTION: THE JERUSALEM POST
REPORTS THAT MINISTER OF STATE BUTRUS CHALI IN A PRIVATE
BRIEFING GIVEN THE NEWSPAPER BEFORE WINDING UP AUTONCMY
TALKS IN HATFA SAID: "WE WANT A NEW RESOLUTION TO UPDATE
242 NOT REPLACE IT.... ALL BEGYPT SEEKS IS THE ESTABLISH-
MENT OF A PROVISIONAL PALESTINIAN ENTTTY IN THE WEST BANK
AND GAZA FOLLOWING WHICH THE PALESTINTANS THEMSELVES WILL
NEGOTIATE THEIR RIGHT TO SELF-DETERMINATION." BUTRUS
HALT INDICATED THAT THE PRINCIPLES AGREED TO AT CAMP
DATVID MUST BE PASSED ON TO THE SECURITY COUNCIL "WITH THE
AIM OF DEVELOPING THEM INTO A FORMULA ACCEPTABLE TO ALL
‘THE PARTTES.... WE WOULD LIKE THAT FORMULA SERVE AS A
FALLBACK TO US IF THE CURRENT PROCESS FAILS TO PRODUCE
RESULTS. "

IMBASSY CATRO REPORTS THAT IN A PRESS BACKGROUNDER GIVEN
TRAVELING CORRESPONDENTS ON HIS WAY HOME FROM HATIFA,
PRIME MINISTER KHALTL INDICATED THAT A’ NEW SECURITY
OUNCIL RESOLUTTON WILL ATTEMPT TO ACHIEVE THE FOLLOWING

(A) PALESTINIAN RECOGNITION OF ISRAEL'S RIGHT TO EXIST;

(B) INTERNATTONAL RECOGNITION OF PALESTINIAN POLITICAL
HIGHTS;

(C) TERMINATION OF ISRAELY AGGRESSION IN LEBANON;
AND

‘1)) TERMINATION OF PALESTINIAN ATTACKS OR AGGRESSIONS

131



INSIDE ISRAEL.

6. (U) FGYPT-AUTONOMY NEGOTIATIONS: CAIRO RADIO
REPORTED AUGUST 7 THAT PRIME MINISTER KHALIL CONSIDERED
THE RESULTS CF THIS MOST RECENT ROUND OF NEGOTIATIONS AS
POSITIVE." KHALIL, ACCORDING TO THE REPCRT, SAID THAT
EAST JERUSALEM IS INCLUDED AS AN ELECTORAL CONSTTTUENCY
AND THAT EIECTIONS WILL BE HELD ETTHER UNDER INTERNATTONAL
SUPERVISION OR UNDER TRIPARTITE OR QUADRIPARTTTE SUPER-
VISION.

7. (U) ISRAFI~PLO: REUTER REPORTS THAT ISRAEL IN A
LETTER TO UN SECRETARY-GENERAL WALDHEIM COMPLAINING ABOUT
A PIO-SPONSCRED BOMBING IN JERUSALEM ON AUGUST 5 IN WHICH
SIX PEOPLE WERE HURT CALLED THE PLO "A SYNDICATE OF
MURDERERS" AND A "TERRORIST INSTRUMENT IN THE HANDS OF
CERTAIN ARAB GOVERNMENTS."

8. (U) ISRAEL-TRIAL: TWO PALESTINIAN GUERRILIAS ARE TO
FACE TRTAL IN MILITARY COURT ON AUGUST 9 FOR PARTICIPATING
IN AN ATTACK ON COASTAL ROAD TRAFFIC MARCH 11, 1978 IN
WHICH 34 ISRAELIS WERE KILLED AND 72 WOUNDED. THEY ARE
THE FIRST GUERRILLAS TO BE BROUGHT TO TRIAL SINCE THE
CABINET DECIDED IN THE WAKE OF THIS SPRING'S ATTACK ON
NAHARIYYA TO LIFT THE 30-YEAR OLD INSTRUCTION TO THE
ATTORNEY GENERAL NOT' TO DEMAND THE DEATH PENALITY.

BT
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9. (C) ISRAEL-US: EMBASSY TEL AVIV REPORTS THAT THE
ISRAELT FRESS ATTRIBUTES DAYAN'S BLASTS AT THE US IN
THE AUGUST 5 CABINET MEETING AND IN HIS YEDIOT AHARONOT
INTERVIEW TO AN ALIFGED QUESTION CONVEYED TO HIS FRCM
THE SECRETARY CONCERNING THE STATE OF ISRAEL'S ECONOMY.
ACCORDING TO ONE KNOWLEDGEABLE KNESSET MEMBER, DAYAN
HAD A REPORT FR(M AMBASSADOR EVRON WHICH CONVEYED A
QUESTION FROM THE SECRETARY ON ISRAEL'S ECONCMY BUT WAS
NOT CHARACTERIZED AS AN OFFER OF ASSISTANCE. NEVERTHELESS,
THE ISRAELI FOREIGN MINISTRY HAS NOT DENIED

A STORY CIRCULATING THAT DAYAN HAD A MESSAGE DIRECTLY
FROM THE SECRETARY ON ISRAEL'S ECONQMY.

10. (U) SADAT-ARABS: SADAT IN A MEETING WITH BGYPTIAN
JOURNALISTS ON THE EVENING OF AUGUST 6 ACCUSED THE ARA S
(AND RIYADH BY NAME) OF TRYING "TO STARVE THE EGYPTIAN
PEOPLE." THE EGYPTIAN NEWSPAPER GUMHURRIYYA REPORTED
THAT SAUDI SECOND DEPUTY PRIME MINISTER AND NATTONAL
GUARD CCMMANDER ABDALLAH WAS INVOLVEDIN A BRIBERY SCANDAL
INVOLVING CONTRACTS FOR THE CONSTRUCTION OF TWO HOSPITALS
FOR THE GUARD AND ALLEGED THAT GEIGTAN  PROSTITUTES WERE
BROUGHT INTO SAUDI ARABIA UNDER THE GUISE OF NURSES.
ABDALLAH WAS ACCUSED OF BEING THE SAUDI OFFICIAL MOST
OPPOSED TO THE THEATY.

THESE ATTACKS CONTINUE THE RENEWED ANTI-SAUDI CAMPAIGN
EVIDENT IN SADAT'S SPEECHES AND THE EGYPTIAN PRESS SINCE
LATE JULY DESPITE MUBARAK'S PLEDGE TO LOOK INTO THE
MATTER. THE SAUDIS HAVE, THUS FAR, NOT RESPONDED TO THIS
CAMPAIGN BUT HAVE INDICATED TO US THAT THEIR PATIENCE IS
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WEARING THIN.

11, (U) ISRAELI PRESS-US-IEBANCN: MOST OF THE ISRAELT
PRESS AUGUST 8 INTERPRETED THE SECRETARY'S LETTER TO
CONGRESS ON THE USE OF US EQUIPMENT IN LEBANON AS A THREAT
OF A MILITARY EMBARGO. THE JERUSALEM POST WAS AN
EXCEPTION NOTING THE PHRASE THAT ISRAEL "MAY" HAVE
VIOLATED AGREEMENTS WITH THE US. THE POST CHARACTERIZED
THE SECRETARY'S WARNING TO ISRAEL AS " VEILED" AND
"ELIBERATELY VAGU"."

l2. (U) LEBANON-UNIFIL: IN A STATEMENT DEVELOPED TO

THE CHAMBER OF DEPUTIES ON THE SECURITY STTUATION IN THE
COUNTRY, PRIME MINISTER AL-HUSS ACCUSED ISRAEL THROUGH

ITS "AGGRESSIONS" OF TRYING "TO EMBARRASS, HUMILIATE AND
DEMORALIZE THE UN FORCES, PRCMPTING THEM TO WITHDRAW." VANCE
BT

#7645
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E.0. 12065: GDS 8/16/85 (MONIVILLE, JOSEPH V.)
TAGS :EG, IS, PINR
“UBJECT: INTSUM 876-AUGUST 16,1979

( PARAGRAPHS 1-14 SECRET)

!. SAUDT ARABIA: PERCEPTIONS OF THE ARAB-ISRAELT CONFLICT.
A CIA ANALYSIS OF EARLY AUGUST INCLUDES THE FOLLOWING:

THE SAUDIS REGARD THE ARAB-ISRAELI CONFLICT AS A DIRECT
MREAT TO THEIR NATIONAL SECURITY. THEY VIEW ARAB,AND
IiPRCIALLY PALESTINTAN, FRUSTRATION WITH ISRAEL AS A
“URCE OF INSTABILTTY IN THE AREA THAT HAS BEEN SUCCESS-
iIILY EXPLOTTED BY RADICAL LEFTISTS AND THE USRR. EGYPT'S
M:ACE AGREEMENT WITH ISRAEL HAS ONLY SERVED TO INCREASE
“ULARIZATION IN THE ARAB CAMP AND STRENGTHENED THE ABILTTY
¥ RADICAL STATES LIKE IRAQ TO PLAY A LARGER ROLE IN THE
HEGGION.

THE ARAB-ISRAELI CONFLICT THREATENS RIYADH'S "SPECIAL
“LATTONSHIP" WITH THE US. SAUDI FOREIGN POLICY HAS LONG
'EN BASED ON TWO PILJARS—US SECURITY GUARANTEES AND
'IPPORT FOR THE LARGEST POSSIBLE MOLERATE ARAB ALLIANCE
4 CONSENSUS. CLOSE US TIES TO ISRAEL AND WASHINGTON'S
iTIMATE CONNECTION WITH THE CAMP DAVID PEACE AGREEMENTS
“AVE FORCED RIYADH TO CHOOSE BETWEEN THESE TWO INTERESTS.
“Mi SAUDIS HAVE REPEATEDLY FELT THEY MUST CHOOSE IN FAVOR
# ARAB CONSENSUS, AND THIS HAS ERODED THEIR RELATIONSHIP
«!'"H THE US,



3. THE SAUDIS ARE ALSO CONCERNED THAT THEY MAY BECOME
DIRECTLY INVOLVED IF THERE IS ANOTHER ARAB-ISRAELI WAR.
WHILE THEY NO LONGER HAVE ANY MILITARY UNITS IN SYRTA

AND JORDAN AS THEY DID IN THE MID-1970S, THE SAUDIS FEAR
THAT ISRAEL MAY STRIKE AT SAUDI MILITARY INSTALLATIONS AT
TABUK NEAR THE ISRAELI BORDER IN THE EVENT OF ANOTHER WAR.
ANOTHER ARAB-ISRAELI CONFLICT, MOREOVER, WOULD LEAD TO
ARAB PRESSURE TO REIMPOSE A BOYCOTT ON OIL SUPPLIES TO THE
US, RAISING THE DANGER OF THE COMPLETE DESTRUCTION OF THE
SPECTAL RELATIONSHIP WITH WASHINGTON.

4. THE ISSUE THE SAUDIS ARE MOST IDENTIFIED WITH IN THE
WEST IS JERUSALEM. SAUDI LEADERS HAVE LONG BEEN OUTSPOKEN
ADVOCATES OF THE CCMPLETE RETURN OF EAST JERUSALEM TO
ARAB CONTROL. SAUDI CONCERN FOR JERUSALEM IS GENUINE AND
DEEPLY FELT. RELIGIOUS OUTRAGE PLAYED A MAJOR ROLE IN THE
SAUDIS' INITIAL ANGER AT BGYPTIAN PRESIDENT SADAT'S VISIT
TO JERUSALEM IN NOVEMBER 1977.

5. SAUDI OUT SPOKENNESS ON JERUSALEM REFLECTS RIYADH'S SELF-
IMAGE AS THE DEFENDER OF ISLAMIC VALUES AND INTERESTS.

THE SAUDI MONARCHY WAS ESTABLISHED AS THE SECULAR ARM OF

A REFORMIST ISLAMIC MOVEMENT, THE WAHHABIS, AND REMAINS
TDECLOGICALLY CLOSE TO THE MUSLIM CLERGY, THE ULEMA. ANY
PUBLIC MOVE THAT WOULD SOFTEN SAUDI COMMITMENT TO THE
CCMPLETE RETURN CF ARAB JERUSALEM TO ARAB CONTROL WOULD
PROBABLY LEAD TO PRESSURE FROM THE ULEMA AND UNDERMINE

THE LEGITIMACY OF THE MONARCHY'S CLATIMTO RULE.

6. DESPITE THEIR TOUGH PUBLIC POSTURE, HOWEVER, THERE
ARE INDICATIONS THAT AT LEAST SOME SAUDI LEADERS RECOGNIZE
THERE IS LITTLE LIKELIHOOD THAT ISRAEL CAN BE INDUCED TO
RETURN ALL OF EAST JERUSALEM TO ARAB CONTROL AND THAT THE
ARABS WILL BAVE TO SEITLE FOR SOMETHING LESS.

7. IT IS LIKELY THAT THE SAUDIS WOULD SUPPORT ANY SETTLE-
MENT OF THE JERUSALEM ISSUE THAT THE PALESTINIANS ACCEPTED.
ONLY BY EASING PALESTINIAN FRUSTRATIONS, THE SAUDIS
BELIEVE, CAN THE THREAT OF RADICALISM AND INSTABILITY BE
DIMINISHED.

8. SAUDI LEADERS ARE CONVINCED THAT BRINGING THE PLO
INTO THE PEACE PROCESS WOULD REMOWE THE LARGEST PALESTIN-
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B3
IAN ORGANIZATION FROM THE RADICAL CAMP (F THOSE ARABS WHO
REJECT SETTLEMENT WITH ISRAEL. THE ONUS POR ACCEPTING
DIFFICULT COMPROMISES WITH ISRAEL WOULD THERRBY BE
SHIFTED FROM THE MODERATE ARABS TO THE PALESTINIANS THEM-
SELVES.

9. 'THE SAUDIS PREFER THAT THE BANK AND GAZA FORM

THE BASIS OF AN INDEPENTENT PALESTINIAN STATE RATHER THAN
AN ENTTTY TIED TO JORDAN, ALTHOUGH RIYAIH WOULD ACCEPT THE
LATTER IF THE PALESTINIANS FAVORED IT. THE SAUDIS MEVER
RECOGNIZED JORDANIAN CONTROL OWER THE WEST BANK BEFORE
1967 AND HAVE OONSISTENTLY -SUPPORTED THE ISTU RABAT SUMMIT
DECISION, WHICH STRIPPED JORDAN CF ANY RIGHT TO NEGOTTATE
FOR THE WEST BANK'S RETURN.

10. SAUDI SUPPORT FOR THE PALESTINIAN FEDAYEEN DATES
FROM THE LATF, 1960S. THE SAUDIS ARE AMONG THE MOST IM~
PORTANT FINANCIAL BACKERS (F THE PLO AND ESPECTALLY OF
YASIR ARAFAT'S FATAH GROUP. SAUDI SUPPORT FOR THE PALES-
TINIANS REFIECTS A COMBINATION OF SINCERE COMITMENT TO
THETR CAUSE AND FEAR OF A POTENTIAL M<DAYEEN CAMPAIGN CF
SUBVERSION AGAINST THE XINGDOM.

11. CENTRAL TO THE SAUDI-PALESIINIAN RELATIONSHIP IS

Br
#H6T6
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THE FACT THAT MORE THAN 100,000 PALESTINIANS LIVE IN THE
KINGD(M. THE PALESTINIAN COMMUNITY INCLUDES MANY LONG-
TIME RESIDENTS WORKING IN MEDICINE, TEACHING, BUSINESS,
AND THE SKILLED TRADES. THE PALESTINATNS IN SAUDI ARABIA
ARE THE HIGHEST PATD OF THE ARAB AND OTHER NON-WESTERN

EXPATRIATE WORKERS IN THE COUNTRY--A STTUATION THAT GIVES
THEM A STAKE IN THE STABILITY OF THE REGIME. THE SAUDIS
HAVE, HOWEVER, CAREFULLY LIMITED THE NUMBER OF PALESTIN-
TANS WORKING IN THE OIL INDUSTRY, AND THE SECURITY SERV-
ICES KEEP A CLOSE WATCH ON THE PALESTINIAN COMMUNITY.

12. THE LINKAGE BETWEEN SAUDI ATTITUDES ON THE PEACE
PROCESS AND THEIR WILLINGNESS TO SUPPLY OIL TO THE WEST
IS SUBTLE AND COMPLEX. THE SAUDIS ARE WELL AWARE THAT
MARKET FORCES SINCE 1973 HAVE INCREASED THEIR LEVERAGE
‘OVER THE US AND THAT A FULL-SCALE EMBARGO IS NO LONGER:
NECESSARY TO APPLY PRESSURE. THE SAUDIS CAN PRESS THE US
SIMPLY BY INACTION IN THE FACE OF INCREASED DEMAND, OR
BY NOT RESISTING PRESSURES FOR HIGHER PRICES.

13. AT THE SAME TIME, SAUDI OIL POLICY IS INFLUENCED BY
ISSUES OTHER THAN THE PEACE PROCESS. THE SAUDI HAVE TO
BALANCE THEIR NEED FOR US SECURITY  GUARANTEES AND THEIR
ECONOMIC RELATIONSHIP WITH THE WEST AGAINST THEIR DESIRE
FOR A MORE FORTHCOMING US POLICY ON THE PALESTINIAN ISSUE.

14, THE SAUDIS ARE MORE LIKELY TO USE THEIR OIL LEVERAGE

AS AN INDUCEMENT TO THE US TO PROMOTE PROGRESS IN THE PEACE
PROCESS THAN AS A THREAT. IN THE MONTHS AHEAD, THE SAUDIS
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WILL BE LOOKING FOR INDICATIONS THAT THE CURRENT AUTONCMY
{FCOTTATIONS BETWEEN EGYPT AND ISRAEL CAN ULTIMATELY PROVIDE
HE BASIS FOR SATISFACTORY SETTLEMENT OF THE PALESTINTAN
"KOBLEM, BUT RIYADH IS NOT OPTIMISTIC. THE ATTTTUDE OF

'ME PLO WILL BE CRUCIAL. IF THE PALESTINIANS REJECT THE
(UTCOME OF THE AUTONCMY NEGOTTATIONS, IT IS HIGHLY UNLIKELY
MAT THE SAUDIS WILL CHANGE THEIR CURRENT STANCE.,

( PARAGRAPHS 15-20 UNCLASSIFIED)

15. TISRAEL-PALESTINIANS: JERUSALEM RADIO REPORTED THAT 15
KNESSET MEMBERS HAVE BEEN INVITED TO PARTICIPATE IN AN

" ISRAELI-PALESTINIAN" CONVENTION WHICH WILL BE HELD IN

ATX WEEKS IN WASHINGTON. THE RADIO'S CORRESPONDENT REPORT
1D THAT THE CONFERENCE'S AIM IS TO HAVE ISRAELIS, INGLUDING
MMBERS OF THE PEACE NOW MOVEMENT, MEET WITH PALESTINIANS
IN THE UNITED STATES.  TSRAEL'S EMBASSY,IN WASHINGTON IS
MEPORTED TO FEAR THAT THE CONVENTION WILL HARM THE WAY
1RAEL, PRESENTS ITS POSITION. THE KNESSET MEMBERS INVITED
1N THE CQNFERENCE REPORTEDLY HAVE MADE THEIR PARTICIPATION
ONDITIONAL UPON ASSURANCES THAT THOSE PALESTINIANS
FARTICIPATING WILL NOT BE ORGANTZATIONALLY IDENTIFIED

WITH THE PLO AND THAT AN AGENDA WILL BE AGREED UPON IN
AIVANCE.

AMONG THOSE INVITED ARE MEMBERS OF THE RULING COALTTION'S
“NTIONAL RELIGIOUS PARTY; ABBA EBAN AND YOSSI SARID FROM
NI, ALIGNMENT; SHULAMIT ALONI FROM THE CITIZENS RIGHTS

:¥ WIMENT; SHMUEL TOLEDANO FROM SHAY (WHICH BOLTED FROM
“ADIN'S DEMOCRATIC MOVEMENT FOR CHANGE); AND MEIR PAIL
“4OM THE DOVISH SEHLLI PARTY.

i, ISRAEL~US-PLO: JERUSALEM RADIO REPORTED AUGUST 15
JIAT BEGIN WILL RAISE AMBASSADOR YOUNG'S MEETING WITH THE
"[£) OFFICTAL IN HIS TALKS WITH AMBASSADCR STRAUSS THIS
“IEK. IN AN EDITORTAL, YEDIOT AHARANCT SAID THAT "SOME~
'EM IN WASHINGTON IS MAKING EFFORTS TO BRING THE PLO DOWN
"' THE US. HATZOEF URGES THE ISRAELI GOVERNMENT TO MAKE
EAR THAT IT WILL NOT BE HAPPY WITH "MERELY REPEATED"

.* OTATEMENTS ABOUT POLICY ON THE PLO. DEPUTY PRIME
“INISTER YADIN, LEAVING FOR WHAT JERUSALEM RADIO CALLED
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" A US INFORMATION CAMPA'IGN," SAID AMBASSADOR YOUNG'S
MEETING CONSTITUTES "A CLEAR DEVIATION" OF US POLICY.

17. ISRAEL-BOMBING INCIDENT: TEL AVIV RADIO REPORTED
THAT TWO PEOPLE WERE WOUNDED AUGUST 15 WHEN A BOMB EXPLOTED
AT AN INTERSECTION NEAR NETANYA. ANOTHER INDIVIDUAL WAS
WOUNDED WHEN A BOMB WENT OFF IN A TEL AVIV SUBURB.

18. TRAQ-IMPORTANT ANNOUNCEMENT: THE KUWAITI NEWSPAPER
AL-WATAN, CITING ARAB SOURCES, SAID IRAQI PRESIDENT
SADDAM HUSAYN WILL ANNOUNCE SERIOUS AND VERY IMPORTANT
DECISIONS ON THE ARAB AND INTERNATTONAL LEVEL ON AUGUST 19.

19. PLO~US: ACCORDING TO AGENCE FRANCE PRESSE, THE PLO'S
UN REPRESENTATIVE TERZI TOLD THE LEBANESE DAILY AL~NAHAR
THAT HIS MEETING WITH AMBASSADOR YOUNQ DID NOT CENTER ON
"THE ROOTS OF THE PROBEIM." TERZI ADDED THAT "THE BASIS
OF THE PROBLEM WAS NOT EXAMINED.... I WAS SURPRISED BY
REPORTS ABOUT THIS AFFAIR. THEY ARE FOUNDED ON ERRONEOUS
GROUNDS...."

20. TURKEY-PLO: ANKARA RADIO REPORTED AUGUST 15 THAT A
PROTOCOL WAS SIGNED BY THE TURKISH FOREIGN MINISTER AND THE
;EAD OF THE PLO'S POLITICAL DEPARIMENT IN THE TURKISH
CAPITAL. ACCORDING TO THE PROTOCOL; THE PLO OFFICE IN
ANKARA WILL INCLUDE A CHIEF AND FIVE SUBCRDINATES, THE
CHIEF OF MISSION AND TWO OTHER REPRESENTATIVES WILL ENJOY
THE DIPLOMATIC IMMUNITIES AND PRIVILEGES GRANTED TO OTHER
o1

#4676
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I'PLOMATTC MISSIONS, AND WILL BE ABIE TO FLY THE PALESTINTAN
“IAG,  THE TWO SIDES AGREED UPON PRINCIPLES OF MUTUAL
WESPECT AND NON-INTERFERENCE IN EACH OTHER'S INTERNAL
AFFAIRS.

/1. (C) SAUDI ARABTA-PETROLEUM POLICY: A SAUDI OFFICIAL IN
ME OIL MINISTRY HAS TOLD AN OFFICER OF US CONSULATE

JFNERAL DHAHRAN THAT ARAMCO HAD REACHED ITS TARGET OF

05 MILLION BARRELS FER DAY. HE SAID THE CURRENT LEVEL

" PRODUCTION WOULD CONTINUE "UNTIL THE MARKET IS READY

R REDUCTION".

MFANWHILE, ACCORDING TO REUTER, SHAYKH YAMANT ACCUSED THE
INDUSTRIALIZED COUNTRIES OF "PRICE GOUNGING" FOR THEIR

(OODS AND SERVICES. HE PRAISED, HOWEVER, PRESIDENT CAHTER'S
FNERGY PROGRAM BUT ADDED THAT "OTL CIRCLES WILL BE WATCHING
CAREFULLY HOW FAR THE CONGRESS COOPERATES WITH PRESITENT
CARTER IN APPLYING THE PROGRAM."

2. (U) MIDDLE FAST-CEAUCESCU:ROMANIAN PRESITENT
CEAUCESCU SATD DURING HIS VISIT TO SYRIA THAT MIDDLE

FAST PEACE CANNOT BE ACHIEVED WITHOUT SETTING UP AN
INDEPENDENT PALESTINIAN STATE. HE SAID NEW INITIATIVES
WERE HEQUIRED TO PROVIDE FOR PARTICIPATION IN THE
NFGOTTATIONS OF ALL CONCERNED--ARAB COUNTRIES AND THE PLO.

23. (U) SYRIA-IRAN: THE SYRIAN FOREIGN MINISTER MET
KHOMEINI IN IRAN AUGUST 15 AND THE AYATOLLAH CALLED FOR
MUSLIM UNITY. SYRIAN~IRANIAN RELATIONS HAVE BEEN STRAINED

AND THIS VISIT IS PROBABLY AN EFFORT TO TMPROVE TIES AND
'OSSIBLY TO SET THE STAGE FOR A VISIT BY THE SYRIAN

PRESSIDENT.
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INFO ALL OECD CAPTTALS PRIORITY
RUFHRS/AMEMBASSY ALGIERS PRIORITY 1558
RUESQT/AMEMBASSY QUITO PRICRITY 3736
RUFHLC/AMEMBASSY LIBREVILLE PRIORITY 1407
RUKOBT/AMEMBASSY JAKARTA PRIORITY 5881
RUQMHR/AMEMBASSY TEHRAN PRIORITY 4361
RUEHAD/USINT BAGHDAD PRIORITY 2017
RUQMKW/AMEMBASSY KUWATT PRIORITY 8288
RUQMTT/AMEMBASSY TRTPOLI PRIORITY 9693
RUEHOS/AMEMBASSY LAGOS PRIORITY 9086
RUQMOD/AMEMBASSY DOHA PRIORITY 0373
RUQMBI/AMEMBASSY ABU DHABI PRIORITY 4969
RUESRS/AMEMBASSY CARACAS PRIORITY 7583
BT

CONFIDENTTIAL STATE 228973

E.0. 12065 GDS - 8/29/85 (COOFER, RICHARD)

TAGS: ENRG, SA, US
SUBJICT: YAMANI VIEWS ON FUTURE ENERGY SITUATION

1. 1IN EXTENDED DISCUSSION WITH UNDER SECRETARY COOPER
AUGUST 28, SAUDI OTL MINISTER YAMANI SKETCHED FOLLOWING
PROGNOSIS.

2. YAMANT FORESAW SOME SURPLUS OVER REST OF YEAR PERMIT-
TING BUILDING OF OTL STOCKS AND CONTINUED DOWNWARD PRESSURE
ON SPOT PRICES. ASSUMING RECESSION IN OECD COUNTRIES

AND RESULTANT DEMAND RESTRAINT IN 1980, HE FORESAW A
COMFORTABLE CRUDE OIL SURPLUS IN WHICH INCREASED NORTH SEA
AND MEXICAN PRODUCTION WOULD CAUSE DROP IN DEMAND FOR OPEC
OIL. SINCE SOME OPEC PRODUCERS NEED TO PRODUCE AT FULL
CAPACTTY FOR DEVELOPMENT REASONS, HE FORESAW POSSIBILITY

OF MOVEMENT TOWARD OPEC PRICE UNITY. (THROUGHOUT HIS
COMMENTS YAMANI STUDIOUSLY AVOIDED COMMENT ON SAUDI PRO-




DUCTION PLANS.)

3. YAMANI EXPRESSED GREAT CONCERN ABOUT 1981-85 PERICD.
HE SAW LITTLE PROSPECT FOR INCREASFD OPEC PRODUCTION OVER
THAT PERIOD. HE NOTED THAT OPEC COUNTRIES WITH PRESSING
INCOME NEEDS SUCH AS INDONESIA AND NIGERTA ARE FACING
SIGNIFICANT TECHNICAL PROBLEMS IN INCREASING PRODUCTION.
KUWAIT WANTS TO CUT PRODUCTION TO AROUND 1.6 MBPD.
"OTHERS" WANT TO RESTRAIN PRODUCTION. IN THIS PERIOD,
HOWEVER, OECD COUNTRIES WILL BE UNDER GREAT PRESSURE IN
‘HE FACE OF HIGH UNEMPLOYMENT TO EXPAND ECONCMIES. EVEN
A TWO PERCENT GROWTH IN CECD ENERGY DEMAND WILL CAUSE
SERIOUS PRESSURES. THE EASY STEPS IN ENERGY CONSERVATION
AND DEVELOPMENT OF ALTERNATIVE SOURCES WILL HAVE BEEN
MADE AND REALLY SIGNIFICANT DIVERSIFICATION OF ENERGY
SOURCES WILL NOT BE POSSIBLE UNTIL 1985 AND BEYOND.
YAMANT DID OBSERVE, HOWEVER, HAT IF THE TOKYQ SUMMIT
TARGETS WERE MET, WE MIGHT BE ARLE TO MANAGE THE PERTOD
TO 1985 WITHOUT UNDUE PRESSURE ON THE MARKET.

i, YAMANT STRESSED THAT THIS ASSESSMEN'I‘ WAS BASED ON THE
"VERY BIG IF" THAT PRESENT CONDITIONS IN OPEC PRODUCING
COUNTRIES REMAIN THE SAME AND SPECTFICALLY THAT TRANIAN
PRODUCTION WOULD NOT FURTHER DECLINE. IN THIS REGARD HE
1KPRESSED SERTOUS CONCERN ABOUT TRAN'S ABTLITY TO SUSTAIN
PRODUCTION WITHOUT SIGNIFICANT OUTSIDE HELP, AND WAS
“KEPTTCAL THAT PRESENT 400,000 B/D DROP IN IRANIAN
PRODUCTION WAS INDEED RELATED TO WEATHER CONDITIONS

N PERSIAN GULF.

. YAMANI EMPHASIZED THAT IN THIS DIFFICULT 1981-85
“TTUATION IT IS ESSENTIAL THAT THE REAL PRICE OF OIL
CONTINUE TO RISE, GRADUALLY AND IN CAREFULLY MODULATED
MANNER. THIS IS ESSENTIAL TO RESTRAIN DEMAND, TO
PREVENT SERIOUS SUPPLY GAPS AND TO PROVIDE THE ECONCMIC
INCENTTVES FOR THE DEVELOPMENT OF ALTERNATE SOURCES OF
P“NERGY .

. 1IN HIS PRESENTATION YAMANT STRESSED THE ASSUMPTION
IMAT BY MID-1980 US AND OTHER MAJOR CONSUMERS MUST MOVE
AWAY FROM OIL DEPENDENT ECONOMIES TOWARD DIVERSIFIED
CNERGY SOURCES. HE EXPRESSED GREAT INTEREST IN
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PRESIDENT'S ENERGY PROGRAM INCLUDING STATUS OF WINDFALL
PROFITS TAX AND RELATED ENERGY FUND ALLOCATIONS.

7. IN COURSE OF DISCUSSIONS UNDER SECRETARY COOPER
NOTED TMPCRTANCE OF SOVIET OIL DEVELOPMENIS ON
INTERNATIONAL MARKET. INDICATING OUR BELIEF THAT SOVIET
CONSUMPTION IS GROWING FASTER THAN PRODUCTION AND THAT
THEFE ARE ESTIMATES THAT THE GAP MAY REACH 1~3 MBFD,
WITH THE SOVIETS BECQMING AN OTL IMPORTER AT THE HIGHER
FICURE. VANCE

BT
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RUDKKR/AMEMBASSY TUNIS
RUQHMKM/AMEMBASSY KHARTOUM
RUQMKW/AMEMBASSY KUWATT
RUQVHR/ AMEMBASSY TEHRAN
RUQMAD/USICA TEL AVIV
HUEHUS/AMEMBASSY DAMASCUS
RUQMTT/AMEMBASSY TRIPOLI
RUQMNS/AMEMBASSY SANA
RUQMBL/AMEMBASSY ABU DHABI
RUGMMT/AMEMBASSY MUSCAT
RUQMDH,/AMCONSUL DHAHRAN
RUQMAM/AMEMBASSY MANAMA
RUFHMR/AMEMBASSY RABAT
RUFHRS/AMEMBASSY ALGTERS
BT

UNCLAS SECTION 01 OF 02

USINFO

E.O. 12065 N/A

USICA FOR PAOC FROM PCM/PPN
FOLLOWING IS A PRESS REIEASE FROM THE OFFICE OF CONGRESSMAN
LES ASPIN, DATED SEPTEMBER 4:
(BEGIN TEXT)
ASPIN SAYS SAUDIS GOBBLE UP MILLITARY PURCHASES
WASHINGTON, D.C.-- SAUDI ARABIA HAS SIGNED UP FOR WELL
OVER HALF OF EVERYTHING SOLD UNDER THE FOREIGN MILITARY SALES
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PROGRAM SINCE THE FALL OF THE SHAH, REP. LES ASPIN (D-WIS.)
REVEALFD TODAY. '

" SAUDI ARABIA IS BUYING 11 TIMES AS MUCH AS THE SECOND
LARGEST MILITARY CUSTOMER, ASPIN SAID.

" SINCE THE SHAH FELL LAST FEBRUARY, THE PENTAGON HAS
SIGNED CONTRACTS '[¢ SEEL 6.3 BILLION DOLLARS IN GOODS AND
SERVICES UNDER THE FOREIGN MILITARY SALES PROGRAM."

ASPIN SAID. " OF THAT TOTAL, SAUDI ARABIA HAS SIGNED FOR 3.7
BILLION DOLLARS OR 58 PERCENT OF THE ENTIRE WORLIWIDE POT."

IN THE SIX YEARS BEFORE THE SHAH'S FALL, IRAN LED THE
LIST OF THE PENTAGON'S CUSTOMERS IN THREE YEARS AND SAUDI
ARABIA IN THE OTHER THREE. BUT ASPIN NOTED THAT NO
COUNTRY HAS EVER BEFCRE BOUGHY MORE THAN HALF OF EVERYTHING
SOLD UNDER FMS IN A SINNGLE YFAR.

ASPIN SAID, "TWO THINGS ARE DISTURBING ABOUT THESE
NUMBERS .

* FIRST, MANY PEOPLE HAD BEEN CONCERNED FOR YEARS THAT
THE SAUDI EXPANSTON PROGRAM WAS LARGELY A COUNTER TO THE
TRANIAN EXPANSION 5ANCE THE SAUDIS COULDN'T VERY WELL LET
THEMSELVES BE OUTCLASSED IN THEIR OWN BACKYARD. UNDER
THAT INTERPRETATION, THE SAUDI RATE OF PURCHASES SHOULD NOT
BE, WANING-- BUT IT'S NOT.

"SECOND, GIVEN THE STRONG SAUDI REACTION AGAINST THE CAMP
DAVID ACCORDS, THE CONTINUING SAUDI BUILDUP IS CERTAIN TO FUEL
FEARS THAT RIYADH HAS ISRAEL IN ITS SIGHTS."

ASPIN'S FIGURES ON ARMS SALES SINCE THE IRANIAN
REVOLUTION WERE DERIVED BY SUBTRACTING THE FIGURES SHOWN
ON THE COMPUTER PRINTOUT FOR SALES AS OF AUGUST 16 FROM THE
PRINTOUT FOR SALES AS CF FEBRUARY 22, SHORTLY AFTER THE
SHAH'S REGIME FELL. THE COMPUTER PRINTOUTS WERE SUPPLIED
BY THE DEFENSE SECURITY ASSISTANCE AGENCY.

IN THAT SAME TIME PERIOD, ISRAEL RANKED FOURTH ON THE
LIST OF ARMS BUYERS. TIRAN BOUGHT NOTHING.

ASPIN SAID. THE MASSIVENESS OF THE SAUDI CONTRACTS
BECAME EVEN MORE EVIDENT WHEN YOU NOTICE THAT THE SECOND
LARGEST BUYER SINCE THE SHAH'S FALL HAS BEEN A NATO AGENCY
THAT SIGNED FOR ONLY 5 PERCENT OF THE TOTAL. SAUDI
ARABTA BOUGHT 11 TIMES AS MUCH AS THE NUMBER TWO BUYER ."

ASPIN SAID, "IT SHOULD BE REMEMBERED THAT MANY OF THESE

MILITARY PROGRAMS ARE A LONG TIME IN PREPARATTION. THUS,
THERE MAY BE AN ELEMENT OF MCMENTUM IWOINED IN SOME OF
BT
#4282 146
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FM AMCONSUL DHAHRAN -
TO RUEHC/SBCSTATE WASHDC PRIORITY 7390 RF
INFO RUQMBI/AMEMBASSY ABU [HABI 471 .

RUEHAD/USINT BAGHDAD 101
RUQMOD/AMEMBASSY DOHA 221
RUQMRA/AMEMBASSY JIDDA PRIORITY 9773
RUQMKW/AMEMBASSY KUWAIT 1423
RUQMAM/AMFMBASSY MANAMA PRIORITY 806
RUQMYA/USLO RIYADH 1077
RUQVMHR/AMEMBASSY TEHRAN 1334

BT

S E C R E T DHAMRAN 1466

EO0 12065: GDS 9/15/85 (LINDSTROM, RALFH E.) OR-M
TAGS: MILY, PEPR, SA, BA
SUBJECT: SAG REPORTEDLY SENDS NATIONAL GUARDSMEN TO BAHRAIN

1. (S~ ENTIRE TEXT)

2, SAUDI BUSINESSMAN IN PERSENCE OF POLICE OFFICIAL TOLD
CONSCFF SEPTEMBER 14 THAT SAG HAS SENT 500 NATIONAL
GUARDSMEN TO BAHRAIN TO HELP GOB MAINTAIN CRDER IN FACE
OF SHI'S UNREST.

3. WHEN CONSOFF ASKED WEHTHER SIG WAS CONCERNED OVER SHI'S AS
[N SAUDI ARABIA'S EASTERN PROVINCE, HIS QUERY WAS

DISMISSED. WITH SUSTOMARY SAUDY ESTABLISHMENT DISDAIN FOR
THIS MINORITY.

“. DOES EMBASSY MANAMA HAVE ANY ZNFIRMATION OF 'IHIS
REPORT? LINDSTRCM

Six
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M AMEMBASSY MANAMA MAAG/DAO
TO RUEHC/SECSTATE WASHDC PRIORTTY 7682 G

INFO RUGMBL/AMEMBASSY ABU DHABI 1724
RUEHAD/USINT BAGHDAD 301
RUGMDH/AMCONSUL, DHAHRAN PRIORTTY 1126
RUGMOD/AMEMBASSY DOHA 1472
RUQMRA/AMEMBASSY JIDDA PRIORITY 1110
RUQMKW/AMEMBASSY KUWATT 3228
RUQMYA/USLO RLYADH 166
RUQMHR/AMEMBASSY TEHRAN 1304

BT

SECRE T MANAMA 1851

E.O. 12065: GDS 9/16/85 (PELLETREAU, ROBERT H.) OR-M
TAGS: MILI, PEPR, SA, BA
SUBJ: (S) SAG REPORTEDLY SENDS NATIONAL GUARDSMEN TO BAHRAIN

REF: DHAHRAN 1466

1. (S) NETTHER WE NOR BRITISH EMBASSY HAVE RECEIVED ANY
CONFIRMATTON OF SAG NATIONAL GUARDSMEN ACTUALLY BEING
SENT TO BAHRAIN, DURING DEMONSTRATIONS AT THE END OF
AUGUST, RUMORS WERE STRONG THAT UP TO TWO THOUSAND

SAUDI POLICE HAD ARRIVED TO ASSIST IN CONTANING STTUATION
BUT NO TRACE OF THEM EVER APPEARED.

2. (S) COMENT: WHILE SAUDIS HAVE AN OBVIOUS INTEREST
IN BAHRAINI STABLITY AND IN PREVENTING ANY OVERFLOW '
CF SHIA UNREST INTO THE EASTERN PROVINCE, IN OUR VIEW
GOD WOULD BE EXTREMELY RELUCTANT TO REQUEST SAUDI HELP
TO KEEP ITS HOUSE IN ORDER UNLESS IN EXTREMIS. THAT
IS CLEARLY NOT THE CASE.
PELLETREAU

BT
#1831

148




NNNNVV  ESA598RAA0Q7

RR RUQMHR

DE RUQMRA #6654 2630555

ZNY CCCCC  2ZH

R 200533Z SEP 79

FM AMEMBASSY JIDDA

TO RUEHC/SECSTATE WASHDC 7411
INFC RUQMKW/AMEMBASSY KUWATT 4321
RUGMTT/AMEMBASSY TRIFOLI 1060
RUEHAD/USINT BAGHDAD 3283
RUQMBI/AMEMBASSY ABU DHABI 1769
RUFHRS/AMEMBASSY ALGIERS 7134
RUQMOD/AMEMBASSY DOHA 764
RUQMHR/AMEMBASSY TEHRAN 2773
RUESRS/AMRMBASSY CARACAS 219
RUEHOS/AMEMBASSY LAGOS 241
RUKOBT/AMEMBASSY JAKARTA 261
RUFHLC/AMEMBASSY LOBREVILIE 56
RUESQT/AMEMBASSY QUITO 81
RUQMDH/AMCONSUL DHAHRAN 2940

BT
CONFIDENTTIALJIDDA 6634

DEPARTMENT PLEASE rASS TO OECD CPITALS, USOECD, AND USEEC

E.O. 12065: GDS 9/19/79 (MEYERS D F ) OR-E
TAGS: ENRG OPEC
SUBJ: CRUDE OIL SPOT MARKET SALES

1. (C ENTIRE TEXT.)

2. FOLLOWING IS TEXT OF DHAHRAN 1461 WHICH IS
REPEATED FOR INFO ADDRESSEES INFORMATION.

3. ON SEPT 11, ECON OFFICER PAID A FAREWELL CALL ON
ACTING DEPUTY MINISTER OF PETROLEUM KHADER HERSOLLAH
ACCOMPANTED BY EMBASSY PETROLEUM REPORTING OFFICER.
IN THE COURSE OF THIS MEETING, USING TALKIN POINTS
PROVIDED REF, WE RAISED THE USG'S CONCERN WITH

INCREASING SPOT MARKET CRUDE PRICES AND TOLD HERZOLLAH THAT OU

AMBASSADORS IN OTHER OPEC CAPITALS HAD BEEN INSTRUCTED
TO RAISE THIS QUESTION WITH THERI HOST

ECON

CHRG'
POL

CHEN



GOVERNMENTS. WE POINTED OUT THAT THIS WAS NOT BEING
RAISED IN SAUDI ARABTA SINCE WE WERE AWAKE THAT ALL SAUDI CRUDE
BEING MARKETED BY ARAMCO AND PETROMIN WAS SOLD ON A CONTRACT BASIS.
HOWEVER, WE FELT THE MINISTRY SHOULD BE AWARE CF THIS APPROACH TO
THE OTHER OPEC GOVERMMENTS.

4, HERSOLLAH COMMENTED THAT THE MAJOR CULPRTTS WERE THE

OTHER GULF STATES, ESPECTALLY IRAQ, BUT INCLUDING IRAN,

KUWATT, QATAR, AND POSSIBLY THE USE.

HE COULD NOT OR WOULD NOT SAY WHAT VOLUMES WERE GOING INTO THE
SPOT MARKET. HE SATD THAT THE RISE IN SPOT PRICES COULD HAVE
BFEN ANTTCTPATED FOR TWO REASONS, FIRST, IMMEDIATELY AFTER THE
OPE CONFERENCE FACH MEMEER TRYS TO DEMONSTRATE THAT IT IS FOLLOW-
ING THE GENTLEMEN'S AGREEMENT REACHED THERE. HOWEVER, OVER TIME
" FIRST ONE TANKER LOAD, THEN TWO" BEGING TO FIND THEIR WAY INTO
THE SPOT MARKET.

5. HERZOLLAH, HOWEVER, ALSO PLACED SOME OF THE ELAME ON
WESTERN OIL COMPANIES, WHICH, HE SAID, WERE BEGINNING TO
STOCKPILE 1IN ANTICIPATION OF ANOTHER OPEC PRICE INCREASE.

HE ASKED IF WE WERE DISCUSSING THIS PROBLEM WITH CONSUMING
GOVERNMENTS AS WELL. WE RESPONDED THAT WE HAD BEEN AND WOULD BE
IN TOUGH WITH THEM.

6. HERSOLLAH SATD THAT HE WOULD SEND A NOTE TO OIL
MINISTER YAMNI OUTLINING WHAT HE HAD BEEN TOLD.

7. WHEN ASKED ABOUT RUMORS OF A SPECTAL OPEC CONFERENCE THIS
FALL, HERZOLLAH RETTERATED THAT SAUDI ARABIA WAS OPPOSED TO ANY
CONFERENCE BEFORE DECEMBER.. HE SAID THAT OIL, MINISTER YAMANT
HAD TOLD OPEC STATES IF SUCH A CONFERENCE WAS CALLDE HW WOULD
NOT' ATTEND.

8. 1IN RESPONSE TO ANOTHER QUESTION, HERZOLLAH SAID THAT ARAMCO
PRODUCTION CONTINUED TO AVERAGE 9.5 MILLION B/D,

CF THIS AMMOUNT APPROX 9 MILLION B/D WAS EXPORTED IN THE FORM

OF CRUDE AND VIRTUALLY ALL THE REST WAS REFINED FOR LOCAL CONSUMPI-
ION.

9. HERZOLLAH SHOWED SPECTAL INTEREST IN THE OUTCCME CF THE
IAM~OPEC LAWSUIT AND ASKED TO BE PROVIDED WITH A TEXT OF THE

150




FULL DECISION WHEN IT BECOMES AVATLABLE. HE WAS ESPECTALLY
INTERESTED TO KNOW IF ANY OPEC CCUNTRIES HAD BEEN REPRESENTED
WEFORE THE COURT AND WHAT HAD BEEN THE ROLE OF AMERICAN GROUPS
WHO APPEARED IN THE ROLE OF "AMICU CURIAE". HERZOLLAH, WHO IS OF
PALESTINIAN ORIGIN, CCMMENTED THAT THERE APPEARS TO BE A GROWING
UNDERSTANDING BY AT LEAST SCME ON THE UNITED STATES (F ITS

OWN INTERSTS IQTHEARABWCRID, NOT LEAST OF WHICH IS OIL, WEST
ur
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M AMEMBASSY JIDDA

TO RUEHEG/AMEMBASSY CATRO PRIORITY
INFO RUEHC/SECSTATE WASHDC PRIORITY 7410
RUEHAM/AMEMBASSY AMMAN 438
RUEHDM/AMEMBASSY DAMASCUS 1495
RUQMHR/AMEMBASSY TEHRAN 2772
RUEHTV/AMEMBASSY TEL AVIV 1782
RUQMDH/AMCONSUL DHAHRN 2939
RUEHIM/AMCONSUL JERUSALEM 599
RUQMYA/USLO RIYADH 4044

BT
CONFIDENTTI AL JIDDA 6652

E.Q. 12065: GDS 9/19/85 (BOVIS H FUGENE) OR-P
TAGS: PINS PINT EG SA
SUBJ: (U) SAUDI ARABIA DEFENDS ITS ISLAMIC PURITY

1. (U) SEPTEMBER 19 ARABIC LANGUAGE AL MADINA EDITORTAL

CITES "EGYPTIAN PRESS CLATMS" (NO FURTHER ELABORATION)

THAT AN EXTREMIST RELIGIOUS MOVEMENT HAS APPEARED IN SAUDI

ARABIA. COMMENTING ON REPORT, AL MADINA STATES NG OTHER COUNTRY
HAS DONE BETTER THAN SAUDI ARABIA IN PRESERVING ITS RELIGIOUS
INTEGRITY OR IN PROPAGATING ISLAM. EGYPTTAN RULERS THEMSELVES DO
NO OBSERVE STRICT RULES OF ISLAM, AND EVEN IRAN IS NOT 100 PERCENT
ISIAMIC, LIKE SAUDI ARABIA. EGYPTTAN PRESS SHOULD CEASE MAKING
SUCH CLATMS.

2. (C) COMMENT: RELIGIOUS ISSUE IS VERY SENSITIVE FOR SAUDIS,
ESPECIALLY FOLLOWING EVENTS IN IRAN. REACTION HERE TO
EGYPTIAN GIBES ON RELIGIQUS ISSUE IS STRONGER AND QUICKER THAN
TO SADAT OR CAIRO PRESS STATEMENTS ABOUT SAUDI POLITICAL
PERFIDY OR EVEN CORRUPTTON. THIS IS FIRST KNOWN INSTANCE OF
SAUDI'S TELLING EGYPTIANS TO S UT UP IN THE LATEST ROUND

OP SAUDI-EGYPTIAN. BICKERING.  END COMMENT.

3. (C) FOR CAIRO: WOULD APPRECIATE FURTHER INFORMATION ON
EGYPTTAN PRESS REPORTS ABOUT RELIOTOUS EXTREMISTS

AND/OR OPPOSITION IN SAUDI'ARABIA. WEST
BT 152
#6652
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b R 2414102 SEP 79

M AMCONSUL DHAHRAN

M0 RUEHC/SECSTATE WASHDC PRIORITY 7416
INFO RUQUBL/AMEMBASSY ABU DHABI 472
HUFHRS/AMEMBASSY ALGTERS 49
RUEMAD/USINT BAGHDAD 102
RUESRS/AVEMBASSY CARACAS 32
HUQMOD/AMEMBASSY DOHA 223

I TKOBE/AMEMBASSY JAKARTA PRIORITY 9806
RUQMEW,/AMEMBASSY KUWATT 1424
FUEHOS/AMEMBASSY. LAGOS 45
RUFHLC/AMEMBASSY LIBREVILLE 21
RUESQT/AMEMBASSY QUITO 20
HUQMYA/USLO RIYADH 1100
HUQUHR/AMEMBASSY TEHRAN 1335
HUQMYT/AMEMBASSY TRIPOLT 138

BT
"ONFIDEMT I L DHAHREN 1520

DEPT PLEASE PASS 70 OECD CAPITALS, USCECD, AND USEEC

KO 12065: GDS 9/24/85 (LINDSTROM, RALPH E.) OR-M
TAGS: ENRY, OPEC, SA
SUBJECT: SAUDI OIL PRODUCTION CETLING AND OPEC YRICE OUTLOOK

l. (C-ENTIRE TEXT).

J. ACTING DEPUTY MINISIER OF PETROLEUM KHADER HERZOLLAH
CONFIRMED TO ME DURING SEPTEMBER 24 CALL AT EASTERN
I'HOVINCE MINISTRY OFFICE THAT HE HAD NOT RECEIVED AN
©RDER FROM MINISTER OF PETROLEUM YAMANI TO CUT BACK ARAMCO
I'RODUCTION NEXT MONTH TO REGULAR 8.5 MILLION B/D
I'KODUCTTON CEILING. 1IN ABSENCE OF SUCH AN ORLER, HE SAID
IWERE WAS NO REASON TO ASK ARMACO 70 PRODUCE AT LESS

I$AN PRESENT TEMPORARY CEILING OF 9.5 MILLION B/D.
COMMENT: WHILE HERZOLLAH DID NOT EXPLICITLY STATE

WIAT TEMPORARY CEILING WOULD BE EXTENDED THROUGH FULL

153



FOURTH QUARTER, IT WAS CLEAR FROM TONE AND SUBSTANCE OF
HIS DISCUSSIONS OF PRICES THAT HE IS CONFIDENT IT WILL.

3, DESPITE APPARENT ASSUMPTION OF CONTINUED ARAMCO PRODUCTION

AT CURRENT LEVELS, HERZOLLAH IS WORRIED THAT A CENERALIZED

OPEG! PRICE INCREASE MAY NOT EE AVOIDABLE IN DECEMBER OPEC MEETING.
HE POINTED OUT THAT AT LEAST 10 PERCENT OF OFEC OIL

(PARTICULARLY FRCM TRAQ, KUWAIT, IRAN, DUBAT, NIGERIA)

AND “PERHAPS MORE WE DON'T KNOW ABOUT FRCM LIBYA™

IS BEING MARKETED AT HIGHER THAN OPEC RATES AND IN MANY
CASES AT SPOT MARKET PRICES. HOW, HE ASKED, CAN WE
ARGUE WITH TRAQLS AT DECEMBER OPEC MEETING THAT
SUPPLY/DEMAND . CONDITIONS DO NOT JUSTIFY A GENERAL OPEC
PRICE INCREASE WHEN THEY WILL SHOW US INVOICES
DOCUMENTING SALES TO EXXON AND OTHER LARGE OIL COMPANIES
AT SPOT MARKET PRICES? MUCH WILL DEPEND, OF COURSE,

ON MATNTENANCE OF CURRENT DELICATE BALANCE BETWEEN
SUPPLY AND DEMAND. " IF, FOR EXAMPLE, GOD DECIDES ON

AN EARLY CR HARSH WINTER IN EITHER FUROPE OR THE U.S..,"
HERZOLLAH BELIEVES THAT IT WILL BE VIRTUALLY IMPGSSIBLE
TO ABOID ANOTHER SIGNIFICANT OPEC P.RICE INCREASE IN
DECEMBER, ALTHOUGH SAUDI ARABIA WILL CONTINUE TO DO ITS
BEST TC HOLD THE PRICE LINE IN ORDER TO AVOID FURTHER
DAMAGE TO THE WORLD ECONCMY.

4, BACKGROUND NOTE: HERZOLLAH IS YAMANI'S TOP ADVISER

ON OPEC MATTERS AND ACCOMPANIES HIM TO ALL MAJOR OPEC MEETINGS.
LINDSTROM

BT

#1520
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M AMEMBASSY JIDDA

TO RUEHC/SECSTATE WASHDC PRIORITY 7496 00228
INFO RUGMBI/AMEMBASSY ABU DHABI 1774 1
RUEHAD/USINT BAGHDAD 3292
RUFHOL/AMEMBASSY BONN 665

RUGMDN/ AMCONSUL DHAHRAN 2976
RUGMKW/AMEMBASSY DOHA 766

RUGMKW/ AMEMBASSY KUWAIT 4327

RUDT C/AMEMBASSY LONDON 4266
RUGMAM/ AMEMBASSY MANAMA 1513
RUQMMT /AMEMBASSY MUSCAT 694
RUFNPS/AMEMBASSY PARIS 2104
RUGMYA/USLO RIYADH 408@

HUQMHR/ AMEMBASSY TEHRAN 2774

BT
CONFIDENTTI AL JIDDA 6858

F.0. 12¢65: GDS 9/27/85 (PLACKE, JAMES A) OR~M
TAGS: MARR, SA, MU, SA, GW, ZP
SUBJECT: (C) GULF SECURITY

REF: LONDON 18961
le (C = ENTIRE TEXT).

2. MFA DIRECTOR FOR ARAE AFFAIRSISMAIL AL-SHURA TOLD POL
COUNSELOR ON SEPTEMBER 25 THAT OMAN1 FOREIGN UNDER SECRTARY
YUSUF AL=-ALAWI HAD MADE UNREPORTED VISIT TO SAUDI

fHAEIA ON SEPTEMBER 2@ TO DISCUSS GULF SECURITY. ALAWI
UAID THAT OMAN THOUGHT THAT SECURITY OF GULF AND STRAITS
UF HORMUZ REQUIRED COOPERATIVE EFFORT OF OMAN, SAUDIA
ARAEIA, AND LOWER GUFL STATES, WITH THE SUPPORT OF SUCH
WESTERN POWERS AS THE U.S., UK, AND WEST GERMANY. HE
PRESENTED SECURITY SURVEY OF STRAITS OF HORMUZ WHICH
SHOWED THAT MOST SERIOUS THREAT TO STRAITS WAS FROM
MINING, HE ASKED SUADI ARABIA TO PROVIDE MINESWEEPEH,

%« PRINCE SAUD SAID THAT SAUD1 ARABIA PREFERRED COOPERA-
I'IVE EFFORT AMONG FULF STATES FOR GULF SECURITY.
INCLUSION OF OUTSIDE POWERS IN THE ARRANGEMENT WOULD
ONLY COMPLICATE THINGS IN THE ARAB WORLD AND INVITE
CRITICISM OF OTHER ARAB STATES, HE SAID THAT SAG

WQULD STUDY SECURITY SURVEY AND CONSIDER OMANI REQUEST
FOR MINESWEEPER,

4. ALAWI SAID 'COOPERATION WITH SAUDI ARABIA, BAHRAIN,[{
LAE, QATER, AND POSSIBLY KUWAIT WAS DESIRABLE, HE
PID NOT THINNK IT POSSIBLE OR DESIRABLE TO GET
COOPERATION FROM IRAN AT THE MOMENT. IRAQ WOULD ONLY
"I OBSTREPEROUS,

WVEST
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O R 2919002 OCT 78

FM AMEMBASSY JIDDA

TO RUEHC/SECSTATE WASHDC IMMED IATE 7583

RUQMBI/AMEMBASSY ABU DMABI 1783 ECON
RUESRS/AMEMBASSY CARACAS 229

RUFHRS/ AMEMEASSY ALGIERS 7144 CHARGE"
RUQMOD/AMEMBASSY DONA 772 poL
RUKOBT / AMEMBASSY JAKARTA 262 RF
RUQMKW/ AMEMBASSY KUWAIT 4333 CHRON

RUEHOS/AMEMBASSY LAGOS 242
RUFHL C/ AMEMBASSY LIBREVILLE 57
RUQMAM/AMEMBASSY MANAMA 1517
RUQMMT / AMEMBASSY MUSCAT 78)
RUESQI/AMEMBASSY QUITO 82
RUGMHR/AMEMBASSY TEHRAN 2779
RUGMT I/AMEMBASSY TRIPOLI 1873
RUFHAU/AMEMBASSY VIENNA 261
RUEHAD/USINT BAGHDAD 3320
RUQMDH/AMCONSUL DHAHRAN 3212
RUQMYA/USLO RIYADH 4124
RUFHOL/AMEMBASSY BONN 667

RUDT C/ AMEMBASSY LONDON 4275
RUEHME/AMEMBASSY MESICO CITY 46
RUFNPS/AMEMBASSY PARIS 2111
RUDKSNG/AMEMBASSY GSLO 58
RUEHKO/AMEMBASSY TOKYO 424
RUEHOT/AMEMBASSY OTTAWA 125
RUFHGV/USMISSION GENEVA 297

BT

CONFIDENTTIAL JIDDA 7074

EO 12065% GDS 18/9/85 (NORRIS, C E) OR-E
TAGS: ENRG, SA
SUBJ: SAUDI OIL PRODUCTION

l. (U) NEWSPAPERS TODAY CARRIED TERSE ANNOUNCEMENT BY
INFORMATION MINISTER ABDO YAMAN FOREIGN PRESS
REPORTS THAT SAUDI ARABIA HAD DECIDED TO END S

PRODUCT 10N END OF THIS QUARTER . YAMANY CH/ ERIZED
REPORTS AS ABSOLUTELY UNFOUNDED AND STATED THAT NO
DECISION HAD YET BEEN MADE IN THIS REGARD. .
2. (C) THIS IS NOT QUITE A CONTRADICTION OF THE STATE-
MENT OF FOREIGN MINISTER PRINCE SA'UD PUBLISNED IN
WALL STREET JOURNAL OF 5 OCT THAT SAUDI ARABIA DOES
NOT PLAN TO CONTINUE PRODUCING EXTRA OIL BEYOND JAN 1.
THE USE OF A PUBLIC OFFICIAL STATEMENT DOES ILLUSTRATE
HOW TIGHTLY CROWN PRINCE FAHD WISHES TO RESERVE OIL
PRICING AND PRODUCTION DECISIONS TO HIMSELF, SEE
SEPTEL. WEST

BT

#7874
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PR 10@524Z OCT 79 CHARGE

M AMEMBASSY JIDDA

10 RUENHC/SECSTATE WASHOC PRIORITY 7592 FILE COPY
RUQMBI/AMEMBASSY ABU DHABI 1785 DUMMY CHRON

RUTABA/AMEMBASSY ADDIS ABABA 708
RUEHAM/AMEMBASSY AMMAN 4052
RUQMBE/AMEMBASSY BEIRUT 72682
RUEHE G/AMEMBASSY CAIRD 3B26
RUQMDH/AMCONSUL DHAHRAN 3017
RUSBL K/AMEMBASSY KABUL 213
RUQMKM/ AMEMBASSY KHARTOUM 1171
RUQMAM/AMEMBASSY MANAMA 1519
RUQMDI/AMEMBASSY MOGAD ISHU 467
RUQMYA/USLO RIYADH 4128
RUQMHR/AMEMBASSY TEHRAN 2788
R;_JEADW/UHHE HOUSE WASHDC

B

SECRET SECTION 1| OF 3 JIDDA 1996

EXD1S

E.0. 120652 RDS 198/8/99 (WESTy JOHN C.) OR-N
TAGS:s PEPR, SA, US
SUBJECT 3 (S) HEETIDIG WITH CROWN PRINCE FAHD - OCTOBER 2

REF: (A) JIDDA 6979, (B) JIDDA 6977
le (S = ENTIRE TEXT).
2. SUMMARY SENT REF (A).

3. AMBASSADOR WEST, ACCOMPAMIED BY AMBASSADOR FREDERIC CHAPIN,
VISITING JIDDA FROM ADDIS ABABA, AND SPECIAL COUNSELOR ISA
SABBAGH, CALLED ON CROWN PRINCE FAHD OCT 2 AT 2238 IN FHAD'S
JIDDA OFFICE,

4 ETHIOPIAR

THE GWI‘PRIIC! VEL COMED AHBASSADOR CHAPIN AND ASKED FOR A
BRIEFING ON THE LATEST SITUATION IN ETHIPIA, NE WAS PART!CULARLY
INTERESTED IN TNE DEGREE OF POPULAR SUPPORT ENJOYED BY THE
MENIGSTU REGIME. AMBASSADOR CHAPIN QIGMLIGNTED RECENT DEVELOP-
MENTS IN ETHIOPIA, EMBNASIZING HOv HAILE SELASSIE'S APPEARANCE
OF SEEMING IMDIFFERENCE TO MANY OF TME COUNTRY'S PROBLEMS PAVED
THE WAY FOR A COMMUNIST TAKEOVER. THE CURRENT REGIME SEEMED TO
ENJOY SOME SUPPORT IN THE SOUTM WHERE LAND REFORMS HAD ATTRACTED
THE PEASANTS, BUT Im THE CENTER AND THE NORTH THME MENIGSTU REGIME
HAD LITTLE SUPPORT, ESPECIALLY AMONG THE MIDDLE-CLASS AND
INTELLECTUALS.



FAHD SALD HIS INTEREST IN ETHIOPIA WAS MOT PURELY ACADEMICS
RATHER 1S WAS BASED' ON THE HORN OF AFRICA®S PROXIMITY TO THE
ARABIAN PENINSULA AND THE REPERCUSSIONS OF THE ETHIOPIAN-SOMALI-
ERITREAN-SUDANESE POLITICAL SCENE OM DEVELOPMENTS IN SAUDI ARABIA
AND THE GULF AREA, FAHD REVIEWED THE RECENT HISTORY OF DEVELOP- .
MENTS IN ETHIOPIA FROM A SAUD] PERSPECTIVE. HE SAID THAT TRHE 4
EMPEROR HAD MADE MISTAKES OF COMMISSION AND OMISSION, BUT COULD
HAVE BEEN PERSUADED BY THOSE WHO WERE WIS BENEFACTORS 10O COR-
RECT THE SIUTATION, ESPECIALLY THE SEVERE CONDITIONS RESULTING
FROM THE DEVASTING DROUGHTS.,

6, THE CROWN PRINCE RELATED HOW PRIOR TO THE EMPEROR'S DOWN-
FALL, HE (FAHD) HAD DISCUSSED HAILE SELASSIE®S PROBLEMS WITH
THEN PRESIDENT NIXON AND SECRETARY ROGERS. THEY HAD ASKED IF
SAUDI ARABIA COULD BE HELPFUL FINANCIALLY, BUT SAUDI ARABIA
COUWLD NOT APPEAR TO BE HELPFUL IN VIEW OF ETHIOPIA'S CAMPAIGN
AGAINST THE ERITREANS., UNFORTUNATELY THE WEST AND THE U.S. ALSO
DID NOTHING, LEAVING AN OPEN PATH FOR THE SOVIETS AND THEIR
ALLIES TO MOVE IN WITH THEIR CUBAN SURROGATES. FAHD ALSO QUERIED
AS TO THE RESWT OF PRESIDENT CARTER'S PROMISE TO BE HELPFUL

IN SOLVING THE OGADEN SITUATION. FAHD RECALLED HOW IN 1978,

AT PRESIDENT CARTER'S SUGGESTION, HE KAD PERSUADED SIAD BARRE
7O ANNOUNCE PUBLICLY HIS ACCEPTANCE OF A UN PLEBISCITE FOR
OGADEN'S PEOPLE, ALTHOUGH BARRE DID ANNOUNCE HIS WILLINGENSS

T0 ACCEPT THE RESW.TS OF A UN REFERENDUM, THE U,S. SEEMS TO HAVE
LOST INTEREST IN SOMALIA. FAHD FEARED THAT, THROUGH NEGLECT,
THE U.S. MIGHT LOSE SOMALIA BY DEFAULT.

7. IRAN AND THE COMMUNIST THREAT:

CROWN PRINCE FAHD SAID DEVELOPMENTS IN IRAN, AS THOSE IN
ETHIOPla, COWLD BE SEEN AS AN EXAMPLE OF U.S. SEEMING INUDIFFERENCE
OR IMPOTENCE. " INSTEAD OF PRESSRUING THE SHAH INTO BRINGING
HIS THOUGHTS AND ACTIONS UP TO DATE SO AS TO PULL THE RUG FROM
UNDER THE COMMUNIST AGITATORS YOU LET HIM GO, " KHOMEINI IN
OUR POINION,™ CONTINUED FAHD, 1S A TOOL, ALTHOUGH HE MAY

NOT KNOW IT OR ADMIT I1T. THE COMMUNISTS ARE PURSUING THEIR
DESIGNS METHODICALLY, FIRST THEY WANTED TO BRING FORTH THE
STREET RESISTANCE, THEN THE INTELLECTUAL PATRIQYS, IN ORDER TO
DEAL WITH THEM CONSECUTIVELY AND MORE EFFECTIVELY. LOOK AT
WHAT HAS HAPPENED IN IRAN. WHY,THEY HAVE KILLED THE CREAM OF
THEIR SOCIETY -- THE BEST BRAINS IN THE MILITARY, THE PROFES-
SJONS, AND THE CIVIL SERVICE HAVE ALL BEEN EXECUTED OR FORCED
INTO EXILE, THESE ACTS OF SAVAGE SLAUGHTER HAVE NO CONNECTION
‘TBfIO ISLAM WHOSE FALG IS BEING ARTIFICALLY FLUTTERED IN IRAN."

#7096
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THE CROWN PRINCE PREDICTED THAT “SHORTLY, PERHAPS WITHIN A FEW
MONTHS, XHOMEINI WILL BE OUT AND IRAN WILL BECOME ANOTHER
ETHIOPIA, RELED BY COMMUNISTS PLACED THERE BY MOSCOW!™ THE
CROWN PRINCE REGRETTED THAT THE UNITED STATES DID NOTHING TO
COUNTER THE COMMUNIST THREATS IN THE REGION. FAHD FURTHER
NOTED THAT IRAN WAS THREATENING BAKRAIN, XOWAIT AND THE OTHER
ARAB COUNTRIES OF THE GULF, THERE HAD HOWEVER NOT BEEN A WORD
OF CAUTION TO IRAN FROM PRESIDENT CARTER TO REASSURE NOT ONLY
WEAK COUNTRIES LIKE BAHRAIN, BUT ALSO AMERICA'S OTHER FRIENDS
IN THE AREA AND AROUND THE WORLD, "THREE QUARTERS OF THE

RAB REGIMES ARE WITH YOU REALLY". SAID FAHD. “"THEY ALL AWAIT
EXPECT AND HOPE FOR THEIR POWERFUL, WISE AND MORALLY ADROIT
FRIEND, THE U.S,, TO SEND OUT THE MESSAGE LOUD AND CLEAR:
*STOP. ENOUGH 1S ENOUGH! WE AND ALL DECENT PEOPLES IN THE
WORLD CANNOT SIT IDLY BY AND WATCH THE LAV OF THE JUNGLE PRE-
VAIL1®™ ALREADY ETHIOPIA, AFGHANISTAN, IRAN AND THE PDRY
WERE SUCCUMBING TO SOVIET PRESSURE". FAHD FEARED THA
PAKISTAN MIGHT BE NEXT. "SAUDI ARABIA HAD SEEN THE COM-
MUNIST FIRE APPROACHING FOR A LONG TIME AND HAD ALERTED

THE U.S. SAUD] ARABIA'S WARNINGS AND APPPEALS HOWEVER SEEM
TO HAVE FALLEN ON DEAF EARS.” 159
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8. CUBA AND THE U,S. RESPONSE TO SOVIET INCURSIONS:
IN RESPONSE TO THE CROWN PRINCE'S HOUR-OONG DISCOURSE,
AMBASSADOR WEST STRESSED THAT THE U.S. HAD IN FACT TAKEN
A STRONG STANCE TO COUNTER SOVIET THREATS. AS ON EXAMPLE,
THE AMBASSADOR NOTED THAT THE EMBASSY HAD DELIVRRED EARLIER
IN HE DAY A COPY OF PRESIDENT CARTER'S SPEECH ON SOVIET CcOM-
BAT TROOPS IN CUBA. THE PRESIDENT HAD WANTED US TO SHARE
AN ADVANCE COPY WITH PRINCE FAHD PRIOR TO 1TS DELIVERY BUT WE
AHD BEEN UNABLE TO DO SO BECAUSE OF THE VROWN PRINCE®' S BUSY
SCHEDULE. FAHD, IW RESPONSE, ACKNOWLEDGED THAT THE PRESIDENT'S
SPEECH ON CURA wAaS THE TYPE OF RESPONSE TO SOVIET ADVENTURISM
THAT SAUDI ARABIA APPRECIATED, THE AMBASSADOR CONTINUED THAT
THER WERE MANY WHO WERE ATTEMPTING TO SOw THE SEEDS OF DIS-
TRUST BETWEEN THE U.S. AND SAUDI ARABIAj; THERE WERE THOSE WHO
INSINUATED THAT THE U.S. WAS NOT WILLING TO COME TO THE AID OF
ITS ALLIES AND FRIENDS. BUT IT WAS IMPORTANT TO REMEMBER THAT
WEN SAUDI ARABIA FELT THREATENED BY SOUTH YEMEN'S INVASION
OF NORTH YEMEN, THE U.S. RESPONDED TO EVERY SAUDI REQUEST,
OUR RESPONSE TO THE YEMEN SITUATION SHOULD BE SEEN AS PROOF
POSIT IVE THA THE UNITED STATES DOES NOT DESERT ITS FRIENDS
IN TIME OF NEED. IT WAS ALSO A CLEAR NOTICE TO THE REST
OF THE WORLD AS TO THE U.S. COMMITMENT TO SAUDI ARABIA AND
ITS SECURITY AGAINST EXTERNAL THREATS. WITH RESPECT TO
U. S. RESPONSES TO DEVELOPMENTS IN IRAN AND ETHIOPIA,
AMBASSADOR WEST NOTED THAT IT WAS DIFFICULT FOR US TO
LEND SUPPORT TO REGIMES FACED WITH MAJOR DOMESTIC CONFLICTS
WIHOUT APPEARING TO INTERFERE UNDULY IN THOSE REGIME'S
INTERNAL AFFAIRS. THE AMBASSADOR REMINDED FAHD THAT THE
ARAB SEEMED PARTICULARLY SENSITIVE IN THIS REGARD.
SAUDI ARABIA HAD OFTEN BEEN HELPFUL IN INSURING THAT THE
UeS. COULD SUPPORT OUR FIRENDS WITHOUT THAT SUPPORT BEING
EMBARRASSING OR COUNTERPRODUCTIVE. THE U.S. APPRECIATED THAT
PAST SUPPORT AND HOPED THAT THE CROWN PRINCE WOULD CONTINUE
TO ASSIST US IN GIVING THE PROPER SORT OF LOwWw VISIBILITY
SUPPOR MANY OF OUR FRIENDS IN THE REGION REQUIRED.
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9. GO T FOLL JVRE DAY UMY ¥RHD CALLED COUNSELOR

TapBfal ooy st 0 THE THA G .. "SwPEK WHAT AMBAS SADOR
GEST v 1 Jdl CARTE- L SHT WEL.. . MXLRTT WANT TO EM-
CaRl e V0 ALL IN THE COF YOUR SMLadE AMBASSADOR
HeP . Py 1 WAS ABOUT U <D T oad TELLI»Y il NOW,

St IF THAT S°7ICH TS5 Caavds DGCTRINE NO. 1, WE NEED
) OUR AREA. SURELY %7 PRRESISTUT AND FEQPLE XNOW
TRAT O YLE A COUPLE OF THOUS.aD . 7*RT TRGGSS MEAR FLORIDA
Wi, ¥ BE TOLERATED BY THE Ubl, SC'~iul ~REZERCE BRAPFING
Y THROATS AROUND HERE,THREATENING TC t.nl¥ YUUR vi:et
JfTRESTS AND OURS, SHOULD B£ AT LEAST AS DESERVING OF a
“Ity UNEQUIVOCAL STAND, REMIND WSHINGTON, IN TIS CON-
"€, OF THE ARABIC SAYING "TO COUNT THE LASHES IS ONE
(Heuag, BUT TO FEEL THEM IS SOMETHING ELSEI'™ END COMMENT,

16. THE PALESTINIAN QUESTION AND MIDEAST PEACEs

Fa'P REITERATED SAG'S CONTENTION THAT ANY SO~CALLED SOLUTION
TO 14E ARAB~ISRAELI DISPUTE WHICH DOES NOT HAVE THE PARTI~
CYP«T JON AND AGREEMEN OF THE PALESTINIANS WILL NOT SUCCEED.

HL, MPHASIZED THA, “WE XNOW FROM THE ARABS, THROUGH SADAT, MORE
T4 THE ISRAELIS EVER DREAMED: RESPECTABILITY, ACCEPTANCE
WITHIN THE AREA AS A STATE. BUT TRUE TO THEIR SYLE, THE
ISRAEL IS KEEP WANTING TO GRAB, GRAB, GRAB! FIRS THEY INSIST

ON CONT INUING, AND IN FAC IIC*EASIIB, THE DUILDING OF SETTLE-
MENST ON THE WEST BANK. NOW THRY WANT MORL -ARAB LAND, OSTENSIBLY
THROUGH PURSHASE., IS THIS ISRAELI QGREED CONDUCIVE TO SECURING
ARAB GOOD %ILL? ARE THE ISRAELIS OWLY INTERESTED 1IN ACCOMMODA-
TION WITH SADAT AND TO MELL WITN THE REST OF TNE ARABS? IS

THE U.S. GOVERNMENT CONDONING THIS? ARE YOU GOING TO DO NO

MORE HAN EXPRESS °'REGRETS® A WHAT BEGIN IS DOING? WE- AASURE

YOU THAT GEGIN THE BULLY THAT HE 18, LISTENS ONLY O THE

VOICE THAT INDIACTES THE SPEAKER HA; DETERMINATION, GUMPTION,
AND THE COURAGE OF HIS CONVICTIONS.” IN GIMER WORDS (OR SO

IT CAME OUT IN ISA SABBAGH'S INTERPRETATION), 'THE VOICE OF
IE\HMAN WITH BALLS!®

L1




NNNNVV - ESA441ARAT738

PP RUQMKR

DE RUQMRA #7056/3 233!“'

ZNY 8$§88S IIM

P R 1895242 OCT 79

FM AMEMBASSY JIDDA

T0 RUEKC/SECSTAIE UASDC PRIGRITY 7534
INFO RUQMBI/AMEMBASSY ASU DHABI 1787
RUTABA/AMEMBARSY ADDIS ABABA T1i#
RUEHAM/AMEMBASSY AMMAN 4934
RUQMBE/AMEMBASSY BEIRUT T262
RUEHEG/AMEMBASSY CAIRC 3628
RUGMDH/AMCONSUL DHAHRAN 3819

RUSBL X/AMEMBASSY XABUL 215

RUQMKM/ AMEMBASSY XKMARTOUM 1173
RUQMAN/AMEMBASSY MANAMA 1521
RUQMDI/AMENBASSY MOGADISHU 469
RUQMYA/USLO RIYADH 4130
RUGMMR/AMEMBASSY TEHRAN 2782
RUEADWM/THE WHITE HOUSE

Bt
SECRET SECTION 3 OF 3 JIDDA 7096
EXDIS

Ll. IN RESPONSE AMBASSADOR WEST REITERATED PRESIONET

CARTER'S DEEP COMMITMENT TO A COMPREMENSIVE AND JUST PEACE,

AS WELL AS THE U,S. RECOGNITION THAT IT 1S NECESSARY TO HAVE

A LOUTION TO THE PALESTINIAN PROBLEM AS A PREREQUISITE FOR
MIDEAST PEACE. THE AMBASSADOR POINTED OUT. THAT IN LIGHT OF
RECENT MODERATION SHHOWN BY THE PLO, PUBLIC OPINION POLLS WERE
BEGINNING TO SHOW THAT AMAJORITY OF THE PEOPLE OF TME U.S.
VERE IN FAVOR OF A DIALOGUE VITH THE PLO. HE ADDED THAT THE
VISITS T0 THE REGION BY THE SOUTHERN CHRISTIAM LEADERSHIP GROUP
AND REVEREND JESSE JACKSOX WERE SURE YO HAVE A FURTHER IMPACT
ON THE AMERICAN PEOPLE IN TERMS OF AAWILIARIZING THEM WITH THE
PLIGHT OF THE PALESTINIANS, WHILE THE AMBASSADOR UNDERSTOOD THE
IMPAT IENCE SHOWN BY SAUD1 ARABIA AMD THE REST OF THE ARAB WORLD
AT THE LACK OF PROGRESS OM THE AUTONOMY NEGOTIATIONS, WE VERE
OBL IGATED TO ALOW PRESIDENT SADAT AND PRIME MINISTER BEGIN

A REASONABLE TIME TO SHOM PREOGRESS OW SUCK NEGOTIATIONS.

THE U.S. WOULD BE PREPARED, IF AND WHEN IT APPEARED THAT THERE
WAS AN ABSOL.UTE STALEMENT, "0 SEP IN AS A MORE ACTIVE FULL
PARTNER IN THE PEACE FROGR!SS AND TO DO OUR UTMOST TO BREAX
ANY DEADLOCK EVEN IF IT MEANT TAKING POSITIONS ADVERSE T0

BOTH SADAT AND BEGIN. AVMBASSADOR WEST ADDED T HAT AMBASSADOR
STRAUSS WAS PLANING TO RETURN TO THE AREA 1N DECEMBER, IN

THE MEANTIME, HE WAS LOOKING FORWARD TO H1S TALK WITH

SAUD IN NEW YORK AND WULD BE ABLE TO QIVE AR UP-TQ-DATE

ACCOUNT ON PROGRESS IN THE AUTONOMY IEGﬁgXIATIOﬂS.
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12, CLOSING REMARKS:

AFTER ALMOST TWO HOURS OF CONVERSATION, THE CROWN PRINCE
BROUGHT THE DISCUSSION TO A CLOSE., HE NOTED THAT “AS USUAL

1 HAVE SPOKEN FRANKLY, OPENING MY KEART O MY AMERICAN
FRIENDS, 1 wOULD NOT HAVE DONE SO IF 1 HaD NOT STILL THE
GIHGEST REGARD AND RESPECT FOR PRESIDENT CARTER. 1

APPRECIATE WHAT HE IS TRYING TO DO, HE NEEDS ENCOURAGEMENT
AND REASSURANCE AND THIS HE HAS FROM ME AS A FRIEWD WHNO
FEELS THAT THE TIES BETWEEN THE TwO COUNTRIES SHOULD NOT BE
SUFFERED TO SSLACKEN, MY REMARKS ABOUT U,S. INACTION OF SLOW-
NESS OF ACTION STEM FROM OUR UNSKAKEABLE CORVICTION THAT OUR
SINCERE FRIEND, THE USA, IS CAPABLE OF ITS TRADITIONAL EFFECTIVE
RESPONSE BEFITTING THE ESTEEMED LEADER OF THE FREE WORLD."

13, THE AMBASSADOR ASSURED PRINCE FAHD THAT HIS REMARKS WERE
WELL TAKEN, THAT PRESIDENT CARTER IS HIMSELF A FRANK PERSON
WHO BELIEVES IN LISTENING TO A WISE, THOUGK CRITICAL, FRIEND
SOONER THAN BEING FAWNED OVER BY HYPROCRITES.

14, AMBASSADOR'S COMMENT ¢

THE CROWN PRINCE WAS IN A TALXATIVE MOOD AND DIDN, IN FACT, SEEM
TO BE "OPENING HIS HEART" WITH AN UNUSUAL DEGREE OF FRANKNESS,
HIS COMMENTS ABQUT THE MEED FOR U,S., ACTION WERE AS ROINTED AD
ANY THAT HE HAS MADE DURING OUR ASSOCIATION, IT IS PERHAPS OF
SOME SIGNIFICANCE THAT HE AND MINISTER OF PETROLEUM YAMANI HAD
JUST COMPLETED A A LENGHTY SESSION WITH OIL MINISTER SABAH OF
KWAIT, WE SUSPECT THAT THE SAUDI DECISION TO INCREASE OIL
RODUCT JON WAS THE MAJOR SUBJECT, SINCE SAUDI ARABIA HAS
ACCOMMODATED USG ON THISQUESTIONM, FAND HAD PROBABLY BEEN
“CHARGED UP" BY SABAH TO GET SOME ADDITIOWAL CONCESSIONS

BFROM USG ON GULF SECURITY AND MIDEAST PEACE. THE FACT THAT
ALMOST THE SAME SENTIMENT WAS EXPRESSED BY PRINCE ABDULLAN

IN A MEETING THE NEXT DAY (JIDDA 6977> STREWATHENS OUR
CONCLUSION THAT THIS IS THE PRESENT PREVAILING SENTIMENT
WITHIN THE SAG HIERARCHY.

- wEST

17096
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PARLS FOR NICHOLAS MURPHY
DOD/ISA FOR RANSOM

OIHER ADDRESSEES FOR CHIFFS OF MISSION

WARNING NOTICE SENSITIVE SOURCES AND MEETHODS INVOLVED
NOT RELEASABLE TO FCREIGN NATTONALS

(PARAGRAPHS 1-5 SECRET/NOFORN)

1. SAUDI-SOVIET RELATIONS: DESPITE OCCASIONAL REPORTS
TO THE CONTRARY, WE HAVE SEEN NO PRESUASIVE EVIDENCE CF A

SIGNIFICANT WARMING OF SOVIET-SAUDI RELATIONS.  SPECULATION
THAT THE SAUDIS LATELY HAVE—AS THE SOVIET PRESS PUTS

IT — "TRANSCENDED MERE PROTOCOL" IN THEIR COMMUNICATTONS
WITH THE SOVIETS SEEMS TO BE BASED LARGELY ON:

(4) THE EXCHANGE OF CONGRATULATORY CABLES BETWEEN SOVIET
AND SAUDI LEADERS IN CONNECTION WITH SAUDI ARABIA'S
'NATIONAL DAY ON SEPTEMBER 23; AND

(B) THE FACT THAT THE SAUDI ARABTAN AMBASSADOR AND
MILITARY ATTACHE ATTENDED A RECEPTTON HOSTED BY THE
SOVIET EMBASSY IN SANA ON SEPTEMEER 30.

2. THE USSR HAS ATTEMPTED 7O IMPROVE RELATIONS WITH
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SAUDI ARABIA SINCE THE 1973 WAR, PERCEIVING A LINK WITH
RIYADH AS THE KEY TO SIMILAR TIES WITH ALL GULF STATES,
(THE SOVIETS NOW HAVE DIPLOMATIC RELATTONS ONLY WITH
KUWAIT AMONG THE CONSERVATIVE GULF STATES.) IT MAY ALSO
BE RECALIED THAT THE USSR WAS PARTICULARLY ACTIVE IN
COURTING THE SAUDIS AFTER THE DEATH OF FAISAL IN 1975,
AND IN THE WAKE OF THE SADAT PEACE INITIATIVE IN 1977.
MOSCOW HAS INTENSIFIED EFFORTS SINCE THE SIGNING OF

THE CAMP DAVID ACCORDS.

3. IN REGARD TO THE EXCHANGE OF CONGRATULATORY TELEGRAMS
BETWEEN BREZHNEV AND KHALID, IT IS NOTEWORTHY THAT:

(A) THIS WAS NOT THE FIRST TIME THE TWO LEADERS
HAD EXCHANGED TELEGRAMS;

(B) WHILE THE SOVIETS WOULD LIKE TO EXPLOIT THE CURRENT
SAUDI POSITION ON THE PEACE PROCESS TC IMPROVE RELATIONS
WITH THE SAUDIS,THE SAUDI REGIME CANNOT, BECAUSE OF
FOREIGN AND DOMESTTIC CONSIDERATIONS, MAKE ANY STRONG
MOVE IN THIS DIRECTICN AT THIS TIME; AND

(C) SAUDI ARABTA ENCOURAGES SUCH RUMORS FROM TIME TO
TIME TO PUT PRESSURE ON THE US TO CHANGE POSTTION ON
VARTOUS QUESTTONS AND TO VOICE SAUDI DISSATISFACTION
OVER SPECIFIC AMERTCAN MOVES .

4, AT THE SAME TIME, REPORTS FROM HIGH SAUDI OFFICIALS
SUGGEST THAT THE SAUDIS ARE CONCERNED THAT THE US DOES
NOT TAKE THE SOVIET DANGER SERTOUSLY ENOUGH.

5. THE INTENSIT Y OF SAUDI REMARKS ON THE SUBJECT MAKES
CLEAR THAT THE SAUDIS ARE NOT IN FACT WARNING UP TO TME
SOVIETS.  INSTEAD, THE SAUDI LEADERSHIP HOPES TO USE SUCH
MINIMAL GESTURES AS ATTENDING SOVIET RECEPTIONS AS SCARE
TACTICS TO PROMPT THE US INTO TAKING SAUDI COOPERATION
LESS FOR GRANTED.

6. (U) BGYPT-US-ISRAEL SUMMIT: 1IN AN OCTOBER 18

ARTICLE IN AL~AHRAM, KHALIL WAS QUOTED AS SAYING THAT A
SUMMIT MEETING OF THE US, ISRAEL AND EGYPT ON THE
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PALESTINIAN ISSUE TO YADOPT DECISIONS THAT CANNOT
BE TAKEN AT THE CURRENT MINISTERIAL LEVEL WAS ™A HIGH
PROBABILITY. "

7. (U) ISRAELI PRISONER RELEASE: THE EGYPTIAN PRESS
CARRTED REPORTS OCTOBER 18 THAT ISRAEL MAY HAVE RELEASED
AN UNSPECIFIED NUMBER OF ARAB PRISONERS. EMBASSY CAIRO
COMMENTED THAT THE PRESS FAILED TC PICK UP A JERUSALEM
RADIO REPORT THAT THE PRISONERS WERE FROM AlL-ARISH AND
NORTHERN SINAI AND HAD NOT ACTIVELY ENGAGED IN TERRORIST
ACTIVITIES.

8. (C) US ROLE IN SINAT: EMBASSY TEL AVIV REPORTS
THAT WEIZMAN IN AN OCTOBER 17 MEETING WITH SINAI
SUPPORT MISSION AND EMBASSY PERSONNEL AGREFD WITH THE
PROPOSALS FOR VERIFICATION ACTIVITIES IN THE SINAI,
EXCEPT FOR THE USTSO PRESENCE, WHICH HE SAID COULD
ONLY BE ONE OF LIMITED LOGISTICAL SUPPORT TO THE US.

9. (U) SAUDI ARABIA-US ARMS SALES TO ISRAEL: AP REPORTS
THAT SAUDI ARABIAN OIL MINISTER YAMANI CALLED FOR A BAN
ON ALL US ARMS SALED TO ISRAEL OCTOBER 18, YAMANI

ADDED, HOWEVER, THAT SAUDI ARABIA ITSELF NEEDS US ARMS

AS A PROTECTION AGAINST COUNTRIES WHICH SUPPORTED THE
GOALS OF THE SOVIET UNION.

BT
#1132
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10, (U) KHALIL VISITS EUROFE: RADIO CAIRO REPORTED
KHALIL, IEFT OCTOBER 18 ON A 10-DAY TOUR THAT WILL
INCLITL™ AUSTRIA AND BRITAIN.

1. (U) TRAQ RAISES PRICE OF OIL: ACCORDING TO AP,
OlL INDUSTRY SOURCES SAID OCTCBER 18 THAT IRAQ HAS

RAISED THE PRICE OF ITS OIL ABOUT 10 PERCENT. IRAQ
HWEVER, DID NOT RAISE TTS PRICES ABOVE THE DOLLARS 23.50
I'FR BARREL CEILING SET BY OPEC IN JUNE. TIRAQ RAISED

'ME PRICE OF ITS BEST-QUALITY OIL ONLY 18 CENTS TO
IULEARS 22,18, PER BARREL, BUT INCHEASED THE PRICES OF THE
IOWER QUALITY CRUDES THAT DOMINATE IRAQT PRODUCTION BY

. DOLLARS TO BETWEEN DOLLARS 20.65 AND DOLLARS 21.96 PER
HARREL.

12. (U) GULF STATES-IRAN: RADIO KUWAIT REPORLS THAT
THE FORETGN MINISTERS QF THE SIX ARAB GULF STATES
{/BLISHFD A STATEMENT OCTOBER 18 IN WHICH THEY AGREED
AT THEIR CONFERENCE TO DEVELOP RELATIONS WITH IRAN

N THE MAXTMUM.

3. (U) OPEC WARNING: OPEC CHATRMAN MANA SATD OTAYBA
N A VISIT TO JAPAN OCTOBER 18 WARNED OF THE RISING
ANGER OF A SUPERPOWER CONFRONTATTON OVER OIL. REUTER
“IWPORTED THAT OTAYBA TOLD PRIME MINISTER FUKUDA THAT
1E DROP IN SOVIET OIL OUTPUT MIGHT FORCE MOSCOW TO
ALVANCE ITS INTERESTS IN THE MIDDLE FAST AND UPSET THE
{WER BALANCE. OTAYBA ALSO LINKED JAPAN'S RECOGNITION
' THE PLO WITH GUARANTEES FOR THE SUPPLY CF OIL.
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14.  (LOU) SYRIA-US: EMBASSY DAMASCUS NOTED AN
TLLUSTRATION OF SYRIA'S BIFURCATED ATTITUDES TOWARD THE

US WHEN ASSAD TOLD A US BUSINESSMAN LAST WEEK THAT HE
HOPED FOR CONTINUED COOPERATION BETWEEN THE US AND SYRTA

" IN ALL FIELDS, NOT JUST PETROLEUM." THE EMBASSY CQr VENTS
THAT THIS IS AN IMPORTANT INDICATION THAT THE SYRIAN
GOVERNMENT AT THE HIGHEST LEVELS HOPES TO SALVAGE
BITATERAL: RELATIONS WITH THE US DESPITE DIFFERENCES IN
MIDDLE EAST POLICIES.

15. (C) RIF' AT AL-ASSAD: SYRIAN MEDTA ARE GIVING
SUBTLE INDICATIONS THAT THE PRESIDENT'S BROTHER,

RIF'AT AL~ASSAD, IS STILL IN FAVOR IN SYRIA, ACCORDING
TO EMBASSY DAMASCUS. ON OCTOBER 13 THE DAMASCUS PRESS
PROMINENTLY DISPLAYED A PHOTOGRAFH CF RIF'AT CHAIRING
A MEETING OF AN EDUCATION FEDERATION. THE ARTICLE
REFERRED TO HIM AS A "STAFF COLONEL."

16. (8) 'SYRIA-INTERNAL: EMBASSY DAMASCUS REPORTS THAT
TERRORIST INCIDENTS CONTINUE TO OCCUR ALTHOUGH THE VENUE
HAS SHIFTED LARGELY TO SYRIA'S NORTHERN CITIES. ALEFPPO
AND HAMA HAVE BEEN THE SITES OF A NUMBER OF ASSASSINATIONS
OVER THE PAST TWO WEEKS, WITH SEVERAL QF THE INCIDENTS
APPARENTLY STEMMING FROM LONG-STANDING BLOOD FEUDS. THE
EMBASSY COMMENTS THAT IN SPITE OF THE FAIRLY HEAVY NUMBER
OF INCIDENTS OVER THE PAST TWO WEEK, THE DAMASCUS RUMOR
MILL HAS NOT BEEN PARTICULARLY ACTIVE. THE EMBASSY
"ATTRIBUTES THIS DEVELOPMENT TO:

(A) THE FACT THAT INCIDENTS OUTSIDE OF DAMASCUS,
UNLESS OF MAJOR MAGNITUDE, TEND TO ATTRACT LESS
ATTENTION; AND

(B) DAMASCENES APPEAR TO BE BECOMING SCMEWHAT
INURED TO THE AILMOST DAILY ACTS OF VIOLENCE.

17. (LOU) NORTH LEBANON: EMBASSY BEIRUT REPORTS
THAT A LEBANESE ARMY SOURCE TOLD OUR DEFENSE ATTACHE
THAT TENSION HAD EASED, IN NORTH LEBANON OCTOBER 18
AND THAT HE EXPECTED THE HOSTAGES TO BE RELEASED
SOON.
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18. (C) SOUTH LEBANON:, USUN REPCRTS THAT WEIZMAN

IN HIS CONVERSATION WITH SILIASVUO, PLEDGED FULL ISRAELI
SUPPORT FOR MAINTENANCE OF THE CEASEFTRE. WEIZMAN ALSO
SATD THAT HE WOULD GIVE ORDERS FOR HADDAD 0 STOP THE
HARRASSMENT OF VILLAGERS [IVING IN THE UNIFIL ARFA. VANCE
BT

#4132
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CONFIDENTTIAL SECTION 1 OF 2 JIDDA 7445

DEPT PLEASE PASS DEPT OF TREASURY, MRS. POUNDS

£.0. 12065: GDS 10/23/85 (WALKER, ROBERT L.) OR-E
TAGS: ECON, EFIN
SUBJ: SAUDI ARABIA' THIRD DEVELOPMENT. PLAN (1980/81-1984/85)

REF: JIDDA 6801
1. (C-ENTIRE TEXT).

2. THE SOCIAL AND ECONOMIC HAVOC THAT EMERGED THROUGH-

OUT THE GULF AS A CONSEQUENCE OF FRANTIC SPENDING IN~
CREASES BEGTNNING IN 1974 LED THE SAUDI GOVERNMENT BY 1977
TO CURTAIL SHARPLY THE GROWTH IN ITS SPENDING, SO AS BOTH
TO REDUCE INFTATION AND TO SET THE SOCIETY ON A MORE
SUSTAINABLE DEVELOFMENT PATH. THE GOVERNMENT'S EFFORTS WERE
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“UCCESSFUL ON BOTH COUNTS. DESPITE THIS SUCCESS, ERUPTION
THIS PAST YEAR OF POLITICAL REACTION IN IRAN AGAINST REPID
SOCIAL CHANGE HAS INCREASED AWARENESS WITHIN SAUDI LEADER-
SHIP CIRCLES OF THE SOCTALLY DESTABLILIZING EFFECTS OF
KCONOMIC DEVELOPMENT.

3. AGAINST THIS BACKGROUND, THE THIRD FIVE YEAR

DEVELOPMENT PLAN HAS BEEN FORMULATED TO CONTINUE THE POLICY
OF LIMITED SPENDING INCREASES AND TO CONCENTRATE SPENDING ON
SOCTALLY DESIRABLE ACTIVITIES., PRELIMINARY INDICATIONS ARE
‘THAT OVERALL SPENDING FOR THE FIVE YEAR PERIOD IS TARGETED
AT SOMEWHAT ABOVE 800 BTLLION RIYALS, OR DOLS 238 BILLION
AT THE CURRENT EXCHANGE RATE. EVEN ASSUMING THAT THISD
AMOUNT IS EXPRESSED IN CONSTANT (1979) RIYALS, IT IMPLIES

') REAL NROWTH FOR THE NEXT FIVE YFARS IN GOVERNMENT OUTLAYS
“ROM THIS YEAR'S ANNUAL BUDGET OF 160 BILLION RIYALS, OR
{OLS 47 BILLION.

i, SAUDI DEPUTY MINISTER OF PLANNING DR. FATSEL BASHIR
{CENTLY CHARACTERTZED THE THIRD PLAN'S RELATIVE EMPHASIS
5T IN TERMS OF CONTINUITY, BUT OF SHIFTS OF EMPHASIS.

i, SAID THAT THE THIRD PLAN WOULD SHIFT AWAY

FROM PHYSICAL INFRASTRUCTURE DEVELOPMENT, WHICH HAS IN SOME
‘ASES BEEN OVERBUILT, TOWARD PRODUCTIVE ENTERPRIZE,- PARTI-
"JLARLY PETROCHEMICALS, OIL REFINING AND AGRICULTURE.

'WE NEW PLAN WILL ALSO PUT LESS EMPHASIS ON DEVELOPING THE KINGDOM'S
THREE MAJOR CITIES AND WILL MAKE MORE EFFORT TO EXTEND DE-
VELOPMENT TO OUTLYING AREAS. SUCH MEASURES ARE.DESIGNED TO
8FDRESS REGIONAL IMBALANCES IN WEALTH AND RATES OF DEVELOP-
MENT AND THEREBY TO RETARD THE INFLUX OF POPULATION INTO THE
VAJOR CITIES. BASHIR ALSO SAID THAT HE FORESAW NO APPRE-
"[ABLE INCREASE IN THE NUMBER OF FOREIGN WORKERS IN SAUDIL
AMABIA DURING THE THIRD PLAN, BUT , RATHER, ANTICIPATED IN-
"INSIFTED EFFORTS TOWARD SOCIAL INFRASTRUCTURE DEVELOPMENT,
“ARTICULARLY IN THE AREA OF VOCATIONAL TRAINING.

NO MATTER HOW WELL EXECUTED THESE EFFORTS DURING
JIE THIRD PLAN PERIOD, UNDERLYING TENSIONS CAN BE EXPECTED
N} REMAIN. ON THE ONE HAND, A CONSERVATIVE FISCAL POLICY
NEVITABLY SQUEEZES TRADERS' MARGINS OF PROFIT, FOSTERING
12 SFNTMENT, PARTTCULARLY AMONG SMALIER TRADERS, OF THE
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RICHER AND MORE PRIVILEDGED. ON THE OTHER HAND, IT BECOMES
INCREASINGLY OBVIOUS WITH THE PASSAGE QF YEARS THAT THE
ECONCMIC TRANSFORMATTONS ‘EMBARKED UPON IN 1974 HAVE BROUGHT
ABCUT CUMULATIVE AND LONG-LASTING EFFECTS ON SAUDIS' TRADI-
TIONAL VALUES, AS WELL AS ON THEIR INCOMES, THESE COMMONLY
SHARED VALUES HAVE BEEN A MAJOR SCURCE COF LEGETIMACH FOR
THE MONARCHY.

BT

#THUS
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TO RUEHC/SECSTATE WASHDC PRIORTTY 7743
INFO RUQMYA/USLO RIYADH 4197
RUQMDH/AMCONSUL DHAHRAN 3064
RUQMHR/AMEMBASSY TEHRAN 2792

RUQVBI/AMEMBASSY ABU H'IABI 1807

HUQMOD/ AMEMBASSY DOHA
HUQMM T/AMEMBASSY MUSCAT 720

HUQMAM/AMEMBASSY MANAMA 1543
HUQMKW/AMEMBASSY KUWATT 4356
RUEHAD/USINT BAGHDAD 3311
HUDTC/AMEMBASSY LONDON 4294
HUFNPS/AMEMBASSY PARIS 2120
HUFHOL/AMEMBASSY BONN 672
RUFHKO/AMEMBASSY TOKYO 429
KUEHME./AMEMBASSY MEXICO 049
RUESUZ/AMEMBASSY BRAZTILIA 051
HUEHOT/AMEMBASSY OTTAWA 128
HUEHEG/AMEMBASSY CAIRO 3858
KUQMNS/AMEMBASSY SANA 3176

i
CONFIDENTIALSECTION 2 OF 2 JIDDA T445

IEPT PLEASE PASS DEPT OF TREASURY, MRS. POUNDS

t.. OIL REVENUE AVAILABILITY HAS TAKEN ON A DOMESTIC
IOLITICAL SIGNIFICANCE THAT WILL CONTINUE THROUGH THE THIRD
PLAN. IN 1978/79, THE REVENUE SHORTFALL SERVED AS MUCH AS
 PRETEXT POR FISCAL AUSTERITY THAT WAS MOTTVATED BY SOCIAL
NSIDERATTONS AS A REASON FOR AUSTERTTY IN AND OF ITSELF.
W!TH PRESENT AND PROSPECTIVE REVENUE INCREASES BEYOND DESIRED
“XPENDITURE LEVELS, (OWING MAINLY TO OIL PRICE, BUT ALSO TO
"L PRODUCTION INCREASES), THE SAUDI GOVERNMENT FEELS THAT



IT MUST EXERT CONSIDERABLE EFFORTS TO MAINTAIN SPENDING
CONTROLS. CONTINUED SURPLUSES MERELY TEMPT THE REGIME TO
OVERSPEND, AS IN THE 1975-76 PERIOD, AND INVITE FURTHER
CRITICISM OF SAG OIL PRODUCTION LEVELS FROM SAUDI NATIONALISTS
AND OTHER OPEC MEMBERS ALIKE.  CONCERN WITH THESE DOMESTIC
CONSIDERATIONS MARKS A CLEAR SHIFT OF EMPHASIS FROM FIVE
YEARS AGO, WHEN THE SECOND FIVE YEAR PLAN WAS FORMULATED

TO SPEND AS MUCH OF THE PROSPECTIVE REVENUES AS POSSIBLE,

SO AS TO BLUNT CRITICISM FROM THE NON-OPEC WORLD OF THE
END-1973 OIL PRICE QUINTUPLING.

PLACKE

#7445




