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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 unr,1ly sale of o.i.l 

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 "'"stern 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 every line of documents Contained in this book ur.ci t!lose 

of the world's daily news are good reasons for what we 

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



the disgusting feature of A'inunatol-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 ~amp of puppeteering and a$ the main 

foundation of regional tail-wagging and mercenary reactionism, 

during the recent decade. According to the documents, Saudis 

have a bloody handinall intJerialistic 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 tne 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 
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days prior to the ignomin~us 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 e~cept 

that of the enemy. 

The present situation in Iran does not serve the inte­

rests of the iranians themselves nor indeed the interests 

of Ilsm of the muslims. 

There is no doubt that we support his status and his 

presenae .. 

the same opinion:" 

A 

"His other counterpar.t is also of 

During course of my conversation with fohmin prince Saud 

on January 1. 19 ?9, he said Saudi Arabia was ve·ry concerned 

about events in Iran. SAG fears that if Shah goes, .•..•.. 

thi• would produce chaotic condition which will not be good 

for ths area. 

I asked what could be done to help. He said that Shah 
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needed logistical suppo~t. \ 

They adopted the following position, after the fall 

of the Shah and the establishment of the Islamic Republic 

in Iran:" 

G 

"Knowing in oul' opinion". continued Fahd, "Is a tool, 

although he may not know it Ol' admit it. The communists al'e 

pul'suing theil' designs metnodically ..••••..... these acts 

of sa·vage slaughter have no connection to Islam 1Jhose flag 

is being artifically fluttel'ed in Iran". 

" The Crown Pl'ince predicted that "Shortly, Perhaps 

withing a few months, Khomeini will be out and Iran !Jill. 

become another Ethiopia, reled by communists placed there 

by Nosco!J " 

"The main point is that, he not 

only considers the Ame.rican imp~rialists' 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 aommuniste threats in the re·gion • 
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"Saudi. Al'abia had seen the communist fil'e appl'oachi.ng fol' 

a Zong ti.me and had alel'ted the U.S. Saudi Al'abia 's uJal'ning 

and appeals houJeVel' seem to have faZZen on deaf eal'B." 

Z- BAHRAIN: The Saudis role in the persian gulf is. l'lso of 

the same token. On the one hand, under the pretext of 

Iran's Interference (In the name of Conauni11111). 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 tile region:• 

II 

"Fahd ful'thel' noted that Il'an uJas thl'eatening Bahl'ain, 

AUuJait and the othel' Al'ab countl'ies of the GuZf. Thel'e had 

houJeVel' not been a uJOl'd of caution to Il'an fl'om Pl'eBident 

Cal'tel' to l'easeul'e not onZ~ weak countl'iee Zike Bahl'ain, 

but aZso Ame1'ic4's othel' fl'iends in the al'ea and apounJ the 

WOl'Zd." 

E 

Saudi businessman in p1'esence of poZice official toZd 

ao11soff Septembt11' 14 that SAG has sent 500 nationa'z gual'ds-

men to Bahl'ain to heZp GOB ma~ntain ol'del' in face of 
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ahi'a unreat. 

F 

Neither we nor Britiah Embaaay have recieved any con-

firmation of SAG national guardamen actually beeing aent to 

Bahrain. During demonstrationa at the end of Aug"Uat, rumora 

were atrong that up to two thouaand Saudi Police had arrived 

to aasist in containing situation but no trace of them ~ver 

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 bolater hia advocacy of firmneaa in the Gulf region, 

Abdallah claimed that Saudi Arabia reversed iranian aggre-

ssive designa 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 everyone 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 tong been ambiva­

lent. The Saudis want north Yemen to be strong enough to 

defend itself against the south but not strong e~ough to 

threat them. The Saudis are suspioious about north yemen'• 

willingness to engage in unifioation talks with the south. 

Saudi defense minister Sultan .... the oentrat figure in 

defining his government's polioy toward the Yemens ..•. may 

oooperate with disgruntled north Yemenis to ouet Satih if 

he oonotudes that Salih is indeed going too far in appeasing 

the south. 

4. ETHIOPIA. 

I 

"Fahd said his int:rest in Ethipia was not purety aoademio 

rather this "1as based on the horn of Afrioa's prozimity to 

the Arabian Peninsula and the reperoussions of the Ethiopian­

SomaZian-Sudaness politioat soene on develop~ents in Saudi 

Arabia and the Gutf area. 

The Cro"1n Prinoe related how prior to the emperor's 

downfaz°Z, he (Fahd) had disoussed hails selassie 's problems 
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with then president Nixon and secretary rogers·····'···· 

unfortunately the west ·and the U.S. alos did nothing, leaving 

an open path for the soviets and their allies to move in 

with their cuban surPogates." 

5.SOMALIA:" 

J 

"Fahd l'ecalled how in 1978, at p:resident Carter's 

suggestion, he had persuaded siad barl'e to announce publicly 

his acceptance of a un plebiscite for ogaden's people. 

Although ba1'1'e did announce his willingness to accept the 

results of a un referendum, the U.S. seems to have lost 

intrest in Somalia. Fahd feared thatJ through neglect, the 

U.S. miyht lost! Somalia hy default." 

6. The Republic of Sahara. 

Amir Abdallah the present Saudi crown prince overtly 

urges the American pagans to fight against the Sahara, in 

support of king Hassan of Morroco. 

x 

"Abdallah (who earlier in the meeting had ~istened intently 

to ambassador wut·~ review of the Moroccan military situation, 

dePived fPom Rabat 7148) asked Ml'. Ball to Ul'ge upon the 
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''"'iJress and eZse1Jhere provision of Firmness in the Cul)' 

llegion. 

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 Lail-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 unit) and ·friendship with 

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

During May 1 meeting, Embassy poZiticaZ officer discussed 

fea Islamic conference 1Jith MFA eastern affairs director 

Ahmad Siraj. siraj said that Saudi Arabia 1Jaa sending a strong 

delegation composed of five foreign ministry officials. 
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On the question of Egyptian memb'eriihip, Sil'aJ said that 

Saudi Arabia was ZegaZly bound to observe the decisions of 

the Baghdad conference. He said that if expZicit question of 

expuZsion of Egypt ever comes to vote, Saudi Arabia cannot 

be expeoted to break with Arab consensus. 

Siraj added that he feZt best way to pl'event the ex­

p14.(.4'.£1f1t ;, of Egypt was to have the non-Al'ab states l'<Jsist 

su<Jh J·measure 

c 

On the basis of defense of the istamic conference 

charter. (Comment: That chapter has no provision for expuZsion 

of any musZim state .... ) 

Siraj Said that no Arab state can be expected to I'aise 

such an issue, but that if enough° non-Arab states l'ais-.i·serious 

objections based on defense of the isZamio. conference chaptel', 

Saudi al'abia coutd heZp pl'event the expulsion issue from 

coming to a vote on the grounds that such a vote woutd damage 

islamic solidarity. 

B.Palestine: There is a lot to say on the Saudi rulers' 

latest positions and conspiracies against the interests' of 

the palestinian people, but in order to give an end to this 
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introduction, we suffice to probe the main point and the 

ultimate Saudi intentions from the conspiracies planned in 

secret negotiations with their l\lllerican masters. 

D 

The Saudis regard the Arab~Israeti oonfliot'as a direct 

threat to their national security. They view Arab, and, 

especially paZestinian, frustration with Israel as a source 

of instability in the area that has been sucoesefuZly e~ploited 

by radical leftists and the USSR. 

Saudi leaders are convinced that bringing the plo into 

the peace process would remove the Zargeat paZestinian or­

ganization· from the radical camp of those Arabs who reject 

settlement with Israet. The onus for accepting difficult 

compromises with Iarae t 1'lOU td thereby be shifted f1•om the 

moderate arabs to the patestinians themselves. 

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 

right~ous call of the oppressed people. May we observe 

the destruction of the world oppressors and their followers 

in the future history. 

Moslem students following 

Imam Khomeini's Line. 
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, .... 1979 
SAUIJl AllAJllA 

SAUDI ARABIA 

AND 
Ellimated al about 2,001,000 km' (bnundarios undefitird 

ud dispuled); I!' qri<t1hnral, 1% lntttt..t, 983 .i...t, 
1ute, or urban . 

LalMI booonchories: 4,';:17 lm 

4'ATF.R 
Lltniu of tenito<ial waters (claimed~ 12 - (plus 6'"" 

'necea.ry SUl>t'l'vision zone") 

Coulliae: 2,510 km 

PEOPLE 
"-lalian: H,100,000 (July 1979) .•• .,.,.. a1mual arowth 

rate 3.lll (<urnmt) 

N•tio.alitr: noun-Saudi($); adjective-Saudi Arabia• or 
S.udi 

Edmie divisiolls: 90'5 Arab, 10% Af~Asian (IP'lt.} 
Misioa: 100% Muslim 
l..aqua1e: Arabic 
Uteracy: 15% (••l.) La._ Force: ahout 33% (ottt ... flMlf fort'iMll) pf (lnpnlahon~ 

44• C'Ollllllef'Ct', services, and govt>rnmrnl; 28% a1ric\•kure, 
11'5 comtfuction, .f9' industry, 3% oil otfkl miniHK 

GOVDNMt:NT 
'-! u-: Klnedom of S.udi Arabia 
Type. monarchy 
C.pllaL Riyadh; fonrisn mlni<try and ,.,._;p diplomatic 

l'elll'elelltatives lucatl-d in· Jiddah 
PobtieaJ 1uWivisions: 18 arPiratft. 
U.I llfllem: la,..,ly buod on I.Jamie law, ....,.1 

.....tar oodes ha>e b.en intrud........i; jomm•rcial clirorul<S 
hMilled by _.,;.1 commill-; has not accepted conqJUloory 
K'J jurlodicllon 

Natlaael lroliday: 23 SoptembPr 

.......... Kina Khalid (Al S.'ud, Khalid ibn 'Abd 
.,i..'Aois) rules in consukatioD with royal family (esptcially 
C:.-.. Prillce Fahd), and C'.ouncil cl Minitlen 

SECIET 



, ... 1979 

c;ovemmenl leaden Kiili Khalkl lbn 'Abd al-'Aziz Al 
\e IHI 

( :ommunists: neslicible 
Member of, Arab Leque, FAO, G-77, IAEA, IBRD. 

It M>. IDA, IFC, !LO, IMF, ITU, !WC-International 
Wh.at Council, NAM, OAPEC, OPEC, U.N., UNESCO, 
l•PIJ. WHO, WMO 

U11NOMY 
GDP, S&I billion (1978 etl.), '9.800 per capita: annual 

1tw-.:\h \n real non-<>i.I CNP ·~· 159' (197S./77 &~, 
..... ,.oil) 

Atrriculture: dates. 1r1ins. hvest~k; not 1elf-sufficient in 
•••• 1 

liihjor industries: JM"troleum production 9.2 million b/d 
t1U7K): payrnenls lo Saudi Arabian Government, $36 billioo 
llW77), <.-ement production and small steel-roUins miU and 
.. 1 r./inerv: ,.veral °'"" lisht industries, includiac foctories 
prududn1 detergents, piutlc products, furniture, etc.; 
,.:·rROMIN, a semipublic ._ency UIOCiated with the 
.... nlltry of Petroleum, has recently completed a m.jor 

lf'tlllbrr plant 
t:lec1ric powe" 4,700,000 kW capocMy (1978): 8.5 biHion 

IWh produced (1978), 1,065 kWh per capita 
t:1por'51 $40 billion (f.o.b., 1978): Wlll petroleum and 

..,.ro&rum products 
Import" $24 billion (c.i.I., 1978); manufactured ooods. 

h•••ll0rtat1on equipment, comtn1cUon materialt. and proc­
....J food prnducts 

Major trade pairtaers: exports-U.S., Wettern Europe, 
l•1•n, imports-U.S., JaJ)lll'I, Wett Germaav 

A.W: large aid donor; military and economic aid in 1977 
•HMMmlf'CI to $4 biH~ 

•ud1et• (FY78) expenditure '32.8 billion, of which 
d1nrlopmenl fundiOK wu '22 billion 

Monelary conversion rate: 1 Saudi riyal•ustl9.4 (1978) 
1hn•rd to SOR, freely converUbleJ 

"'iw•I year: follows Islamic )'ftr; the 197A-70S.udi filcal 
\Hf t·o..,ers. the period 6 Jtme 1978 t""'-" 2S May l97'9 

I OMMUNICATIONS 
R•ilroads; 575 km standard sqe (l.435 m) 
lli•hway" 30,100 km total: lti,SOO km paved, 13,600 km 

'"''"ovt.J earth 
Pl1M"lines1 2,430 km crude all;. 388 km refined vrodllds;. 

• ~ m natural ps 

Ports: 3 ma)or (Jidda, Ad Damman, ftu Tanura), 6 miROr 
Merchant marine: 68 ships (1.000 CRT or over) totalias 

I 272,200 GilT, 2,223,000 DWT; includes 6 -· 15 
••••n. 27 tanker, 5 specialized carrier, 1 beaeh •ndins 
•••••>. l bulk, 2 combination ore/a.I, 1 liauelled IU (C) 

( :1vil air: 87 major transport aircraft, indudU. 9 ~ la 
Alrflekls: 123 total, 90 usable; s2 with penNnent-aurfaee 

'11nw•ys; 18 with runways 2,440-3,659 m, 38 witll nmways 
I i20-2,439 m, 4 with runways over 3,960 m 

lt:c:RET 

SECRET 

T~ieat'"51 fair system exists, Jtlajf>r Hpansion 
propam underway with microWave, (.'()llxial cable, 111tellile 
systems; 200,000 telephones (2.5 per 100 popl.); 6 AM, I FM. 
11 TV ttalions, I submarine cable; J Atlantic 1md I lndiltn 
Ocet.n 111\eUtle 1laUoa; 15 domH\ic satt'\li\f' statlolu. 

DEFENSE FORCES 
Military_.,, males 15·49, 1,882,000; 1,043,000 lit 

for lftilitary .erviee; aboul 77,000 reach military alt' (18) 
annually 

PenonneL Sl,500 arlny, 1,400 rfavy, 6,000 air fnrl'C" (2.50 
pilots). 20,000 nationol ,...rd (S) 

Major .......... it,. 3 lnladry br;pdes, l mrt•hanizrd 
infantry bripde, 2 armottd brisades. H h.ttalions (I royal 
,...rd, 2 airborne, 2 hcht imnored, 1 Special Fon'f'S, 2 Ii.kl 
artiHery); 18 alr defense artitlery batteries; 10 Hawk •ir 
delenae miuilo botte<ies; in oddition, national &"'4rd has 4ti 
baualion-siae unus (S) 

Shipl: 3 fut patrol boats, I patrol boat, 2 ulilily landins 
craft 4 mechanized landins craft, 4 service craft in naval 
f~; about 400 miscellliMOUS .-trol cr•ft (indudin1 H 
........ craft) in cout 1 ... rd (S) 

Aln""I" !11111 (1114 ;.t; 39 t'lfboPf<>1>. H prop, 52 
belicopten) (S) 

Su,iply1 produces some amn1uniUon afld rif~ ot~rwiSf' 
relies on WesterR $0Urcel, parlicu'8rly U.S., Wfit C.of'rfftllHY, 
U.K., Ualv. and France (C) 

Military buol""t' for fiscal year endins I July 1979, 
•12,936 rnil"°'1; about 329' of central aovernment budset 
(C) 

INTELLIGENCE AND SFCURITY 
Dlreclorale of General lntellloruce (DGI) (Al-Mndi<inah 

al-Ammah hi lstakhbarat), domestk'/foreicn; For~isn Uai­
IOO Office (FLO}, foreicn coVf'l't actiQn imtrument (in 
Sep1ember 1977, the FLO w .. oubsu....i into the IJGI, but 
as of March 1978 it coatinuod to function as a wparatf' 
entity); Directorate General for lnvestiptiON (Al-Mudir­
iyyala al-Ammah Iii Mabahkh), ~ic; Dirf'<'loratl" 
General for hblic Security (Al-Mudiriyyah al-Ammah Iii 
Amn al-Am), .io.r-ic: Dll'ed°"'t• Genetal f.x (',,... and 
Frnntler GuaTd (Al-Mudiriyyah al-Ammah 11-Khafr al-S.wa­
hil wa al·Hudud), domestic; Department of Civil Deft-nse, 
domestic; Depr,rtment of Technic•l Servicfl; (Mttdiri}~al 
a&-Khadamat •l-Ammah), domnUc; Nationul Srcurity Cu .. n­
cil (Al-Mollio al-Ala Ill Am• al-Am), domestic: National 
Curci (Al·Haras al·Watani), domestic; F0tt'8n Liaison 
Office (FLO). domestic and -1; Special S.Curity 
Forc:eo (SSF). domestic (S/NF) 
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tN't~~-!t_~it ,, . 
r ~:?.\Jse~z J11.1r1a . 
F·:. M!i:i~S.AS'~Y. JlDIM 
;;o i!UIKC/$!OlfA?t. W ~l>~l i1c·· 4.~5~ 
l!tiQ aua~tJJ(~!'ii·A~SY. '.~U DHAJ! r5C3· 
iilJS.SRSIA~SY· c11:~,1;Cr.s 1~2 
f;UFH:W/Al'1t.::!ii:A'$SV.''4LGtt::iiS 66~ 
P.t;Q(·~1Aritm~sY.UQFIA 633 

00 t/-2 
j\ij•;oat1AHl!:~ASSY< JAt.\~TA 235 
l!U<i:•lltV/AfiEC'l°3_.\SSY: KUWAIT' .\73 
RUfl;~L/A~f-:3AiSY .LJll'.iOS UJ 
RiJl'iil.C/Ak!E~/\$SY. L,lSRF.Vll.LE Jci 
f.U:.i:·lA,.Aio!l?f'l':.lASSY MIUilAM/I I 353 

Ac TI ON ,, 
ECON 5 \,, 

INFO 
A"8 
DCM 

ihiQ:o\Mt/Al<l4i<iJASSY l'IUS~At 51 S 
au.::iQi.ft\;i;,alf~S't QlH'tQ 6t . 
Rlic1t1Hff/Afoll!MS~SY TEHllAN 2637 
~W~bTlJ!.A:·~i•i;~ASSY ti!IPOLI j94 
nUF:-iAUh\i<l<:MJASSY VEHNll 24:<! 

POL 
Pl'I 
ICA 
OR 
ADM 

Fti.llcHCil/U~t ;;r oAGHDAD 3126 CRU Z II 14 
r,:;,:,,:Dii/AiiCOllSUI. DHAHRAtl 1733 
rw:">lYA/USLO iUYADH 2453 
i\iil'iiOL/Af'l!!:l'iJASSY 60llt{ 601 
RUOTC/At'lil:.i'i.3Ai>SY 1.0ilOON 4u46 
Rll~HMi!:/At'IO:h~ASSY {~l~KICO CITY 30 
iUiFi.a'S/AM<::i·'3ASSY PA~IS U45 
2U!JKSl~Q/Ai•1.:::;.;;l\SSY OSLO Jg 
ar 
C 0 LJ F I J i N T I A L 

LI111I!Ei:l ol':'IGIAL us<: S!::CTION '" OF BJ JIDDA 8813 

\'.:.O, 12,~65: NA 
TAGS: EllilG, OP£C, SA, US 
SU·:!Jt:CT: PJTC.iiUAI. Hil'ACT OF OPEC PRICi IllCREASE - SAUD~ ARABIA 

ilEF: JIDDA.'3<330 Arm 9044 

rn;;: FOLLOWI:lG MESSAGE REPRESENTS A COtlSEMSUS OF THE 
E1·iJASSY'S OIL CO:<IMITTEE MEMBERS INCLUDING USLO RIYllD.H 
Alli> CONSUL Arr.; DHAHRA" • 

1. THE 14.:; PERCENT PRICE INCREASE DEClDED'AT ,THE OPEC 
~iltllSTERIM. COMFEREllCE IN ASU DHABl POSSll».Y REPRE5~111S 
l'tiZ OVER-~iIDiilG Dli:CISIOfl OF SAUDI ARABIA ro MAINTAitl 
OPEC UNITY OVER ··ns SO~li?:litlAT !'EAKER WISH Tb BE 
RtSPOilSIVE TO WESTERN, Afi<l.ESPECIALLY Wi. PLEAS FOR 
PRICe M,QDERATION. THE DC:SIRE TO 11AillTAill OPEC Uftlf.Y 

.\IAS l!XE"JPLIFl~D BY THE INTEl~SI.Vt BILATERAL. CONSULfA• 
TIOflS THAT P:iECiDED THli: CONFERENCE. TKESEl IEGAN I" 
O:Ai:LY FALL,· \ollL SAUDI OIL MHHSTER. YAl'lMll LEADitlG 
OFf WIIH HIS FIRST VISIT TO VENEZUELA IN SEVERAL 
Y.:ARS. THIS WAS FOLLOWED aY A SE.RtES. or vtsns SY 
l\!iliuiiAol •s OIL l'IINISfiR, l'IANl AL UTAYSA. fl)· VIRTUAl,LY 
ALL Tit& lllIDU: :EAST one CAPl?ALS. IN TK& FINAL DAYS 
~FORE THE ·CONF!RENCii:, TH£ OIL AND. FI NAtlC:~ NINIST.!RI 
Of . QUATAR A.ND ABU DHABI; AS YELL AS' KUl#AtTl OIL 
i'iI1llSTER ALI. KHAl.lFA AND IllANIAN NlOC bF.VlelAl 
P~i1VIZ l'IINA Al.I. VISITED THJ!: KINGDOM. THE$E .V~lrt 
~~E: JZL~IV~D TO HAVE S~T THE STAGE FOR THE PRlC£ 
~.;:Cl3ION TAi\lW At ABU DHABI. 
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2. AT THE SAM.': TIME, EXTERNAL FACTORS COlffRHlUTED 
PflESSUHE FOR A PRICE ·lNCREASE>~MOST SIGNIFICANT 
WAS HIE EARLY Dt:CEP'IOER Of.OP IN I RA NIAN PRODUCT! ON 
OCCASIONED 3Y RENEWED HlTERNAL 1l1FFZCULTIES, THIS, 
C0ri3INED WITH PC!E•CONFERENCE LIFTINGS BY OIL CCl'iPANlES 
IN Al;TICIPATIO;~ OF A. PRICE INCREASE, AND USUALLY 
HIGH FALL Oi::HAND IN i::UROPE CO.MaINED TO SOAK UP 
su:1PLUS PRODUCTION, AT THE SAME Tll'IE, TH.E RENEWED 
ST~ENGtiT OF rliS DOLLAR IN RESPONSr: TO 1HE U ,S, SUPPORT 
l'ROSRAl'I HAi) C:ILY LHiITED IMPACT OM SAUDI THINKING, 
SAUDI OFFICULS COMMEIHiiD THAT IT WAS STILL TOO 
EARLY TO BASE OIL PRICE JUDGMENTS ON THIS STRENGTHEN· 
ING, .MID STATED THAT SEVERAL lllONTHS WOULD SE. 
NSCESSARY TO TELL IF THE PROGRAM WAS INDEED WORKING. 

3. IN CONTRAST, THE WEST'S EFFORTS TO CONTAIN A 
Pil!CE INCREASE WERE PRIMAiffLY INTENSIVE HIGH-LEVEL 
REPRESENT AT! ONS CIY THE UNITED ST I\ TES, AND RELATIVELY 
:-ltLD PU3lIC STl\TEl'IENTS BY EC ENERGY COMt•IISSIONEER, 
'fl!E FRG'S i3ilUililZR. THESE wtRE oa VIOUSLY NOT 
ENJUGH TO CONVINCE THE SW DIS TO TAKE A HARDLI NE 
STAND AGArnsr THE CONCERTED PRESSURE OF THE OTHER 
OPEC V.Zi'l3ERS. THE ENO RESULT, WAS THE DECISION TO 
dOOS'f PiUCES AN AVERAGE OF 10 PERCENT FOR ALL OF 
197::), WITH THE OVERALL IrlCREASE 'fOTALING 14.5 PERCC:NT 
TO aE APPLICA~LE IN THE WHOLE OF CALENDAR YEAR 1~a0, 
IN THE ABSENCC: OF ANY FURTHER INCREASES, . 
~HESE FIGURES CONTAIN CO'·iETHI NG FOR BOTH THE MODERATES 
MW T:iZ PRICE HAWKS. aorn CAtf QUOTE THE FIGURE THAT 
51£2.VES THEM ac:sT. 

4• INITIAL LOCAL REACTION HAS Bt::EN REPOR.Tti;D IN 
REFTEL. IN HIS PRESS CONFERENCE ll'IMEOtATELY 
FOLLO~IING THE CONFERf::NCE, ZAKI YAMAl 1 INDICATED THAT 
SAU.DI OBJECTIVC:S HAD i3EEN A SMALLER PRICE-HIKE 
0 
i3UT CROWN FAHD'S STATEMENT OF FOLLOWING 
Bf 
0~13 ~I"ITED OFFICIAL USE 
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DAY, t.'H!LE El'!I>ltASIZilfl TlfF. JI PiRC£Nt AVEltAGi,c 
CALLED ~HE PRICE HIKE •LLOGICAL AND OBJECTIVE AND 
BLAPJ&D THE DET,RIORATION OF IKE DOLLAR AND HISH 
liffLA Tl OH IN TH£ WOT VHJ t:il l'!Al>E SUCH A HIKE 
t£CESSii!tY • 

5. AN llllTIAL CM.CULATION UIDICATES THAT TKE 
SAUDIS UILL RECEIVE ROUGHLY AND ADDITIONAL S3.8 BILLION 
IN 1979 hS A RESULT OF THE PRICE HIKE IF A PRODUCTION 
LEVEL 01' 6.5 BILLION Bl 01\\' IS llAINTAINED. 
OOVIOli:l!.Y • THIS VlLL ASSIST ?Hi SAUDIS lN MEETING 
ANY FU!ti:"IER SHO!t1'•FALL IN THE CURRENT FISCAL YEAlt 
euoaE·r MID PROIJID~ SOMETHillQ OF A CUSHIH FOR NEXT 
ViAR'S EY.l'ENDirUn~S IF PRODUCTION FALLS. IT WILL 
llOT l'ROVI DE· SUH'ICIENT FUNDS TO UNDE:RTAKE ANY 
Al'DlTIOtJS 11£11IPLAL'S BEYOUD THOSE ALREADY l'ROJECT&:D, 
BUT, WlTH THE RECENT El'lPH.\~IS ON COST CUTTING UD 
TIGHTER CONT!OL or: EXPE:lllll CURE, TOGETKER WITH THE 
!'lAlllT:S:!WiCE OF A OOll~TIC INrl.ATIOll ltA?i OF ta 10 
12 l'Ell~E;lt, Wll:LI. BELOW EARi.lift LEVELS, FUllTKEll CUTS 
Ill UHIEllT PROJECT Sl"EllDllJG Aft! UNl.lKEl.Y • 

'· to n:~ EXT!:HT THAT THE DOI.LAI DETEltIORAT.ES AS A 
RESULT OF THIS PRICE HIKE, SO WILL THE OVER SS 
PERCE:lri OF SAUDI ASSEtS AND lESEJtvi;;S DENOMillATED HI 
~OLl.ARS. HOIJ~VEu, THIS LOSS Ill.DOLLAR VALUES WILL 
ACTUALLY !lE APl"t.!Ci\oLE ON'.Y VHEI THE SAUIIS tlEED 
TO EXCHAttar:: THEN FOR OTHE,. CURltENCiiS. TO l'AY FOR 
ll?DR1S OJ? 5£11V!Ci,S. ON THE: OTHER HAHD• TO THE 
EXTillT THAT THIS PRICE It:CflEAS! FUELS U.S. IllFl.ATION, 
SAUDI PURCHASES OF u.s. GOODS UD SEl'IVICES !rill.LL BE 
Dil!ECTLY c:rn:cri:::J. ,' 
1. VE DO NOT £llf'EDT rg1s rn1cE INCREASE TO HAVE ANY 
P'.AJOR EFFECT 011 S.'!lDI FOREIGN AID. AID WILL PROBABLY 
[;E SUSH.HIED AT ci;nRENT LEVELS. WITH AltAI AND ISLAMIC 
POLlflC,~l. COllSIDf.:~ATlONS CC'tlfillUEING TO BS .fH£ 0'1£1t• 
fl!DtNG r·~crORS Ill AID DECISIONS. THERE l'IAY SE SOPIE 
AID GIVEN HI THE FORM OF OIL GRANTS AS CLAIMED BY 
1403UfU OF ZAilli AFrElt A RECENT VISit TO TH£ 
KINGDOM. 

l& 



;:.-. Ir1 !Ho. LOllGl:':R R/\tlGE l!fE NEW JASE FOR POSSIBLE 
::•EC nzcr;: INC!ll£.f..SS:S F611 t:i80. WILL BE .... , PERCENT 
riIGlfTii:~l Ti!Alt THE CURREii? PlUCt. THE SAUDI ?HIRD FlVI 

~:~ ~t:: ~= ~~~~~~~ T~· B~E~=lt l~~~LfH!~HE 
Si:COHD PLA~, AND THEllE IS A BROllillG SOPHlSTICATID 
REALIZATHHI Al'IO!IG SAUDI PLANNERS TO MATCH RtVtllUES 
wrrx £XPZ~liltrURES. liHlll l•'IPACr lHlS WIU HAiii o• 
1.0NG•TE:1M PRICINQ l'OLICY IS UNCUTIAU• BUT WILL BECOME 
MORE A>'J"ARANT AS PR£CISE OUTLlllU 01 THI THillD 
PLAN EMERGE. 

~jE~~f~~e~s1:~!~£f:;::, ~~fs11~Rr~~ y:~~:':ILL 
UWE 011 M,U NTttlA!ICE AID EXP ANSI 011 OF OIL PRODUCTIVE 
C~PACITY. THE POSSIBLITY THAAT 8011£ OF ?HIS ADDITIONAL 
F~OFIT SE DIVERT~O TO llAINTENAlfCt AND EXPANISON Of 
OIL FACll.lTli:S WILL, I» SOME MEASURE# B~ DETERl'IINI.~ 
DY How !;fcLES AND BUl>QiTiflll PROCEDURES G~ THE 
TO•BE•lll\Tl :lNALIZEl> ARAMCO ARE OllGANIZ&Do 

10. OH£ Of THE l'IO~T SIGNIFICANT EFFECTS OF THE ABU 
DHABI CDriFER:i:HCZ, FORM THE SAUDI l'OillT OF VIEW, WAS 
l'tlf.: RESl'Jil.UION or OP&c UllITY WHICH VAS 8ADl.'i 
&nAKEN 9Y THE SAUDI BREAK AND THE RESULTANT TtlO• 
"!Il!:REO l'lHCE N 1977. TKE VILLZNGNESS OF SAUDI 
~RABIA TO ACCEPT THE MAJORITY DECISION HAS REDEEMED 
SAUDI AH~BU Alll> BAIUS!ftD, AT LEAST TEPPORAIUl.Y 1 
l.IllGERHG DOUBTS AS ro .1 TS I' RO-OPEC STANCE TO'tAICDS 
rni,: or1ma !':EMBERS. THE SAUDIS SEE THIS AS A POSITIVE 
GOOD, Ai:D THIS ACCOUNTS FOR THE SPIRITED DEFENSE OF 
THE PRlCii. INCREASE HOW APPEARING IN THE l.OCAL PRES~. 

11. SOMZ EL!Me:NT OF RAAB UNITY NAY ALSO Bl IN~OLWD. 
PERHAPS MORE CONCHi!:TELY t THE SAUDI ACTION HAS PLAYED 
A MOJOR J':OU: IN THE SIGNI.F1CAHT 1111PROVE1£NT OF 
RELATIONS WITH BOTH KUWAI"l' AND IRAQ. HERE• THE SAUDI 
POSTURE CAN Bt INTERPRETED AS PRO•ARAB FOLLOWING 
C~ THE R~ULTS OF THE BAGHDAD CONFERENCE, AS WELL" AS 
~0-0PEC. 

12. IT IS STILL TOO EARLl TO SAY HOW JKE SAUDIS 
i;:VALUATli: THE IMPACT OF THi PRICE 1NCR£ASE ON 
s.~uo1-u.s. RELATIOrls. THE INSTAIT DEF&:RSIV£ REACTION 
LEADS US TO BELEIV£ THAT THEY ARE PERKAPS ·NERVOUS OYER 
Ul!AT THE HiPACT Wil.L Bi, ESPECIALLY IF THEY ARE SUIGUD 
WT FOR !31\LME BY THE U •. S. PRESS AS THEY WERE PRAlSiD 
AFTER THE 1977 PRICE SPLIT. CERTAINALY, THERE ARE 
iiO CURii::r~·r INDICATIONS THAT THEY WILL RiSl'OND 
POSITIV!~l.Y TO PRES I DE:NT CARTtR• S REQUEST FOR 
Ii EC OHS I Df.RATIOH OF THE STEP INC:RtASiS LAtlft NEXT 
iH 

0013 
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itil"il~siA~;..~:i;:':;;{· n.1.11 ....... " · ,11 
tUQtlC•D/Alltr.6/\Sli'i DOHA t:35 

'

J,IJ(C'D.rtAHEl'!aASS'I JAX.Al!TA 237 
DQ,·i~W/Af'ltl'!llASSY KUWAIT 4GI 

. ur;.qt,/AMitllAfiS'{ L~GOS 215 
IUFHLCiA"2~ASSY LIBREVILLE ~8 
IUQtb\H/AtltfSA55Y MANAMA ll'5 
RIQMTIA!lil'lilASSY i.JSCAT 511 
IVJ:SQ!/AJll£leASSY.~UIT0·62 
ltllQM1HiAIWl8'AflSY TEHRAN 2sa9 
IUlil~fX/AIE!GASSY TRIPOl.l 99C 
RUFtfAll/Jil'lil'l3ASSY VIENNA 242 
Rl.IEHCft.tUSIMT BAGHDAD 3l~ 
ltUQML:lJ/AMCONSlJI. DHAHRAN nn 
IUQ!'¥A/USLO RlYA~H 2458 
RUfHOl,./Al'lll''l3ASSY BOH 699 
IUDTCIAMEtlBASSY LONDON 4948 
RU!HMZ/AIU:"3ASSY "2IXIC01CiTY 31 
IU1NPS/Al'IEl'll3ASSY PARIS 1947 
iUl>KSllQ/AfliMaA;>sY OSLO 41 
St . . 
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llAR. IF ANYTHING• THE GEllERAL ?HOit OV REMARKS 
IS fliAT TX& SAUDIS WILL STAllD BY THEIR 8PEC 
llEtHREN FOR 1919, AND CLOSELY WATCH THI PltOBIESS 
CF THE DOU.AR BEFORE CONMITTIIG THEt!SELYES Tt AIY 
COURS~ OF ACTION FOR l9SO. 

13• THEY HAiii AHD VlLL CGN'IINUE TO ARIUE BOTH 
AIBLICLY AND PRIVATELY THAT THE PRICE lllCREASi WOULD 
>:.\\IE BllEN EVEN GREATER IF' llOT J'OR SAUl>l l'IODERA?IH, 
AllD Wil.L POillT TO THI OPEC DECISIOH TO COltTUUI 
IBE OF Tiii DOLLAR 'AS A PR!Cllli tlECHAllISN fO II 
THE RESULT OF T11£1R DEF£NSi OF q.s. IITEIEStl. 
WHAT OTHER STEPS THEY MAY TAKE TO ALLEVIATE U.1. 
DISAP?OINTMEllT OVER THE PRICE INCREASE AR£' NOT 
CLEAft, BUT l'IAY IllCLUDE STEPPED UP DOLLAI PURCHASll 
FRO" THE UNITED SAATIS. 

&4• THE BIGGEST DANCl!R AR•SIIG FRO" THIS MOST 

. ,:~E:fug'¥~E:it~i:1L~IC~~A~N~E~ ~:~~=!T~:r~:. 
THE SYSTH OF QUARTERLY PHASED UCREASISo YAMAII 
'tlJCH EARLIER PUBLIC.I.LY ADVOCATED SUCH A .SYST&lt AND 
THIS IS PROBABLY ONE OF THE' QUESTIONS BEING STUDIED 
BY THE: C.EC l'lltlISTERIAL LOllG•RANGE STRATEGY 
COMMITTEE. SINCE OPEC PRICING DECISIONS ARE II THI 
LAST ANALYSIS MORE POl..ITICAL·TKAN ECOIOllIC, SUCH A 
PROCEDURE, ONCE INSTITUTIONALIZED, AAY BE VERY 
Hi\RD TO UIDO. AS A RE~ULT• AllOIHER·IIP'LATIONARY 
FACTOR WILL SE BUILT INTO THE WORLD ECOllOl'llC SYSTEM. 
atGN.FICAllTL~., Al.THOUBK POTiNTIAL FUTURE Piiie& 
IICREQSES ARE STATED TO BE HINGED TO Tiii FATE 0, THI 
DOLLAR, THERE IS 110 ASSURAllCI THA THE DOLLAR"I 
srRENGTHENING Wil.,L LEAD TO AllY PRICI DICllASE. 
WEST 
BT 
eot3 

11 ; 



~ ESA271AAB486 
RR ~ cx:tlFIIEm"AL 

IE RtJl1IJRA 0049 0030700 

ZNY CCCCC ZZH 

R 030537Z JAN 78 
liM AMEMBASSY JIDDA 

'fO RUElfC/SF.cSTA'IE W.ASHOC 4 375 

INFO RUMffi/AMEM3ASSY TEllRAN 2642 

RJSNAAAIUSCilnlJR VAIGINGEN GE 

RJQ>!YA/USI.0 RIYAIB 2464 

RU!MJH/AM<WSL l.lWJRAN 1741 

RJQ>IBI/AMEMBASSY ABU IHABI 1567 

RJ"'1GIJ/AMEM!ASSY ANKARA 449 

R\JEl!C!VUSINI' BAGHDAD 3130 

RUFHOL/AMEMlASSY 8JNN 610 

RUc;i.IOD/AMEMBASSY IXlfA 637 
Rl!FHF'r/AMCCNSUL FRANKroRT 632 

RUHQHQA/CINPAC HONULUI.U HI 

RUSBQD/ AMEMBASSY ISLAMABAD 

RUSBLK/AMEMBASSY KABUL 183 

RlJQJ>lKMI AMEMBASSY KHAR'roJ.I 961 
RUQMKW/AMEMBASSY KUWAIT 4086 

RUIJI'C/ AMEMBASSY LONIXW 4049 

RlrllMO/ AMEMBASSY MOSCCW 268 
RUQl>f.fr/AMEM!ASSY MUSCAT 518 

RUSBAE/AMEMBASSY NEW DEI1iI 1138 
RJFNPS/AMEMlASSY PARIS 1948 

RUMJPG/USI.O PEKOO 11 

RJFllRO/AMEMBASSY IOIE 1029 

RUIBKO/AMEMBASSY TOKYO 378 
!JI' 

C 0 N F I D E N T I A L JlLOA 0049 

E.O. 12065; ODS 1/2/85 (BOVIS, 
0

H. EUGENE) OR-P 

TAGS: PEPR, SA, IR 

SUBJECT: SAUDI VIEW CF IRAN 

( C- EN1'IRE romNI'S) 

1. OORING COORSE CF MY ccmmsATIOO WI'1H FOO MIN PRINCE 

SAUD ON JANUARY 1, 1979, HE SAID SAUDI ARABIA WAS VERY 

1t .. 



ACTION 

POL 3 

INFO 

AMB 

IX)'! 

™ 
ECON 2 
OR 

ICA 

AtM 

CFU 2 M 

COOCEllNED ABOOT EVml'S IN IRAN. SAG FEARS 'IHAT IF SHAH 

GCl'$, AIL 'THE SYMBOLS CF UNITY IN '1HE CUJmRY WIIL DIS­

APPEAR. MW WILL DISINimRA'lE AND caJNJ.'RY WILL OOUAPSE 

Df1'0 '.I'RlBALI~. 'IBIS '"'3JI.D l'RJIXJCE CffAOl'IC CQIDITICN 

.WHIOi WILL N<J1' BE OCOO FUR 'll!E AREA. 

2. I ASKED WHAT COOID BE lXH: 'ro HELP. HE SAID '!HAT 

SHAH NEEDED WJISTICAL SUPPatT • HE NEllS WAY CF KEEPOO 

FUEL SUPPLI&'l CCMI!U AND MAINTAINING ~ D:rsnmuITCN. 

3. HE ADlEl 'IRAT 'JllERE WAS !«) REAL Al:IERNATIVE 'ro 'lllE 

SHAil AND '!HAT HE WAS 'IERRitlLY COOCERNED AS 'l'O WHAT WAS 

HAPPENING. 

4. I ASKED HIM IF HE HAD ANY PHEDICTION OF WHAT WE 

FINAL OOTCGIE MIGHT BE. HE REPLIED 'lllAT THE S!T­

UATICN WAS SUCH 'lRAT HE CXlJID 001' PRIIDICT WI'1ll ANY CC!<l­

FIIENC'E WHAT MIOHr HAPPEN. 

WEST 

BT 
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AMLL_ _____ ----- Mh'• 

OCM_l R 303930Z .!AH 'iB 
· -- i-·1t AMi·rn:.Assy Jmo" Ac.,.. 

SA·-;.;---- Tr) RtJli:riC'SF.CSTt>fE WASHDC 908 I JON · 
POL"'--- nunlK(Y AMEIHIASSY TOKYO 3~9 Copy 
lC0:-1 ____ , rniro Plil!l"!!H/ M1i':MBASS'( ABU llKABI t3~5 . 
PM I l'W'i~Oil/ A!'I co11::m. D HM!l! AN 71 e 
·---- R!J.~l'l!\W/AMt)18ASSY KUJAIT 3742 

USIS_L __ fiUCMlml AMEMBASSY ?Elf'! AM 2411 
CONS____ BT . 
(I R_.L____ __ 

ADM __ i.IM!Trn orncIAL USE JIDDA 8726 
Gso ___ _ 
bf E. C'~ ll652r !+'~ 
----.. T!>O:l'r URG, EHN, SA, JA 

PER .. ______ Si.il:JJ~ SAt.DI OIL SALES Atll Ill>USTRIALIZATlON 
f!S() 

MSG~~-=-= REF! JlUD~ 12·1 CNOTAIJ 

TSO ___ t. DUT:Hl3 JH:CENT VISIT BY JAPANESE FO:!IUGM MINISTF.R S\.\NO:JA, 
~CRO ___ , SAtlDl O!L IHNISTER YAHANl TOOK Pt.ms TO EtlPllA!>IZf --
CAO ACCr..iDI N-1 TO JAPflNESE EMBASSY SOURCES HERE •• THA'f SA/3 

. --·- Ct\11.ll Har E>l: EXPECTED TO Pi!O'.>UCE OlL IN IH0-198~' S fli' 
CEO _____ 1':1'~2 07 16-18 IHi.l.ION Pill ll~ICATT:O 8Y CIA OR OTHIT: STl')ItS, 
MC------ Yf\!'1(1rlr NO!fl) OPf'OSITI ON IN SAG TO ANY PRODUCi ION INCi?Er1Sl£ 
CJA()___ BJ::Y01.D PRESENT B.5 MILLION !YD Cltli .. INB. )IE ONCE AGAUI 
MAAG -- STf!<;SSC!l SAG DESIRE FOR TECHNOLOGY TRANSFER AS CONOfT rnw 

· -
1 

·-- i:'CJI EltPANSION OF SAi.DI OIL PROOUCfIO~ . 
AGR.'..L___ 
DEA. ____ 2. YAl•:ANl TC'..D .J~.PANESE THAT OIL. l'ROt>UC!-'.D 8Y SAl!ll 
lh:;_~--- AT!'.llBIA, rn r:xcc:ss OJ;' EITTITL!MF.Nl'S TO ARAMCO f'ARENf 

-- co:iPANIES UtJ'JER TA Kt OVER AGREEf'lE In' <NOT Er AMiil' 
lCTR ___ 1 !lll.LIO~l Bro, \IOtn.0 BE sm.o lN FUTURE aY- SM rnnTY 

U!<ll!:R m:111 GOVf;1 tHENT TO GOVER ~'141WT SAtES coirna1CT 
l'IH!GH WOULD TIE: 1wusrRIA1.-T£CHl-U.t.031CAL CO'.h'IITMEN1'3 
O!f PAAT 01'' BUY!:R TO OIL SflLES, C~RENI' J APAill:'.SE OIL 
PmCKAst CON!RAC!S Al..L ·EXPIRE· AT tm OF 1!"18. 

l·AA 

TU 
CRU _ _j __ 

SHlrt_J__ 
TAB[\___ 
ISFA _ ____._ 

t...:>~ 

3, SAG CONTI NUl!IC TO !"RESS JAPANESE Fat COM1'!!TM'F.'Nf 
ON PE"rROC~:::~lCf\L PllOJ~Cf AT JU3o\'t'L, ACCORDING TO 
JAPi\10:!>"£ EM8ASSY. l'ROJtCT IS HO'.il UIO[R - nrn.RNAL 
~'UDY" !lY IUTSIJ315Hl tJIOUP AN> MITI, WHICH lS 
E>'.f'EC'r!D TO !..Al>'T U~'TIL ,JUN!. IF JAPANESE CMl llGRE!. 
If.rrEr?flALLY OIHIC1f W£ U')>£RSTAN> INVct.VES Ill!'.!IST£t-ICE 
B':' MITSUBISHI THU OTHER .JAPANESI': n.TJ?nCW./lllC.~l. 
MA!lCFACTIBERS EE 03LIOW TO TAi<~~ SOi1E O~~ l'U1NT 
l'ROVUCT> ~ !'RO.H:CT WILL l10Vt TO S'l"AGE 011' JOlm'LY 
SAUUI- JAPANESt: FI!IANCLD D£TA11.EO f£ASIBILI1'Y Silll!ES. 

\!£Sl 
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~i/.~_: ____ LNCQl\[i}NG ·ta,J;~It.ll.M. toNrR01 "o·.~----

(>~~~.-;~.~.- .U'.L'.·~~~ 7 J~7 AL 
INFO: I" R·. 14 l!J7!5Z FEB 7S . • ••..• -·· • 

FM A~ICOIJSlL DH/\Mil.AN 
AM~ TO RUEHCIS~l:~'1?1!£ \i/ASH!'JC PRIORITY 6018 
DCM_..__ INFO l!UQ~RA/ A'>li::·IBf\SSY JIDDA 8149 
SA ___ ~ RUCl:'.Yf.IUSl..0 RIYADH 2~2 

.l.. RUtiMh."'l/AMEMB.~SSY TEHRAN 1263 · pv 
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ECml___ rwo:.JDI/ AME!'JBASSY ABU DHABI 39$ 
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USIL_L.__ C 0 N F ID E NT I AL DHAHRU 9211 

CONS_____ E. ·o. I Hi52 t OOS 
Oll----t- TA13S: Ema, SA • 
ADM_____ SUBJECT1 ARAHC.D OllllE Oil. l'ROOUCUON 

GSO___ I, CLRRENT ffiCOUCTJON1 ARA!'ICO CHAIRMAN JOH~ KELN:!H''R 
BF_____ C PLEM;f: PROTEBT> REC$NTL Y TOO CONSIL GENE.'H1L THA.T IT:l~:: 

COMPf\NY' S l'llOOUCTION AVE:'lAGED 7.5 MILLION BPD DUR!!lC:: 
PER,___ JAtlUf~Y 1978, y:.111; llEOU()'!:'J> PROOUCTION RAU tlEl"U:i,TW 
RSO___ SLACK DEMMi!) t:'ll.LO"iX NA PER 100 OF' INOlUSEO XOF.MA\'!> 
MSG____ IN L/\TE 1977 AS BUYERS FILLED STO~AGE fACIL IT !ES HI 

ANrICl?ATI014 OF AN OPEC l'RIC! !USE. ACCORDING 
TSO TO KELSEi!~ OE/.IA!n HAS SKARPLY INC<lEASED HI FEeRUl\liY, 
SCRO___ PROBABLY BECAIJ5E OF BAO WINTER IN US A!I> !tLS'·:~'l;ERE., 
CRO ____ AIV FIRST EIGHT DAYS OF THE MONTH WERE AT !HE 
CEO____ nAT1!: OF' 10 HD..LIOll BPD. 

MP 2. FUTURE PRODUcTION CAPACITY! lro.I!D!m l'.lt:GCR1$ri:O JAH:!A~ 
DAQ__ ARTit:U: BY STEVEN RATTNER IN IN'l'F:RNATIO!l,,L 
~IAAG.:...,-- HERALO Tl'HBUHE AS 13ENtP.Al.1..Y ACCURATE. RATn~· S 

, SfO':CY Rl::!'CRTEO A STATE!~E:<T BY Et~E:P.GY SEC!lf.'fARY 
AG~- SCllLF.SINGER TH..\T SAWI ARABIA IS• SCHEDt:U:o· 
OF,\____ TO INCREASE J'R(!)IJCTillE CAP/ICITY MOD>:S'!'l.Y B!rrWEF.N HOW 
IRS AID TH! EARLY 19811' fr' AID THAT THE SAID JS SHOt'U"> BE 

ABLE TO l'ROOUCE ABOUT l:? MILLlON BARRELS A DAY B'f 
TCTR A801.lf 1983 00 1984, COi!PATi::::l TO ABOUT Ill IHL.t.!C:oi 
FAA BPO N0'4• THt A?.A~CO CHAil!!'!AN NO'!ED THAT THOSE 
---- FIGllF\F.S ARE f,l30UT !!IGHT IF TH!R REFER! CAS SEcr.!!t.RY 

TU sc;r,.~srnaER Iir.'EM>ED> TO "MAXIMUM SUSTAINAi3LE 
CRL'---l,.__ PRCl'U<:rlV!i' C~.:>ACfT'I"' (TH! FCP.MIY! GEM!inALI..\' f\BOUT 15 

PERCENT LOWER THAN THE LATTER>. OOIR NOTF.S l!\'IHC/\'i;: A 
SHID I SKAl.L DIF'F'ERENCE, HOYIEVF.R, IN THAT KEl.Br.!F. usm 

"----'-- THE f'IGL'P.ES 12.5 Atfl 19.5 MILLION BF':l RATHER THArl 
TAllR 12 Al'ifl 111 M Ill. ION BPJ AS THE 1983 OR 19!~ MD Ct\lP.<:Mr 
ISFA____ l!AX1!11.l1>1 SUST11:il!Af'U'. CAPACITY RESl'l:CTIVELY wmrn HJ: 

DlSCl.i53'.':lID THIS SU3.JECT WITH SEl"~ETARY SCiiLESIIVGER 
ON JANl'ARY 12• 
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3. KF.1-BERER CO\'!l'!ENl'ED THAT A GROWi NG NUMBER OF YOUNG 
TECHNOcqATS IN THE SMJDI GOVERNMENT FAVOR CC:;SER\11\T!ON 
OF THEIR SOU: NATURAL RESOURCE BY LIMITrnG F".<OOUCTIOL\ 
TO THE 11:-iouNr NECESSARY TO COVER SAG FINl\NCI1;L 
REQUIRE:-!1':NTS !NCI.WING THE FIVE YEAR PLAN, !. '!. 
APPROXI'IATEYTY 5. ,Mil.TION BPD. MOST POLICY.. 
MAKING AN> TECHNICAL OFF'ICIAl.S IN THE PETROi.EU!'! MINISTltY, 
ACCORDING TO KF.l.B~ER, THrnK THAT 12 Mit.LlOil BPD IS 
ABOUT THE BEST t.ONtrTERlll PRODUCrION LEVEL orn . 
SA!l>I ARABIA, CONSIDERING DEPLF.TION RATES ANO GOOD 
P'IEl.D CARF.. THEY REALIZE, HChlEVER, THAT SAID I 
RESPONSISLITIES TO THE FREE WORLD AND PCl.ITICIAL REQUIREMENTS 
MAY FCll°CE THAT RATE U1'111AADo 

4. COM'.1EN1'1 THE YOUNG SAIDI TECHNOCRATS, 'IHO co~ 
SISTENl'L Y CITE THE FIVE MILLION BID PRODUCT ION F'IGIJ!E 
AT Cl.P.REN'f ·OIL PRICES NEEDED TO COVER DEVELOPMEl'fl' 
PLANS, ~AY BE USING AN ARGUllENT A<JAINST INCREASED OIL 
f'ROOUCTION WHICH IS RAPIDLY LOSIN<J ITS VALIDITY. l\S 
POINfEO OUT IN JIDDA 0976 1 INFLATION AND THE D:lOP IN 
THE DOLLAR EXCHAOOE RATE ARE CAUSIN<J CONCERN TO SAii> ! 
ECONo:n:: PLANNERS, WHO ARE NOW TALKING OF 
POSS IS IL I TY OF DEFICIT 'BIDGET S IN THE n 'F.ARL Y TO MID-
1980' S' THUS, THl':RE MAY BE RECOGNITION IN OTHER PARTS 
CF THE SAG .THA'f F'IVE MILLION !YD AT CURRENT PRICES MAY 
NOT PAY FM ALL THE PROJECTS INCL.ID!!> IN THE 
FIVE YlAR PLAN. THIS IS NOT TO SAY lHAT SAG OIL J!EVEHW-S 
AT CLRRENl' PRODUCTION LEVELS CANNOT COVER SAG EXf>!::lllITmES 
a? TllATIEHE SAG HAS NOT THE VHEREVITHAL TO COVER 
151 PLANNED DEV!l.OPm:Nr PROGRA!!S.. (SAG STILL" HAS 
LARGF. l\!-0 SI'ILL GROW I NG RESERVE POSITION.> 
HOWEVEH, COSTS OF DEVELOF1i!NTAL l'ftOJEcrS CONT UUE TO 
MOUNT AS OIL REVENUES REMA!~ Ji'AIRL Y STAT IC UllDER 
THE PRICE FREEZE, Al() FI'JE Mil.LIONBID PRODUC..'TIO!f MIGHT 
NOT PRODUCE SUFFICIENf REVENUE TO CARRY 0111' SAG' S 
AMBTIOUS D£VE1.0?;~ENT PLANS. 
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~ The Saudi oil production ceilinf of 8.5 
barrels per day (lllli>d) is unlike y to be 

tested in 1978, a year of expected low demand. 
The SAG in.fact seems pretared to reduce its pro-
duction still farther to elp 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 l980's, although at ra~es 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 programa -_entirely out of its retained 
earninfs), Aramco has had to reduce its producti~ 
goals or the mid-1980's to a sustained rate of n1 
more than 12. 5 lllli>d. Much of the expenditure wil' 
be for prograJD11 desired to maintain current pro-
duction levels in oi fields experiencing pres'illr' 
maintenance, salinity, corrosion, and other probl1 
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Saudi aentiment 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 forwar.d. Saudi oil policy can, however, 
be set by Crown Prince Fahd in opposition to those 
trends if political considerations, such as m'.>vement 
toward a Middle East settlement, warrant it. 

Although possibilities exist that the USG could stimulate 
somewhat higher rates of Saudi oil production in the 
mid-1980's, the diminished likelihood of larfe production 
increases from Saudi Arabia points to an ear ier arrival 
of the "oil crunch" \mless strong U.S. energy measures 
are enacted. 

I. Current Production and Prices Saudi oil production 
in 1978 will be !LDlted by a self-imposed ceiling of 
8.5 lllllbd. This figure was reimposed by Oil Minister 
Yamani following 1977's unsuccessful attempt to beat 
down the OPEC level of prices through increased produc­
tion, and generally 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 prod~ce 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. 

Oil production for 1977 average<1 slightly over 9. 2 lllllbd, 
as liftings increased toward year end. Aramco's pro-
duction in December was a surprising 9.5 Ulllbd, reflecting 
perhaps some precautionary buying before the OPEC conference, 
as well as the effect of cold weather in the U.S. Current 
1ustained productive capacity for Aramco is 10.5 mnbd, 
according to company source•. Although the technical 
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limit~tions on production of certain fields, imposed by 
the Saudis in late summer, appear to be nominally in 
effect, they are without major effect during this period 
of low dem .. 1nd We note tha.t the Ghawar field, which is· 
subject tu such technical limitations, was producirtg at 
5.2 lmlbd in NovenIDer, 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 2Sc per barrel more expensive than the equivalent 
Saudi oil.) 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 
crudes (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 
oil 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. 
TJ'le 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. 

J.J.. ~·~u .• u .... _ ~: ~:~:~"""""'1 o-ft-nat".fnn nf' Aramco. which <] 
produces 977. of Saudi oil, has become a question of major ~ 
importance in establishing the country's oil production :~ 
capacities. The company has traditionally funded its \ 
capital programs out of .its cash flow, which has been '.1·:.·l,·.· 

adequate even for the major capacity expansions (approxi­
mately 1 mmbd per year) of the last few years. However, ,:

1 escalating project costs, unexpectedly high costs for .;~ 
maintenance of current production levels, plus the 
front-end capital requirements associated with building 
the gas gathering and Eastern Province Electrification 
schemes for the Saudi government, began to reach and 
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exceed cash flow availabilities in 1977 and created a 
1erious financial crisis at the end of the year. As a 
re1ult, the company for the 'first time had to apply to 
the SAG for a budgetary allocation to allow it to continue 
lts 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 
electr:Lfication projects; we Wlderstand that the SAG" 
haa already advanced SR 100 million for the electrification 
mid $300 million for the gas project. This will relieve 
from Aramco's cash flow the substantial burden of payment 
•&•inst reimbursement lags of sometimes many months -­
particularly as the capital requirements of the gas 
aathering program will peak c;:iver the next years. Aramco 
flaa, we understand, told the SAG that it will have to · 
tailor its work on those two projects to the amoWlt of 
a>ney advanced by the SAG. 

On the other hand, Aramco has been told that its oil 
production programs must be financed entirely from 
lnternally generated fWlds, and that it can expect no 
help from the state budget. With retained profits about 
~C per barrel, that means that the company will have 
only $1.5 billion to spend each year (at current rates 
or production) for all its capital costs associated with 
oil production, expansion, and related infrastructure. 
Current production upgrading and expansion plans (see 
t.elow) call for an expenditure of about $8.5 billion, 
Indicating a completion date of about 1984. The major 
element of this profram will be the requirement to 
upgrade substantial y the current injection and produc­
tion facilities so as to maintain present rates of 
production from existing fields. Added to that require­
•nt will be the cost of d£.veloping new fields, increased 
1upporting infrastructure including increasing employee 
coats, and new security precautions. (Fire disaster 
"tingle risking" precautions taken at Abqaiq alone since 
laat May's fire have cost more than $300 million.) 

Ill. Espansion Programs Clearly, a major constraint 
on Aramco's expansion programs is the financial situation 
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described above. The company has had to tailor· back its 
earlier plans for an installed facilities capacity of 
16 l!lllbd in the mid-1980's to a more modest 13.5 Ulllbd 
-- indicating a probable sustained production rate of 
about 12-12.5 tmnbd in 1984. About 11.5 tllllbd of this 
capacity is expected to come frs;>m the existing major 
fields (approximately the same as present capacity), 
but only at the considerable expense of installing new 
(and, in some cases, repl~cing old) water injection, 
production, desalting, and pipeline facilities, as 
well aa reworking the numerous wells now shut in. 
These major expenditures will be required to correct 
the deterioration of equipment and oilfield pressures 
being experienced at major fields such as Ghawar, Berri, 
and Abqaiq. The remaining 2 tllllbd would come from expan­
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, a~d 
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 ,1 
its board from the Petroleum Ministry who, although they l 
often dispute items with the parent company representatives 
navt! Dt!<:IL l.1tu• .a. 1. .. J.. ;.y vpc::11 i.u .Lu.;:.r.::a.;.c:d production plans. . 
But following the takeover of Aramco, production-related l 
expenditures and expansion plans are likely to be given j 
a harder vet ting, and perhaps a lower priority, by a ;j 
board which may well include more Saudi officials opposed J 
to expansion of oil production. l 

1 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 leas return 
to show for financing further increases. 
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A final problem which will hold back availability of 
Saudi crude for export is tWe rapid growth of internal 
petroleum product consumption. Saudi Arabia is a net 
Lmporter of white products already, and ia continuing 
to expand ita transportation and light industrial sectors 
markedly with little consideration to cost factors 
(internal petroleum product prices are virtually 
•uhsidized). By the mid-1980's, the Saudi• will probably 
be consuming over .75 lllllbd of their own production locally. 

IV. Eilloration and Reserves Aramco once again discovered 
more o In 1977 than it prOduced, keeping to its tradi­
tional record of adding each year to its reserves. No 
u.-w ;._ .. ;.u 1.1.uu:uver .Lefl, nuwever, were maoe ouri.ng t:ne year, 
and all new reserves were developed as outward delimita­
tions of esisting fields. Aramco sources estimate that 
the discovery rate will plateau within the next five 
years, an.d that about 30 billion barrels of reserves 
are all that can b~ added to today's 177 billion (proven 
ind probable). The Saudi government, according to Yamani's 
recent co111J1ents, appears to believe that its reserves 
will give it somewhat less than thirty years' production 
at a sustained rate of less than 12 m:nbd before beginning 
• rapid decline. 

The Ministry of Petroleum is sponsoring seismic and 
&eophysical exploration in areas outside the Aramco 
retained areas, but so far has not moved to issue 
•xploration licenses er concessions. Considerable 
lnterest 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 
lf the areas were opened up. The low present priority 
&iven to such activity by the SAG, however, indicates 
that the likelihood of any important froduction increments 
coming from new areas by the mid-1980 a is low. 

V. Saudi Policy Aramco officials consistently claim 
that the main constraint facing them in increasing oil · 
vroductive capacity is political. While this undoubtedly 
minimizes the extent of the technical, physical, and 
financial problems involved in creating increas~d pro­
duction capacity, the fact 'remains that Saudi pqlicy 
considerations have become a pervasive and determining 
alement of the company's planning process. 
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Company officials are concerned that it may take very 
persuasive arguments to raise the present 8.5 mnbd 
ceiling. Our own feel,ing is that Saudi flexibility ·1 
will depend to a large degree on exte~nal political ~ 
factors such as movement toward Middl~ East peace. :··! 
Given a promising or favorable political climate, we i 
believe the SAG would not be able to hold to a ceiling ·i 
which would have the effect of driving prices up sharply ~ 
if held with persistence. On the other hand, if the ~ 
Saudis are disappointed by political developments, there .~ . .' 
will be considerable internal political pressure to ~ 
limit production as a means of influencing the behavior ~ 
of the major oil importing countries. Y 

~ 
There is, of course, no clear SAG policy on many of ·~ 
the issues determining future production rates. The l 
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 forwllrd on its own. Today, with ~ 
the 100~ takeover all but complete as far as the companie~ 
are concerned, they can no longer assume such freedom; ·'I 
absence of clear policy fTee~ea their options. The ~; 
decision to put the company on a self-financing regime 
is a clear example of the coq>romise situations which · 
the company will have to live with increasingly: while 

1 
not formally rejecting the company's proposals to build ·'ii 
greater production capacity, the government simply deniedi,~ 
.i. .. "-~•c ._ .. t-.at1.:!:::;, d: gcl~g beyond a certain level in the l 
foreseeable future. , 

The government's role is pervasive, the technical com-
petence of its people increasing, and their readiness ·1 
to stake out positions based on conser~ative resource- · 
management principles also increasing. Setting budget ,

1 priorities, monitoring oilfield pressures, determining ~ 
the permitted use of other resources such as aquifer ·~ 
water, setting oilfield production rates, and otherwise, W. 

Saudi officials at the technical level can seriously · ~ 
affect the company's ability to reach its production "l 
goalo even without higher policy decisions. l 

~ ~ 

.j 
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The hundred percent. takeover of AJ;'amco 111.&y be completed 
in 1978, but not. necessaril~ so. Questions of royal 
family leadership and succession have complicated an 
already complex fabric 0£ bureaucratic rivalries a:nd 
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 exercised throu~h a board of 
directo-ra whoae Saudi tl\embeTs are not hostile to the 
company's production goals. The post-takeover regime, 
company management feara, is almost certain to be less 
agreeable and lllUch more likely to impose new conserva­
tionist ·priorities on the company's a,lready limited 
expenditure programs. The form or powers of the post­
takeover corporate entities have not yet been decided, 
and one of the key issues in this respect is whether 
the company will be subsidiary to a sponsoring Ministry 
of Oil, or a general government corpo~ation dependent 
on the Council of Ministers or some other authority. 
Indications point to a structure consi.sting of a Saudi 
holding company and two dependent operating companies, 
one fen: pt:oduction and one for oil sales, but no finn 
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 Poha 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 this 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. re·cognition of the special 
U.S.-Saudi relationship. Such politicization of Saudi 
oil policy, while ben,ficial to us at present is.not· 
without its dangers. 
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Implications for the U.S. If Saudi Arabia can produce 
at a sustained rate of 12 or 12.5 million b/d on~y by 
1984 or even 1985 (even assuming all "technical 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, ~nd 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. ~ile the oil fields currently 
producing the lighter, more attractive crudes may indeed 
be limited in their capacity to produce large new incre­
ments of aupply, other fields with sqbatantial res~rves 
(moat 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 limitationa on capital expendi­
ture programs. With the proper incentive• -- econonlic 
and political -- the SAG might be encouraged to produce 
thoae fielda, thereby adding ~p to 2 mnbd of additional 
sustained production capability. Prince Fahd and other 
other senior SAG officials have indicated that·they would 
:::;; ~= ?:!? ~""l:'f""1 if the industrialized countries truly 
needed additional Saudi oil to avoid economic crisis. 

Initiatives to this effect from the USC would, of course, 
increase the political content of an already heavily 
political oil supply relationship. 
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AGIL- I. DEPUTY I'll NI STER OF PE'r'ROLEUN IHiD MINERALS, ABDUL AZIZ 

TllRKI, TOLD CHA~GE ON MARCH 26 THAT SAG WOULD ATT~J;D THiD 
DE"--- APRIL 3 OPEC MEETil\G IN GiNtVA. AT MINISTER! AL LEVEL. i•!EET-· 
IRS __ 100 WILL NOT HAVE A PREDETERMINED AGENDA, ·EUT QUESTIOi< OF' 
TCTR DEi~OMINATINl OIL PRICES IN A NEW UNIT OF' ACCOUNT BASED ON A 
-- BASKET OF CURRENCIES WILL PROBABLY BE OISCUSHD. 

t:EOC 
CEOR 2. CHAP.GE ASKED TURKI WHAT TH! SAG POSITION WILL BE IF THIS 

CRU I fi~~~E A~so:~ig~WA~~o!~i~i ~~p~k~ET~~~ i~~E~~~~~ r~~::c~~-
/ 

SIDERit;G BOTH SHORT AND LONG TERM FACTORS. HE SAID THAT 
SHllL!__ SAG HAD NOT AS YET REACHED ANY fINAL CONCLUSIOi,;s. 

TABfl.__ 
ISFA __ 3. CHARGE ASKED IF A FINAL DECiaION FOR OPEC l.'OULD BE 

P.EACHEl'J AT THE APRIL MEETING, AND TllRKI REPLIED THAT ISSUE 
!•.'OULD PF.OEAELY BE DISCUSS:~ Al~O THE~! TU?.:'.E!l OVER TO OP/;C' S 
ECOIJO:-IIC STAFF FOR FURTHER STUDY. STAFF WILL PROBA3LY ::F: 
ASKED TO SUBMIT ITS RECOMMEtl)ATlO.NS TO THE JUNE OPEC MEETING .• 
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"· COMlltNTt WHILE SAUDIS HAVE BEEtl GUlTE l"IP.M I~! !'!AitJTl\rnrn~ 
THAT THt:Y WILL cot,:TH:liE TO r.sx FO~ PAY:-'!:~!T FOP. T:iEIC. OIL IN 
DOLLARS, THEY HAVE BEEN RATHER AM31GUOUS ON THE POSSIF! ILI'tY 
flF CHA!13IN:l3 THE UNIT OF. ACCOUNT TO SO!lE OTHZR COMBINATION 
at CURP.ENCtES. ~IE £U.IEVE THAT SAUDIS AR£ .ACUTELY CO!/SCIOUS 
at THU:'! OlofN VAST DOLLAR .DENOMINATED HOLDINGS AND WILL NOT 
TAKE AtlY STEPS THAT MIGHT FURTHER APFtCT TH£ 
DOLLAFl'f.: rXC:IAlDE .FATE WITHOUT CAREFUL CONSIDERATION o~· ALL 
RA~llF.ICATIO~ OF SUCH AN· ACTION. 

'· ntCOlli~ElmATIOtlt IF DEPT OR INTELLIGENCE 'COMMUNI'TY HAS 
AN ANALYSIS OF THE CONSEQUENCES or SUCH A MOVE ON THE 
WESTERN !Cor:n:s AND ON THE VALUE OF THE DOLLAR. W1: MIGHT 
CONSlDEr. PASSING IT TO THE SAUDIS BZFORE THE APRIL·3 OPEC 
HEETING. ' 

WILEY 

·SECRET' 
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BRUSSELS FOR USEEC 

F..O. 116521G[IS 
TAGS: F.tlRG, SA 

A L JIDDA 2921 
OJ=t\7 

SUBJECT: COl~MENTS BY SAUDI OFFICIALS ON SAG OIL POLICIES 

I. IN COURSE OF l'IEETINGS WITH NATIONAL WA!l COLLEGE GP.OUP 1 
MI NI STER OF PETROLEUM ZAKI YAM A NI AND MI NI STER OF' PLAtHH NG 
HISHA:-1 NAZER MADE SEVERAL STATEMENTS WHICH HELP ILLUMINAT:i: 
SAG OIL l"OLICUS. 

2. WHEN ASKED WHETHER SAUDI ARABIA WOULD EXPAllD 
PRODUCTION TO 1.6 MILLION BID BY 1985, YAMANI SAID HE 
HAD SEEN REPORTS THAT THIS COULD BE AMOUNT OF PRODUC· 
TION NEEDED FROM SAUDI ARABIA. eut HE THOUGHT THAT 
THESE REPORTS EXAGERATED REQUIREMENTS/ HE THEN 
ADDED THAT •EVEN IF YOU NEED THAT MUCH, YOU WILL NOT 
GET IT"• CO!'IMENT: THIS IS iHE BLUNTEST STATEMHIT 
WE HAVE HEARD FROM SAG THAT FUTURE SAUDI PRODUCTION 
INCREASES WILL BE LIMITED. END COMMENT. 

3. ASKED HOW DECISIONS ARE MADE WITHIN SAG ON 
ffiODUCTION, YAMAIJI SAID THESE DECISIONS ARE !'ADE 
BY PETROLEUM COUNCIL ON J;lASIS OF EXPECTED WOl~LD 
DEMA~'D, RATE or DEPLETION AND LIFE SPAN OF SAUDI 
RESOURCES, AND NEEDS or FUTURE GENERATIONS IN 
SAUDI ARABIA. 

4. IN DISCUSSP!G DOLLAR, YAMANI MADE USUAL SAl'! 
DIST! NCTION BETWEEN OIL PIH ems AND OIL PAYMEt:T. 
HE SAID THAT AS FAR AS PAYMENT WAS CONCEP.!iED, THERE 
W/\S NO OTHEP. CURRENCY THAT CAN BE USED, 
IN FACT, !JO OTHER COUNTRY WOULD AGREE TO HAVING ITS 
CllRRENCY USED FOR THIS PURPOSE. IF MARK OR YEN 
WERE USED, THEN VALUE or THAT CURRENCY \IOULD BE 
IMMEDIATELY DOUBLED,SPRICING IS ANOTHER MATT~R. 
IF' CURREtlCY BASKET IS USED FOR THAT PURPOSE. DOLLAR ... . C"'t~~.", , ..... r'l\Er~ ........ i .· , 

· ·: ·~ Y hi ;r .. ' ~ •~J t Lf·\t .• 
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PRIC& WOULD DEPEND ON VALUE OF DOLLAR IN BASKET, 
II!: REVI!'JED EARLIER INDEXATION EFFORTS CGENEVA I AMO 
II>, BUT AVOIDED GIVI~ ANY INDICATION OF SAG'S 
QJRRtNT POSITION OR POSITION OF ITS OP£C PARTNERS, 

5, PLANNING MI NI STER NAZ ER TOLD GROUP, IN RESPONSE 
AREA, THAT SAG BELIEVES THAT INTERNATIONAL COMPANI t;S 
SHOULD BUILD ALL THEIR FUTURE PETROCHEMICAL PLAi;ts 
IN PRODUCiflG AREAS, PAP.TICULAP.LY IN THE GULF, HE 
SAID SM BELIEVES PIARKET ~ILL SUPPORT NEV PLANTS 
BY 1983 1 AND THAT THERE WILL BE SHORTAGE OF PETRO· 
CHEMICAL CAPACITY AnER 1986, . 

BT 
2922 

WEST 
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.4CT!ON: f;Ct;,N~ INCOM:NG TELEGt~l!d\11 CONTROL NO. -~J--8~ 
• eJ41330Z l'IAY TS CONt"'IDC.i'..J'(;.\L. . 

. rM AMEM!IASSY DJ 1801.11' I 
INFO. ro RUEHC'/ SECSTATE llAS}i)C 91112 
AM.l_INFO RU1'ABAI AMEMBASSY ADD IS. ABABA 432 

DCM~~~~~:=~~:~~~~ ~~~o3~ 81 
SA~UQMKWAMEMBASSY KHARTOIJif l'IB 
POL~it tDTCI AMEMBASSY LONDON 72 
ECON R UQMD II AMEMBASSY MOGAD I SCIO 253 
-· /1rnQMNIIAME!'IBASSY NAIROBI 538 
r1IU.-,I! UFNPS' AMEMBASSY PAR IS 321 
ICALR UFlfl CY All~MBASSY ROME 49 
CONS RUQ!'lffS' Al'IEMBASSY SANA 200 

;"'R UQMlfl/ Al'IEMBASSY TEHRAN 31 
oflLR UEHOT/ llSMISSION USUN NEW YORK 214 
AOILR tDOl'IBAI CINCUSNA VE LR 
GSO R USNAAAI USCINCEl.R 

""1 UFR SGG/ COM m EA strcrt 
BF_R UHQMQAI CINCPAC 
PER_ BT 
Hu_c 0 N , ID E NT I AL DJIBOUfI 631 

RSO_E. 0. 11652 I GD S 
MSG_TAGS1 EAID, PIHP, PDEV, BEX!', DJ, SA 
TSO_Sll!JI Sll!STANTIAL SAlllI ASSISTANCE PR08RAll rOR DJIBourI 

ii.,;)'.:; ·;1_• 

~~~0-1. AFTER MANY MONTHS OF GESTATION; A SAIDI ASSISTANCE PROGRAM TOTAL! 
-RLY U. S. ADOLS. 68 

TCU_llILLION WASK CONCL!DED WITH TllEGOVERNMENT OF DJIBOUfI THIS PAST 
MP WEEK AND ANNOUNCED PUBLICLY ON 2 MAY. THE PROJECTS COVER MANY 
DAL CR IT I CAI. AREAS, INCLUO ING TELECOMMUNICATIONS, EDUCATION, IMPROVEMEN1 

IN P~T AND AIRPORT SERVICES, ROADS, RELIGION, HOUSING, HEALTH AND 
MAAG_SOCIAL SERVICES. 

AGll.._2. FOLLOWING IS A DESCRIPTION OJI' THE PROJECTS. THE DOLLAR 
DEA.._TOTALS HAVE NOT BEEN ANNOUNCED PUBLICLY. THEY WERE OBTAINED 
IRS_ FROM A REPUTABLE DJ IBO UT I GOVERNMENT SOtRCEI 

CTCETO~T Hi~E~~~is~~~t~E ~~A~~ g~ I~~~A~iiCT~~~ ~~=~~YFIRll THAT 
c.sUPPLIED EXISTING EQUIPMENT. VALUE: 4,Hlf,ll03 

CEOR•ADDITIONAL AIRPCf!T PARKING APRON. AT PRESENT TI!'IE, ONLY ONE 
CRU I BOEING 747 CAN BE PARKED IN AREA OJI' AIRPORT TERMINAL. THIS WILL ADD 

LLoNE ADDITIONAL TAXING AND PARKING AREA roR LARGE AIRCRAJl'T. VAi.PE 

SH1d_ ~ gi;., lrff ~~'?N~ll Pl.ANT. TO ASSIST IN VUVELOPMENT OJI' LOCAL LIVESTOCK 
TABR_ COMMERCIAl.IZAT IO~ AT PRESENI' TIME, MOST MEAT CONSUMED IN DJ JB·oun 

CITY II S I!'IPCRTED. KVVBRJL DOLS. 1,7811,Hll 
ISFA_. SATEl.L ITE EARTH STAT ION. THIS PROJECT llAS DESCRIBED IN EMBTEL 

354. VALUE OF PROJECT DOLS. 2 ,51111,1111111 
FAA-. LOii COST HOUSING rOR CIVIL SERVANTS. rIRST TRANCHE COSTS 
__ DOLS. 5,BH,Hlil 

•llICRllOWAVE SYSTEM TO SUPPORT EARTK SrATION, ALSO DESCRIBED 
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CCf',!FIDEN"t ;,\L 
IN EMVT!L 354. COST DOLS, l",IH,1811 

.. _,t:ASIBILlTY ST!l>Y FOR TADJOtftAJ+.DJIBOtJrI ROAD. OOLS 500,0(.10 
• AGRICULTtfti..' PROJECTS PLANNED FOR DJIBOtJrI AREA CAMBOULD 
AND GRAtl> BARA. NONIY ALLOCATED DOLS 5,He,eee 

'1' 

I 

' '1ASIBILITY Ari> D!SiaN STtl>Y FOR WATER BOTTLING PLANT AT TADJOURAH. 
COST US DOLS 909,1811 
.. HOSPITAL CONSTRUCTION. TO BUILD TVO NEV WINGS AT THE PELTIER HO&- ND ,, 

PITAL ; 
N DJIBOUTI m> FOR D!SIGN ST!l>Y 'OR HOSPITAL AT OBOCK. COST 
D<l.S. 6,488 ,BH 

::::A~::u:: ~~~~. cg~o~ts. ~::&:~:"' 
• !QUIPM!NT FOR GOV!RN!llENT OFFICES CfYPEWR ITERS, COPIERS, 
!TC.> MONEY ALLOCATED& DOLS. t,SH,1111 
•IDUCATIO~ACCOROIN& TO EMBASSY INFORllANI', TKIS MONEY WILL 
BE ADDEO TO OVERALL EDUCATION BIJ>GET CNO TIME-LIMIT SPECIJ'.lED> 
Atl> CAN BE usm FOR FRENCH LANGUAGE INSTRUCTION AS WELL AS CONVERSION 
T 0 ARABIC LANa 111\GE CtltR IC!Lllllo ALLOCATION DOLS. 
14,808,81118 
•CONSTRUCTION or MOSQUES. COST DOLS 1,6811,81118 
• BIDGET ASSISTANCL COST DOL!o 5,1181 1118" 
•TOTAL VALUE or PROJ!Crs1 D<l.S59,817,'81 

3. BECAUSE or SALDI CONCERN RE POSSIBILITIES FOR MALFEASANCE, 
A PROJECf MANAGER VIL!. BE ASSIGNED TO TH! SAUDI EMBASSY, DJIBOUTI TO 
SUPERVISE D ISBl.RSEllENTS. 

4. PROJECTS WILL BE DEVELOPED VIA INl'!RNATIONAL T!NDERS. POST WOULD APPR 
ECIATE ANY INSIGKTSJ'ROI! AllEllBASSY JIDDA ABOIJI' SAlD I BUILDING PR A Cf ICE 
SOl'IE AMERICAN COMPANIES· KAVE CONSIDER ABU: EXPERIENCE WORKING 
VITK TKE SAl.D l GOVERNMENI' IN SAlD I ARAB IA AND ELSEWHERE, AND WE WOULD 
HOPE TKAT SOii! OF THE ABOVE PROJECTS VO!LD BE ACCORDED TO U.S. FIRMS. 

".;J.8 
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RUQMDM/A Mco::SUL DHAllRA N 1144 
RUQMOD/AMEMilASSY DOHA 547 
RUFHGV/USi11SSION GENEVA 253 
RUKOBT /Al'IEMBASSY JAKARTA 221 
RUQMKW/AMEt•BASSY KUWAIT 3890 
RUTALS/At~Ef'l:lASSY LAGOS 184 
RUF'HLC/A MEM3ASSY LIBREVILLE 23 
RUD TC /AMEM3ASSY LONDON 387 3 
RUFNPS/Ai-IE!'iBASSY PARIS· 1802 
RU ESQ I /AMEi>BASSY QUI TO 47 
RUQMYA/USLO RIYADH J649 
RUQMHR/AMEMSASSY TEHRAN 2508 
RUEHK0/AME~!8ASSY TOKYO 348 
RUQMTI /AMEMBASSY TRIPOLI 947 
RUFHAU/A:1EMBASSY \!IENNA 220 
BT 
C 0 N F I D E !I 'l' I A L JIDDA 3800 

E .o • 11 65 2 : G DS 
TAGS r ENRG ,SA 
SUBJECT: YAMANI ON OIL PRICES 

I. DEPARTMENT WILL PR09ABLY HAVE NOTICED TEXT OF INTER­
VIEW GIVEN BY MIN PET.YAMANI TO CHICAGO TRIBUNE ECONOMIC 
EDITOR LAST WEEK IN RIYADH, IN WHICH YAMANI DISCUSSED 
POSSIBILITY OF OIL PRICE INCRlrASE IN 1979. AF'TEll 
!)ESCRIBING HIS PROJECTION. OF OIL MARKiET rn TEiH:s 
SIMILAR TO ONES HE USED WITH JOURNALISTS AT END OF 
TAIF OPEC MEETING <I.E.• SURPLUS FOR ANOTHER YEAR OR 
SO, MARKET EQUILIBRIUM FOR ANOTHER 5-6 YEARS, THEii 
PERIOD OF OIL SHORTAGE), YAMANI MADE ARGUMENT FOR 
SERIES OF GRADUAL. 011.. PRICE INCREASES IN EARLY 1981'1'$, 
RATHER THAN EFFORT TO HOLD PRICES DO~IN ONLY TO HAVE r 
THEM GO THROUGH ROOF Ill SUBSEQUENT SHORTAGE PERIOD. 
Ill SHORT TERM, HE SAID, THERE IS 50-50 CHANGE OF OIL 
PRICE INCREASE AT BE'GINNING OF 1979 • 

2. COMMENT1 YAMANI'S RECENT STATEMENTS SEEM TO BE 
SIGNALLING THAT SAG WILL CONTINUE STRONGLY TO OPPOSE 
PRICE RISE IN 1978, BUT THAT ITS POLICY ON PRICE IN 
1979 AND BEYOND WILL BE IllFLUENCED BY ITS PEP.CEPTIOtl 

CO.!?JJ: I Ul:::i\J''i'I::, :_.c 



-Z-1?10 
Or WHAT MARKET WILL BEAR. GIVEN INCREASING CONSERVA• 
TIONI6T ATMOSPHERE IN SAUDI ARABIA, LOW CURRENT PRO­
DUCTIOll llATES' ARE ACCCPTABl.E TO SAG, \·IHICH IS PR!:i'Alirn 
TG PLAY ITS J':ll:Ji:>CMl11Ai'l! k.OLE IN SUPPORTING OPEC PRICE 
LEVEL AS LONG AS OTHER PRODUCERS ARE NOT MANEUVERIN3 
TOO BLATANTLY TO ItlCREASE'THEIR MARKET SHARE AT SAUDI 
EXPEllSE. !-OW CURRENT rRODUC'TION HAS EASED I MMEDIA n: 
PRESSURE ON SAG TD INCREASE EVENTUAL PRODUCTION 
CAPACITY, WHILE AT SAi•IE TIME REDUCING THE rUNOS 
AVAILABLE' TO DO SO. THE SAG UNDOUBTEDLY. FINDS THE 
RESULTANT AMBlGUIIY ABOUT ITS rUTURE PRODUCTION 
CAPACITY AND INTENTIONS TO BE A CONSTRUCTIVE PROD TO 
CONSUMING NATIONS TO .REDUCE OIL I,'PORTS, AND BELIEVES 
THAT THE PROSPECT Or MODERATE PRICE RISES IN THE 
1980'S WILL ALSO BE INCENTIVE rOR REDUCED IMPOTS. 

WE BELIEVE THAT SAG CAil BE EXPECTED TO MOVE DELIB• 
ERATELY CANO PROBABLY UNILATERALLY>, rOLLO\HNG THE 
PRESENT PERIOD Or GLUT, IN A WAY WHIC}! WILL·HELP KEE 
THE MARKET TIGHT AND PRICES rIRM OR CLIMBING GRADUALLY, 
GIVEN SAUDI ARt.BIA'S A3ILITY TO INF"LUENCE THE SIZE OF 
THE POTENTIAL OIL SHORTAGE HE FORESEES FOR 1'lID•l98flJ'S, 
YA"MANI 'S 'COMMENTS SHOULD PERHAPS BE SEEN MORE AS 
PREDICTIONS OF INTENT RATHER THAN AS DISINTERESTED 
ESTHIATES, 

BT 
3800 

WILEY 
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MEMORANDUM OF CONVERSA'»ION 

"1~1tCT: Bonn Economic Summit, Oil Policies, and Aid 

fAl!TJCIPANTS: H.R~H. Prince Saud bin Faisal 
Minister of Foreign Affairs 

H.E. Abdullah M. Ali Reza 
Deputy Mini!Ster for Econcmic, Petroleum 

and cultural Affairs, Foreign Ministry 

Richard Cooper 
Under Secretary of State for Economic Aff dirs 

Ambassador John C. West 

Joseph o. Eblan 
Counselor for economic and Commercial 1'.ffairs 

ti~[: Ministry of Foreign Affa;cs 
sun.mer office, Taif 

9ATt1 July 22, 1978 

OlllTIUBU'flON: AmEmbassies I.ondnn,· i«)me, l'ad.&, ~-orv·:· 
Ottawa, Bonn and OPEC co1.,ntric,::.; -
St;.ite (NEA/ARP-; I:B/FSE); i'.mb/DO', rn; 
ECON. 

-----------------------------·--
Under Secretary Cooper opened the discussi0n statins 

that the President wished him to give Saudi Arabia a briefing 
nn the Bonn Economic Summit. He stated tha~ this was his 
flut trip to Saudi Arabia. Prince Saud replied thai: he 
t.opwd that this would be the first of. many visits by Uncle • 
.. cretary Cooper and that the Kingdom vc.lued the insights 
,rovided by .such visits. 

Under Secretary Cooper then gave the Minister an in-depth 
t.rlefing on the Bonn Economic Sununit, particularly emphasiz­
lnq the role of the Summiteers and the parallel group of 
officials of which he was part, nicknamed the Sherpas or 
ouldes. cooper explained that the atmo~:phere of the Summit 

CONFIDENTIAL 
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wa• exceilent but thatl perhap• the world pre•• over­
empha•,hed thie ••pact •inqe there -re aeriou• problema 
diacwiaed, particularly in the 8herpa eegment. Among the 
main problem• which eurfaced wa• the one of economic growth 
in Geniany where new inve•tment va• at a low rate and. un­
employment wa• growing. A• for the United State•, Under 
Secretary cooper indicated that there had been a wider sense 
of underetanding on.the part of the Eiiropeane and Japan for 
U.S. problem•, .ai)d an awareneea ~hat etepe were being taken, 
particularly in.•nergy coneervation where, without epecific 
leqisla~ion; 'the U.S. was achieving a better record·than 
80lll8 European cowitriea. 

Prince Saud then stated that during his recent.visit to 
Europe with King Khale~, he had noticed particularly the 
Europeanm' awareness arid understanding of America's problems. 
ne stated that the iuropean• A't:knowledged o.s. economic 
leaderehip but want the U.S. to take firmer stands and come 
down hard on petroleum conservation. H,; made a downswipe 
motion with his hand to emphasize the p···int. Ambassador West 
said that this information, which confint1a our experience 
at the Summit, waa of great·interest,_and hoped that SAG-U.!3. 
cooperation in this respect would continue to gr<llW in the 
interest of both ·countries. 

Regarding oil prices and .Zinance, 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. Thia problem is now being comp•Junded by self-imposed 
production limitations, which were effected not only to 
safeguard reserves, but to comply·with OPEC co-member inter­
eats. s·audi Arabia had to comply with reaaonable d-.nd by 
tel low OPEC members and had to weigh th.i a action against 
the desire to contribute to economic stability in the 
western world. In reply to Under Secretary Cooper'.s query, 
he stated that Saudi maxim\Jm sustained production of 
petroleum was a bit over 10 mil~ion b/d, and that heavy 
financial expenditures would h•ve to be made by SAG to in­
crease this level. ·At the present ti111e, the daily production 
limit for 1978 is 8.5 million b/d. (Note: Aver69e daily 
production for the first 5 1110ntha of 1978 ha•· been about 
?.2 million b/d.> 
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Regarding further •olution of energy con••rvation in 
,,_. u.s., Prince Baud noted that in•titution ·of an 
.. 11<1lization tax (COET) on oil import• is a 11111tter only the 
t.1. can decide, but that thi• could lead to higher price• 
~ producers. In this caae, Saudi Arabia would find it 
•lrticult to hold the price line. 

Regardi~g aid, Under Secretary Cooper stated that, with 
, ... present attitude of the u.s. public toward• taxes, the 
lnr1·ease of U.S. aid leveh would be the mo•t difficult 
ellhject to present to Con9re•• in the cD1nin9 months. Cooper 
8Gknowledged U.S. awarenes• of the •ignificant high level• 
et uau<li aid 9ivin9 and hoped that thia would be'111aintained 
And even increased. Herpointed out the very heavy propor­
Uo11 of u.s. aid to E9ypt which he believed will continue. 
Prince Saud mentioned the problem• of bein9 an aid donor, 

~
rticularly to Egypt, becau•e of the difficulty in ident:i­
ing meaningful project aid in new investments due to the 

• ovneas of Egyptian bureaucracy in changing investment 
law• and providing data. Nevertheless, it was in SAG/US 
9'1tual interest to maintain the level of aid to Egypt for 
.. ny reasons. (Note: At this point Abdullah Ali Reza 
,..•••d two written notes to Prince Saud. FYI. Abdullah 
Ali Reza regards aid to Egypt as a necessary rat-hole 
ereration.) Prince Saud made....no further com111ent on aid to 
.. ypt. . 

Un<ler Secretary Cooper returned to the Summit briefing 
end explained that the terrorism statement by the partic· 
lpants was broached by Trudeau of Canada, Since the 
oocaaion presented a good opportunity for a joint position 
cm the subject, the anti-terrorism statement was made and 
•""roved. 

Under secretary Cooper opined to· Princie Saud that all 
lhe European government• now se.emed to be coalitions of 
vsryin9 degrees from which one could assume that agreement• 
st the Su!Wl\it represented national concensus on the part of 
th• European countries. Even the Japanese ruling party was 
• c0alition of sorts. This was a phenomenon worthy of note 
Unce it matched the policy divisions tJiat _Prevail in the . 
u.s. Under Secretary cooper·atated that the U.S. had urged 
th" Europeans to stimulate more economi<.' growth and the 
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Japaneae to widen the opening to its markets .for invest-
... nt as well as trade. Investment in Japan, however, ,~· 
would continue to be a problem because of language as well . 
•• restrictive Japanese regulations. A heartening sign 
for the health of the U.S. economy was the heavy surge 
of foreign investment in the U.S., particularly by Gerlllllny 
and lately by Japall. · 

Under Secretary Cooper mentioned the potential for 
Saudi Arabia' increasing co-financing of aid with inter­
national organizations. Prince Saud indicated that Saudi 
Arabia wae .-nable to t:h• support of Il!9i' and a selective 
quota increase, He also •ntioned positive Saudi policy 
towards various regional development bank aid outlets as 
well aa the World Bank.• SAG hoped at least to -intain 
it• levels o·f· aid outflows through these channels. 

Under secretary Cooper mentioned his appreciation for 
Saudi cOllllllE!nts and hoped to visit the KingdOlll again. Prin 
Saud expressed gratitude of the Saudi Government for the 
excellent briefing on the summit and looked forward to 
further visits by the Under Secretary. 

EC:JOEblan:lvs:7/25/78 
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'" • Cl>u!ICU OF HliilSTlRS 'U.S 1.lCED Wl'l'B A HOCB LA!IGIR PJIOSPl!CTIU 
&HIC!T lli!IC!! IT AVOIDID ONLY IY llQUIRING. ALL HI~IS'fllUS TO USE 

t onr 'hJ-THIRIJS or WU.T ·ru HINISTIT or rtNUCi: ll!D IUTBOlltUD 
,.~M TO SP£~D· THIS ll1R'S BUDGET VlS .BlSill ON THAT lllDUCID TOTAL. 
al A RE~ULT IACH MlNISfRT HAS lllN IE.t6SISSING ITS PROGRAHJ TO 
lrrNTIYT WHICH PiOJiCTS CAN Bl CUT, IN Til HIANTIHE PROJtCTS BANG 
\ti LH\110, l'UHIIS i.lll JHH )'OUll!i, AND A l'IOOll OF UNCERTUNTT PRIV.llLS 
&"UNG ADVlSOkS AND CONTl.lCTOIS. 

l. THK SRvRffALL lPPl!lS TO !Ill CAUGBT !II SAG COHPLITILT Bf 
IUMPRI~•. L!RGILt JIC.lUSI !Bl HINISTIT 01 l!NlNCI BAD NO WAY TJ 
USHHA'IICAL:i.Y RIJ..lTI JUllDING UCUIOfllS TO !NT1C1PATl1> ll.i!.UNUIS. 
aa~U~STS iROH KlNISTlllS Wlll llll'llNID 1111> 1PPROflD INDIVIDUALLY 
llTHOUT ANT Ul&RINCI TO AN OYIJULL SPINJ>ING Cl.IL ING. ONLY ;;AFTER 
tNE MINlSlRY or FlNANCi MADI BINDING fUNI>lMQ COM~ITMIMTS TO OTB£~ 
~lhlo1RIES DlD IT ll>D UP Tll TlJ. TO lTS 101101 IT JOUND THAT NOT 
~~LT •AS PROJ&CT 1UllDIN; •• PllCINTJ IT VAi r111 IN IICZSS or 
••OJLCT~D REYINUiS llSID OM !II SAUDI OIL PlO»UC!ION CEILING or 
... ~ MlLLIOM I/]), 1111111CI PUSU!IJ 'fll 1llUUS TO TU COUNCIL 01' 

CDllFIDEllTIAL 

45 



pA8£ lVO C 0 N f I D E N T I A L 109~4 

"lllltlll AND ASllD JOI BILP. THI COUNCIL or HINISTllS RISPONDID 
Viti & DIClll CUTTING PROJICT IIPINDITUllS BY 33 PllCINT, TH~ 
j"OUllt JlhANCI CHCULAUD NICIS*UY TO WIPI OUT Tll DlrtCIT. 

: a •• Tll .DICll.U C&Hi OUT IN MID-JUNI AND orncuts ill STILL HAYING ii 
111RUVLTY lHPU:M~NTING l'f, llllST, HANT SlHPtT DILlTID TAllNG &CTI 
llC&Ull tRU DID NOT BILUfl THI CUT WOULD Ji. INJOICID. THU QUIST . 
tllll &I TO WBlT 14SI THI 33 PIRCINT CUT WlS TO JI IMPOSID ON, 
lut "OH l"POIUNT, HlNIS'l'RIIS ARI THROWN JlCI INTO TH PUNNING . 
H.lll IINCI TU.1 MUST Rl!ASS.ESS PRIOIITTIS lND Tiit TO HlIN!llN TIU..,; 
OltLINI& or PIOG~lKS THAT Wiii MllNT TO Bl "UCB LllGIR. THI MlNlSTI 
OJ &GalCULTUil lND W&Tlll HlS BllN BlRD HIT JIClUSI IT Bl~ IECllYID • 
fll llQGllT PliCiNTAGE INClllSi lND NOW HAT Blfl TO DISMANTLE AN 
IN!Jlll&TID TIAK or SPtCIALISTS WHO CANNOT II IASILY llASSIMILID. 
WI 1&¥1 1¥&iD iUHuRS TRAT JUNDING JOI SIYllAL or Ill llGIOllAL. 
RllCTll1lCAtJON PROHCTS WAS IN DOUBT AND BAH UIN TOLD IT ARAMCO:; 
HAT l't Oil UU: TO iRi!U LOOSI JUNDS 101 Tlll 1AST£RN PlOflllCE 1,, 
ILICT•lllCATlON SCRiME ONLY WITH DIJfICULTY. JlNALLY, SlfliAL C0JP$ 
or INGlNK~lS PIOJ&CTS WITH TSE MINISTRY or Dl11NSI SAYE BEEN 
UllUPr.CTlliLt DIJURill (SEE REf B) AND TH coll>S BAD TO APPLY UNP.'.111.;, 
CIDIN'Ull i'U&SURi'TO G.i:T A COMMITTHINT AJOUT WBICB PROJICTS WERE ... 
JUNDID, 

•• OMLI &FUil GUTING THE COUNCIL or MINISTIRS TO ACT DID THi . 
"INllTIT IJJ n&NAhCE REALIZE TliAT THI CUT IT HAD RICOMHINDID TO. mil 
COUllClL WAS IASID ON WHAT SHOULD HAVE BIEN AN OBYIOUS OflRSIGHTi . 
DUI TU SUCK DIMAND OIL Lll1INGS WIRJ: NOT 8. 5 MILLION B/D BUT, 9NLT 
f,I, Tiii hlNISTRY IS UNDIRSTANDABLY RltUOflNT TO GO JACl TO THE 
COONClL Oi MINISTERS AND l!AS RESIGNID ITSILJ TO DiAWIN~ JR.QM SAMA 
llOLDINOI &IJtOlll IF AN ACTUAL DEFICIT MAURULIUS. Tll.U DEflCIT 
COULD II AS 11UCH AS 5 BILLION DOLLARS ASSUMING TB&T OIL L11TINGS 
ITU AT t.2, unc; PRICiS DO NOT RISI, AllD &YIU :UT&L TUT WAS ' 
IUJIOlTID 11 SPINf. IN lACT OfilALL SPENDING LAST llA}l W&S 96 PiFC&ll 
&ND Td~I IS A JliLING IN THI MINISTRY or 1INANCI THAT OPIC PRICES . 
WILL 10011 U lhCl!i.ASID IT ABOUT 5 PlllClllT. BOT r.YJN 'l'RAT WOULD COVlf 
ONLJ roua "ON'l'KS 01' TU: DllICIT. OT!lll. 1.lCTOlS CONSUN'l'. ii 

o •. TU 11INISUY Oil lIN&NCl: IS u~rRIPARID JOI '1'11 nw &GI or LIMITS 
JN tn UOUEl! lllSPEC'O IT BlS NO MICHANISM roa HGULATI NO C.lSH 
nows Sil 1111' 1UNDS ur. NOT SPINT h.Hft THAN OIL lS PUltHD. . I· 

Li.GALLI A 11IN1S'UY M&T DRAW ITS li:NTIU ALLOCATION &T 'fll HGlNlfl!iG" i, 
Ol Tll YIAlt. WBILE TRIS IS NOT LillLI TO Bl A PIOILIM THIS YIAR . 
UCAUSI or lUN.Dl~G DELAYS IT INDICATIS THAT HG JI GOING TO HUI 
TO BIRK JUPGIT CONSULTANTS AS WiLL &I PLAllNIRS. 

6, COM"i:IUI ·r11.L lNCOHI CONSTRAINT ON NUIOlfAL DltlLOPMINT liAS BUN. 
Jlll!CIJULLY B«OUGUT 1101'11 TO TRI COUNCIL OJ "llllSTKlS, TBI FACT TKAT 
TBS SAG WAS SJ SURl'lllSID !ND lllACTID SO HIOllOLT SUGOIH !14T !UU,, 
~AY SOON oi POLICI Silf'l'S ON SUCH ISSUIS lS OPIC PlIClNG. 
~ fl~1oJ1/JG-~tt 
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l. ti~ a:MBASlt 'alS ~l'IWtOUSLT llfOl!lb LtllLl•OoD OJ.SAG DEY1Cl1 
flIS FISCAL l~Ai· usto HAS i..AJNID '"'' IN llJIEVING THE BUDGET 
ti' COUNCIL Ot MlhlSTlllS VAS FACI) VITI A "UCI LAIGll PiOSPIC1IVi 
llFICIT WKICB IT AfOlDID OllLf It llQU!llNG lLL MIMISTlllS :o USi 
O•Lf TWJ-tliiiUS or WHAT THI "INIITIT or 11NANCl !AD lUTBORIZED 
1111.11 TO SP.~ND. TRIS ?II.I'S IUDGI! WAl.llSIJ -ON TBAT llDUCED TOTAL. 
Al A ii~UL! IACI "lNIS!lt 11S 11111 11 .. SJlllNG ITS PlOGRAMS TO 
ft>KNTlll WliICl HOJICtl C,f.N JI .C8f, H tll HllNTIMI PIOJtCTS HANG 
•• LIMBO, 1UNDS IUYJ , ••• FOIZ••· , •• A HOOD or UNCllTAINTT PAE•lIL3 
&ltONC lD~ISOiS AND CONTIACtolS • 

•. • a, ~l;jlfflLL ,,, ... ,to •• ,. CAUGlt fll SAG COHPLl!ltt BT 
IURPRISE, LARGILT lJC.1111 tll "INil!lt or r1•1•c1 IAD NO VAT TJ 
ltSTiMlflClLJ.l·RILAtl rU•DlllG DICillOr fO AITlCIP!TID lktlNUES. 
lEQUE~?S iii>M HINISTlllS Wiii 11&"111 AND APPIOflD INDIYIDUALLl 
•ITBOUT AWT UllllNH TU All OflUl.L IPINDllll CJlLlllC, ONLY Ar'UR 
THE HINlSlll or PlNANCI ..... llltltlG FUNDING COl4"1TMINTS TO OTHlR 
.. 1 h !SU.I B& DID n ADI IJP Tll tu. TO IH 101101 IT IOUND ?KAT NOT 
llhLl' ir!5 .UOJICT IUWD'INO •• PllCllt!J It "" tu IN llCISS or 
r~oJ-.CTj;j) Ii.IYiNOIS JASlll OI .. , llVDt 0 •u. PJOl)UCTIOll CIILIN<; Of 
w.~ MILLION B/J, flNAllCI Pl.11 .. tl) !II ~lfl,llJS TO Tll COUNCIL 01 
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~IIISTERS AND ASKED FOR KELP. THE COUNCIL Of MINIST~RS RESPuND~D 
WITH A l>ECREE CUTT IN.; PROJECT IXPINDITUlll$ !IT 33 PS!iC r.NT, TH 
AMOUNT fI~ANCt CALCULATED hECESSlRT TO WIPE OUT TUE DlfICIT. 

I 3. 'THE! D•.C!lE1 CAM,; OUT IN MID-JUN1' AND OFFICIALS AR;! STILL hAVISC 
DITJICOLTY IHfLLM~NTING IT. JiiST, MlNT SI~PLT D~LAYED TAKIN.; ACTIJH 
UCAUS E THEY DID hOT BiLHVE Tai CUT WOULD U ENFORCED. T!IEN QUE~~ IO.,;: 
AiOSE AS TU iil!H Ji.ASE Tl!E 33 P!RCINT CUT WlS TO St IMPOSl:D ON. 
BUT HvSl IMPOJtTAH'l; MlldSTRUS ARI Tl!Ri:JWN B'.lCI( INTJ TRg PL.ANNI~G 
ST4GE SINCi Tai.I HUST REA:>SISS PRIORITU:S AND TRY TO MAINTAIN T!!.i. 
OUTI.lNE;> JF F1WG;tAMS 'l:HU \ll:Ri MUNT TO BB 11UC!! LARGJ!R. 'Hi!. MINISTRY 
or AC1'ICUJ..TUAE AND WATifi HAS Bl!EN l!ARD BIT BE~AIJSE IT ll'AD li"Cl!BD 
Ttli: .81G.li;ST BRCiNUG1 INCRIASB AND NOW MAT HAU TO DISMANTL<: H 
INHGhA'UD 'UJM Oi' SPECIALISTS WHO CANNOT BE IAS ILY hASSEMiiLED. 
WE RAH i!t.ARll ilUM1.1ftS 1'1iAT fUNDINCO lOi SIVillAL or TB11. REGIONAL 
FL.LCT!IFICATIUN pqoJ&CTS WAS IN DOUBT AND HAli BEEN TOLD BY A•,MCJ 
TllA'I l'l 'IAJ .11,dL~ IO illiUX l.OOSE FUllDS FOil TRi l.ASTERN PRO'llNCE 
ELtCT•IilCATlON S~liiME ONLY WITa DIFFICULTY. JlNALLY, SiVIRAL coaps 
or ENulri~~Rs PROJ~CTS WITH TBE MINISTRY or DIFCNSC HAVE !6EN 
UNllP~C'IE~11 DEf1~kiL {SEE hEf B) AND TBi CORPS HAD TO APPLY UN~~E-. 
CJ:D:::N'iEll ?US:>UR'I.! 'IO llET A COM11ITT111NT ABOUT WHI CK PROJICTS Hit;; 

.FUND.LD. 

4. OHU AF'lEl·. Gt;l'Tlt.G l'H! CuUNCIL or MINISTERS TO AC'I ilID ~·;1 .. 
MI~Isny vF iIANAl'<CE Rt:ALIZE" 'fnAT TilE CUT IT HAD UCOMM!NDEf, TO "10: 
COUNCIL >AS BASED ON .. HAT SHOULD llAVE BUN \N OBYIOUS OU!l.S IC.hf i 
DUI T~ SLAC' DEMAND OIL tIFilNGS WZRI NOT 8,5 MILLION B/D BUT J~LY 
'7.2. nn: ,·:INl~tRT IS UNDERST.lNDULY RELUC'UNT TO G'1 BACl TO till 
COtiNCIL Oz' MlNIST:LRS AND HAS R!Sl(HlllD lTSCLF TO DRAIINC: l'!iOr• 'iA~:A 
ilOL.DlN(;~ AJlitui>!I IF .lN AC?UAL DUlCIT 11u1.RULlZ!.S. TliAT DLFICIT 
COUl.D ij:;: AS dUCa AS 5 BILLION DOI.1.U.S lSSUHlNG l'llAT OIL LUTINGS 
STAY AT ?,..:., \lf!::C PitlCIS DO NOT RISI, AND IYlllT UTAL THAT WAS 
liUDG<:1':LlJ IS <>Pi.NT. IN r&CT OfiRALL SPt:NDlNG LAS't UAR OS 96 Pi!RCoN':' 
AN1 THl.h~ IS A l'EELING IN lal MINISTRY or FINANCE THAT uPEC PRIClS 
•ILL SOJh Bi l~CA•ASllD BT AIOUT ~ PIRCINT. BUT f.ll:N THAT WOuLD COVER 
ONLY iOUR MONTHS OJ' TBA: DUICIT, OTllR rACTOJlS CONS'l'AHT. 

5. THE MINISTRY Of l'INANCt IS UNPRiPARID FOR THI NIW ACI 01 LI~ITS 
IN YET ANu'ldEk liiSFECTI IT ElS NO !11CHAN1SH roa UGULATING CASB 
nows Sv l'li.U FUNDS ARl NOT SPINT HSTll Ti!.lN OIL IS PUl1Ht. 
Li~ALLY A MINISTRY KAY DRAW l~S INT116 ALLOCATION lT THI Bi~INNlrNG 
Of THE Y£JJi, WHILE THIS IS NOT Lttitt TO Bl 1 PROBLl11 THIS YlAR 
!ECAUSE or ~UN~ING DILlYS IT lNDlCATIS TIAT SAG IS GOING TO HAVE 
TO HIRE l!liDt;&T CONSULTANT§ AS ULL .lS PUNNIU. 

6, GOM11;;1n: ·rtii: INCOtli COMS'l'RUNT ON NUlONAL Difl:LOPMENT liAS BUN 
f\iJ(CEfULLT i.tvUGHl ll0111 TO THI COUNCIL 01 !11NISTDS. TB! FACT THAT 

.TB& SAG WA:; :;0 SUll.PilSll) AND llJACTID so STllONGLT SUGllUT T.i,UT THERE 
~Al SOON ~t POLICY SBIJTS ON SUCB ISSUES .lS OPIC PP.ICING. "° f?1ttJ1/J~~lt 
er 
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REf1 A) CARACAS 10158 F) JIDDA 76g• NOTAL 

snMMARY: SAUDI OIL ~INISTER TAMANl CONCLODID A ?IYE DAT 
SURPRISE YtSIT TO VENEZUELA SATING !BAT THI POSITIONS or 
THE TWO COUNTRIES ARf NOW YIRT CLOSE ON TEE QUESTION OF AN 
OII. PRICE INCRUSE AND Tl!!T TR!'T WILL IE IN AGUl:MJ:N'l' A'!' 'l'riE 
OPEC MINISTERIAL MEETING DICIMlll 16. LITTLE INFORMATION 
IS AVAIT.ABI,E SO FA~ ON 'l'BE Pt!RPOSI OP THI VISIT AND ON Ta~. 
SUBSTANTIVE DISCUSSIONS TAMANI HILD WITH PRESIDENT Pil6Z AND 
:ENERGY MINIS'!Eli iiUNANDf.Z, OTU:R TRAN TUT TlMANI DILUViYD A 
LETTfR TO PlR~Z ~POM THE S4UD1 ROYAL f4MILT. TAM4NI MADE B~IEl 
COMMlN'l'S ON TBENORTB SOUTB DULOGUJ:, TBI MIDDLE IAST .&HD BE US 
ROLI TBf.Rli. 
TFIS WAS YAMANI'S TI~~T STRICTLY BILATERAL VISIT TO CARACAS 
AFTI! TIARS or PLAN~IN~ sue~ A TRIP. WHILE HERi BE LAYISRED 
EFJ'USlYl PRAISE ON YIENl!ZOIU AND Pii!ESIDENT Ptl!EZ, IT A?PlAii.~ 
TBA ':'Bl SAIJ])JS, Al!E MA~J:lNG A P41lTii::u:.n i1101T TO ~TRrNGT!irN 
TREti OFTEN TROU!LiD TliS WITH YINIZUILA. IT IS STILLUhCLEAR 
WBAT TRIS MAT MF.AN rox OS INTERtss. IND SUMMARY. 

1. SFEt~ TA~ANI ARIYPD AT CARACAS OCTOBER 25 ACCOMPAhiiD BT 
HIS WIFI. TREY Wiil q!RI AS GUESTS or PIRESIDENT PERXZ AND 
ENiRCT MINISTER RIRNA~DEZ, ALTHOUGH THBt BAYF bEEN REPF~TEU 
REPORTS POR HORE THAN A ~!Ai THAT SUCH A TAMANI YISIT WAS 
I~MININT, TFE VISIT CAM! AS A SURPRISE. TAHANI WAS Gir!N 
'l'llUT"1ENT TJSUULLT RESEllVU l'OR Cl!IIFS or ST.AT£ ANtl THROU:OF.OUT 
HIS HHT HE OS 
ACCOMPA~XID BY "11NISTIR RER~A~DIZ WHILE MRS TAMANI WAS 
HOSTED ~1 TEI ~INISTIR'S WIFE, TlMlNI HAD A PRIYATl DINN~~ 
WIT!! !!''!INANDJ:Z Tl'.E NIGHT or !lIS ARRIV4L AND SPENT T!li !'OLLOWlrfG 
DAT ME?Tl~C Wl!H !ERNANDEZ, RtCFIVINC SRI!1ING FROM PITROL~O~ 
DE flNJZryELA, T9E STATE OIL HOLDING COMPANY, A~D CONFIRRI~G ~ITH 
PE!tlSIDtNT PEREZ, WBO BOSTED A DINNER Iii BIS !lO!'iO"! T!!A'\' NIGHT, 
SAUDI CPARGE AB~ULLAH ALTOBAISHI HILD A RECEPTI1N TOR TBE 
TAMANIS FRIDAY EYENING OCTOBER 27. OYER THr WEE(i~D IANAMI 
llSIT! T?.E LA#GE tPANSION PROJICTS AT Bi CibUDAD GUATA~l SliEL .ANC 
ALUMINUM CO~PLEI IN !ASTERN liNtZULL BUT APPARiNTLT DID NOT 
ns IT n'NiZUELA 's MAJOR OIL Pl!ODUCING INSTALLATIONS. BE {,F,l r 
YENIZUELAN THE EYENING OCTObER 29, 

2. SUBSTANTIVE INFORMATION ON THI PURPOS! or RH VISIT AND 
ON TRP SD~JECTS DISCUSSED WITH PillI AND BERiND~Z BAS 
HEN VERT Lii'' I TED AND T!!i!lil!AU HE NO Orf I CUL ST!TtHENTS, 
TEN~ZU!LAN OfFICIAtS ARI NOT TALKING, TAMANI WAS RIPORTiD TO &! 
VISITING VXN~ZUELA IN RIS CAPACITY 4S PRESIDINT or OPEC'S 
HINIST!RIAL COM~ITTli ON STRATIOIIS AND TO ~!VE DELIEYED 
A PERSONAL LIT'!'ER TO PJ:RESIDINTPIIllZ f!lOM THI SAUDI ROH;. 
JAMILY, HTE'JUGH RIPORTS D11111ED AS TO WBUR.ER TF.!S UTT!:rt 
WA~ VRO~ KI~G ~RALID OR PIINCI PABD. 
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S,• TAMANI MADE RILATIYELT 11W PUBLIC COHHINTS DURING ~IS VISil. 
P'Oll!LT IN PART BICAUSE 01 TBI CONSTANT SICURITT SURROUNDl~G 
llM AS WELL AS TRI LAHGUAGI BAlllil, lOLLOWING A MEETING WITH 
PlllSIDF.llT PElliZ OCTO 26, Ill IXPlllSSED 115 U'PRECHTIONFOR 
flt JPPORTUNirT TO IXCHANGI POINTS or YIIW WITB PEREZ, SATING 
tr.AT TRIT ARlIN FULL AGillHINT, PARTICULAIT ON OIL HATTERS, 
TAMANI MAD! A SPECIAL .POINT OJ'CITING PIRIZ"S YISIT TO SAUDI 
UUIA AND OTi!Eft MIDDLE EASTER OPIC COUNTIUS, IN THI . 
IPUNG Oi 1.;77 AS TR! 1 UJNT WRICH !II.OUGHT TO A SUCCE~$JUL COHCLUSION 
f'I DISPUTE (OVER PR!CI LIYILS)WRIC2 AROSI JIOH TBE DCCiHBER 1976 
OP&C MEETI~G. BE CONCLUDID IT SATING THAT Till TWO COU~TRIIS 
AU LOOKING fOll.'dRD :!!NTllO~US'!'ICALLT TO TBi Ol'COHING OP~C Mt:tTIN'i 
Ill O'lDE11 TO PROVE THAT OPIC CONTINUES AlfD WILL CONTINUE TO B:t AS 
ITRONC AS tV!R. H.HANI ALSO TAUD AT SOl'!l LINGTB TO TU 
ASSOCIATE DIRECTOl 01 TBl INGLISH LANGOACI DAIL JOURNAL iHO 
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!!FPO'lTED THAT TAHANI BAD SUD RI BAD DlllEViUD A PERSONA!. Lf.'~T~:' · 
TO PIRFSID~~T P!i!Z FROM IING ~!!LID IN 'fBE US, AND T~AT BL 
VAS REPl'!IN:: HINI!-TIR BIRUNDU'S KANT TISITS '!'() SAUDI ARHIA. (•r.'.. 
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OTHER REPORTS D!S CR IllD Tl!i Li'!'TIRS 1S III NG 1.ROM- PRI NC! FAHD). 
Hl11Nl ALSO SU!\ '[·BAT 'fBI!!! CAN H NO DOUBT TBA'? OIL PRICIS 
WILL GO UP IN TBt JUTUl!t, BUT IAT TBI HAL QUIST ION IS l!OW l'AST. 
RI PRUIRUD TO SI 1 GUDUlL ltlSl,·TBI P!CI or WUCll WOULD DEUhD Ot•VA;tI 
SUPPLY AND Dl11AND 11CTORS, AND SUCCJllTIJ) TIU OIL PRICES WOULD 
PIAK AROUND '1987. TAMlNI lPU.llllTt.!: .lGlW Wl'fll TU YIEW or SOME 
IN UNIZU!U .THU OPIC SIOULD H OfDU.11.JD !O CIYI TU ORGlNIZATIO~ 
GlllATIR UNI?T .AND FORCI IM TBI 1V!Oll, !II V.lS ALSO llPORTtD TO 
II l11PB1TIC I SATING TllT Tll POLITICAL ltfU.lTlON.Ill THI MlDDLI 
IAITOIOJIDTll 11111 lTfITUDI TOWAID PRICI 
AND PRODUCTION, BUT ADDED TB.AT THiii WOULD Bl D11INITILY NOT 
II 1NOTBJ:ll OIL IMBlllGO AGAINST Tll INDUS!IIALlZID COUNTRliS, 

4. ON llIS Dl:PUTUll THI IUNIIUI or OCTOJll 29, YlMlNI ALSO 
GAYI AN INTIRYIEW TO lN INCLISI SPl.l(lNC llPOlTll or THI 
GOY'S TILIVISION CBlNNIL. lSK!D !IOOT BIS TlLIS V 
Tl! PRISIDl:NT 
PIRIZ ON OIL PRICES, TAl11NI ilPLIID TBAT WRILI Bl TRIED 0 
LIAYI DISC"SSIONS or THIS QUISTION TO TRI OPJC MllTIHGS, S! COULJ 
IAT THAT SAUDI ARABIA lND Y!NZUILl NOW BOLD ALMOST THE SAME 
POSITION O~ THIS OUISTION AND TBIRlfOll THI! WILL TA~I THE 
IAHI POSITION IN ABU DB.Alf, VJTB RISPICT TO TBI USE Oi THE DOLLArt 
IN OPIC PRICING, Bl IIPLAINID TBAT SAUDI llllIA RAS LARG~ INVEST­
KINT IN Tll DOLLAR, WRICH WOULD r.ALL ITIN FURTBIR Ir OPEC LLFT 
IT NOW, AND TBERl10ll Ill BILIIYID OPIC WOULD CONTINUI TO USE 
~OLLARS IN PRICING, COMMiNTING ON THI ISRAILI-IGYPT!OAN PEACE 
TALlS, Bl SAID THI !RAB POSITION IS TB.AT TBllll WILL Bt NO PEACE 
I~ THI ARIA UNLISS THI RIGBTS or TBI PALESTINIAN PEOPLE ARr 
OISIRYID !ND THI OCCUPIED T!l!IITORIIS RITU!N!D. A~T MOVES I~ 
Tl!IS DIUCTION WOULD Bl WILCOHI, U SUD, WHILE ANYTHING SBOhT OI 
Tits W!S NOT INOUGB, TlHANI ALSO SPOii BtGBLT or PRiSIDINT CARTLrt'S 
IONISTT AND DIDIClTION lN IMPROVING RIL1TIONS 'BRTWU:N Tlll! AR!E~ 
AID THI us, AND; IN TBI A&IA 01 OIL, IN MOYING rao~ CONFRONTATION 
fO A POSITION 0 COOPllATION. ASllD ABOUT TRI NOITH-SOUTS 
DIALOGUE, RI SAID THiii IS NO lLTllMATIYE TO THIS DIALOGUE, 
~ND IXPRISSID THI TIIV TlilT IT WOULD SUCCllD IN THI FUTURl 
"TAHANI WAS PARTICUL!ILT llSPONIIYI TO ~ NUHJIR or QUESTIONS 
j&IOUT SADDl-YINIZllLlN llLlTIONS, llPIRllNG TO TBS MANY SIMILARITIES 
llTWllN THI TWO PloPLI, vllo 111 or THI SlMI ILOOD BICAUSl or THE 
UU IN1ULIMCI IN 111111. Bl ALSO COHHINTID ON THI MANY MUTUAL 
INTlllSTS 111.D CLOSI COOHUTION U!V!IN HI TWO COONTRUS, ~HI Cli, 
ALBIIT IN RIPLT TO 1 LllDING QUISTION, BJ SAID BlD !l!N ' r 

lMPROYID JT TBI WOii or PllSIDINT PlllZ AND MINISTiR H!RNAhDIZ. 
TRIS. HI ADDID,,WlS l"POlf!llT NOT ONLT roa TRI TWO COUNTRIES 
•vr ALSO 101 OPIC AND 10• THI I TllNATIONlL COMMUNITY. FINALLY, 
IOTING VINEZUIL.A'S Vl!LTB, ITS Dll'10CllCT, AND ITS GIOGRAPHICAL 
~OACTION, TAMANI SAID TBISJ H!ll IT PAITICOLllLT IMPORTANT TO 
fh OTHER DUELOPING COUll!lllS. Jl~ll ·. i f: t 

s.s 



I. ACCOMPANYING TAMANI DUllNC Bl~·tIIIT1 MIN?l!ll !ERNANDEZ 
WAI ALIO ASUD &IOU! TH PIJIPOSI or !II Jiii! AND·OIL PRlCtS. 
11 U IIS CUSTOM BOllHll, II ALSO.llfUllD TO JI PINN.ED DOWN. 
lll&IJINI Tit tISI'f, II SAID ONtt tl&T !II !AL'S BAD COVERED 
"611f llSOIS !ND TUT Tll TWO. COQ!lllS 11111 IN UNBUL AGUtMENT • 
... TO YINIZO'IJ.l •s POSITION 01 on. PIICJS 101 TH. Dl'!CEMBIR 
O•IC "'''INI, BIRNANDIZ 11rttSJJ ·to COttMIN'f SATING TBAT 
t0 DO 10 WOULD UDUCI OPIC 'S lHUllLI!T IN llACBI NG A 1'111AL 
llCUION, SULT IN TU" YISIT, IODfll lllNAUIZ WAS QUOTED 
&I IATING TBAT TRiii 11111 TRiii D1STINCT POSITIONS ON PRICiS 
11!1111 OPICI TRr CONSlllU'flfl POll!IOll llUCB IOLDS TUT PRICES 
llOVLI NOT INCRIASI Otll ! PllCJf'f, TBI HOD!IATJ POSITIO~ 
~&fOIING AN e TO 12 P!CINT INCRIASI, AND TRI IADICAL vii. 
lllCI LOOKS TO AN INCU:ASI or A LU.ST .1! PllCINT. (IT ~il,,ULJ) 
II IOTID TBAT TBI GOY CONSISTINTLT DISCIIIJS IfSILf AS 
& MODll&fl ON OIL P.RICING,) 
Jf 
111ee 
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~. SPECULATION ON THI Pt11!POS! or TBI VISIT NATURALLY 
C•NTfHED ON OIL PRtCISo ON llPOlT llRLT IN TIE YISIT 
CLAI~ED TSAT SlUDI AlABlA !AD PIOPOSID ! 5 TO 10 PERCENT 



• 

15790 

lNCREASI lN DFCIMBER, PLUS SUCCESSIVE INCRIAS!S IN 1~73, 
TIER! RAS IE!N NO 'P'URTBIR COMMENT ON TBIS OTllR TRAN A 
CLAIM IT A L!rTIST UNiflR~ITT ICONOHIST TBAT SAUDI ARABIA 
BAD ALRIADT AGUE!l llITR THI U ,S, ON A. U PERCE~T J ~CREASE, 
!OT TBA'! 'I' ii I~ WAS NOT ENOUGF AND TUT UN!tUELA. si:our D 
INSIST ON A 30 ~!IC!NT 11[1, VITI LITTLE HORE TO REPOPT, 
MINISTER TAMANI'S YISIT VAS ALL BOT IGNO~ID IN TME 
W!IUND PRESS VIT!': THI UCIPTION or T·1110 LONG ARTICLES BY 
TRI DAILY JOURNAL. EDITORIAL COKK!NT ON TBI flSIT SO 
:rn lllS .!U:N LARGILT LIHITID TO THE DAILY JO!JllHL, W!HCF. 
AIGUED THAT TR~ VISIT WAS !VID!NCI or SAODI INTlRIST IN 
MOfING CLOSER TO YENEZPELA ON OIL MATTEIS, NOT ONLY ON 
PRICING BUT AtSO POSSI:BLT' TOWARD THE LONG-il!LD YENE1TJ'ILAN 
POSITION 1AYOlllNG PIODUCTIOll CONTROLS WITHIN OPEC. 

7, CO~HJ.N'!', MINI SUR HERNANDEZ BAS ~Alli JU:PIATFD Y !SITS T') 
SAUDI ARA!IA, HOST RECENTLY IN LA?E SEPTEMBER, BUT IN SP!~, 
01 A LONGSTA~DING IN,lTATION 111011 HERNANDEZ, THIS WAS 
TA!UNI'S JIRST nsn HERE OTHER TRAN TO AT'l'rND one HUTI~,,c·, 
IN 1970 AND 1P77. THns TB! T!MI~G. A~D TaE LE~GTH 
01 TAMAIN'S STAf, Alt SlGNif!C!NT, (Wi ALSO rNDERSTAN~ 
TB!T KU~!ITI OIL MINISTER ALI '~ALlfA, ~ITH WHO~ EERNAND~3 
USO ~IT LAST 'ION'l'I, IS ilPECTJ:C HfRE NOU11l!tll 14.) 

8. •E UNDERSTAND :rROM ONE SOUR Cl r:~r SOLE PURPOSi: or 
UMANI'S VISTT WAS TO DELlh'l TR\: LET'UR TO PRiSIDFtiT .PEIE-Z 
FROM THE ROYAL FAMILY, AND SI~CE YAMANl PAD CO~E FRO~ Th~ D.S., 
THIS WOULD LEND CREDENCE 
TO T~i POSSl8ILITT THAT TP~ LETTER WAS FP111 KI~G ~~ALI~ RAIHi~ 
TB!N PllINCI FAMD, A~ P~RE7 IS OFTEN {NOW~ TO SEND PFRSO~AL 
L:P:TT!RS TO JTl!l:R JPEC BUDS or STATE. ·11r CAN Sl'ECULAU 
TllAT TBI SAUDI LITTIR '1AY l'AVE U:F.'4 ':EPLT TO 014E D£LIHRED ,; 
BY. P!RNlNDIZ IN ~EPTEHBER. IN THIS REGARD, WE vontD . 
APPRICIATI L~T INFORMATION AYAILAiLE TO JID~A OS S~RNANDLZ 
fl SIT TR!RE , 

9. W! RAYE iYFN LESS INFORMATION At THIS P~INT ON TB£ 
CONTINTS 01 TRI L!TTIR OR THE SUBSTANCE 01 TAL'S, Wi llLl~V£ 
tPAT TA~ANl'S ONLT SUBSTANTIVE '1EFTINGS -lRi THOSE 
WIT! PEREZ ANr B!RNA~DEZ, THE ONLY TWO ~ov 011ICIALS •IT9 
'1AJCP ROLE IN fORMULATING THE GOY'S POSITON ON OPEC 
OIL PRICING. IT IS UNDIRSTOO!l TlilT YA11ANI DID NOT 
REPEAT NOT DISCUSS THE OUISTION 01 OIL PRICES !lURI~G KIS '' 
TWO FOU~ 11f£TING WITR THI DI!iCTORS or PET'llOLEOS DE YENEZU~L•, 1 
l'EN TROUGH '10ST or TRI N!TIO~AL OIL HOLDING CC'1PA~r·s . 
MARri!ING STArr WERI PRESENT AT T~E ~Ei!ING. P~TROLEOS 
PL~YS JLMO~'l' NO PART IN ·one PRICTNG PeLICY; ITS !':<ICING 
?tSPON~IPI'I~lES ARI LIMITID TO '!'RI PRICING AND ~AR~ITIN~ 
OF·VlNE1nFLAN OTL AFTER OPlC LIVILS ARI SET • 



lt. Tll GOY BAS NOT SPICIJIID ITS POSITION ON BOW KOCI 
PllClS SHOULD lNCIJiSI, POSSIILT llMIMll!l~G PlllZ' 
ILL-fiTID PRIDICTION LAST TIAI AT flIS TIMI TBAT PRICIS 
tOOLD IE INCllASID IT 8 PllCINT AT Tll ClllCAB OPIC 
Mll'l'lN~. AS WE NOTID IN 111 A, IOWIYll, TINIZOILl IS . . 
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ALMOST C!kTAINLT LOOllNG FOR AN lNCRllSI WELL IN IXC!SS 
01 5 PERCINT, AND WITS NATIONAL ILICTlONS TAlISG PLACE 
ON DICIHllR ~. IT SIEMS Hl;&LT UNLllELT THAT GOY LEA0£RS 
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r.outo AGREE, EVEN IN STRICTIST CONFIDINCI, TO AN INCR!ASW 
IN THE NgIGHBORHOOD or 5 PIRCINT,;PRIOR TO THESE 
IL[CTIONS •. THE SAUDI CBUQI TOLD IJS A 1111 WEEKS AGO TM.AT 
RI~ COUNTRY WAS FIRM ON LIMITING TRI PRICI INCRl!SE IN 
DICr~BIR TO~ PiRCINT, BUT roLLOWINQ YAMANI'S YIS!T H& 
TOLD us TBERI HAn BIEN A TOTAL MllTING or THI MINDS ON 
ALL ISSUES. ~IVlN ODR ASSISS~INT 0, Tlil ORIGINAL GOY 
POSITION , TP.IS REMARK, If ACCURATE, CAN ONLY MEAN THA! ONE 
Op TRI OTHlR PARTIES !Afl MOflD FROM THEIR ORIGINAL 
P~EITION. ONE ObVIOUS POSSiaILITT FOR A COMPROMISE WOULD 
at A 5 TO 7 PERCFN~ INCREASf IN DECEMBER, PLUS AN 
AJRCIMT~T ON ONE OR MO!E INCREMENTAL INC!EASIS LATFR IN 
lf?Q; It AS D~SCRillD IN TB! PRESS REPOFT CITID ABOV~. 
fAMANI MAY At~O YAYI USID THE VISIT TO COORDINATE WITH 
'rRNANDE? ON ~RE FINAL ~iPO~T O' TRI OPIC MINISTIRIAL 
COMMITTEE ON STilATi:CUS, WHICH WI UNDUST.t.ND IS TO Mit:T IN NOUMi>~R 
·~ PREPARt A FINAL REPORT TO THE DICIMBIR OPIC MINISTIRIAL 
"rtTIN<l. 

11. FINAL'Lf, 'l'ilI VISl'r ALMOST CIR'!'AINLT RJ:PRESINTED A 
!~UC! !lfORf TO STRINGTBEN OFTIN TROUILF.D RELATIONS 
WITS VENEZUELA AND 'l'O RIPAT THI PAST VISITS or BiRNAND!Z 
liD PIREZ TO SAUDI ARABIA. YAMANI SIEMID TO G0 OUT or BIS 
••T TO LAUD PRRISIDiNT PERiZ' ROLE IN SI'!'TLINQ THE 1977 
~·tct SPLIT AND HIS STAY HIRI WlS ~ELL IN EXCISS Of TRE 
T:~t NF.EDID FOR BIS SUiS'!'AN'l'IVE DISCUSSIONS. ONI ISSUI, 
UICH RAS ANGF.JUD FRiSIDENT PF.Rl'Z AND RU'UCTED THJi TROU­
ILID RILATION IS TBi FACT THAT SAUDI ARABIA RAS NOT HA» 
AM AMBhSSADOR P.ERE lOR A NUHFER er YEARS lND T!IRI BAfi 
llFN REPEATED RUMORS THlT THEIR CHARGI WAS AJOUT TO II 
IAMiD AMBASSADOR. 

12. IT IS U~CLEAR WHY THI SAUDIS PICKID TRIS MOMENT 
roR THE VISIT. PERHAPS IT WAS IN PART A GESTURE TO 
PP~!Z AS RF NEARS THE END or HI~ TIRM IN Of1ICI AND JiT, 
ON THi VENH.UUAN SIDE TRUE WAS LITTLE rrron TO IX­
PLOIT TH! VISIT FOR DOMESTIC POLITICAL REASONS. IN f!CT 
IT WAS GIVEN RATH!R LOW KET ~EDIA TREATMtNT. PIRIZ DID 
llRA~~r FOR YAM!Nl TO APPEAR ON A LOCAL TELIYISION TALK 
llOW WITH GROOND RULES TlilT RI STAY lWAJ FROM MIDDLI 
UST POLI.TICS AND CON'OJljTRlTE ON OIL.-

I~. THE HAJOR TOPIC 01 TRI HllTIN~ VAS PROIAILT P1l­
CING--A MAJOI U.S. INTIRIST. ·wz SHOULDN'T DISCARD TBI 
POf.SIEILITY HO~FVER, THAT BROADER e.s. INTIRISTS WIRI 
INYOLV!D SUCH AS LONG iANGI OPIC STllTIGY AND TRI MID-
a&.1 IAST IN GENERAL. . 

14. CO~M!NT FROM ADDRISSll POSTS INfJ.11.it~ 
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l<EF: STATE 266410 

I . S1JM'JIARY. El'EASSY CONCURS WI'IH REFI'EL PR:>POSAL NC7I' 'ro 

APPROACH HIGHEST I.EVEI.S OF SAG um:'IL AFIER BllJIEN'IHAL VISIT. 
. •I 

llCMEVER, FOR A VARIEI'Y OF INIERNAL AND EXTERNAL POLICITCAL AND 

l·:CONCllt[C REASONS, 'IHE SAUDIS WIIL PRCBABLY BE MUCH K)RE RECEPTIVE 

'ID COONSELS OF PRICE MOIERATIOO '!HAT 'ro A SEfilES OF AmUMENl'S 

IJ~IGNED 'IO PERPE'IUA'IB A PRICE F'ReEZE. END SUMMARY. 

I . THE EMBASSY CONCURS '!HAT NO APPROACH SHOOill BE MAJE 

TO KEY SAUDI OFFICIAIS um:'IL AFTER 'IHE VISIT BY SEX:RETARY BI1JolEN'l1lAL. 

ONLY IN LIG!fr OF 'IHE RESULTS OF 'll!IS VISIT CAN A PRESENI'ATIOO 

flE DESIGNED FOR MAXIMUM IMPACT 00 SAUDI nn:NKIID. 

? . IT IS OOR IMPRFSSIOO '!HAT 'IHE SAil HAS NOi' YET 

FIRMLY FIXED 00 A POLICY POSITIOO RElJARDING OPEC OIL 

PRICim FOR 'IHE DECEMBER OPEC cnlF'l!RENCE, AND 'lliEREFORE, 

WILL BE OPEN 'IO AfN POINrS WE MIG!fr MAKE. HCW.EVER; BFX:AUSE 

OF 'IHE CCWSIIERATICWS IETAIIJID li1l.CM, 'IHE E>IB/IS.SY FEEr.S '!HAT 'IHE 

SAUDIS WIIL RFSPOOD MORE FAVORABLY IF 'IHE UNTIED ST.m!'S uroE'! 

MOIBRATIOO RA'lllER '!HAN AIJVOCATIN'.l NO INCREASE AT AIL. 

1· IN REcmI' PUBLIC AND PRIVA'IB STA'm!ENI'S 

SENIOR SAUDI OFFICIAIS HAVE INDICA'mD 'll!AT AT I.EAST SCME INCREASE 

IS BEOO SERICUS;LY CCWSIIERED. 'lHESE STA'lElflNl'S IN IONIXN, 

OCPl1I'Y PE'IROI.EJM MlNIS'IER Alr'l1JRKI I s STATEJl!ENI' LAST WEE<: 'IO 

tJSLo/RIYAIH OFFICERS, AND PRESS REPORTS 00 YAMINI'S VISIT 

'ID CARACAS WHERE HE STRESSED '!HAT OPEC UNITY AND S'Ifll!N:ml WILL 

BE DEM:::m'IBATED AT 'IHE ABUD IJIABI MEEl'IN'.l. 

4. OPEC UNITY HAS AlliAYS ~A MAJCR SAUDI ceJECTIVE. 

'IllE PRICE SPLIT WHICH OCCURRf.D IN 'IHE FIRST HAIF OF 1977 

WAS AS 'lRAUMATIC FOR 'IHE SAUDIS .AS IT WAS PCft 'lllEIR OPEX: PARmERS, 

AND ITS RESOUJTIOO DID NC7I' RESULT IN A ~ VIC'Rm WI'IHIN 

OPEC FOR SAUDI ARABIA. WE BELIVE IT LS 1ILtlllLY 'DIAT 'DIE 
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SAUDIS ~ AGAIN JEOPARDIZE BOm 'lHEIR 

PRESTIGE AND '!HEIR ~ ROIE WI'lllIN CffX: Pa\ A PRICE 

FREEZE AT 'IHIS TIME. 

5. 'lllE SAUDIS ARE WEIL AWARE CF BJlll 'lllE IEI'l'lUCR\TOO BAIANCE 

CF PAYMENI'S POSITIOO OF '1HEIR OPEC PAR'lN!iRS, AND 'IHE PlalIDIS 'll!AT IN 

~INE CF '1llE OOLIAR HAS CREATED FCR 'IHOSE OPEX: fil'ATES W'HOSE 

MAJOR 'mADOO PARl'NERS' CURRECNIES HAVE APPREX::IA'nlD AS RESULT. 

'lllEY HAVE POOBABLY ALSO CAICULA'.I!D '!HAT 'IBEY CAN EXPECT FAR USS 

HELP FRCM IRAN IN HOIDING 'lllE LINE CN PRIC&S 00"1 '!HAT 'lllE SHAH HAS 

BEm FrnCED ro COOSIDER CtJIIACKS IN MA.Jell ~ AND 

1*'.A'.lY...JELAmtl PRUCHASES '10 CBI!AIN FUNDS NE&ED ro MEZr lXMliSTIC • 

Ia!ANDS. 

6. ANCY.!HER FAC'roR WH!CH WILL INFI.UmCE 'lllE SAUDIS IN FAVC'll ClF 

A PRICE INCREASE IS 'IHE!R GIN aJRRENT BUIXlEll'ARY PR:Bll'.M. 

'lllE $AG HAS RECENl'LY DfWtlN al FOREIGN RESERVES 'ro Mml' BUOOEIE!) 

EXPEWI'IUR&S AS WEIL AS REOOCING BY Ff AT IXfrlESTIC P!nllOCT 

m>ENDI'IURES BY THIRl'Y l?El'O'Nl'. 'lllE SAG APPEARS REUJCTANI' '11'.l 

CCNl'INUE SPENDING OOR ~ RFSERVES. WI'll! 'lliE PRESENl' ~ OIL 

SURPLUS, '1llE AL'IERNATIVE OF INCREAsING OU.. SALES TO MAKE UP 'IBIS 

BUIXlTARY SHCffi'FALL COOUl 00.Y BE ACCCMPLISHED AT 'lllE EXPENSE OF 

CY.lHER OPEC MEMBERS. HEUCE A PRICE INCREASE CN PRESENl' VOLUME 

IWEtS APPF.ARS 'ro BE ~. 

7. 'l'HFn ARE ALSO POLITICALLY VALID REASQlS FOR 'lllE U.S. 

'ID COONSEL PRICE l«)J:ERA'l'ICN. RESPONSES FR:M C71HER POOl'S 'ID Rl!PIEI, 

INDICATE THAT WE FUN 'IliE RISK CF ISOIATml tlJRSEVJES FRCM OOR 

~ P~ BY RESOWIELYSINSISTOO CN A PRICE FREEZE. 

FUR'lllEJM'.lRE, IF 'lHE SAUDIS FmI. THAT 'lllE UNrmO STATES IS l3EOO 

UNREALISTIC CW '1llE PRICE ISSUE AND ~~IVE 'l'O 'lHEIR cnroERN FQ.. 

OPe:: 1JNITY, OOR ABILrl'Y 'llJ cnuJCT A MEANilmJL OIAIJ:XruE CN A 

WIIE RANJE CF KEY ISSUES RAIDING m:M MIOOIE FAST PEACE 

NFOOTIATIONS 'ro EWOORAGEMEm' OF EXPANSICN CF UHl-RAOOE CRlJ[E 

OIL PflOC(JCTIVE CAPACTIY IS LIKELY ro BE WF.AKl!M!D:o 

8. FINAILY, WE SHARE KUWAIT'S cx:tmlN '!HAT C>PEX:l' MIGHT OEl' PCR A 

SYS'm.l!I OF SMALLER PERIODIC PRICE INCREASES IN 'lllE FtJlUFIE • 

YAMANI HAS ALREADY ALlllt1i:D 'ro '!HIS rossmILITY' AND IF 'lllE SAUDIS 

"OOUl 'lliE LINE" OOCE Jra\E AT CllR RIAll!Br, 'n£ ciJID Mtl (JlO ll!MAN!El. 

BY 'lliE CYl11ER OPEC MEMERS MAY BE Jtln' SUCH A S"r.m!M. 'lHIS, 
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WHE'!HER TIED TO Sai!E DiIEX OF INF.rA'l'ICHAm' 'l'RENils, OR S!JllPLY A 

FIXED l'ERCENrAGE lNCREASE CN A QUA!\'m!LY OR SEMl:-ANNUAL·BASIS 

~ BUILD Amn!ER RATCHET EFF'ECT IN'ro 'lHE WO!ltD .!WCJDIIC SYSml. 
DANIELS 
lfl' 
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lllNMVV ESA92tRAA•1" 
00 RUQi'IHR . .· 
DE RUQllRA #Ill Gm 322fl'88 ~ · 
ZMY CCCCC ZZH · """ .. 
0 J.8881 lZ HOV 78 ZFF4'""' . ·• . 
Fil AlllEfolBASSY JUDDA · 
TO AMil'IBASSY T£HRAN lMl'IEDl.Atl &i.11. 

01,8.W.? 
BT . ' .-;,·· 
Co N r. ID i NT 1 AL J1DDA·a1_.: 

FOB Ai'IBASSADBR SUL.LI VAll .f'ROfl SECRETARY 81,UEITHAL 

&O. 116,2& GDS 
TAGS& OVIP <BLUMENTHAL W MlCKAIL) 
SUBJ 1 SECRE:tARY Bt.U~:ENtHAL' S VUlt 

REF.I A) TEHRAN 11292 B> t£HRAll Ule.J 
'· t. WJIAT lS YOUR CURRENT VU:W TO i'IY ·BRUG ING. ENTlAZ 

DELEGATION l NCLUDlliG SECRET SERVICE WlTK ME fQ 
TEHRAN lN LlGHt Of YOUR ASSESStltNt OF OURRiNt SlTUAtlOlfl 
If YOQ B£1..l£VE A SMALLER Dil.EGATlON IS PRUERAl:iLE, l . 
WOULD BRlNG THESFOLLOVlllG PiRSOllSi ASSlSTANt SEXJEtARY 
C FRED BU:GSTE:N, NY EXECUTIVE: ASSJ:SrAIJ RICHARD FZSHE:R, 

. >HJ 2 

INFO: 
DCM 
POL 
SA 
ECOi~ 
ADM 
llSO­
tRU 2 
9 GAM 

PUJE tllE CODEL. <SEii 1.llhR, CO!lGRESSMEll CAVANAUGH, K:'tl>E,SSTANTON). 

2o- TRAVEi.ING 1'R£SS MAY ELECT 10 HAVE 011 REPRE:SENTATillE FR~M 

Af'IONG TH.EM ACCOMPANY Mt <N~~ TO BE PROVIDED>• WOULD EMBASSY 
H ABU: TO ASSIST "RE:SS PErutVN7 TRAlll&.lNG PNl!:SS PERSON WUUl.D 
NOt REPEAT NOT 'ACCOtlPAllY Mi: TO tltEUNGS.O • 
3. o"c: l Kii.VE YQIJR RtsPOllst, WE WlU. PROVlDE A~P NEW tH.. 
AllTICIPAIE APPOlUTH&:HT llMES VlLL Si AYYECTID. 

BT 
IBl.60 

· WEST 
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IJNCLltlU~Hl · .. 

~~ VV .. £SA.54(RAUK 
ltll RUQllHR · 
'1)[ ltUlil'L'tA !!l lB llKUlt 
ZllR UllUUV ZZH 

sJ~~u 1 1 3.Jz 
II 36l32Z? JAN 7, 
"°l A:-JEM3ASSY JIDDA 

JJOOJJt 
10 RUEat1SECSTATi VASHDC 44'1: 
INF'Ci RUQMDHIAMCONSUL ·DHAHRAN l751 
llU:lllyA/USl.O RIYADH 2.t76 
llUQi4HR/A/IJZN3ASSY TEHRAN 2'44 
.at 
UHCLAB JIDDA 0118 

al• ENTIR& TEXT> 

1.0. 1296'1 H/A 
TAGS1 SOPll, SOCI, SA 
IWJ: SAU!)I SUPPORT FOR ra SHAH 

1. AL·JA?IRA DAILY OF RIYADH FROH•PABE ON SAT. 
JAN6, l97l1 THICKER THAN USUA,1. K£ADIHB TITLED •THE 
Kl ltlll>:>~ Alltl::lUllCES ITS SUPPORT FOR THI REGillE 01' THE 
tflAH OF IRAN,• . 

a. AL· JAZIRA CLAIMS THAT JT HAD, FOR THI SECOND Til'E 
JN LeSS THAN A WEi:X~ ACQUIRED AN EXCLUSIVE INTERVIEW WITH 
Ttl£ CEtOllN PRitlCC: E:PlllODYillG A» JllPORTANT POLITICAL 
•.rnmEllT. 
J, T~~ EXCLUSIVE lNT~RVlEW WITH THE CROWN PRINCE 
D..ICITS TXt FOLLOWING RESPONSES TO QUESTIONS POSED BY 
T:it: Nl::WSPAPZR CORR!SPONDE:NTt 
A. •wt SUPPORT EVERY REGIME THAT ENJOYS LEGITIMACY IN 
rrs COUNTRY AND THE REG1M£ or THE SKSH RESTS ON SUCK 
LE~ITIMACY.• . 
I. •THE oLODDY.EVlNTS [N IRAN SERVI NO INTEREST EXCEPT 
Tilt, r OF Tli£ i::i/Ei•l'f • Al~D WE HOPE THAT THE I RANIA NS tJOULD 
PUT AN EllD TJ TllOst EVEHTS BY TliEi'6ELVES, • 
C, THE CONTl»UATION OF WHAT IS HAPPENING IN IRAN VOULD 
Trl.~.i:ATS:N T:{S FUTURE OF POLITICAL STABILITY IN BOTH THE 
GULF AND. T:-lii: iUDDt.£ EAST REGIONS,• 
4. n;;: CROW:; PfiillCt: BY WAY OF ELASORATION PlADE THE 
'Ol.LOWING Al).DlTIONAL POINT1 • THE PRESENT SllUA'tlON lN 
hA:O DOES NOT E":i::VE; THE INTERESTS OF THE IP.ANIA NS 
?ii'ct:.,;:LVES NO.'l IllDEED THE tNTt:RE:StS OF' lSLt;M OF TH! 
·~u::u :::; ... B.~SI :: 3 cu~;;zLVES ON T·:Ct F"ACT .THAT THE SKSK, 
/\.'; '.J?. SAl::i, Zl,J~YS THE LE<UtlMATC: STATUS, THERE IS 110 
&:.iurn THAT WE SUPPORT HIS STATUS AND HIS PP.E:SENCE." 

.ACTlON 
Plkl ... 
INFO 
AllB 
OCll 
OR 
ICA 
AOll 
Pit 
EC2 
CllU2 
8J 
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;;. Ill A FiWNl PAGE EDut.lRIAL OF THE SAME DAY, AL• JAZIRA 
co.;:1:rnn:D 0:1 CROWN PRINCE FAHD'S CALITY AND PRECISION 
[;ISCRENI.;LE 1t1 HIS EXCLUSIVE STATEMZNTS l'!ZNTIO:!Z~ ABOVE, 
Tiii: pAJ>;;r, £:.?HASIZZ::J THE KDGDOW s COllSTANT POLICY or 
DISTHlGlHSiH:IG 3ET'J:::;:;:: iiiiAT IS i:SSEllTIALLY AN INTERNAL 
•. An::R F'O~ ANY couur::Y-AilD WHAT GOES BEYONt: THE 130RD£RS 
CF THEIR COUNTRY. T:-rE NEWSPAPER il'PHASIZED THE KINGDOM'S 
c:lilSTllllT CAR! TO MAI:lTAIN Ill C:VERY CI:lCUViSTAllCES GOOD 
i:.:LATlOi'!::: '·l:iT ONLY ;-/ITH REGIMES THAT REST 011 LEGITIMACY 
aur ALSO ~ITH THE PEOPLES OF THOSE REGIMES. 

G. AL•JAZI~A "1AlilTAINED THAT 3ASING Hl:iJSELF ON THE 
i(I ~JGDo::,• s :..:LIEF rnAT GROWTH AND DEVELOPMENT WOULD 
liOT COl•lE A30'-IT NOR 3E THE LOT .OF ANY PEOPLE EXCEPT 
IN CIRCU115TANCES OF S~CURITY, PEACE AllD STABILITY, 
CROWN PRINCE FAHD APPEALED ~O THE IRANIANS TO DEAL 
WITH TKE SITU A TI ON THEMSELVES AND DO AWAY WITH THE 
DIFF:::RENCE •mICH HAVE LED UllF'OnTUNATELY TO SUFFERING 
AND 3LOOOSHED FELT 3Y EVERY IRANIAN. 

7. AL-JAZIRA EMPHASIZED THAT THE FORCE OF ARMS IS 
llOT ALWYS. llOR IiiDE:C:D SHOULD IT BE AT ANY TIME, THE 
:~Tiiuu FOR PE:OPLES A~D LEADERS TO SOLVE THEIR INTERNAL 
P.,:0.3LZMS, !ii::: flE\ISPAPZ:t SINGLL':D OUT AS AN EXAMPLE PAR 
ci:CCLLANCE !i:E SA:l EXPERIEt~CE OF LE::JANCN WHERE TENS 
:;F !.10:.JSAtlD ·:lF LEBA'.':S<: WEi'!E KILLED AflD HUNDR!J:DS OF 
T.-iOU:>;,i:::>s \-1.!:i':E wou;::i:o OR DISPEP.SED, Nor TO SPEAK OF 
w.;; ::u111, DZST?.iJCTIOil, AND"E:CO~•omc COLLAPSE WITH WKICH THE: 
LE)fl;iE:SE PEO?L£ ALOUE HAVE 3i?EN BURNT • 

.;;. 1:; CONCLUSION, AL•JAZIRA OPii~E:S THAT 1t4 VIEW OF IRAN•S 
tr::TI:1cnv::: POSITION REGIOllALLY AND INT£P.NAT10NALLY FOR 
r;;~ !'URJ"OSE OF' POLI!IC/1L, ECO!;OIHC OR MILITAJ:Y STARTEGY 
rur;::rw>, PC..~CE AND SECURITY IN IRAN ARE VITAL F;l'l. THE 
~(;UaITy ,;:m TllAl'IQUlLITY OF T;:::: GllLF AND MIDDLE EAST 
Afi.i:AS. " llO ~:1.:: SAV: THE IRAiHAN PEOPLE, THEil! E:l".P'!:ROR 
A:;1 T;-iEIR GOVERNl·lC:llT CAN DO A:l'.'TiilNG TO S;:':CURE Si::CURITY 
PZACE AilD SLJI LITY FO:l !RAii AND ITS -PEOPLE AND CONSEQU• 
W'l'LY FOR T::::: ASP<:CTS OP THE SITUATION Ill THE GULF AND 
IHi: lliiGLE ::IDCLE EAST. " 
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VV ESA404BRA981 

00 RlXlMHR 
DE RUEHC 6433 Ol0034B 
ZNY SSS.SS ZZH 

0 100158Z JAN 79 
FM SECSTATE WASHDC 

SECRET 

TO RUQMKW/AMEMBASSY KUWAIT IMMEDIATE 5242 
RUQMAWAMEMBASSY MANAMA IMMEDIA'!E 3003 

RUQl'KJD/AMEMBASSY DOHA JMolEDIAT!i: 795B 
R!XlMBI/AMEMBASSY ABU OOABI IMMEDIA'!E 2340 
HUQf>Ml'/AMEMBASSY MUSCAT IMMEDIATE 6866 

HUC1-!NS/AMEMBASSY SANA DlMlIDIATE 1254 
HU~AMEMlASSY TEHRAN M>lEDIATE 9383 
HUSEQD/ AMEMBASSY rsLAMAI!Ao IMMEDIATE 3118 
mJQMBE!Am1BASSY BEIRUT n+IEDIATE 6310 
HUElfAM/ AMEMBASSY AM'>!AN IMMEDIATE 694 7 

HlJEIITWAMEMBASSY DAMASCUS Thl>lEDIATE 2638 

HUEHCR/USINI' BAGHDAD Mw!EDIATE 9519 
HUEH'IV/AMEmASSY TEL AVN IMMEDIATE 9711 

RUEHEXl/ AMEMBASSY CAIRO Ir+IEDIATE 3978 
RJFHMD/ AMEMBASSY MAI:RID IMMEDIA'IE °6290 
INFO RUQMAT/f\MEl\1BASSY A'lll'.ENS Il+!EDIA'IE 0334 
Il!JQo!GU/AMEmASSY ANKARA IMMmIATE 7401 
IlUUI'C/AMEMBASSY LOODON IMMEDIATE 6100 
RIJFNPS/AM™BASSY PARIS IMMEDIATE 5lBl 
hJFHOI/AMEMBASSY BOON IMMEDIATE. 2033 
H!!ElOO/AMEMBASSY MOScn/ IMMEDIATE 5280 
nt!QJ4RA/ AMEMBi\ssY JIDDA IMMEDIA'IE 6971 
l~JFHNA/USMISSICN USNA'I'O IJll.'llEDIATE 2004 

H!IEKJCS/SECDEF WASHDC n+lEDIATE 2666 
l~IEKJCS/JCS WASHDC IMMEDIATE 2320 
I~ 1::NAAAIUSCINCE1JR VATIIINGEN GE IMMEDIA'IE 

lllEOBSC/USM'IM RIYADH IMMEDIATE 

l&lJOOSA/CHUSM:rM OOAHRAN Il+IEDIA'IB 

In ICIMAA/CINCMAC SCaIT AFB IlL 1™EOIATE 

l~ICJAAA/USCINCRED MACDIIL AFB FL JMllEDIATE 

In JWI'EKA/CINCSAC OFFU'lT AFB NE IMMEDIATE 

l~l<.l®H/AMCONSUL OOAHRAN IMMEDIATE 2196 
1~ ~A/USI.0 RIYADH JM4EDIATE 1528 
!fl' 

·· E C R E T STATE 006433 

ACTION 

FM-3 
INFO: 

AMB 

00'1 

POL-2 

Jll1 

EC-2 
OR 

Aflll 

ICA 

DAOX:XXXX2 

MAAG-2 

CRU-2 

12/GMH 



ABU ll!ABI PASS IXJBAI 

E.O. 112065 AGL\'3 (DECLASSIFY JANUARY 11, 1979) 

TAGS: M'.Hl, SA , US 

SUBJECT: F-15 VISIT TO SAUDI ARABIA 

REF: STA'm 005400 (NOI'AL) 

1. YOO SHOOLD BE AWARE '!HAT AT 0800 WASHIOOIOO TIME, 

JANUARY 10, WE WIIL POST FULLWIID JOINT ANNOONC1lMENI' BY 

'lllE UNITED STATES AND 'IllE GOVERNEMI' OF SAUDI ARABIA OF '1llE 

VISIT OF 12 F-15 AIRCRAFT TO 'lllE KOOOCM MID-JANUARY. Arr 

mFSSEES MAY INFOHll HOST CJOVEmolE!f.l'S AT 'IBEIR DISCREI'ICN. 

2. 'IEXT OF JOINI' SI'ATEMENI': 

Bl1XlIN QOOl'E: AT 'IHE INVITAICN OF 'IHE ClClVERtMNl' OF SAUDI 

ARABIA, '!HE UNITED STATES WILL IEPLOY A SQUADR:N OF F-15 

AIRCRAFT TO SAUDI ARABIA FOR A SHOffl' PERIOD CF TIME IN 

MID-JANUARY. 'lHE F-15'S WIIL IEPI.DY 'iQ RIYAIH, 'IHE CAPITAL 

OF SAUDI ARABIA AND WII,L VISIT OlHER APPR::>PRIA'm ROYAL 

SAUDI AIB FURCE BASES OORIID 'lllEIR STAY IN SAUDI ARABIA. 

'IHE PURPOSE OF 'IllE IEPLIYMENI' WIIL BE FOR ~'J:[CN 

OF 'IHE F-15 AIRCRAFT. 'IHE VISIT IS A IE>DISTRATICN OF '!HE 

ron'INUIID Cr.DSE RELATIOOSHIP BE'lWEEN SAUDI ARABIA AND 'IHE 

UNITED STA'mS AND OF OOR nm;m;sT JiN 'IHE SECURITY OF 'lllE 

KlNlrx:M. END QUOIB. 

3. CCNl'OOENCY PRFSS GUIDANCE WJlL BE PROVIDED SEPIBL VANCE 

• 
fbll33 

SECRET 
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00 RUQi•IHR 
DE RUDTC 0904 0161754 
ZNY SSSSS ZZH 
0 R 161752Z JAN 79 
.... Alml3ASSY LONDON 

. Yt J C l E T 

TO P.UEHC/SECSTATE WASHDC If'114EDIATE .lC7~ 
UFO llUQf'iRA/ANE:f·l3ASSY .JI DOA .l8"8 
llUQl•1HR/Al1EM9ASSY TEHRAN 3428 · 
RUFllPS/AMEl'laASSY PARIS 46,9 
llUFH~S/AMEl'l3ASSY BRUSSELS 6369 
RUDKGPQ/AMEMBASSY TKE HAGUE 9887 
BT • 
S E C R E T LONDO"-. 00994 

DEPT ALSO PASS D(l&: 

USf.C 

LSO~:cD 

EO 120<i51 XDS•4, 1/16/99 (MORRIS, ROBERT J>. OR·&: 
fAGS: ENRG, SA, UK 
suaJ: SAUDI ARABIAN OIL PRODUCTION 

1. CS - ENTIRE TEXT> Si~lOR OFFICIALS OF TKE SKEL~ 
GROUP C?ROTECT SOURCE AND lNFORi'lATION> WERE IN SAUDI 
~.RA3IA THE PASf WEEKEND TO SECURE AN ADDltIONAL . 
ALLOCATION OF CRUDE OIL. AUTHORITATIVE SOURCES IN 
QiELL REPORT THAT PETROLEUM MINISTER"YAMANI RESPONDED 
THAT TOTAL SAUDI OIL PRODUCTION FOR THE FIRST QUARTER 
CF 1979 WOULD BE HELD TO A DAILY AVERAGE MAXl!'11M OF 
11.5 MILLION BID. SHELL llOTES TKE CONTRAST BETWEEN 'l'HIS 
~.TATEH:i:NT AND REPORTS CURRENT IN PIW AND ELSEWHERE THAT 
SAUDI PRODUCTION IS LIKELY TO COllTINUE AT OVER 10 
l'i!LLIO<~ B/D AS LONG AS IRANIAN PRQDUCTlON IS DOWN• 

2. PRESUl1ABLY THE SAUDIS WISK TO RESERVE THEIR OPTIONS 
AS LOllG AS POSSIBLE AND IN AllY EVEtlT WOULD NOl WISH TO 

.aE CASUAL AoOUT REVEALING TH&:lR lNTENTlOtlS. POSSIBLY 
TOO THr::' SAUDIS 14AY WISH TO FAVOR THE ARAMCO PARTNERS 
WITH AflY ADDED SUPPLIES. BUT IF YAMANI°S STATEMENT TO 
SHELL HEFLE~TS A FIRM INTENTION, TKEN SUBSTAtlTIAL 
Pi<ODIJCTION CUTS WILL SOON BO: FORTHCOMING. 
BREWSTER . 
sr 

0904 
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ACTION; 
ECON 5 
INFO• 
AMS 

·ocM 
POL 
PM 
OR 
ICA 
ADM 

.CRU 
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llWlY' l!SB02llltA357 
pp f(1l1lllR 

ri: euorc 11401 0241315 

~ &SSSS ZZH 
P·R 241313Z JAN 79 

FM AMl'lt!BASSY LC:tlDCN 

'.ro RJl!llC/SECSTATE WASHOC PRIORITY 3934 . 

lJll'O ~~ JIIDA 3024 
HQIH!VAMliMBA.SSY TEHRAN 3436 

llJQl!lllt'AMl!MBASfil' ~ 1711 
RJio11BS/AMEMBASSY BRJSSEIS 6416 

11Jl11'S/AME>IBA$Y PARIS 4746 
HJEllHO/AMEMBASSY 'IDKYO 6'1c;4 

RJQ!DV~ IJIAHRAN o882 
BT 
S E C R E T ~ 01401 

USEC 

E.O. 12065: XI:IS-4 .1/24/99 (STREA'ltfi, E.J .JR.) ~E 

TAGS: ENRl, SA 

SUBJ: SAUDI ARABIAN OIL PRJOOCI'ICN 

RE: A. STA'JE 9771 B. ~ 904 

l. (S -ENI'IRE 'IEKT)~ SENICR JmOON-BASED OWICIAL IN OOE 

CP 'lHE ARAMCO CCMPANIES (PRJ:Lml' SClJRCE ANO INFCR4ATICN) 

HAS PRIVATELY ~ AMAZlM!NT '!HAT SAUDI ARABIA IS 

MAKIW ALL OF· ITS CURREN!' EXCESS CIUE on. AVAILABIE '11'.l 

ARAMCO. WHILE IELICHmD AT 'IHIS 'lURN Cll' EVENIS, 'DIE OFFI-

CIAL SAib HE COOID NCYI' \JNIE'lSTAND 'lllE SAUDI MOI'IVATICN. 

·~ QUE'S't'IONED '!HE SAIWIS' JUIXm4l!Nl' IN 'lURNOO 'lHEIR 

BAC!JIB ON OIHER aJS'I'CMERS IN SUCH TlMES Cll' Nl!El. 

2. IN CCNmAST '11'.l '!HE SHELL DIPRE'3SICN RErA'll!D IN REF 

(A), 'lHE OFFICIAL , Rl!Xll!Nl'LY Rl!llURNEI> FRCM SAUDI ARABIA, 

lXXJfl1'ED ~ sA.bms 'l«JJLD BE J1IGllT CN A ~ARU!RLY 
BASIS AllOOT 'lHE .. 8.5 MILLI~ BID ANNUAL AVF1WJ'E ClJTPUT 

TARJEll', AT LEAST AT 'IHIS STAGE. BJT HE DIO REI'IIRATE 
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:IUolE:J.l!IOO WHICH NO lXXJBT J!MBAS.SY JIIn\ AND ~ 

NJENCIES FEAR FRl!l;JlENl'LY: '!HE SAUDIS ARE. Mqrl' ~ 

TAPIE AllOOl' PIUlJCOO AT lEVElS APPR>ACHINl AND CJi'niN 

EXCEEDim 10 MIILIOO B/D. 

J. IT 1t.WID APPEAR '!HAT SAUDI ARABIA 1 S lliX:ISIOO ID MAKE 

::Y.VERAL MILLIOO BID CF EX'IRA CFlJlE O!L AVAU.ABIE 'ID 

AllAMCO HAS SCME'lHIOO ID 00 Wl'lli SCPlnlim '11lE IMPACT CF . 

111E IRANIAN SlmlFAIL oo '!HE lJNI'lE) srA.m. 'IHUS, !Wm 

·n!E SUBTI.E5T SAUDI orsmCHANl.tlllENr wrm 'lllE UNI'lH> STATES 

IOJID SEEM ID HAVE A roIElfl'IAL FOO MARKED CHAIG'S IN U.S. 

OIL SUPPLY. 

llREWSTER 

If!' 

11401 

SECRET 

71 



NNNNVV ESA163BRA654 
RR RUQMHR • 
DE RUDTC 18778 12311144 
ZNY CCCCC ZZH 
R 8318't2Z MAY 79 
Fl'I AMEMBASSY LONDON 
TO RUEHC/SECSTATE WASHDC 7508 
INFO RUEHAM/AMEMBASSY AMMAN 1983 
RUEHAD/USINT BAGHDAD 11220 
RUEHEG/AflEMBASSY CAIRO 2182 
RUEHDM/AMEMBASSY DAMASCUS 8691 
RUSBLK/Af'IEMBASSY KABUL 1748 
RUSBQD/AMEMBASSY ISl..AflABAD 9881 
RUQflRA/AMEMBASSY JIDDA 3183 
RlllKBT /AMEMBASSY RABAT 8839 .,\ 
RUQltHRIAMEMBASSY TEHRAN 35112"".' 
RUEHTV/AMEMBASSY TEL AVIV 2726 
BT 
C 0 N F I D E N T I A L LONDON 08778 

E. O. 12165 a RDS-4 5/2/99 <BINNS, J.R.) 
TAGSa PEPR SA UK 
SUBJECT I ACTIVITIES OF SALIM AZZAM 

OR-P 

1. CC - ENTIRE TEXT> SALIM AZZAM, SECRET ARY GENERAL 
OF THE ISLAMIC COUNCIL OF EUROPE, HAS BEGUN TO BE VERY 
BUSY IN LONDON. HE HAS KAILED THE LIBERATION OF IRAN, 
EXCORIATED TKE EGYPT/ISRAELI TREATY, CALLED FOR TKE 
OVERTHROW OF PRESIDENT SADAT, WORRIED TO THE; 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 MILLIOW MOSLEMS LIVING IN 
MINORITY COMMUNITIES. NOW, WE ARE TOLD BY OUR EGYPTIAN 
COLLEAGUES, HE IS ORGANIZING MEETINGS IN LONDON ON 
MAY 23 AND 27 TO DISCUSS "LIBERATION OF THE ISLAMIC 
WORLD." SENIOR RELIGIOUS FIGURES FROM IRAN AND SAUDI 
ARABIA WILL ADDRESS THE CONFERENCES, WHICH ARE APPAR­
ENTLY DESIGNED TO EMBARRASS EGYPT YET AGAIN IN TKE WAKE 
OF THE ISLAMIC CONFERENCE IN FEZ. 

2. AZZAM CONTINUES TO BE ACCREDITED TO HMG AS A 
•I~ISTER OF THE SAUDI EMBASSY <FOR PUBLIC.AFFAIRS>. 
HE' IS, HOWEVER, AN EGYPT IAN BY BIRTH AND IS RELATED 
1;0, AZZAM PASHA. WE ARE TOLD HIS RELIG.IOUS VIEWS ARE 
~EMARKEDLY CONSERVATIVE CHE MAY BE AN IKHWAN MEMBER). 
HIS SISTER MARRIED INTO THE SAUDI ROYAL FAMlLY. 

3. SINCE THE ACTIVITIES LISTED ABOVE SEEMED UNUSUAL 
TO SAY THE LEAST, FOR A SAUDI DIPLOMAT, EMBOFF RAISED 
AZZAM"S DUAL MANUATE WITH THE FCO IN AN INFORMAL CHAT. 
THE BRITISH, EMBOP"F WAS TOLD, HAD COME TO THE SAME 
CONCLUSION. SINCE THE PRESENT SAUDI CHARGE IS NOT A 
FORCEFUL CHARACTER, TKE FCO KAS DECIDED TO APPROACH 
TKE SAUDIS IN JIDDA. IT MAY BE, AS TKE FCO MIDDLE 
EAST DEPARTMENT SUSPECTS, THAT THE SAG IS SIMPLY NOT 
AWARE OF TKE EXTENT OF TKEIR MINISTER"S EFFORTS 
HIS WARM WELCOME FOR TKE NEW "IRANIAN REPUBLIC" SEEMS 
Utl.IKELY TO HAVE BEEN INITIATED IN RIYADK. 

BREWSTER 
BT 
#8778 
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.... vv· ESA811Bli.4B'' 
,, aUQf!HR 
DI RUEHC 16171 1211144 
UY CCCCC ZZH 
' HIM 14Z MAY 79 
'" SECSUU WASHDC 
1.,0 Al.L llEAR EASTERll Alll> 

1Mar79 lZ 15·z 
SOUTH ASlAM DIPLOMATIC POSTS PRIORITY • • C 0 11 F l D E II T I A L &tATI 116178 

"lLl.OWlllG REPEAT JIDDA JOI ACTIOI Sl:CSTATE lllFO ANKARA 
COIAKRY DAKAR JAKARTA KUALA LUMPUR llOHDlSClO MAY 2 

QUOTE C O II F I D E II l I A l. J.IDDA J4H 

DIPT PASS Al.L NEAR EASTERN & SOUTH ASIAN POSTS 
' 

l, o. 12f116' I XDS• l 5/2/89 °CDAllU:LS Me GORDON) OR•M 
TAGS& PEPR, PORG, SA, &:G . 
IUBJECT1 CU> SAUDI ARABIA Alll> THE ISLAMIC CONFERENCE 

REF1 JIDDA 3297 

I, CC • ENrlRE TEXT>. 

I, DURING MAY_l.ME&:TlNG EMBASSY POLITICAL OFFICER DIS• 
CUSSED FEZ ISLAMIC COIFOHCE WITH MfA IASTF.RN AFFAIRS DIR• 
ICTOR AHl'IAD SlRAJ. SlRAJ SAID THAT SAUDI ARABIA WAS SEND• 
lllG A STRONG DiLEGATlON COflPOS&:D OF FIVE FOREIGN MllllSTRY 
OFFlClALSI FOREIGN MINISTER PROIICi SAlll 1 DEPUTY FOREIGN 
MINISTER ABD AL•RAHllAll llANSURl, DIRECTOR OF INTERNATIONAL 
OllGANIZATlOll AFFAIRS, SAlllR SHlHAll, DIRECTOR OF lNFORl'IA• 
TION AFFAIRS ABBAS GKAZZAWl , AID DIRECTOR IF ISLAMIC 
AFFAIRS SHAYKH AHl'IAD MUBARAK. iECASUE OF SHORTAGES IN 
SPACE IN FEZ, MOROCCAllS NAiil ASKED THAT ALL DELEGA· 
TllONS BE LIMITED TO FIVE. · 

3, ON THE QUESTlOll OF EGYPll•llMEHBERSHlPL SlRAJ SAID 
THAT SAUDI ARABIA WAS LEGAttlt~OUllD TO QIJljERVE THE DECI· 
SllONS OF THE BAGHDAD COIFERENCE. HE SAID THAT IF EXPLICIT 
Ql£STIOll OF EXPILSIOI OF iGYPf IV&:R COMiS TO VOTE, SAUDI 
ARABIA CAllll'OT BE EXPECTED TO BREAK ¥~TH ARAB CONSENSUS. 

PoL~ 
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'*• SJRAJ·AW)ii) IllAT Hi ~ iiii,.Jl~~,,,P.U~•I llli .. 
EXPl.ILSlON 0, EGYPI VAS to llAVI ..,..,... .... 1ura RESIST 
SUCH A l'IEASl.ltE ON IHE BASIS 0, DEFUSE 01 THE ISLAMIC CON• 
PIREICE CHARTER. <COIV'IEllI1 THAT CHARTER. HAS NO PROVISION 
FOR IXPl.USlbl OF ANY "U8.I" STATE.1Rott l.lii. ISLAMIC.COll'FER· 
ICE AllD SAYI THAT EVDY "UIL.lM iTAtl! 1s···1ua~au to olOIN 
THI COllPlllll(:E. 01 fllU aAUf_!~U CAJ' JI CILUllll llAT 
llYPf CAtMIOI' 11 EXl'll!UI Al'tlUl!lll>',AI lt ll'WtAlllt1K ""8Lltt-
~.U. . . ...... •' .. 

. ,. saa.1 aa1D ·tHAt 10 •a1 ·1unrCA1 ii 'nr1cu1> To RAISE 
IUCH Al lSIUS. But tHAf Ir 't:JIOUUI ·IJOll•ARAB STATES RAISE 
llRIOUI 01.1Ecr!o1s BASED 01·~.:Pllil or THE ISLAMIC CONFER­
llCE CHARTER 1~SAUD1 Af!AllA ec>ll.1: llli.P PREVENT THE EXPl.USION 
1$81& P'IUIM CUl'IUG TO A VQTI 01 TMC 91tOUIDS THAT SUCK A VOTE 
iCULD DAftAll lSLNlllC •OL..l!>A&.UY. . . 

'- POLITICAL. orn.cu "'°llTID our tKA? llOll•ARAB STATES 
VIRE UllLIICILY to UtlDERTAd IUCM,AlfEP ON TK£IR OWll WITH­
OUT ARAB SUPPORT. At PREVIOUS l .. a.lc FOREIGN MlllSTERS · 
CONFEREllCES THE ION-ARAI STAUS KAVE BEEN UNWILLING TO 

'! ., 

ST llVOLVED U ARAB QUEiTIOIS AllD HAVE QllERALJ. Y GONE , ,,, 
-.011G WITH RESOLUUOll, 10 llAtlER II'* EXTREME, WHICH THE ARAB 
STATES PROPOSED. SlRA.I AlllllTUD THE EXISTENCE OF THIS 
FRO&EN, BUT SAID TKAt IF SIXlH STATES AS PAKISTAN; INDONESIA, 
MALAYSI~! SENEQAL,.OR 8UillA WOULD RAISE ISSUES 0 CHARTER 
AID PROca;DLRE, A COMPROMlll KllHT BE POSSIBLE. HE 
llOTED THAT THERE WASllO CHAICI OF IRAl 0 S BEING HELPFUL. 

7. COMMEIT I AT 19'78 DAKRA l&AMIC FGRE181 MINISTERS 
COllFEREICI; .IOl•ARAB HtlOll IAf OI fKElR KAllD WHILE PLO 
AllD ITS AU:lES RAii THROUGH THE llOIT EXTREME RESOLUTIONS 
ON MlDl>LE EAST llUESTlOIS.AT THlAT CONFERENCE 0111.Y EFFEC-
TIVE Act 101 BY MODUAUI OCCIJIRID U HORN OF ARFICA DEBATE, 

'WHEN SOMALIAi_SAUDI .. All~ IVl>AI~ AID IRAN FELT THEIR 
VITAL lll'l'EflEliTS VUE AP'FE!nOo Al.THOUGH lT MAY BE WORTH 
A TRY, IHE ISSUE OF DEPIHE OF tKI lSLMlC COllFERERCE 
CAHRTER WILL PROBABLY IOT KAVE SUFFICIENT FORCE TO CREATE EFFECTIVE 
RESISTEllCE TO ATTEMnl TO IXPIL HYPT FROl'I THE CONFERENCE. 
IF THE \/ITAL INTERESTS or THI ION-ARAB llATIONS ARE NOT 
AFFECfED IT IS UILIXELY THAT TllEY WILL GET INVOLVED 
II WHAT THEY COlllDIR Al lltRA .... AB DISPUTE. 

UNQUOTE VANCE 
sr 
16178 
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•••••M:MTIOf\ 

PIL II_.. TIOM 

CONFIDEmAi. A-32 

: I>epart:mnlt of Stat• 

Embasai•• Ankara, Jakarta, ~la Lumpur, Lago•, 
USLO Riyadh, Amcontul · Dhah-ram 

126050 GDS 5/15/85 (Li1"bert, John) OR-P 

: Ame:mb4aay Jidda DATEo MAY 21, 1979 

SUBJ~CT : Saudi Arabia~ Forces oL 1..n•u~ .. 
~==+=,...__,....., , DEPT PASS ALL NEAR EAST & SOUTH ASIAN POSTS 

Jidda 3379 (llOTAL) 
I 

SU'MARY. Recent government measure a taken to enforce ~ 

~:~~;s 1 {~~~~ :t::~~~· ~~1c!:t .;!:~:~a~:e b:::~ ~~:f~~ 
~~n~!::;~t!~:n:f f:::r:~z:!~i•:?;;:!. be Tft~!!i~!:~!J: 
i~~l~g!u~!1..~~:o:;n;a~i=~~~ue~a!i~~!'in:~~:~r'on = 
of cc::xnpulsory military servic•. corruption in high levJlis 

~i~h;r::!:!Y t:'~,,!~:t;an~~:~:t:~:d a~0if\:r!:~f!,f;r­
-::=pii:Ujiwi<\==J..- m~~h~~~~::d t:kt:~!Uch ~~°':f~c~~ ;:::!r;:V:!1i::~~ing 

Muslim children from intemational schools and banning 
mixed bathing in Jidda hot~l avi.-ing pools, the govern­
ment may not be able ~co-Ettd .. 1t or control the deeper 
currents bringing s~tal change• to the KingdOtd. End 
•uaaary. · 

lNTRODUCTIQi 

In ref tel we argued that the phrase "Islan:ic revival" 

~~.l T~~iv:r.ly ~1. s::;.:;•:~_:t:r~h!~l:;~~~~ ~~ n~ed 
examine some basic forces in Saudi society which are 
bringing social changes to Che Kin~dom. The recent 
'ctions of the government 1n eaforcing public obaer­

/Vance of Saudi Isl•ic cl,Jlltom appear to us to address 
only the most .-u'f)erficial mmifestations of .'iocial 
chan'le without addressing mare basic tssu('s and 
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problems created by the rapi.d economic development of the 
Kingdom. 

Recent measures intended to preserve the Islamic traditions 
Saudi Arabia are mostly ineffective attempts to stop a stron 
and deeper current in th~ opposite direction. The Saudi gov 
ernment has no coherent policy for dealing with perceived 
threats to traditional society and remains divided over its 
social priorities. The government has responded to these th' 
by a series of temporizing measures whi.ch 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 imp0 se a Wahhabi ve 
sion of Islamic orthopraxy on the Kin~dom, there are basic 
forces at work for social chan~e--forces, which the governrnen 
has been unable to resist. · 

FOREIGN STUDY 

Although the immediate social effects of foreign study are 
debatable, there ls little doubt that prolonged exposure to 
Western patterns of thought and behavior by large numbers of:' 
young 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 n1.DDbers of Saudis studying abroad. Although' 
encouraging students to take their families abroad may help ; 
voung men resist the grosser temptations of 42nd Street, the 
stuaents will ~Lill be exposed to influence of the less obt 
sive Western ways. 

There are presently about 10,000 Saudi students 1.n the Unite 
States under Ministry of Higher Education sponsorship. In 
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 Mi11illtry of Inter 
Although these numbers are not large in relation to the Saud 
population, on completion of their studies members of this 
group are likely to assume positions of considerable i.nfluen 
in the society. As this group grows in size and {nfluence, 
it could become a force for change, if not social or politic 
then at least in, the. fields of operation and management. ' 

9S ~ HV ll lf &!S 
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CONSCRIPTION 

Al though there is nothing strictly un-Islamic in introducing 
•military conscription system to Saudi Arabia, the military 
authorities involved have had to defend themselves against 
charges of theological innovation (ibtida'), a heresy in 
nnhodox Islam (cf. 78 Jidda A-77). Conscription could mean 
11 social chan)!;e of considerable ma~itude when younp, Saudis 
ire expected for the first time to render some service in 
return for government generosity. Althouii;h many Saudis wel-

' ,·,ime con!;cription as a method of instilling a sense of dis-
<i pl ine, duty, and purpose in the young, these sentiments 
111.,y not be shared by the youn~ people thems.=lves. Although 
details of the plan have not been released, there could be 
rroblems if conscription is seen as favoring one social grnu? 
.1 l the expense of another. 

r'ORRUPTION 

11w recent manifestations of concern for public morality, 
.,..j th tougher sentences, including floggin11;, for l!lorals off en -
,;es, have not dealt with the more basic social problem of 
corruption. Although news of misbehavior of pdnces and high 
officials is carefully kept out of the local .press, the increa­
~ing availability of news from foreign sources has overcome 
all attempts at censorship. Holes in foreign newspapers 
arouse curiosity, and intact copies of such papers smuggled 
~rom 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 
nrctinary cici:c.en. However, corrupti.on i.s still a problem 
with serious politi.cal and social consequences. AlthouRh the 
;,overnment has announced anti-corruption measures. it remains 
to be seen how effective these will be. If 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 ls threated, it is not 
certain t:hat the family possesses enough internal discipline 
ro control the acquisitiveness of some of its members. 

It appears that the go"irernment is still concentrating its 
efforts on superfici.al questions of morality while ignoring 
basic issues. The eventual effects of uncontrolled economic 
corruption on Saudi sociecy would be much more drastic than 
the effects of allowing: for examp_l-e, foreign Muslim child·ren 
to attend international schools. Saudi Arabia's social sta­
bility is baaed not on any police apparatus or on a population 
terrorized into indifference, but on a. high degree of consens 11s 

CONFIDENTIAL 

77 



CONFIDENTIAL 

on the nature of the state, on the role of religion, and on 
the value of preserving Islamic traditions. Corruption and. 
indifference arnong those leading the society could weaken ,. 
that consensus and call into question the lee;itimacy of the' 
position of the ruling family and its aEies. 

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 physi.cal and social isolation of the foreigners. 
and the Saudi's self confidence that protects him from imi- 1 

tation of the West in the manner of the Iranian ~harbzade , 
(West-infatuated). Nevertheless, the Saudis wil soon face\ 
some critical questions concerning resident foreigners. '. 
The nature of the foreign presence will change as society's. 
economic activities evolve from building infrastructure pro1 

jrects to operation and maintenance of industrial, petroch' 
ical, social welfare and communications facilities. Most 
observers believe that in the next 10-15 years the Saudi 
economy will become more, not less dependent on foreigners.) 
These foreigners will no longer be casual .construction labO: 
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 had'., 
any effect on the basic question about what kind of society;, 
Saudi Arabia should be in the next 10 to 20 years. If no .;: 
rational policy for dealin~ with the foreign presence is ·:i 
adopted, Saudi Arabia may find itself permanently dependent· 
on a 2rouo of hi2hlv-oaid foreign mercenaries to operate it, 
essential services. Some thoughttui ~aud1s are aslting wne( 
they (the Saudis) should become a permanently unproductive . 
class whose main function will be signing checks for forei 
ers. However, the government's only response so far has ~· 
been limited to steps such as removin~ insidious Western .t/ 
influences as "Six Million Dollar Man' from the local tele~11 • 
vision. · 

CONCLUSION 

The Saudi Arabian Government feels that it must maintain a {\ 
delicate balance between continuing its economic moderniza~ ,\ 
tion program and protecting the traditional social structur 
of the Kingdom. It appears that in order to achieve the ' 
latter goal the government ha~ t~ken 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 responsible fot defending;! 
public morality, is involve~ in only the most perlpheral wa · 
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 ~ather strength. If the government is going to resist 
or control these currents, it will need to do much more than 
install darkened glaaa on girls' school bus windows. 

DANIEL~ .iJ .t,, 
'L. 
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lMNVV ESB059BRA96L 
RR RlQoH! 

IE RJmFO #0347/01 1290209 
ZNR UUUUU ZYN 

R 090207Z MAY 79 
FM USINFO WASHDC 

'Itl RJEHJW'AMCOOSUL JERUSAlDI 

~/AMEMBASSY BEIRUT 
~lAMD!BASSY Al+IAN 
R!EllEY/AMEMBASSY CAIRO 

RUQolB.AIAMEMBASSY JUDA 
!UllQ<B/AMEMBASSY 'TUNIS 

~.AMEMBASSY KRARICUl 
iu:;i.n<W/ AMEMBASSY KUWAIT 

RU~AMEMBASSY TEHRAN 

~/VSICA IBL AVIV 

RUEHUS/.AMEMBASSY DAMASCUS 
fU;lMrr/ AMEMBASSY 'l!lIPOLI 

RU'1"NS/AM™BASSY SANA 

!UQo!BI/AMEMBASSY ABU DAHABI 
RX1"IOD/AMEMBASSY IXllA 
~/AM!*IASSY lllJSCAT 

RU<W\W AMEMBASSY MANAMA 

RlFlf.1R/ J\l®1BASSY RABAT 

Rl!FmS/AmtllASSY Al.GIERl 

BT 
UNCLAS SF.CTION 01 OF 02 

USINF'O 

EO 12065 N/A 

USICA Fl'.lR PAO: FRClll PGWPPN: 

(FOLW.irm F'S MATERIAL Nor FOR PUBLICATICN) 

THE FOLI.O.fIID REPORI' BY OSWAUJ JCllNS"lUf, HEADLINED: 

"U.S. RECALLS CIA OFFICER 'IO AVOID RIFT WI'lH SAUDIS, APPEARED 

IN THE LOS AmEIES T1MFS OF MAY 8: (EElIN 'l'EXT) 

WASHING'roN--THE CARIER AIMrNIS'IBATICN .ANJQ:OOS TO HEAD OFF 

A DAMAGING FUBLIC DISPU'IE WI'lll SAUDI ARABIA, HAS t;lJIETLY 

RECALLED THE CIA STATICN CHIEF A'ITACH&l 'ID 'lllE U.S. EMBASSY IN 

JIDDA, U.S. QFFICIAIS SAID MCNDAY. 

'IHE CIA AGENT, WHOSE :rr:enT1'Y CMIICIAI.S FOUSED TO DIVUI.OE 
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HAD BEEN MARKED FOR I«Jl'MAL EXRJLSIOO BY 'lHE SAUDI l.F.AIERSHIP, 

WHICH HAS BEliN AmERED FOR !«J!lE '!HAN A M'.lm{ BY REPORl'S IN THE 

U.S. PRESS CF SPLITS IN 'IHE ARAB NATIOO'S RJLn«l FAMILY. 

PARI'ICULARLY DAMAGOO 'ID u.s.-SAUDI RELATIOOS WAS A NEWS 

REPORT IAS'I' llKNlH IN 'lHE WASHOO'lm POST QUOTOO UNNAMED U.S. 

CFFICIALS AS EXPRESSOO FEAR '!HAT CRCWN PRINCE PAHD, VIlllED BY 

SCME IN 'IHE CARIER AIMINIS'IRATICN AS 'IHE PRO-AMERICAN "SIBCW 

MAN 11 CF'lHE SAUDI P«:NARCHY MAY BE UlSING HIS GRIP. 

'IHE REPORl', DISAV™ED BY C7lllER AMERICAN OFFICIALS FAMILIAR 

WI'Ill 'IHENA'IURE OF SAUDI coo.sEN.stJS POLITICS, IS m:MN 'ID HAVE 

STRUCK A SENSITIVE NERVE IN 'lHE SAUDI lEAIERSHIP: '!HIS 

EPISODE CCME.S AT A TIME OF GROUNG STRAIN BE:1WEEN 'lHE 

UNITED STATES AND SAUDI ARABIA, 'IHE CHIEF U.S. OIL SUPPLIER, 

OVER 'lHE AMEllICAN ROLE IN ARJW¥JIOO 'IHE PEACE AGREDIFNI' l3E'I\<IIBN 

FJJYPI' AND ISRAEL. 

MOST !UOOI.E EAST SPECIALISTS IN 'IHE GCJVERtH.Nl' WARN '!HAT 

THE SAUDIS SHCXJI.D NOI' BE PRESSED nm:J ACCE:Pl':IID A U. S. POLICY 

WI'IH WHICH 'IliEY STROOOLY DISAGREE. NE.VER'IH£IBSS, THE SAUDIS 

HAVE IN'IBRPHE:l'ED SCME VOICES IN THE WHI'IE HOOSE, 'IHE POO'AGGtl 

AND CONGRESS AS COOSTI'lU'l'm} A PRE'SSURE CAMPAIGN 'ID INllJCE 

'IHEM TO ENDORSE 'IHE PEACE TREATY. 

A NEPHEW OF PRINCE FAHD, PRINCE BANDAR BN SULTAN, WAS IN 

THE UNI'l'ED STA'IES CN C7lllER BUSINESS WHEN 'lHE REPORT ON 'lHE 
U.S. FF.ARS OF A SAUDI SPLIT APPEARED. SO GREAT WAS SAUDI 

SENSITIVITY 'lliAT BANDAR WAS INS'lffiCTED TO SEEK ASSURANCE FRCM 

ALMINISTRATION HIGHER-UPS '!HAT AN OFFICIALLY SANCTIOOED ANTI­

SAIJDI CAMPAIGN WAS NOI' UNIER WAY. 

IN SAUDI ARABIA, MAJOR NOOP~ 00 NO!' PUBLISH. REPORTS 

OF' SENSITIVE FOREIGN POLICY ISSUES WI'IHOOT OFFICIAL 

SANCI'ION. APPARENI'LY, MANY OFFICIALS IN RIYAil!, 'lliE CAPITAL, 

!!AVE D:p<'FICULTY BELIEVING '!HAT A REFreT IN A MAJOR AMERICAN 

NEWSPAPER COOLD BE CARRIED WI'lllWl' 'lHE ENIXJRS»IENl' OF 'IHE U.S. 

SAUDI DISPLEASURE FOCUSED 00 'IHE CIA-STATION CHIEF, U.S. 

OF'F'ICIALS SAID, !ECAUSE HE WAS KN3ftN 'ro HAVE BEEN MAKim 

INQUIRIES AOOUT 'IHE EXTEm' CF DISSENI'ICN AM:m 'IHE FOOR BlfJlllER3 

WHO rxroNATE 'IHE RULING FAMILY: KING KHAIEID AND PRINCE FAHD 

( OOlH OF WHCM ARE KtDIN 'ID BE IN BAD llEAL'IH), AND PRINCE 

flT 
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ABOOILAH AND PRINCE SULTAN. 

ANNOYANCE APPARENI'LY WAS HEIGHI'ENED BY THE FACT 'lliAT THE 

NEWS REPORT CONTAINED REFERENCES TO INI'ELLIGENCE REPORTS FRCM THE 

CIA OPERATIVE 'lliAT FOCUSED ON FAHD'S Pl'.XJR HF.AL'lli. 

THE STATION CHIEF BECAME A 'IBAGET FOR RETALIATICN AF'l'ER 
LEAKED VERSIOOS OF HIS REPORI'ING BECAME Jll.NTIFIED AS A SOORCE 

FOR AN ARTICLE 'IHAT 'lliE SAUDIS FaJND OFFENSIVE. 

THE INITIAL REPORr CF THE AIMrNIS'IBATION' S I:E.CISION TO 

WI'IlIDRAW THE CIA MAN WAS MAW PUBLIC LA'IE !Ml' WEEK BY C00D 

Ml'.YER, A RE';'IRED CIA Ofi'FICIAL WHO l'«Jrl WRI'IBS A NEWSPAPER COialN. 

ACCORDING 'IO ME.'YER'S REPORT, WHICH WAS REPEA'IED OVER 'lHE 

WEEKEND BY A NEWSPAPER PUBLISHED IN KUWAIT, THE SAUDIS 

INITIALLY INI'ENIBD TO EXPEL THE STATION CHIEF AS A F'ER.'300A 

NON GRATA. 
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FERARim '!HAT, 'IHE EXPULSION ~ LEAD 'ro AN lMW!RASSil\U · 

PUBLIC SQUABBIE, U.S. DIPLCMATS :nmEAD NmOI'IA'l'ED A <;.tTIEr 

WI'IlIDRAWAL. 

Acm'.lollEOOil\U 'IHE ARRAIDEMENT 1't:lNDAY, Ar:fllINIS'rnATION 

OFFICIALS AUlO CCNFil"1ED 'lllAT 'lllE CIA OPERATIVE IS tn.r IN 

WASHioon:N 00 "llGIE LEAVE" AND 'lllAT HE WIIL BE REASSIGNED. 

ONE IRRITANI' IN 'lllE EPISOIE IS 'IHAT FEl¥ MIDDIE EAST 

SPECIALISTS IN 'lllE AIMINIS'lllATION SHARE 'lllE VIEW 'll!AT 'lllE 

SAUDI MONARCHY MAY BE RIVEN BY DISSENSION. 

'lllE PREVAILIID VIEW AM:N:l SPECIALISTS, RA'lllER, IS 'IHAT • 

'!HE FOOR BROit!ERS-ALL SOOS CF KWJ ABOOL AZIZ IBN SAUD-SHARE 

AIJIHORITY ACCOODIN'.l TO A SYSTEM BASED PARTLY ON SFNIOOITY AND 

PP.RI'LY ON COOSENSIJS. ACCORDOOLY, IT IS BELIEVED 'IHAT Alff VIE"1 

1llAT FAHD COOID BE TAGGED As ''WASHIID'11'.:H' S MAN IN 

RIYAI1111IS PURE IEUJSION. 

NEVERmEI..FSs, 'lllE SAUDI S!mSITIVITY 'ro REPORl'S CF DISSENSIOO 

TN 'IHEIR RANKS IS ACUTE. lXJRil\U 'lHE SAME WEE< IN WHICH 'lllE 

F.XPULSIOO IDIAND FIRST WAS lOOOED AND IN WHICH PRINCE BANDAR 

WAS SEEKIID ASSURANCES IN WASHim'lnl A RARE INmRllIEW SE:l' UP 

F.XPRESSLY TO CaJmER 'IHE REPORTS WAS ARRAOOEO BY AOOlllER CF 'lllE 

~OUR BROIBERS, PR:m::E ABOOLLAH. 

ACCORDING 'ro. S04E ACCOONI'S, ABW1LAI!, CCMWi!llR CF '!HE 

::AUDI NATIONAL GUARD, HAS EMERJED AS FAHD'S CHEIF' RIVAL. IN 

AN IN.lERVIEW DIS'lllIBU'lW BY 'lllE BAHRAIN-BAS&> GULi' NEl*S 

AGENCY, WHICH IS CAREFULLY ~ IN 'lllE WEST, AB00LLAH 

A.'oSERTED '!HAT 'lllE ~ IS "UNI'IFD IN OPINION, SPIRIT, 

r l\JECI'IVE AND PERSPECTIVE •• , • I HAVE NO EXIS'l.DICE EXCEPT 'lllIDXlH 

1HAT OF MY BlrnllER, HIS HIGHNES.S PRINCE FAHD. 

(mD 'IEXT) 

(PRECEDING FS MA'IBRIAL NCJr FOR PUBLTCATIOO) I'IT!M 
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E.O. 12065: ans 5/9/85 (SIGNER JAC!(S(li L) ~E 

TAGS: ENRl OPEC SA US 
SUBJ :DISaJSSICN OF IRANIAN SHam'ALL WI1ll MINPEll' OFFICI.W> 

HEP: (A) S'l'A'IE 95864 (B) STA'l'E 107272 (C) J100A 3544 

1. c - mrIRE 'IBXT. 

2. USLO ECctl OFFICER'AND ~ PE'lR:lIEllll RE'PORl'IID OFFICER 

HAD HaJR LOO COOVERSATICN WI'IH CHIE7 ECCKMIST OF MINIS'mY' OF 

P!:l'R)rEaf AND MINIERAI.S, FA!nJK HUSSEINI, AND SENIOR IDJNCMIST 

SULF.1MAN AL-HERBISH 00 MAY 6. mAW!MJ CN POINl'S COOI'AINED IN REF A 

MIASSY CPFICEre EXPRll'SSEP CCNCERN C1'1ER VER'i TIG!fl' 'o«lMll SUPPLY 

SI'ruATIOO WHICH WAS Bl!XlINNOO 'IO SHOli UP AS AC'lUAL PRCU.Jor SHORT­

NIFS IN SGIE AS WELL AS BEOO M CIJJSE <P INS'l'ABII.ITY IN 
CRUI:£ OIL PRICES. 

3. WHEN ASKED WHAT WAS '!HE SAUDI \Im OF CUF!Rl'Nl' IRAN!AN f"l'(DICTIOO, 

HUSSEINI REPLIED '.!HAT 'IBEY BELIEVm> IT 'ro BE 4 MILLICW BID PWS 

ENOOGH FOO. !Xlo1ESl'lC COOS1H'r!OO. IM'QJPS sAro 'n!AT, AL'nlrulH WE UNIER­

S'IOOO THAT 'ro BE '1HE IRANIANS I Sl'A'ml GOtl.L AND 'll!AT PIUlJC'l'!OO HAD HIT 

mAT IEVEL BRIEFLY AT r:EASr Cl«:!, IT WAS OOR BELIEF 'mAT IRANIAN EXPOR1' 

PJUXJCTICN WAS sriu, CCNSIIEWILY BEW# 'l1!E 4 MIILICN BID MARK AND WAS 

'1HE PRINCIPAL CAUSE OF '11!E CllRREtfl' TmHl' SUPPLY SI'lUATIOO. 'ItlEREFORE, 

A comNATIOO CP SUCCESSFUL CCHll!l'IVATICtl·MEAsuRE MID crnr:rnuoo HIGH 

WIE[.'3 CP ~ l«Xli.D Bl!: lW1I1!mJ 'ro STABILIZE 'lHE 1'lJRl:D O:i;L MARKET 

4. irusSEINI ~ o:t1Sit1!RABtE INl'ERE'ST AND SCME MID SKEP'l'ICT~,M 

'·&4 



OVER l\MERICAN EFFOOTS AT CCHSERVATICN !N LIGHT r:l' FIR.5'!' <;.1JA!m:R US OIL 

DEMAND AND IMPACT FIGUfE~i CW!'AINED IN APRIL 30 ISSUE CF "PElIDWJM 

INTELLIGENCE WF.:l'l(LY. " EMBOFFS WEm!; ABIE ro romr oor 'll!AT, AL'IBOOGH 

OVERALL I»IAND HAD ~ 'ro INCREASE, UlE FI~ AI.SO COf.l'AINED 

EVIDENCE 'IBAT TllE i'mlIENl'' S PKXlRAM 'ID SUl!SlTlVl'E NA'IURAL GAS FOR 

RESIDEUAL FUEL OIL APPEARED TO IE TAKim JaD IN '!HAT ~ F<R 

RESIOOAL FUEL on. AC'IUALLY lEJLINED WRDll 'ffiE 5"' muoo. WE 'lHl'N 

~ CJlllER ASPECTS OF '!HE FRESIIJ!Nl.''S li?l!B'.lY ~ATIC!I PRO'.}RAM, 

ITS EXPECTED RESULTS, AND 'mAT ITS GR.EA~ 1Ji/.PA<Jr WOOLD BE APPARENr 

LA'IER '1l!IS YEAR. ~. INASMUCH AS 'lHE SUPPLY SHCffi'AGE WAS WI'lll 

US RIGHT "kw, WE JIKlS'l' IJ!MfDIA'lE NEED WAS 'ro fl!BUIID ~ :mvmroR-

I ES 1U PREVENT OClfl'INUIJ«l Slt::RrAGl!S. HllSSEINI nm:RJEC'lED '.!HAT HE 

AGREED 'IHAT INVOOURIES. ESPEcIA!LY IN 'IHE us' WERE ABJalMALLY w,.i. 

5. HUSSEINI SPEUJLA'IED 'llJAT 'IHE CXNr!NUmJ INCREASE IN US 

DEMAND WAS 'IllE RESULT OF FAillJRE OF CYlHER TYPES OF mm:JY 'IO BEAR 

'IllEIR FAIR SHARE OF 'IllE US ENER1Y BALANCE. AL'll«XJGf! HE CONIEJED 'lllAT 

GAS HAD APPAfll!m'LY BEEN REPLACOO RES:,OOAL FUEL OIL, HE ~OOED 

WHErnE1! n®lE WERE A!ElJA'IE IOlFSI'IC GAS SUPPLIES 'ro COO'INUE 'IBIS 

TREND. 'l'HIS CGlMENr WAS POOlOOJE 'ro A DISCUSSIOO CF SAUDI ARABIA'S GAS 

GA'IHER!NJ PRaJECT, AND '!HE PC1IENl'IAL FOil LFG '1'I'.) PlAY. A SIGNIFICANI' 

ROLE IN~ ENERlY BA!.ANCE, HUSSEINI POim'ED 0171' 'IHAT 'lliE FSI'IMATE!l 

14 BIILICN 00 COST CF 'IllE GAS GATHEllOO PROJECT WAS GREA'IBR '1HAN 1!lE 

VA!JJE OF AU.. '!HE CURREN!' OIL POOWCOO FACILITIES IN SAUDI ARABIA, 

'IllAT lGP l«:XJID REPRESEm' A SIGNIFICANT AOOITION '!O '!llE l«lRID ENEIDY 

BALANCE IN '!HE COONJ YEARS, AND THAT PROPANE ANO BJI'ANE HAD BECCME 

UNDERVAUJED IN RE'SPE:C'l' '11'.l earn CRJIE AND NA'!URAL GASOLINE PRia;s. 

EMBASSY CF'FICERS RESPOODED '!HAT GREAT UI'ILIZATICN CF LFG, AT !EAST IN 

'rnE VNI'mD STA'.ZES, WAS JEPEl'/.lEN'I' UPOO !3Cllll a:MolERCIAL AND REtlULATrnY 

FAC'IORS, AND 'IllAT WE· \>OJID BE HAPPY 'ID EXPUl'IE 

'lllFSE MATl'ERS :ruJmlER WI'ffi '!HE MINIS'lRY. 

6. CClft!ENI': l«JmEINI A.PPEARIID 'ro UN!E'mANP OOR PO!NT '!HAT WFSl'ERN 

CONSERVATION El'WRI'S ARE ~y U'.Nl !UN ~ AND WAT 

COOPERATICN FlD! PRC:aJCER:l IS ~ 'ro ·~ATE FU'\ 'rnE :MIED-­

IATE EFFFCT$ CF 'IllE IRANIAN SHclrrFA!L IN CllIE! 'ID STABILIZE WE MARKS!' 

AND PRCJVIt£ A CHANCE FOR CUISUMlJll NATictlS '!O F!EBUIID INVmroRIES. 

OONEVER, HE REFRAINED FR!:M CGHNl'lm Cfi WHAT '1HE SPECIFIC SAUDI 

RESPONSE 'ftUJUl BE. 
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/IRE 'l'llE Ji'lflS'l' WE HAVE !IF.ARD IN ANY rel'AIL F!01 A SENIOO. MINISl'RY 

OFFICIAL. AL'IHCWH 'mE PROSPEm' PM '1HE SAIE CP ll'G HAS ~ fG!XllJtld\ 
SUBJECT OF COOVERSATION WI'lH PETRCMIN PRDJCl'IOO AND MARKl!ll'OO 

CFFICIALS, 'IBIS IS '!HE FIRST TlME THE ISSUE HAS IEl!N RAISED AT POLICY 

LEVEL. IT IS OOR IMP!ElSI<>I '!HAT '!HE M!NIS'lRY IS LOCKlltl Kr '!HE 

CURRIWI' SUPPLY SI'IUATION AS A ~ CP ~ THE PID3P!CTS ll'CR LPG 

SAIES. 'IHIS lOlID IMPLY nlAT '1HE SAIJDI HAVE AN !N'mREST IN MAINrAIN­

Itll A CERTAIN rfl'.lRm OF TIGmtll!SS IN '1HE 'o«lR[D CRJlE SUPPLY UNl'IL '1HE 

OAS GA'll!ERING ~ 00ES CNS'lllEAM IN MID-1980. ~ '1HE C1lJlm HAND, 

QF«:rrlINJ SAUDI FOLICY-IBVEL ~IN EXPANDOO LPG SAIES MAY 

POOVIlE US WI'IH AN OPPOR'IUNITY 'ID BRCWEN '1HE DISCUSSIOO CP FUTURE 

SUADI PRODJCTIC1l ll.VEL'> BY INCllJDOO AN EUM!N1' CP SAUDI SEIF-INl'l'IfES'l'. 
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l.!MITED CFFICIAL USE JIIDA 3893 

t:.o. 12065: NA 

TAr.S: F.CON, EIRJ, MA$ 

:1 ~\TECT: DISCUSSICJll WI'ffi FRl!2DI DCM , MR. Pil!HlE LAF'RAi«::E <JI OIL 
ANll AIMS 

I. 'lliE FRl!llCH EJ4BA$SY• S tEPIJlY. CHIEF CF MISSICft, MR. 

I' llo:RRE LAFRANCE, MET ,oo WEttll!SDAY, MAY 16, WI'IW MESSRS. 

t-i MIS, SAIDCM, AND ~ TO. DisaJSS ISSUES Rl'l.A'IED TO ' 

"AtrDI ARABIAS PRESENT ROIE IN Qf'EC. HE ASKED IF tJro 

I MHASSY OFFICIERS 'l!DXllfi' THAT SAUDI A!lABIA \oOJUl Rl!OOCE 

AIU\lllC0' S PR'.JOOCTICfi BELCM 8. 5 MILLICft BARRlllS PER DAY TO 

·r•' A LEVEL WHICH lOJlD REn1CE '!HE SAUDI 1979 DAILY AVERAGE 

I" 8. 5 MBD. HE. FURnlER DQJIIG!:D AS 'l'O 'fllEmER SAUDI 

~l~llBlA MIGH'.r EVE1I Cl1l' BACK ARAMZ0 PIOlJC'l'ICft MOOE 

l"A.~TTCALLY, 'IllERreY FACILITATOO M'.JlE RAPID oPEC PRICE 

1q.:,F.<;, REGARDLESS ·Cf' 'l1lE AIM!:RSE ECCRM!C ANP POLITICAL 

IMPACT OF SUCH A CU'lBACK (Ill SAUDI FINAHClAL ASSE1'S HEW 

MIRl1AD, WE AGREED '!HAT A IllASTIC ClmlACK WAS Vl!RY 

''Nl.TKELY AND 'IHATIN LmJOF A SAUDI POLICY S'l'A'lB!ENI', 
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CIJR ~ ASSUMPTICN IS THAT ARAMCO WILL PRCIXJCE 8,5 

MBD FOR THE REMA.INlER CF 
0

1979. 

2. MR. LAFRANCE RECAIUD THAT IN Rl'X:ENr MCUSSictlS 

WI'lll PE:1'IDIIN CFFICIAIS 'IBEY RB4INDED HIM '1HAT THE 

SA<l'S TAFGETED 14 MBD INSTALIED CAPAC'ITY HAD NEVER !!Em 

INTENDED AS A PRDJCTICN OOAL, BUT A$ CCNl'OOENCY 

CAPACITY FOR "EMER!ENCIES". 

3, MR. LAFRANCE ~ THAT THE Il!MAND SIIE CP '11lE 

OIL EC;JJATON ISAS IMPORl'ANI' AS 'nlE SUPPLY SIIE POR 

AVERTOO A SHCRTFALL. IN '!HIS CCNl'Elel', HE CCH4l!NlED 

THAT '1llE FRENCH ARE PUSHIOO AHEAD WI'lll NUCIEAR ro.lm. 

IESPI'IE CCNCERN IN FRANCE ABOOT '1llE POLICE STA'm 

MENI'ALITY THAT MIGlfI' EVOLVE 'ro CCMBAT '1llE 'll!REAT CP 

SAOOI'AGE. TECHNICAL F~, HCMEVER, IS 001' A WIDE­

SPREAD FEAR IN FRANCE, HE 'l.H'.UlHl', BECAUSE '1llE F'Rl!NCH 

HAVE BEEN UJCKY ImaJGH 'ro AVOID ACCitENl'S. 

4. WHEN WE ASKED MR. LAFRANCE ABOOT OIL MSCUSSictlS 

llJRlID CRC1t1N PRINCE FAHD'S RECENr VISIT 'ro PARIS, HE 

CCMJIENI'ED THAT 'nlE FRENCH .GOVEfNl!Em' HAD ~ 
0

A 

mmlAL CF FRANCE' S OIL PURCHASE AOOflEl!)ll!Nl' WI'lll SAlJt>I 

ARABIA. 'nlE SAUDIS REPLIED THAT DISCUSSictlS OF '!HIS 

88'.lJID BE; IEFERED UNTIL THE PRE'SENl' SAIJDI-F'Rl!NCH OIL 

AGREEMFNI' EXPIRES IN OC'IDBER.MR. LAFRANCE 'nDDft' 

THAT SAUDI HESTIANCY '1".l JmlEW rrs OIL SUPPLY AOOREl!MENl' 

tD1 WI'lll '1llE FRENCH MAY HAVE ~ M'.1rIVATED BY SAC! 

IESIRE '1".l RETAIN KlRE OILIPOR IELlVERY 'ID mc•s. HE 

OOSERVED THAT SEVmW< CXXJlfl'!Ul!S, nrimm«l SPAIN AND 
BAOOLAIESH, HAVE RmMiED OIL sum,y~-·WI'lll 

'11lE· SAUDIS RECml'LY. 

5. MR. LARF.AI«:E CCtlFil"1l'I> PH!'m R!l'aml 'mAT PRI1«:E 
FAHD HAD DISCUSSED SAUDI PURCHASE CP PRr!2DI MIJWJES, 
llJRlID 'lllE PIRta'S RECEN1' VISIT '1".l PAmS. 1llll!2f 
ASKED IF 'lllE FRENCH ARE ccmwono EXPLICIT MDml!Nl'S 
OF OIL FOR Aff.'lS WI'lll 'nlE . SAUDIS AS'DIE! HAVE llI'DI IRAQ, 

HE ~PPED THAT THE FIEiCH llOCD, IP ll!X::J!'SAJlt, GIVE 
'lllE SAUDIS OIL IF 'lllEY 'l«lJIJ) POR'2fASE l'H!JDI .AM. 
UNFORIUNMELY FOR FRANCE, HE Aal!!D, 1'l' CNH1l' ~ 

is 



'mA'rn '!HE SAUDI A1111 ~, JB:AlJSE ~ 'Dm DXilMlft' 
lfl R:JIE. MR. LAFfWO OCMl'IlM!D '1HAT 'lHE P'Rl!t«Jl AA! 

<nmNlJEINJ 'mEIR VL FCR AIMS AGRl'2Mlfl' W1'IH 'Dm 
mAQIS. 

6. CCMllEW': DCM ~· S QtJESTICJIS A1!IIfr PCeSIBIE 
:'>AG OIL PRDJCTICN CU'IBACKS Pl'IECE[E) BY A Pmt JD.JllS 

MINI.S'nm OF PE!'R)U1Jtl YAMANI' S STA'l!M!Nl' IN 'ltll!! 

WASl!IN:l'l'rn STAR '!HAT HE 'llDQf1' 'l1!l!JlE WCllID IE I«> 

~>AUDI OIL PIUXJCTICN CU'IBACK 'n!ISYF.AR. YltMANI SAID, 
,.I 

"I '!HINK UNDER PRESENl' CURC!lljl!T.A?«El WE WILL Kl!EP 

l'RCIXJCTICN FCR 'iHE' 9 rom!S AT 8.5 MIILICN BARlll!UI 

PER DAY, AND '!HE FIRST !;JJAR'l!R WILL STAY AS rr IS, 

q, 5 MBD, SO '!HE AVERAGE, 'lHE YF.ARLY AVERAGE, WILL IE 

MORE 'IHAN 8. 5 MBD, A LITl'IE BIT LESS '!HAN 9. 0 la>. n 

DANIELS 

ffi' 

13893 
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C 0 N F I D E N T I A L JIIDA 7234 

E.O. 12065: Gil3 10/15/85 (PU\CKE, JAMES A) C8-M 

TAGS: PEPR SA US 

SUBJ: ABIXJLLA&.BALL MEETim 

1, ( C-EN!'IRE TEXT. ) 

2. THE H<HlRABIE GEDR'.lE W. BAIL, PCftllll!JI UNmR Sl!XJR!JrARY (F STATE, 

ME:!' w:r.m PRINCE ABDAILAH, Sl!JXtll) IEPl1l'f Pfll!MtER ANO o:M4ANlER CP THE 

NATICWAL GUARD, F1JR NEARLY 1"° l«XlftS ell OCT 111. ml!:~ AND 

POL/MIL roJNSE!LR AI.'lO PARTICIPA'l!D. 

3. ABDALLAH WEUnlED MR. BAIL WAR!ILY ANJ) LIS'l!:Nl!D WI'lH cevrcmt.Y 

GREAT JNrnRE.ST AS MR BALL L£'3CfttliID '111'! !l!XD1' !VOOWTICl<I CP 

AMERICAN PUBLIC OPINICI{ Cl{ ME Sl!::l'l'U!Jefl ANO S'IMmJI I&!lll'l!. 

EMPHASIZOO 'rnAT HE SPCD AS A PRlVA'l'! crrrtl!H, MR BAIL ICl'J!D 'lHAT 

PUBLIC ct'INICN WAS BEXJINNOO 'ro DIPPl!:ll!N'l'I SBU!X:TIVELY ~ 
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11.::. NATIOOAL DmllFSl'S ~ 'llUIE CP ISRAm.. AN ACCCMP.ANYim 

l'AC'fOR WAS GROm«l AWARl!NESS OF 'IHE HrJHmm:l LI'l'l!E KtDiN 

l'A!.ESTINIANS AND '1llE!R PLIGHT. A Sl!XXH> ~WAS 

momll REXXXJNITICN CPA CXMUW..IT! CP INlRSTS SHARED 

llY '1liE US AND SAUDI ARABIA IN THE Sl!X:URITYCP 'lll! ARABIAN GUIF. 

' • ABDALLAH MENI'IONED 'lHREE HAIM"tJL ~RUM'.FS" 'm#.T HAVE CIRCUil.'mD 

AM JOO MENATIONS F'RIEMX.Y 'IO '1llE US: 1-'IHAT PRESIIEfl' SADAT'S 

11UOOEN INITIATIVE 'IO VISIT IS~ IN 1977 HAD REX:EIVED '!HE 

l£FSSARY PRrCll APPF¥:NAL OF 'lllE U.S.; 2-'IHAT 'lHE US AND '1HE USSR 

WRE SCl"IEH(li IN SECREI' AGREDEfl' '!O !El' ARAB STA'm'l FIGHT AKHl 

1'IOOELVF.S, 'IO 'IllE ULTIMA'!E AINAHrNJE OF '1HE ~; AND 

}-'!HAT '.!HE U.S. AND USSR HAD NJREEll ~OPPOSE ISIAM 

JOfNTLY. m BALL RF.ASSURED ~'IHAT 'lHF.SE "RlM:Rl" WERE 

lrt'IBRLY lM'RJE, 

~. A~ POINl'S, ABDAIUH tlRlm 'IHAT 'IHE USG IEOIS'ffiA'!E 

'f'IUOR IN COONI'EROO so<nrr AND SURRXlA'lE 'lllREA'IS 'IO ME SECURITY. 

HF. ADVOCATED A CXMIINATIOO OF "SWOOOO 'mE STICK" AND ACTIVE 

OT Pl.ll'llACT. IN 'IRIS VEIN, ABDALLAH (WIK> F..ARLll:R IN 'lllE MEETINJ 

llAD LISTENED nmNl'LY 'IO AJl!BASSAIX)R WEST' S AEVIEli OF '!HE 

IUlOCCAN MILITARY SI'IUATIOO, tmuvFll FfOI RABAT 71~8) .ASi<Eo 
1111. BALL '!O URJE UPCN 'lllE C(Nll£lS AND ELSElllERE PIDIISIOO 

< .. .MILITARY SUPPORT 'ID Jam HASSAN. ID OOI.sniR HIS AIMJCACY 

Cl" FIRllNESS IN 'lHE GU!P RroIC>l, ABDAILAl! CLAIMED 'IHAT SAUDI 

AJIABIA REVERSED IRANIAN AGGRESSIVE IESICR! c:tl BAHRAIN BY 

IWINIOO TEllRAN 'IHAT ANY TAKEXM!:R AT11!MPI' l«XJW BE OPPOOED 

llY '1liE SAUDIS. WEST 

"1' 
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CONFIDENTIAL 

.J.ll'IITED OFFICIAL USE JIDDA 42185 

E.O. 12065 I N/A 
TASSI PitlT, SCUL 1 SOPN, SA 
SUBJil:CT1 l'IORALITY NEWS 

·le WRITIN(l H1 •Al.·fllADINA• OF JUN! ~. FEMALE COLUMNIST 
SOHAYLA ZAYN f\L·ABIDIN HAMl'IAD HAS DENOUCED THE IMl".ORAL 
CO!l>UCT CF SAUDI YOUTH IN FORIEGN COUNTRIES AHD HAS PRO· 
POSED A NOVEl. POLICY FOR DEALING WITH THE PROBLEM. CALL· 
ING OFF~·Eifs .,, DISGRACE TO THEIR COUNTRV- 1 MS. HAMMAD 
SUGGESTS THAT SAUD I EMBASSIES AlllOAD SHOULD APPOINT 
INSPECTORS TO CHECK ON NIGHT' CLUBS AND SIIULAR PLACES TO 

ARREST TH-OSE Gl:IILTY •oF VIOLATING o~ HLIGlOr. VIOLATIONS 
WOULD PRES:J\\'.ABLE INQ.IJ)E DRINKillG 1 GAllBLillG, DANCING, AND 
CO•M INGL I NG. 
2. fllR. HAMMAD URGES THAT OFFENDERS 1 ONC&; ARRESTED 1 SHOULD 
BE RETURNED TO THE KINGDOM FOR TRIAL. THEIR 
PASSPOl'tl-S SHOULD BE WITHDRAWN AND THEY SHOULD BE 
BANNED FROM TRAVELLING FOR A CERTAIN l'ERIOI> AS A. 
PUNISHMENT. 
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'· COMMEllT 1 WE HAVE NOT CHECKED WITH fM FOREJGlt 
••NTST!!Y TO ASCERTAIN ITS REHTfON TO "THIS SUGG!STtOrl, 
'l!T TH!': POST OF c:1 IEF INSPECTOR lN LOll>j)ll OR PAIUS 
"tr.Ht NOT .11£ A DIFFIClLT .ONE TO 1'11.L• l''TKE SAlll>l 
DIPLOMAT!C l'!ISSIONS ARE UNABLE <OR UllWILLile> TO 
llllH"RTAKE THIS TASK, THEN IN THE FUTURE Wli: fllGHT 
~~:.: MEMEERS OF THE SOCIETY FOR THI EIC0111AGEPl!llT 
OF VIRTUE AIC> PREVENTION OF VICE CARRYING OUT THEIR 
DllTIES JN THE NHiHT CLUB<' OF HA~BURG• 

4, FOREIGN TRAVEL FOR SAUDIS AcTS AS AN IMPORTANT 
•rFC:TY VALVF. TO F:ASE THE PRESSURES OF LIF'E 
AT LEAST F'OR THE UPPER CLASSES, UND!i:JI 
~-HHABI AU~TERITY, THE GOVERNMENT HAS TACITLY 
llF.COGNIZED THIS VllLUE OF FOREIGN TRAVEL AND HAS M~DE 
IT VFRY EASY FOR VIRTUALLY ANY SAUDI TO TRAVEL AB110AD. 
n~E RESULT OF THIS EASY TRAVEL IS THAT THE 
l.OCAL PRESS IS OFlSN l'ILLf".D WITH COLUMNS 
D•"NOUNCI l'IG THE IRRESPONSIBLE BEHAVIOR OF SAUDIS 
A .Jl OAD, HOWEV'ffi, NO ONE HllS GONE AS FAR AS f'lR • 
MA~l·:AD IN PROPOSING GOVERNMENT ACTION. MANY SAUDI 
•Oi'IF. N ffi IVAT ELY. CGP:PL Al N ABOUT THE FllEEDOI! THEIR 
wr'~ ENJOY OEVC.:SEAS -- A FREEDOM WHICH IS DENIED 
''lSl viO~E:N, \IHO ARE EITHER LEFT IN TH! KINGDOM 

·11 CLOS<:LY C:lAFEP.ONED 'llHEN "SROAD. 

" •,, JN ANOTHt"R MOVF: ON THE MORALITY FROWT. •oK~z· 
1 f JIJIJC. ~ RFPORT£D THAT THE l'!INISTRY OF COfll'lERCE 

1 ·~ 3A::NED THI". IMPORTS OF T-SHIJ!TS BEARING PICTURES 
r SOPORT tlltl ELl'VISION HEROES SUCH AS STEVE 

•·U'TIN, ElATl"AN, At.I) MUHAMMAD ALI. 
DANIELS .. . 
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DEl"ARTl'lE NT PASS ii FOR SENATOR CHILES 

U11179 l 3 56;: 

E,O. 120651 Y6/6185 CBOVI!li, H. EUHNi> DR.•P 
TAGS/ ENR<>. PEPR, SA, US, OREP 
SUBJECT s CU> CONVERSATION BElWElll .SENATOR CHll.F.S 
PR l!ICS: Hit> t FAii> 'S VI EVS OM on.. 
!. CC • ENTIRE TEXT~ 

?.. SE\ll(t.TOR LAVTON ClllUS KNI AUD tlNcES:wnK. CROWN PR UICE 
FAH> ON JUNE •LASTING lllORE TNt\N TJt'O HOIJIS, il!EE'UliG WAS 

~~gA~Tlielll~~i.r.~=EE~~.~~u:li~cisA:Otfir~~~E:~g~s " 
~mou. f:AST~UCE, SA\l>l S'tC\lHTY, AND SAG ROLE: IN DETER­
"ll!IING OIL l'l!ICillG Alll llltODVCUO•· TH! FIRST Tvo SUBJECT$. 
ARE REPORTED BY SEl'TD.. 



3. :::RO'nl PRHCE FAHD TOi.D SENATOR CHILF.S THAT SAUDI ARA• 
CIA HAS NO TllHREST fl\J RAlSllllG OIL PRICES Atll> f~lT ~~$ 
•JOR KEO FOR SEllEIUI.. YEARS TO i!l&:P ql·L····.'JUCES D~.¥1Al!OJ 
ARABIA UNDERSTAll>f; THE l>ANBE1tGU$ (l'OJ!dQU(NCES br.;at!ARP 
RISES HI OIL JlllUd:>S. UN">RTUtrA!lt.f:;.iJtlt QTHER' '"e 11tl1lBERli 
HAVF. NOT KltPT THE PRICE GUIDil.lNES D\iCllll!D ON AT tHi LAST 
lll'!:C MtTI!4G. SAUIH ARABlA, liOWEVH' .KS .AB.ll>l!>'BY 'Ult.. 

lrnXl~L'"irf'f ADAY; Mt s-1111. A · I Alf . 
OPH G•'!DEL_H1ES P)~ fOR TJ!l.S.JU: " .lQ~l~A.11, T.Elc 

CONTlNUE TO WORK TO MODERATE PR1C£ l1'QIEASES'A Mr 
rnour,HT TI w.~s NECESARY TO GO i!ACI( l'Q SINGLE FIUCE. 
HP DID NOT THINK, THOUGH, THAtSAtll.l #tASIA COLD CMRY 
THE e~:nu: ALONE. IT WO\Jl.D_BE·ML!:PF.t.t.,,IF THE CCl.tlSUMlNG 
COUNTRIES WOULD PRES!' TH£ OTHER OPEC COUNTRU:S Oii UIES[ 
SUBJECTS. l!E HAil MADE nus POINT TO l'J0.1W;:. Gat\11.tltY. AND 
IT Al. Y D !Jl I NG HISRE CE NT TR IP AND HE URGED THEM 1'0 CIET IN 
TOUCH WITH THE LEADERS OF TllE OTHEll Of'EC COUNTRJ!S AND 
POillT ()LJT THE DANGEROVS COKStQUfNCIES OF A PRICE INCREASE., 
FAl'll S!>.10 THAT THE WISHED TO !'IA.ICE TWO POINTS FOlt THE SENA· 
TOR. SAIDI ARABIA WILL ltlGHT AN OIL l'JICF. INCREASE AT THE 
UPCOMIN(' OPEC l'IEETlNG. FAILING TllAT• »AUDI ARABIA WOULD 
APPEAL TO OP"'.C MEMS:'.~ TO BE REASON2l.E IH ANY PR!CE 
IN~EASE, HOWEVER, JI( THERE JS PRJCI: JNCRF.ASE, SAUDI 
tRABill WILL ALSO ! Na!EASE ITS PRICF.• IT CANNOT PERMIT 
r.rm:R COUf.'TRIES TO Etl.)O't PRICE INCJ!EASESE WHILE IT DOES 
NOT DO SO ALSO. THE SECONO POINT NE WISHED TO MAKE WAS 
THAT IF IT l:IAS llECESARY TMRAISi PRICES SAUDI ARABIA 
.WULD ALSO INCJlEASE OIL PROOUCTIO• AS MUCH AS POSSIBLE. 
~- 0 ID NOT KNOW BY HOW MUCH TI WOULD Bi I NCR EASED, BUT 
IN AtJY CA<;E HE WOLD DO l:US BEST. . 

4. PRINCE: FAHD SUD TNAT AllOTHlft-#IUURE FOR MEOOfl­
THillED ·INQIUSE IN OIL l"RICU WAS 'TME"1JREE1) OF Ttl£ OIL 
COMl'MIIH• 11£ SAID T!US ?S OM£ Ml .. 'f:lfOE THE WEITOtM 
COUNl'Rits CAii If!\.,, OIL ~PAPllES ·ij~y'~ TAKEN M>VUTAGE OF 
THE on. lll~ICET UC> HAVE ltOSf»''PllI'C&I. S&#At~ CHU.ES 
SU Ol!IAT .THE us vs VERY ~NSCitous "" THI ltl>L! THAT THE 
01\. ~Nl&:S MAY HAVE' Pl.UiD. Ill TJll' f'JRCE UCRUSltS. HE 
SAU> !f'MAT C01f&RE$i I!~ A w•t111.1;'on,f.ifftOllITS T-X IAlLL 
tEF'09£ IT• HF TIU>Ul»IT l'Ha.. V611.P ~· l'l'Ro• '1Gtrf IN 
~llGRUS ~ COllGlt!SS WlU. PlilSI lf . 
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'" M:tfJCfOR C!fR.tS SAID TKA WE GREATLY .• APPRECIATED THE 
SA!Dl INalEASE IN PRODUC'rlON D!:IU.llG 1'l!E IRANIAN CRISIS, 
WlTHOut TltU INCftEA$[ fME WQll.t.VOfa.1.,:lil. E: BUN lN SERIOUS 
TROU&i. Vi UICllRSTllH& OI 00111191. . · • IB' A Co\l4NOT 
COtrr INut SUST:AIUD. 1111UJOUCT Il'QHtf< . ··~ . ,l~t\IER, 
H£ .!40!!1£11, ltl Vl!V 01' QJRRHJ'·: ·. {F, ' .r '1'HAT 
SA~I .AtiABlA OUll.D BG ITS ,M ,, · 1 ·OV 'THI$ PERIOD, 
ic·· '°~""' TH~· ONE ro· Tiit l\~9011\:~J :• TAU tf,I ·.0 ACUTE 
.A-f t f'!l Uflft 'TIM! IS 'fNA El1GYG •%1": UJ 'b'JI Tiil . 
aUlR. S OF TH! SH~TFALL MID 1••'qYtlie. fO 1Nt' OIL• IF 
~C·~All G!T BEYOND TH£ f'OUIT. TO ... 'IUMQ .iftJJlit.IJf, IT VOUl.D 
-~. BETlER, FAHD READILY AGllEED. · . . 

€• cOl'l!IENT: !"Ali) 'S STATEl'IE.Nt.-- lt'WlCtl trust BE RAISED 
THtl! THE SAG WOULD INCREASE Oit. l'R!OOucroN Ari MUCH AS 
POSSIBLE-- STANDS IN STARK CONTRAlf'; ?DOIL l!ll!IIstER Y~.M­
Atll.~ s RECENT PU!i!. IC STAtEl'llNTS ON •rtEJITlOll or THE e. 5 
ll!Jl;\.ION l'l/D PRODUCTION CilLING P'Qlt Tiit f!EIJT OP' 1979. TH': 
SAG MAY a:NCl>U»TER RESISTAltCE FJJOlll OTHER OPte COUllTRIES rr JTS PRODUCTION rHCREASES .IS SlGltltlCANf l1101JGH TO 
A"'R£CIABLY Rl!DUC£ THE OL MAii"'? TlGllTNl!SS. 
THIS MESSAGE HAS NOT BiEN SEEN EY S!NATOR CHILES. 
DANIELS 
BT 
4'4?.75 

16 



lllllVV ISAJ41AAA424 
ltR RU"'lll .. 
DI RU'llRA H596 !7.elHI 
UY SSSSS UH 
11 1'1835Z JUN 79 · 
,. AMEl'IBASIY JIDDA I a 1-
ro llUIHC/SECSTATE VASlllC .6Ut .-~--1s I l 51 z 
llP'O RUQllllllNIPIBASSY .TEHRAN i111 ·· 
IU1'NRSl-llASSY ALa•s 'tllf· ·" .. C'C'1V Ir . c;;.. 
I I: C R E.. 1 JIDDA 4,M {!If.'-' 
1.0. l21&5i aos 61 ltl• (llCJIUtlft QHESTER> CIR•E R,,_ 
TAGSt U~_lR, AG, SA · ~/;-_ 
ll.9JECI' I 11&elMIT IES AllD EXCHANGE· ()OftlUSSIION ALLEGA?IOIS 'f!IHl-0 N 
O' D..L ICIT PAYflENfS IV IlltD.llATIOIAL SYSTllU CORtR<l. CORPORATION 
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a. CS·• INURE TEXT> 

2. DIBASSY B&:LEIVES TKA PilBLIC AIRlll DP'NSI AUiGATIOllS 
1Y SIC COll.D ONLY COllFLICArE FlllGU ... IAQ RILATIOllS AT A 
Til'IE VHU llTERlSTS or FAR GltEAT NONlllT ARI AT STAlll, FOR 
UIG••llAMEl,.Y OIL PRODUCT 1011 A• lCllG POLICllS TO I&: 
TAKEN BY SAG A'l UP..•OOllillG OPl:C llUTIH IR 8llllVA Oii JUNE 
2~ . . 

J. OU RELATIONS KAVE RiCEllTLY co• UNDER COISJNRAa.E 
ll'REIS AS A RiSlLT O' IMPORTAllr US8 .. SA8 Dl,,IHICIS OI 
tKl MlD•iAsr PEACE. SAi PREPllS TO llAIITAII CORDIAL . 
IILATiRAL REAl.TIONS WITH Ulll TO IXOIT THAT SUC:H EXllITllG 
Dl"IJIENCIS VlLL PERMIT. KOVIYlle JI NI PDCl:Pl'IOI A 
ttlLl'U'L.IClTY OF ~l'IIIOR• ISSUIS, VKJClll SAG USUALLY COii• 

~C::a:f 1~ ~:~=~~.:iw~:::r:.~1.::: g~r::iYLARGll 
tllUES. NOlt•INVESTMEllr or IXClll SAlllI '"s ru•@t. Al 
Al,LIGED SIX DISCRIMIA'llOI CA• 11,TllE llfUICE OF THE 
•NDIX•SIYAllCO NODA COITRACTr. .• !.IC TRIAUYPIOPOSID . 
?AX RIGlLA'.UON WHICH WOll.D DDT fAX 
caEDITS TO us OIL COMPHlll 
<ARAMCO PRINCIPALS>, AC ADVIRSI PUBLICITY AtoUT THE 
ROYAL FAMIL y u THI us PREIS Ml IXAllPLES or ITEMS 
CIJlRillrL Y CDltPUCATill O&ll 1~.Af .. AL ilLATIOll • 

... TKDEP'C)RE, WE SUIGIST THAT TNI ac UIDERTAICI CARD'tL 
SatUTT lU OF TKE VALIDITY 01 ?.HI· AU,EGATIOU, AnER WHICH 
TIME VE. CAI ADVISE HOV All) VKEll TO PROCEID TO MUll'lllE 
ADVERSE FOREUN POLICY a:rncrs. ro llA8 PUILIC llOW THE 
ALLEGATIOH VOll.D RISI UIRClllMIY »MM• TO OUR RELATIOW• 
SHIP WITH THS SAG. . . ' 

'6Ji II AltY CASE, CAii THI DJ:1'MTllllT REUST A SUY IN 
'"•· 1i er IONS UNTIL VE HAVE TIU TO SllDY ·TJIE MATTER 
~URIHER, PERHAPS CONSll.TlllG llPOlttW.LY VITH SAG AS WE DID 
lN PREVIOUS CASHT 
V&:sr 
er 
·--~96 
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Sl.BJECT: ASS!Sf ANT DEPUTY OIL MINISTER VIEWS WORLD OIL SlTUAT !Oil 
UPCOMING OPEC MEETING 

1. SUMMARY: KHIDR HERZOLLAH CPROTECT>, ASSISTANT DEPTY 
MINISTER OF" PETROLEUM, DISCUSSED WORLD ENERGY SITUATION WITH 
CONSOFF ON JUNE 20. HE CLAIMED LARGE CRUDE OIL PURCHASES BY 
AMERICAN OIL COMPANIES WERE CURRENTLY KEEPING SPOT MARKET 
CHAO! IC ANO THAT 'tJITH RECENT LOWER PRODUCTION IN lRr.H, MARKET 
DlSEQUILIBRI UM WILL PROBABLY CONTINUE. HE WONDERED 
IF" IRANIAN GOVERNMENT WAS "PLAYING GAMES" AT PRESENT 
TO FORCE HIGHER PRICES AT UPCOMING OPEC MEETING. 
HERZOLLAH LEITE IMPRESSION THAT SAG HAD NOT WORKED OUT 
PRECISE STRATEGY FOR MEETING BUT WOULD TRY fi'OR MODERATION 
IN PRICE HIKE AND OFF"ER TO BOOST PRODUCTION TO BRING 
STABILITY TO MARKET• TOUCHING BRIEF"l.Y ON APPARENT 
STRAINED USG/SAG RELATIONS, HE OBSERVED THAT SAUDI 
•PLITlClANS" 'HERE LESS PRONE TO DO FAVORS FOR FRIENDS 
WHO DID NOTHING TO PREVENT SOILING SAUDI REPUTATIOI'. 
END SUMMARY• 

2. KHIOR HERZOLLAH, ASSISTANT DEPUTY MI,NISTE:R F"OR 
PETROLEUM WHO IS PETROMIN YAMANI' S CHIE-F EXPERT ON F"INANCE 
AND ~'HO IS LEAVING ON JUNE 23 TO ATTEND GENEVA oP:::c 
CONF"ERENCE, SPOIKE 'WITH CONSOF"F ON JUNE 2.0 REGARDING 
WORLD ENERGY STIUATION, UPCOMING OPEC CONFERENCE, U.S. 
MEASURES TO ·CONSERVE ENERGY, U.S. POL I TICS, RUMORS OF" 
U.S. TAKEOVER OF" OIL FIELDS, SAUDI ABILITY TO INF"LUENCE 
OIL PRICES, AND USG/SAG RELATIONS. 
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• KERZGLLllH STATED nll\T IT WAS HISllPlNION-TKA'r THE 
I ARGE AViERICAN OIL COMPANIES WERE KllPING Sf'ONT l'IARKET 
l'i~ IC£S HIGH AND CHAOTIC BY PURCHASING LARGE AMOUNTS IN 
r '~AT MARKE'li. HE SAID THAT HE HEARS ALMOST EVERY DAY Or 
·011E AMERICAN FIR~1 '!'RYING TO OUTBID OTHER F"IRMS F"OR CRUDE. 

~. WHSN IT WAS POINTED OUT TO HERZOLLAH THAT RECENT 
. ,.PORTS HAD IRANIAN PRODUCT ION CURRENTLY BELOW 
.I 'HILION P./D AND THAT THIS COULD BE MAJOR CONTRIBUTOR 
re i1ARK£T DISRUPTION, HERZOLLAH AGREED. HE WONDERED 
IF GO! v:AS "PLAYING GAMES" AT PRESENT IN ORDER TO 
l'USH FOR HIGHER PRICES AT OPEC MEETING. IRANIANS COULD 
·:Hovi THAT IN SPITE OF THEIR RESUMTPION OF PRODUCTION, 
'Mt.KET WAS STILL DESTABILIZED AND ONLY HIGHER PRICES WOULD 
<:l!T DEMAtlD. HOWEVER, HERZOLLAH BALANCED THIS IDEA WITH 
tllSCUSSlON OF Uf!IST ELEMENTS IN IRANIAN OIL WORK F"ORCE 
I' HO WERE HOLD I NG DOWN PRODUCT ION AND LEFT INGS FOR THEIR 
"'-' N INTERNAL POLITICAL REASONS. 

'· CONSOFF ATTEMPTED SEVERAL TIMES DURING CONVERSATION 
TO STERR HERZOLLAH TOWARD SAUDI POSITION ON UPCOMING 
OPEC MEET ING BUTIWITHOIJT MUCH SUCCESS. HERZOLLAH LEFT 
IMPRESSION THAT SAG HAD NOT WORl<ED OUT DETAILED POSITI·oN 
fllJT WOULD Sl'RIVE FOR "MODERATION." "THERE WILL BE AN 
INCREASE IN PRICES," HERZOLLAH SATED, ".BUT I CAN'T SAY 
l'OW MUCH." THE ONLY HINT HE 'WOULD GIVE OF SAUDI POSITION WAS 
THAT HE WOULD LIKE TO SEE "S1U!DY, UP'WARD RISE IN PRICES," 
1Y "SMALL INCRIMENTS, NOT BIG JUMPS AS IN THE PAST." 

6. HERZOLLAH WAS MOST INTERESTED IN u.s. EJl'FORTS ro, CURB 
CONSUMFI'lDN. HE THEN OUTLINED HIS CONSPIRACY THEORY. 
DY u. s. ADMINISTRATION TO CONl'ROL CONSUMPTION BY FORCING 
HIGHER PRICES. "I DON'T THINK YOU GOVERNl'IEHT IS roo 
LINHAPPY ABOUT THE RECEtlT PRICE RISE, "SAID HERZOLLAH," 
fl S IT FORCES THE U. s. PUBLIC TO DO WHAT THE ADMINISTRATION 
HAS BEEN ATTEMPTING TO OBTAIN BY VOLUNTARY ACTIONS." 

7. IN REPLY TO QUESTION ABOllr POSSIBlLlT'f OF SAUDI ARABIA 
llf\ISING PRODUCTION, HERZtl.LAH SAID THAT "OTHING HAS 
•c.EN DECIDED, BUT IT'S A DEFINITE POSSIBILITY," 
Pl~ODUCT ION INCijEASE MIGHT BRING SOME: STABILITY TO MARKET, BUT 
IF IT WERE TRUE THAT IRANIAN PROOUCTION VAS BELOW 3 MBD, 
::AUDI BOOST IN PRODUCTION WOULD NOT GIVE THAT l'IUCH RELIEF, 
HOWEVER, IF u. s. AND OTHER INDUSTRIAL COUNT IRES cur BACK 
1N CONSlX'IPI' ION AS MUCH AS TKEY PROl'llStt> TO DO, l'IARKET 
COlLD RETURN TO SOME FORM OF EQUil.ISRIUl'I, THE PROBLEM 
\!AS TILL THERE, HOWEVER, HERZOl.LAH SAID, SINCE THIS 
SUPPLY/DEMAND SITUATION WOILD ALLOW F'Oll tlO GROWTH AND 
';'fAGNANT ECONOMIES. 

"T 
'IZ!S 
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B. WHEN CONSOFFS MENTIONED GREAT DIFFICULTIES FOR LDC 
COUNl' IRES MEETING INCREASED COST OF OIL, HERZOLLAH 
SEEMED NOT AS YSMPATHETIC WITH LDC"S AS WITH PLIGHT 
OF INDUSTRIAL COUNTIRESo HE SAID HIGHER PRICES FOR LATTER 
COUNTRIES "HURT US, OUR ECONOMY, OUR IMPORTS, OUR 
INVESTMENT S0 " 

9. HERZOLLAH THEN ASKED CONSOFF IF HE THOUGHT THERE WAS 
POSSIBILITY THAT Uo S0 WAS CONSIDERING TA KING OVER SAUD I 
Oll. FIELDS. HE SAID "TOP RANKING" SAUDI OFFICIALS HAD 
SAT IN SAME CHAIR THAT CONSOFF WAS IN, AND THEY HAD 
DISCUSSED MATTER IN LIGHT OF I'llCREASING WORLD ENERG't' 
SHORTAGE. OTHER SAUDI OFFICIAL HAD ADVANCED THEORY THAT 
INCREASED SHORTAGE OF ENERG't' SUPPLIES WOULD CAUSE 
AMERICANS TO TRY TOAKEOVER IN ORDER PREVENT RAPID 
DETERIORATION IN AMERICAN LIFE ST't'LE. HOWE.VER, THIS 
OFFICIAL SAID THAT SAUDIS WOULD NEVER COOPERATE 
C"WE WILL HAVE THE WORKERS FACING MECCA NINE TIMES A DAY TO 
PRAY"> AND LI. s. COll.D NEVER CONTRCl. THE FIELDS. HER.ZOLL AH 
THEN ANSWERED HIS OWN QUESTION B't' STATING THAT HE THOUGHT 
"SANE REASONING" WOll.D PREVAIL IN USG, AND NOT ATTMEPT 

·WOll.D BE MADE • 

. 9. AGAIN TRYING TO RETURN TO OPEC MEETING, CONSOFF SAID 
THAT SAUDIS WOULD HAVE DIFFICll.T TIME AT GENEVA IN PREVENTING 
LARGE PRICE INCREASE BUT THAT WE WERE HOPEFUL THAT THEY 
COll.D DO SO.· HERZOLLAH REPLIED BY SA't'ING THAT IT WAS 
DlF'FIClLT 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. So, AND USG DOES NOTHING TO PREVENT SIJCH 
SLANDER. "POLITICIANS (IN SAUD.I ARABIA> ARE SENSITIVE TO 
MlSREPRESEtlrATION OF SAUDI ARABIA," AND IT IS DIFFICULT FOR 
THEM TO CONTINEU THEIR COOPERATION WHEN SAUDI ARABIA rs 
VICTIM OF El.IBERATE ATTEMPT TO SOIL ITS REPUTATION. 

10. CONVEil SATION ENDED ON UPBEAT NOTE WITH HEP.ZOLL AH TELL ING 
OF HIS PLANS TO TAKE HIS WIFE AND CHILDREN TO U.S. NEXT 
MONTH. "I PROMISED TO SHOW THEl'I WASHINGTON, o.c.," 
HE SAID, "ANO I WANT THEM TO SEE ALL THE MONUMENTS." 
LINDSTROM 
BT 
1101e 
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SUBJECTS INTSll'I 839 - JUNE 25, 1979 

LONDON FOR GLASPIE 
PARIS.FOR NICHOLAS MURPHY 
DOD/ISA FOR RANSOM 
OTHER ADDRESSEES FOR CHIEFS OF MISSION 

CPARAG.RAPHS l•7 OlNFlDEllTlM.l 

I. THE US AND SAUDI ARABIAI OIL TROUBLES THE WATERSt 
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 
IMCREllSES TC " l'llMll'IUl'I, n11s \fEtx• s OPEC CONFERENCE SEEMS 
DES?INED TO BE ANOTHER IRRITANT. 

2. AT THE BAGHDAD MEETINGS, WE HOPED THE SAUDIS WOULD 
TAKE POSITIONS WHICH THEY PERCEIVED TO BE IN BASIC CON· 
IRADICT ION TO THEIR INTERESTS AS AN AR{\B MUSLIM STATE 
CONCERNED ABOUT JERUSALEM AND PALESTINI~N ASPIRATIONS. 

3. AT OPEC WE WANT SAUDI ARABIA TO TAKE POSITIONS WHICH 
MANY SAUDIS SEE AS OPPOSED TO THEIR ECONOMIC AND POLITICAL 
INTEREST s. 

CA) SOME YOUNG SAUDIS, SOME TECHNOCRATS, AND SOME MEMBERS 
OF THE RULING FAMILY WANT TO CONSERVE OIL PRODUCTION 
AND MAXIMIZE PRICE TO ASSURE ST ABLI, LONG•T&:RM GROWTH. 

CB> THE SAUDIS DO NOT WANT TO BE ALONE IN•OPPOSITION 
to OPEC COLLEll.G\lES 11\.THOUQH THEY HAVl PUBLICLY 
SPEClLATED ABOUT POSSIBLE TWO•TIERID PRl.Cilt AGAIN, 
PERHAPS AS A BARGAINING CHIP WITH THOSE COUll?RIH 
WANTING SHARP PRICE INCREASES. 
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CC) OTHER ARAB. STATES <'AND MANY SAUDIS) VOl:ll.D SE! 
SAUDI EFFORTS TO ACCOMMODATE THE US QNIE~GJ •• Nll) 
PROIHJCTfON- AS CAP·n'a.ATIOlt ro ti! !ll!Ll .. . 

MM:Y IN THE ARAB WORLD WOtn..D ARGUE THAT NOW IS l'RECISELY 
THE TIME TO REVERSE THE RELATIONSHIP AND GET THI SAUDIS 
TO PRESSURE THE US. OUR LONG LillEl1'4 10R GASCll.UE llll> 
NEWS STORIES ABOUT SCARCER AND MORE &:XP!lfSIV! HEATING 
OIL THIS WINTER COINCIDE WITH THE ,ISRAELI DEBATE ON 
SETTLEMENT POLICY AND CONTINUED ISRAELI MILITARY ACTION 
IN LEBANON. THE TIME IS RIPE, THEY SAY, TO GET THE US, 
ISRAEL'S CHIEF PATRON, TO WRING CONCESSIONS FROM THE 
BEGIN GOVERNMENT• ... 
4. EU!' THE SAUDIS HAVE LITTLE TASTE Jl'OR CONJl'RONTATION 
AND ONCE AGAIN SEEM TO BE SEEKING, IN PUBLIC AND PRIVATE 
STATEMENTS, 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 IND I CAT ING THEY INTEND TO PRES£ HARD F'OR PRICE 
MODER AT ION, THEY MAY HAVE ALREADY RESIGNED THEMSELVES 
TO SUCH INCREASES. 

6, OF' LATE THE SAUDIS HAVE MENTIONED A POSSIBLE 
PRODUCTION INCREASE OF 500,000 TO ONE MILLION "BPD.. THEY 
M4Y SEE THIS AS A TEMPORARY MEASURE WITH THE AIM OF: 

CA> LESSENING DEMAND AND RESTORING MORE ORDER TO THE 
MAR KET; 

CB> REDUCING SPOT MARKET PRICES! 

CC> MAKING AN IMPORTANT POLITICAL ACCOMMODATION TO THE 
US TO OF'F'SET LIKELY CONGRESSIONAL AND PRESS CRITICISM 
OF' WHATEVER ACTION OPEC TAKES! AND 

CD) PRODDING CONSUMER COUNTRIES TO MAKE GOOD ON PROMISES 
OF CONSERVATION. 

7. FUNDAMENTALLY, THE SAUDI LEADERSHIP HOPES THE 
RELATIONSHIP WITH THE US, A LONG LASTING AND BENEFICIAL 
ONE F'OR BOTH PARTIES, CAN WEATHER THE PROBLEMS CAUSED 
BY OPEC DECISIONS. AF"TER A SHARP DETERIORATION IN 
RELATIONS THIS SPRING FOLLOWING THE PEACE TREATY SIGNING 
AND WITHDRAWAL OF" SAUDI SUPPORT TO EGYPT, SEVERAL SENIOR 
PULING FAMILY MEMBERS SAID PUBLICLY AND PRIVATELY THAT 
T !ES \.:ITH THE US ARE STILL VITAL TO SAUDI ARABIA AND 
DISAGREEMENTS OVER THESE ISSUES SHOULD NOT HURT OUR 
:JILATERAL RELATIONS. ESSENTIALLY, THEY CHARACTERIZED THE 
US-SAuryr 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' 
TH;;: 1"fl!EMDSHIP STATEMENTS AGAIN. THEY WOULD THEN EXPECT 
BT 
#431;> 
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THE US TO RESPOND IN A SIMILAR SPIRIT. 

" CLOU> EGYPT 1 PRESIDENT SADAT OPENED THE NEW PEOPLE'S 
A';SEMBLY ON SATURDAY WITH A SPEECH THAT WAS NOTABLE FOR 
Ir S MODERATE RHETORIC. HIS HARSHEST CRITICISM OF THE 
'EJECT IONISTS CHARACTERIZED THE RULERS OF LIBYA, SYRIA 
AND IRAQ AS "ADOLESCENTS" WHO RULE WITH ·.,.STEEL AND 
f IRE AND GALLOWS," HE SAID THAT EGYPT "WOULD NOT ADOPT A 
~FGAT IVE STAND ON ANY STEP THEY <THE REJECTIONISTS> WAN! 
Io TAKE .. , IF THEY WANT A GENEVA CONFERENCE, THEN WE WOULD 
· AY YES, IF THEY WANT THE SOVIET UNION'S PARTICIPATION, 
r HEN WE WOULD SAY YES," SADAT, IN EFFECT, CHALLENGED THE 
hr. JECT ION! ST S TO PRESENT A PROGRAM TO END THE MIDDLE EAST 
''DNFL ICT, BUT HE WENT ON TO PREDICT THAT THEY WOULD 

-.-EVADE,,,THE CONFRONTATION,,,," THE EGYPTIAN PRESIDENT 
l'HAISED THE OPPOSITION FOR PROVIDING A "COUNTEROPINION" 
IN BUILDING DEMOCRACY, AND LAUDED THE RCl.E OF THE PRESS. 
•1r: DID, HOWEVER, SPEAK OF "S!:TTLING ACCOUNTS" .WITH THOSE 
~RITERS WHO PUBLISH CRITICISMS OF EGYPT IN THE FOREIGN 
~ED IA IN A BILL T 0 BE PRESENTED T 0 THE ASSEMBLY IN AUGUST, 
';ADAT ALSO SAID THAT HE PLANS TO MEET SOON WITH BEGIN, 
fMBASSY CAIRO COMMENTS THAT, SIGNIFICANTLY, SADAT DID NOT 
ATTACK SAUDI ARABIA OR THE GULF STATES. 

"· CC) ISRAEL-EGYPT I A SENIOR IDF LIAISON OFFICER 
rotD THE SINAI FIELD MISSION THAT ONE OF TWO ISRAELI 
l>!VISIONS IN THE SOUTHERN COMMAND IS BEING PULLED our OF 
r HE SINAI AND PROBABLY WOULD BE REDEPl.OYED IN THE JORDAN 
VALLEY "WHERE IT IS NEEDED." 

1~. CU> THE MIDDLE EAST NEWS AGENCY ON JUNE 21 QUOTED 
AN OFFICIAL EGYPTIAN FOREIGN MINISTRY SOURCE AS SAYING 
r HAT THE ISRAELI DECISION TO SET UP A REGIONAL COUNCIL 'OF 
r::RAELI GOLAN SETTLEMENTS WAS "A NEW PROOF OF CONTINUED 
1:;RAELI VIOLATION OF THE PRINCIPLES OF INTERNATIONAL LAW," 
I 11E SOURCE ALSO SAID THAT THE ISRAELI MEASURE rs CONTRARY 
1n THE CAMP DAVID ACCORDS AND A "CONTINUATION OF ATTEMPTS 
I ' fl.ACE OBSTACLES ON THE ROAD OF A COMPREHENSIVE AND JUST 

FrTLEMENT •" 
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11. CU> WEST BANK! THE JERUSALEM POST ON JUNE 20 
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 20"' HEBRON NOTABLES WERJ: S?GPl!.ED 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 L Air/YER ELIAS KHOURY WAS PLEASED 
BY THE ISRAELI SUPREME COURT INJUNCTION 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 
\llILL BE DIFFICULT FOR THE SETTLERS T-0 STAY ON FOR LONG. 
THE COURT IS DUE TO ADJOURN FOR THE SlJ'lMER ON JULY 15 AND 
HE BELIEVES IT UNLIKELY THE CASE WILL BE HEARD BEFORE 
SEPTEMBER. WHEN THE CASE IS HEARD, KHOURY INTENDS TO 
BASF. HIS ARGUMENT AGAINST THE SETTLEMENT ON THE SECURITY 

ISSUE, AND IS 03TAINING 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• 

1.3. <U) ISR.4EL: THE ISRAELI CABINET DECIDtD ON SUNDAY 
TO RELEASE DEFENSE MINISTER WEIZMAN FROM SERVING ON THE 
AUTONOMY NEGOTIATING COMMITTEE. WEIZMAN WILL REMAIN 
AVAIL4RLE FOR CONSULTATIONS WITH THE COMMITTEE ON SECURITY 
MATTERS, AND GENER/IL TAMIR, HIS ADVISOR ON NATIONAL 
SECURITY AFFAIRS, WILL REMAIN A MEMBER OF THE DELEGATION. 
REUTER REPORTS THAT ~·EIZMAN LEFT THE COMMITTEE BECAUSE 
OF HIS STRONG DISSATISFACTION WITH BEGIN'S AUTONOMY POLICY, 
IT APPEARS, HOWEVEP, THAT THE TWO HAVE MOVED BACK FROM 

THI". CONFRONTATION THAT OCCURRED BETWEEN THEM OVER ELON 
MOREH LAST WEEK, 

14, ( IJ) 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 HOSPIT,~L WIT'"IIN THE NEXT 10 DAYS. 

15, <LI> ACCORDING TOPRESSREPORTS, A BOMB EXPLODED INSIDE 
A VAN /IT 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 
\o.'HEN IT EXPLOD':':D PREMATURELY. THE PLO CLAIMED RESPONSI-
JILITY FOR THE BOMBING. 

16. CU) THE NE\<' CHINA NEWS AGENCY REPORTED ON JUNE 2.3 
THAT PREMIER HUA KUO-FEND HAS RULED OUT ANY POSSIBILITY 
OF CHINA OP:::NING RELATIONS WITH ISRAEL, WHICH HE CLAIMED 
"1 1 ~~ HJVA!Jt:"D THE TERRITORIES OF ARAB COUNTRIES AND REFUSED 
B l'o:CoG~JZE THE SACRED NATIONAL RIGHTS OF PALESTINE." 

"T 
':;•)!" 
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17. CU) CANADA•ISRAELr 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. CU> LEBANON: RADIO BEIRUT REPORTED THAT ISRAELI 
WARPLANES ATTACKED TWO TAR GETS IN SOUTHERN LEBANON ON 
JUNE 24. ONE GROUP ATTACKED THE AQlBIYEH AREA (9 MILES 
SOUTH OF SIDON> NEAR THE AL•BEYSARIGEH REFUGEE CAMPS. 
PALESTINIAN SOURCES CLAIMED SEVERAL HOUSES AND 20 SHOPS 

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

19. CC> SOURCES OF OUR DEFENSE ATTACHE IN BEIRUT HAVE 
CONFIRMED THAT TWO FIJIAN U~IFIL MEMBERS WERE WOUNDED 
JUNE 19 IN AN EXCHANGE OF F'IRE WITH PALESTINIANS SOUTH 
OF TYRE. 

20. CC> DURING RECENT CONVERSATIONS WITH EMBASSY !)EIRUT, 
THE GOVERNOR OF' SOUTH LEBANON CLAIMED THAT THE RES UM PT ION 
OF GOVERNMENT SERVICES TO THE REGION HAS SO FAR BEEN 
SUCCESSFLL. WATER, ELECTRICITY, AND TELEPHONE SYSTEMS 
ARE WORKING IN TYRE, F'OR EXAMPLE, AND REPAIRS TO 1'HE LINES 
DELIVERING POWER SOUTH OF THE CITY ARE ALMOST COMPLETE. 

21. CC> EMBASSY BEIRUT REPORTED ON .JUNE 22 THAT A 
CEASE•F'IRE BETWEEN LEBANESE ARMY CLAP"> AND SYRIAN CADF> 
FORCES IN THE AQURAH AREA CONTINUED TO HOLD. THE LAF 
AND ADF' HAVE REPORTEDLY AGREED TO THE FOLLOWING MEASURES 
TO DEFUSE THE SITUATION I 

CA> THE LAF WILL REINFORCE ITS UNITS IN THE AREA; 

<B> THE AOF WILL PULL BACK F'ROM THE AQURAH ANO 
AFQA AREAS; AND 

CC> LEBANESE AUTHORITIES WILL COMPLETE THE ROAD 
WHICH THE AOF WAS BUILDING. 
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THE FlGHTrflG 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 TRADI,T IONAL CHR I STUN REGION OF LEBANON. 

22. CC) SYRIA: COMMENTING ON THE SYRIAN GOVERNMENT 
ANNOUNCEMENT OF THE MURDER OF OVER 50 ALAWITE CADETS, 
EMBASSY DAMASCUS NOTES THAT THE GOVERNMENT HAS PINNED THE 
BLAME ON THE MUSLIM BROTHtRHOOD AND •1MPERIALlstS• INSTEAD 
OF THE YOUTH OF MUHAMMAD CYOM>, WHICH IS WIDELY CREfUTED 
WITH BEING RESPONSIBLE FOR THE RECENT UPSURGE IN 
TERRORISM. AN EMBASSY SOURCE SAYS-THAT THE BROTHERHOOD 
CWHICH HAS MUCH MORE SUPPORT AMONG SUNNIS THAN THE YOM> 
WAS CHOSEN DELIBERATELY, IF RELUCTANTLY, BY ASSAD BECAUSE 
HE 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• 
HOOD IS EARNESTLY PURSUED, RUNS THE RISK OF ONLY 
EXACERBATING THE ALREADY SERIOUS INTERCOMMUNAL STRIFE 
BETWEEN ALAW !TES AND SUNNI s. 
23. CU) ARAFAT-SOVIET UNIONt THE KUWAUI NEWSPAPER 
AL•QABAS, CITING •wELL•INFORMED PALESTINIAN SOURCES, 
CLAIMED ON JUNE 23 THAT PLO LEADER ARAFAT WILL VISIT 
MOSCOW IN JULY AS PART OF A TOUR OF EASTERN EUROPEAN 
COUNTRIES. 

24. CU> WEST GERMANY-MIDDLE EASTt CHANCELLOR HELMUT 
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 RESll..T OF ITS CURRENT SETTLEMENT POLICY ON 
THE WEST BANK. •IF ISRAEL GOES ON WITH ITS PRESENT 
POLITICAL COURSE,• HE REPORTEDLY SAID, •tr WILL BE DIFFI• 
ClLT TO REMAIN A FRIEND.• CIT HAS BEEN REPORTED EARLIER 
THAT GERMAN FOREIGN MINISTER GENSCHER WILL VISIT SEVERAL 
ARAB STATES LATER THIS SUMMER.> CHRISTOPHER 
BT 
#4318 
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&LIIANDRIA PASS USHIDIL STlAUSS 

I FOLLOWING SINT ACTION SJCSTATI INrO BAGHDAD DRAIRAN JllUSALIM 
I MOG!DISCIO l!IT !DB l:UVUT JULY 1 

~QUOT:£ 
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DiPT. PLIASI PASS TO NIAi IAST AND SOUTH lSIAN POSTS 

1:.0. 1201551 GDS 7/1/8!5 (BOlIS I IUHNI) 01-P 
TAGS: PEPI SA US 
SOBJ: (U) l:ING l:BALID'S JUNI 31 INTllVIIV VITB IUVAITI NEWSPAPER 
U-SIIASSAB 

l. (U) PORTIONS or (ING l:RlLID'S INTllVIIV JONI 30 
WITH l:UVAITI NIVSPAPll 1L-SIT1SBAR VIII "PIOftlNINTLT JIATURID 
ON 1RONT 'PlGIS or SAUDI NIVSPlPllS JOLT 1, 
BOTH JNGLISB lND AllBIC. HOST or TBIH STISSID S'tl!IHINTS 
ON GULF SICORITT AND RILlTIONS VITI UNITID STATIS. 
ON GUL1 SICORI'l'T, SlUDI GAZITTI QUO!ID BIH 15 SAYING1 "VI BELIIVI 
THAT ANT INTIRJIRINCI IN TRI llGION WILL NIVll ACBilfl THI AIMS 
THAT PROMT IT. IN1 ACT, IT WILL ACBil'JI PllCISILY THI OPPOSITE. 
IT IS THI PIOPLI 01 Tll llGION lLONI VIO SIOULI II 
~ISPONSIBLI JOR PlOTICTING TRI RIGION, AND TRI 
~ PIACl-LOfING POVIRS SHOULD INCOUIAGI THIM IN !Bl! RISPONSIBILITT." 

2. (U) OI US RILATIONS AND TIJ llYlTIAN-ISlJ.ILI TlllTY. 
~AUDI l&IJTTI REPORTS THAT Tll l:ING ASSIRTID TBlT, 
~HATIVJlt RAD BllN SAID 11011! S!UDI DISAGlllHNTS VITI TRI US 
OflR TRI IGTPT-ISIAIL TlliTY,. ILlTIONS IHVllN THI UN;OH .lND . 
THI US lR! ST1.0N;LT BlSID ON HU!VlL COOPlllTION IN DI111RINT 111LDS. 
THI DI111RINCIS OVll !II TlllTY DO NOT AlrlCT TRI CONTINUITY or 
YRIINDSHli WITH TBI UNI'fll> STlTIS.• II IS RllOlTID TO Blfl GONI ON 
TO SAT: OUR STAND CO"IS FIOH THI BILIJ1 TBA! !KIRI ClN Bl NO 
COMfllBINSifl PJ.lCI IN TIJ llGION UNTIL 1111 llGB!S AND LAND ARI 
r.oMLJITILT 11sTOR1D. r11 IINlnoH•s STAND 1s GITTIN; INCRIASID sup-
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POl'f IN 111BlIC1, BU! lN 1NT CUI, TD JAG! D!t II IUI DIJDllN! 
nns ON !BIS ONI SUIJIC! DOii NO! 1111Ct on ftllNISIIP.· 

3. (C) COHMINfs UJ.LllJ'S Sflf.JllU!S o• HI PIUJ I'll.HY 1111 OS 
UL!!IOlll 111 CONSIHIH VI!J· &Hlttn IT 111 !O UIP . 
MIDDLI J&S! PJ1CI PIOBLIMS !11111!1 JaOtt lllDl-11 IIL1!111L 
RIL1'IONS lND TO PRISIHl1S IOOll JIU!DUL llU!lONI U POSSllLl, 
llM1RtS ON IU'r.1 Slct11lff·11J COllll!JRf VITI 11111 STAN& f!J.f JIS! 
VAT TO !SStJJll G'IJL1 SICVlITT II !llOUll l!ll~INI Dl11NSIS or 
IUL1 COUll!JlIIS ,. ll!ID. !1111 'HIOUll PUllllCI 01 ·91 11811 Ill 101. 
VI DO'Olf, IOlfltD, HJ.! tl&.tll MUii'! !O I.I.? 'IU! 1JS lN!Jl-
JJN!ION COULD JI UDILCOMI IN C.UIS or HUC! HUCI IT USSI 01 
SOYil'!-HC111l SUllOl&H •. 11011 on1CULI Dfl IDN ft1111 TO !ILL 
US t'Oil!LY But" OJ'1ICULJ.?. !Df "!llT 'UPIC! JIUC! US IlnOLUM'.INf U 
!11! lllH. HS! 

UNQUO!I CllIS!OPlll 
BT 
#2'7H 
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llMMTf 'ISJ811Jl.l527 •r IUQl1111 
DI IUllC #389&/11 1871159 
rn sssss ZZB . 
P 1151951Z JUL 79 
~ SICSUH VASllDC 
TO IMTSOM COLLICTifl PllORITT 

6 Jui. 79 il Z I .9 z 

r•ro IU.!'l'IS/ 'l'Rl!SDIY DIP!RTHIHT V!SIDC PllOlITT 2&97 
' annJCS/DOD/IS.l V.lSllDC PIIORITT 

n 
' I I c ll. I f SICTION 81 or 83 sun 17389&/01 

• I , l.O. 12965 GDS 7/5/85 (GRIJJIN, PRILIP J.) 

I UGSI IG, IS, PINR 

I IUBJJ:CT1 INTS011 8&6 - JOLT 5, 19'79 

, LONDON l'OR GLASPii 
1 PARIS l'OR NICKOLAS MURPBT 

DOD/IS! FOR RANSOM 
OTHIR ADDRESSEES rot CBIIPS or MISSION 

WARNING NOTICE SINSITIVI S09RCIS AND MITBODS INVOLVID 
•OT RILIASABLI TO 10RIIGN NATIONALS 

(PARAGRAPHS 1-5 SICllT/NOJORN) 

1. SAUDI VIIWS or TBI OS-SAUDI SPJCIAL.RILATIONSBIP: 
IMBASST JIDDA RICINTLY O!SllllD THAT Tll SAUDIS WANT TO 
lEIP DI111RINCIS OflR TRI PllCI PROCJSS SIPARATl.FROM 
US-SAUDI !ItATIRAt !ELATIONS, AND THAT THIT WOULD Lill 
THE SPICIAL lltATIONSHIP BITWllN OS TO CONTINUI. THI 
'ASIS or THIS RltATIONSBIP--OUR NllD roa OIL AND THI 
SAUDI NllD roa SICUIITT--VItL CONTINQI TO IIIST, BUT, 
THI EMBASSY POINTS OUT, ONLY SIRIOUS IJJORT ON BOTH SIDES 
CAN MAKI IT WORI. 

7. SADAT'S TRIP TO JIROSAtlM, TBI CAMP DAVID ACCORDS, 
AND TRI IGTPTI1N-IS1Altl Tll!TY R!fl PlODUCID SRAlP 
nr FURINCIS HTVllN Tiii US AND S10DI ARUU IN THE PAST 
IR MONTHS. IN ADDITION, THI INIRGY CIUNCR, WORSINID BT 
THE DECLINI IN IR1NI!N OIL PRODUCTION RAS PLACID INTO 
CftITICAL rocus SAUDI fllWS !ND ACTIONS ON OIL PRODUCTION 
AND PRICING. 

~. THE IFJICT or TRISI DIVELOPt'llNTS ON US-S!UDI RELATIONS 
HAS(lED IM!ASSY JIDDA TO PONDIR THI STATUS or OUR SPECIAL 
ftELUIONSHIP, WRICH IN llCENT TIARS BAS APPLllD TO A WIDE 
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RANGI or MATTERS INYOLYING OUR MUTUAL SILJ-INTIRIST: 

(A) SAUDI AlA!IA'S MILITARY DIJINSISI TRI SAUDIS STILL 
RIGARD THllR MILITARY RILATIONSHIP VITB THI US AS A 
MUTUALLY !INIJICllL PARTNllSBIP VBICB TBIY VIS! TO 
MAINTAIN. 

i!) COOPE~ATigN IN RIGIONAL A11AIRS1 VBILI IYINTS IN THI 
ARC or CRISIS RAVI JOSTIRID SAUDI DOUBTS ABOUT OUR 

WILLINGNESS TO ASSIST THIM IN AN IMIRGINCY, PU!LIC 
COMHITMENTS TO THIIR SECURITY AND OUR RISPONSIS TO THEIR 
PLIAS JOR ASSISTANCE TO NORTH YIMIN DURING THI YIMIN WAR 
llNIVID SAUDI CONlIDINCE IN THI US AS A SOURCI 01 STRENGTH. 

(C) US-SAUDI COOPIRATION IN THI KINGDOM'S ICONOMIC 
DIYILOPMENTI IN SPITI or DISINCINTIVES CRIATID BY us 
POLICIES WHICH DISCOURAGI PARTICIPATION 01 US llRMS IN 
THI SAUDI MARKET, OUR TllS VITH THl SAUDIS CONTINUE TO 
!I MUTUALLY BINIJICIAL--WI FAYI THI TECHNOLOGY THAT THEY 
WANT, AND THIY NOV CONSTITUTE OUR SEVENTH LARGEST MARKET. 

(D) COORDINATION IN PRODUCTION AND SUPPLY 01 OIL1 THE 
SAUDIS HAYE BIEN MllllD BY CRITICISMS 01 THI RISE IN 
OIL PRICES, lEELING THAT WI HAYI JAILED TO APPRECIATE 
THEIR ROLi IN INCRIASING PR~DUCTION TO orrs1T THI IRANIAN 
SHORTJALL (DURING THI DECEMBER-JEBRUARY PERIOD) AND IN 
HOLDING DOWN PRICES. IN BALANCING OPEC UNITY AND THEIR 
OWN CURRINT RIVENUI NEIDS, ON THE ONE HAND, AGAINST THEIR 
RISPONSIBILITIES TO THI WIST AND THEIR SPICIAL RELATIONSHIP 
WITH THE US ON THE OTHER, THE SAUDIS RECOGNIZE THEY HAVE 
NEITHER INOUGH SURPLUS PRODUCTION CAPACITY NOR INOUGH 
POLITICAL WILL TO DICTATI TO OPEC. IT IS INCRE!SJNGLY 
DillICULT roR THE LIADIRSHIP TO EXPLAIN TO THI TICHNOCRATS 
WHY SAUDI OIL PRICI AND PRODUCTION POLICIES ARE NOT iORE 
CONSISTINT WITH THIIR APPARENT ECONOMIC INTIRESTS. 

(I} COOPERATION ON M1DDLI EAST P1ACE1 WBILI THE SAUDIS 
VANT A COMPRIBENSI'I SETTLEMINT ACHIIVID THROUGH PEACEFUL 
HEANS, THE! SEEK TO PRESIRYE ARA! SOLIDARITY OUT or FEAR 
T;AT POLARIZATION or THE ARA! WORLD WILL THRIATIN SAUDI 
SICURITT AND INLARG! THE SOVllT ROLE IN THE MIDDLE EAST. 
UNDER THISE CJRCUMSTANCIS, TRI SPICIAL RILATIONSBIP DOES 
NOT :XTEND TO SAUDI SUPPORT 10R THI EGYPTIAN-ISRAELI 
TRIATY AS IT NOW STANDS--PARTICUL!RLT SINCI IT DOES NOT 
PROVIDE 10R A SOLUTION TO THE JERUSALIH QUISTION. 

(1) OTHER MATTERS: SAUDI ARABIA POSSISSIS A CONSERYATIYE 
SOCIETY WHOSE LAW AND CONSTITUTION ARE THI DIVINELY 
INS~R!D LAUS or ISLAM. THIS IS SOMETHING QUITE APART 
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1ROM 001 OWN MATliIALIS!, SICULAI AND PLIJtALIST SOCil!T. 
THI ~ONTIAST PlilODlClLLt CAUSIS US TO COHI INTO CONJLlCT 
OYll" A ~AlIITT 01 ISSUIS, INCLUDING !IOSI llLATlNG fO 
ll'OMAN IJGBTS. 

i. 11'1JASST JiDDA llLJIYIS-!Blf-!BI SllJl)IS SflLL WlllT fO 
HllNTAIN !llIR SPICllL llLlflONSIIP VITI US, IQ! TIA! 
!BJ:! •rs• TO llDl:rINI IT !O Lilli 00! COOPl11TION ON !Bl 
HIDDL~ llST PllCI PIOCISS. !BIT STILL V!Nf ro VOil WifB 
OS JN ICONOHlC DIVILOPMJN!, llGIONAL 111111S, 1MD 
!IL1fll1L HltlTAIT HATfllS. IN JICBANGJ, TllT Blfl 
TALllD 1100! ASSISTING THI OS IN !Bl INIRGT JIILD~OIL· 
101 SICUIITT IS STILL Tll JSSINCJ OJ !II SPJCilt 

'" ~~K 
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NNNNVV 1~011BRA528 
PP IUQ"llR 
DE ROJllC #389,/02 1870101 
ZNT SSSSS ZZll 
P 051951Z JUL 79 
lH SICSTATE WASllDC 
TO INTSUM COLLICTIVI PRIORITY 
INFO RUIATRS/ TRIASUIT DIPARTHENT VASllDC PRIORITY 2409 
RUIIJCS/DOD/ISA WASllDC PRIORITY 
BT 
s I c R I T SECTION 02 or 13 STATI 173894/02 

RII.A'l'IONSBIP. 

5. IVIN WITH THIS NIW DIJINITION, HOWIVIR, SOHi SAUDIS 
All 1JAR10I. THAT Tiii SPICIAL RILATIONSBIP WILL NOT WORK. 
SAODI ARABIA'S RELATIONS WITH THI OTBIR ARAB STATIS AND 
WITH Tiii OPEC COUNTRIIS WILL SUBJICT Tlli KINGDOM TO 
PRISSURIS AGAINST CONCESSIONS RJQUIRID BY THI SPECIAL 
RILATIONSBIP. SIMILARLY, fAILORI 0T TBJ: US PUBLIC TO 
APPRECIATE THI SAUDI ROLi AT THI JUNI 26-28 OPIC HllTING, 
us PUBLIC REACTION TO OIL PRICE INCRIASIS COMING OUT or 
Tiii HEITING, AND CONTINUING US REACTION TO SAUDI 
RILUCTANCI TO SUPPORT THE EGYPTIAN-ISRAELI TRIATY COULD 
CllATI SERIOUS PROBLEMS FOR Tiii UNITED STATIS IN PURSUING 
A SPECIAL RELATIONSHIP WITH SAUDI ARABIA. 

6. (C) ISRA1L-EXTIRNAL DEBT: ACCORDING TO A CIA 
ANALYSIS ISRAEL'S EXTERNAL DEBT SERVICI BORDEN SHOULD 
IASI OV-R THE NEXT lIVI YEARS IVIN THOUGH INTIRNATIONAL 
BORROWING TO llNANCI SINAI WITHDRAWALS HAY INCREASE. 
ISRAELI PROJECTIONS lNDICATI THAT BY 1983 THE DEBT 
SERVICE R.lTIO--lOREIGN INTiRJ:S'r AND PRINCIPAL PAYMENTS 
AS A PERCENTAGE or IIPORTS OF GOODS AND SiRVICES--WILL 
llLL BELOW 20 PERCENT FOR THE lIRST TIME SINCE THE 
1956 WAR. DESPITE THESE TRENDS, ISRAlLI orrICIALS ASSERT 
THAT TB! DEBT BORDIN WILL CAUSE SERIOUS BALANCE-OF-PAYMENTS 
PROBLIMS OVER THI NIIT FEW YEARS. 

7. (C) TO SUPPORT THEIR CLAIM or LOOMING PROBLEMS, THE 
OFFICIALS ARE USING A CONCIPT WITH LITTLE ECONOMIC 
HEANING--PER CAPITA DEBT--INSTEAD 01 THE COMMONLY 
ACCEPTED MEASUREMENT or THI DEBT SERVICE RATIO WHICH 
RELATES DEBT SERTICE PAYMENTS TO ABILITY TO PAY. TSE 
ISRAELIS PROBABLY ARI TRYING TO MAKE A WORSE CASE IN 
ORDER TO OBTAIN BETTER TERMS FOR US ASSISTANCE, WHICH 

::L~:: u:::·,:::·::.:~·;, RASING >RCiUSR ISRRILI 
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llPORfS 01'GOODS &ND SllfICIS All IIPICTID TO INCRIASE 
13 PllCINT PIR YIAI WBILI DIJ! SllfICI PAYMINTS ARE 
PIOJJCflD fO RISI '' AN lfll&GI ANNUAL 11!1 or ONLY ABOUT 
I PJRCINT. !Bl SLOW IATI or INCll!SI IN DIBT SllfICE 
111LICTS fBI CONCJSSION!L TIRMS or OS AID, INCLUDING 
&ITINDID llP&YHIN!"TllHS or UP TO •• TEARS, 19-TIAR 
GRACI PllIODS, AND LOW INTIRIST IATIS. THI US SHARI OF 
ISl!ILI DIBT B&S BIJN ST!!DlLT INCRIASING AND IS EXPECTED 
TO RISI TO ~ PllCINT IN 1983, UP 110H 35 PllCINT IN 
un7. 
9. (U) ISIAIL-HILITAIY1 IEUTll RIPORTID JULY 2 THAT 
ISIAILI' CIIlr or STArr IITAN BAD PIRSONALLT RIDUCID THE 

• SINTINCI or AN AIHY orrICIR CONfICTID or MURDERING FOUR 
~ ARABS DtTRING !II ISIAILI INCURSION INTO SOUTH LEBANON 
f TWO !JARS AGO. AN lPPIALS COURT BAD OPHILD AN IIGBT 
I TIAI TllH"BlrORI THI CRiil or STA11 RIDOCID TBE SENTENCE 

TO'TVO YIARS. INISSIT HIHBIR SBUL!MIT !LONI CALLED THE 

I CONfICTID orr1c11 1 W&l CRIMINAL AND SAID THE INISSET 
COULD NOT ACCIPT"Tll Clllr or STAJJ'S ACTION. THE NIWS 

' llPORf SUD'HI ISSUI IS IIPICflD TO :BJ: DIBATID IN THI 
: tNISSlf HIS WUI. 

19. (U) ussa-uS-HlDDLI IAST1 l111RRING TO AMBASSADOR 
STIAUSS' flSIT TO JORDAN AND SAUDI ARABIA, MOSCOW'S 
11.lJIC JWINDOW QN TRI WOILDP PIOGlllH or JOLT 2 SAID THI 
fISif IS"&IMID. AT IIPIDITING THI 10RHULATION or THI NEW 
DIAL AT Tll IIPINSI or TRI PALISTINIAN PEOPLE AND ••• TRYING 
TO Vl1(1N !II CON110NT1fION or JQIDAN AND SAUDI ARABIA 
WITl'Tll IG!PfIAN•ISIAILI DIALS• THI BROADC1S! SAID 
'WASJIINIJTON IS-APPi.YING SPICIAL PRISSURE ON RIYAD! AND 
STIIT1Mf~ •• !O IIPLOit SAUDI ARABIA'S CLOSE RELATIONS WITH 
!'!I US. HI ROGIAH 1LSO SAID WASHINGTON BAS NOT GIVEN 
UP Tll IDIA or USING rolCI !O 1CR11fE ITS •1HPIRIALISTIC 
OBJICTIYIS~~ 

11. (C) JGYP!-IUWU!1. HI GOflRNOll or EGYPT'S CIN'lRAL 
B!NI"IAS TOLD SlfllAL IHJASST CAIRO 011ICIRS THAT NO 
JORHAL 01 INJOIHAL llQUIST, TO HIS lNOWLEDGI, WAS MADE 
BY (OWAIT TO !II IGYPTIAN CINTIAL BANI 101 REPATRIATION 
or ITS DOLS 9~5 MILLION ON DIPOSIT. THIS CONTRADICTS 
JGTPTUN HINIHD or ICONOHT 1L-SAYll'S RIMARIS SOME WUKS 
AGO TO AHJASSADOi JILTS TIA! SVCB A RIQUIST BAD BIEN 
RJCIIflJ. IKIASSY CAIRO COHHINTS TBA! KUWAIT'S WITHDRAWAL 
or ITS -DIPOSITS rROH IGYPT DOIS NOT APPEAR TO Bl A 
PRISSING PROILIH roa IG!Pf. 

12. (V) l&YPT-1011 . A HIDDLI IAST NIWS AGENCY REPORT 
S!T~TBAT IGYPT BAS PAILID TO RIACB AGRJIHINT WITH SAUDI 



&llJIA, QA!ll 1ND !II ONITID AR1B IMIIA!IS ON Tll 

tlQUIDA!TON 01 TBI 1RAB ORGANIZAIION rot INDUS!IIALIZATION 
101). !II llPOR! SAID TH1T 11 !Bl O!Hll !Hiii PARTIES 

111 1Glll.AJLI, IGTPT PLANS TO 181 TBI WOILD BANI TO 
ARII,_1!1 !HI DISPUTI. IGTP! !AD PllTIOOSLT SAID !HAT 
If WOULD C.lll.IT ON 1LONI WIT! THI 101 Ir !Bl 0!111 
Pll!N~S IACIID OU!.· 

I 1a. (C) IGTPT-PlflOLIUMI IGTPT IS TAIING ADf1NT1GE or llCIN! OPIC PlICI INCllASIS AND PRODUCTION SIORT1GIS 
r!O GllATLT 11151 !II PRICI or ITS CRUDI OIL. JGTPT HAS 
·•OTIJIID ITS CUSTOMllS TBA! ITS BIGBIST QU1LITT BLIND 
1:111111:vou:IJJ SILL ro1 DOLS 32,!SI 1 B11lRIL IN 'HI !BIRD 
It 
1819' 
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NNNNVf ISB012BRA530 
PP RUQMBR 
DI RUIHC #3894/03 1870104 
ZNY SSSSS ZZB 
P 051951Z JUL 79 
FM S!CSTATI WASHDC 
TO INTSUM COLLECTIVE PRIORITY 

6 Jut 19 u z z 0;: 

INFO RUl!TRS/ TREASURY DEPARTMENT WASBDC PRIORITY 2409 
RUEKJCS/DOD/ISA WASHDC PRIORITY 
BT 
s I c R E T FINAL SECTION or 03 STATE 173894/03 

QUARTIR, WHILE A LISSER CRUDE WOULD Bl PRICED AT 
DOLS 26.40 PER BARREL- JUNE PRICES FOR THESE CRUDES WERE 

, DOLS 20.;0 AND DOLS 17.52 RISPICTIVILY. TBE MAJORITY OF 
; EGYPTIAN CUSTOMERS REPORTEDLY ACCEPTID TBE NIW PRICES. 

· 14. (U) SAUDI !RABU-OIL-TiRROUSM: PRISS REPORTS JULY 2 
- QUOTID THI NEWSWEEK INTIRVIIW IN WHICH SAUDI OIL MINISTER 

TAMANI SAID THE PALESTINIANS COULD SINK A SUPERTANKER IN 
THI STRAIT OF HORMUZ AND MAKI THE CURRENT OIL CRISIS 
"SEEM LIKE CHILD'S PLAY." , ••• TBi PALESTINIANS ARE 
GROWING DESPERATE,' YAMANI SAID, AND I WOULDN'T BE 
SURPRISED IF ONE DAY THEY SANK ONE OR TWO SUPERTANKERS ••• 
TO 10RCE T~E WORLD TO DO SOMETHING ABOUT THEIR PLIGHT 
AND ISRAELS OBSTINACY.; 

15. ( U) ARUAT-PRESS CONJERENCE: IN_ A PRESS CONFERENCE 
JOLT 3, IN BEIRUT YASSER ARA1AT: 

(A) ACCUSED ISRAEL 01 USING INTERNATIONALLY BANNED 
WEAPONS AND RENDERING 500,000 LEBANESE AND PALESTINIANS 
HOMELESS; 

(B) ASKED HOW PRESIDENT CARTER COULD SPEAK ABOUT 
HUMAN RIGHTS AND YET FORGET TH: HUMAN RIGHTS OF LEBANES1 
AND PALE~TINIANS BEING KILLED BI THE "AMERICAN WAR 
MACHINE; AND 

(C) APPEALED TO IHE PRISS AND INTERNATIONAL OPINION 
TO SPEAK OUT ON THIS MASSACRE., 

16. (U) PLO-ISLAMIC CONfE 1-NCE: REUTER REPORTED JULY 3 
THAT AT AN ISLAMIC CONF-R-NGE MEETING IN MOROCCO THE PLO 
C~LLED ON ISLAMIC COUNTRIES TO DEVISE AN ECONOMIC STRATEGY 
TO FORCE INDUSTRIALIZED NATIONS, PARTICULARLY THE US, 
TO CHANGE POLICIES TO~ARD THE PALESTINIANS. THE STRATEGY 
:;nonn COVER PETROLEUM' BANK DEPOSITS' TRADE AND I NVESTMEN '.', 
TH!;' ]LO SAID. 

J 
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17, (LOU) SYRU-US1 · AN IDITORUL JULY 1 IN AL-BUTH, 
THI ORGAN or THI SYRIAN BAATB PARTY, GAfl THI JIRST 
AUTHOlITATifl SYRIAN RIACTION TO THI US CALL FOR RESTRAINT 
FOLLOWING THI JUNE 27 STRIAN-ISRAILI AIR CLASHIS OYER 
LIBANON. THI IDITORIAL ASKS WBT THI US IS CALLING FOR 
RISTl!INT AT THIS PARTICULAR TIMI, iSPICIALLY IN VIEW or 
CONTINUID ISR!ILI AIR STRIKIS IMPLOYING US MILITARY 
IQUIPMINT AGAINST LIBANON, TBI IDITORIAL CLAIMS TBE ONUS 
IS ON ISlAIL TO IIIRCISI RISTlAINT RATHll THAN ON STRIA 
WIICBi IT SAIS, BAS BIEN DEFENDING LEBANON AGAINST ISRAEL. 
TBI SIRIANS BAVI NOT OFFICIALLY RiSPOND1D TO OUR PROTEST 
Oflll CH!RGIS or us LINKS VITB SUBllRSill MUSLIM BROTHERHOOD 
ACTS JUT THI PRISS HAS CARRllD TRI STORY Tll!T ACCORDING TO 
INJORHID SOURCES IN DAMASCUS, STRIA REJECTED THI PROTEST. 

THI' "INFORMED SOURCE, IN THIS CASE IS BILIIYID TO Bl 
JORIIGN MINISTER KHADDAM. 

18. (U) LIBANON-GOVIRNMENT JORMATION: PRIME MINISTER 
AL-HUSS BAS STATED THAT HIS NEW CABINIT, WHEN FORMED, 
WOULD SllK TO CARRY OUT TBI PRINCIPLES OF TBE BATT 
AL-DIN CONFERENCE 01 OCTOBER 1978, AL-BUSS INCLUDED 
!HONG THESE PRINCIPLES THE CONJIRMATION or LEBANESE UNITY; 
CONDIMNATION or COLLABORATION· WITH ISRAEL; AND THI BUILD­
ING OF A "NATIONALLY BALANCED ARMY" THAT COULD EVENTUALLY 
REPLACE THI !RAJ DETiRRINT JORCES. MEANWHILE, THE COMMAND 
01 THE RIGHTIST LEBANESE FRONT ISSUED A STATEMENT DECLARING 
THE REMARKS OF AL-BUSS •WILL NOT HILP IN CLEARING THi WAY 
10R LAYING DOWN THE FOUNDATION 01 A NEV GOVIRNMINT. THE 
PRINCIPLES MENTIONED BI AL-HUSS WERE CHARACTERIZED AS 
BIING "OUT OF DATE.• CAMILLI CBAMOUN, BOWElER, DID NOT 
APPEAR TO WHOf1LT ENDORSI T!I ST!TIME.NT, CLAIMING THAT HE 
WOULD TAKE A WAIT-AND-SEE ATTITUDE. CHRlSTOPHIR 
BT 
#3894 
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NNNNK MVVV ESA675 3RA9 II 
PP RUll'lHR , 
DE R llEHSD #0306VJ 1870928 
Z NY SS SSS ZZ H 

~TE C R E T ST ATE SVC 03 06W 6 Jll\. 1~ 0 9 3 b I 
ZUI Sl'ATE 173894 IMI 173894 DE RUEHC 3894 1570106 P C5 l'.)51::'. 
JlL 79. PARA B. IMI 8 LIN!: .5 IMI 5 PERCENT OMITTED AND 
SEMI-COLON ACC IDE NTL Y REPLACED IT• PLS CORRECT LINE 5 
PARA 8 TO READ AS FOLLOWS: 

"5 PERCENT. THE SLOW R4TC OF INCREASE IN D.EBT SERVI CZ" 
T KS 
ST 
#0306 

NNNN0FDM 
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NNNNW EIA014MCA018 
PP RUc;MHR 
DE RUGMRA #4991 1881245 
Z NY CCC CC ZZ H 
PR 11J71205Z JUO 79 
Fl'! AMEM BA SSY J lDD A 
TO RUEHC/SECSIATE WASHDC PRIORITY 6626 
INFO RUQMYA/USLO RIYADH 3765 
RUQMDH/AMCONSlL DHAHRAN 2722 
RUDTC/AMEMBASSY LONDON 4-405 
2HS/AMEMBASSY CARACAS 209 
RUFHRS/AMEMBASSY ALGIERS 7111 
RUGMOD/AMEMBASSY DOHA 74111. 
RUK09T/AMEMBASSY JAKARTA 251 
RUQMKW/AMEMASSY KUllAIT 4273 
RUEHOS/AMEMBASSY LAGOS 228 

.RUFHLC/AMEMBASSY LIBREVILLE 47 
RUQMAM/AMEMBASSY MANAMA 1483 
RUc;MMT /AMEMBASSY MUSCAT 67111 
RUESQI/AMEMBASSY QUITO 72 
RUQ'IHR/AMEMBASSY TEHRAN 2736 
RUll'lTl/AMEMASSY TRIPOLI 1043 
RUFHAU/AMEMBASSY VIENNA 251 
RUEHAD/USINT BAGHDAD 3244 
RUFHOL/AMEMASSY BONN 644 
RUEHME/AMEMBASSY MEXICO CITY 39 
RUFNPS/AMEMBASSY PAIS 2048 
BT 
C 0 N F I D E N T I A L JIDDA 4991 

E.o. 12065: GOS 7/3/85 CNORRIS, CHESTER) OR-E 
TAGS: ENRG, SA 
SUBJECT: CU> SAUDI PRODUCT JON INCREASE 

REF: JIDDA 4917 CNOTAL> 

l. <C - ENT IRE TEXT> 
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• FOLL OV ING THE REPORT OF JULY 2 FROM ROYAb COURT 
'OURCES THAT SAUDI ARABIA WOULD INCREASE PRODUCTION FlY 
~N USPECIFIDU Ar'lOUNT, ENGLISH-LANGUAGE PAPER •ARAB 
'IFWS" INTERVIEWED DR. ABDUL HAD! TAHER, GOVERNOR OF" 

f'F.TROMIN. DR. TAHER STATED THAT THE EXACT SIZE OF" THE 
TNr:REASE WAS NOT YET FIXED AND \llAS TO BE DECIDED BY 
ff:CHNICAZ CONS![)ERATIONSJ THE INCREASE WAS TEMPORARY 
~ND DESIGNED TO MET "THE GOVERNMENT'S FINANCIAL 
'FOUIREMENTS"; AND THAT THE EXACT PRODUCION WOULD BE 
CHARED AMONG PETROMIN AND THE FOUR US OIL COMPANIES 
f HAT ARE THE PARTNERS IN OPEC. 

1. COMMENT: DR. T-AHER LEFT FOR LONDON EARLY THIS 
~IJRNING. \llORKING LEVEL OFFICIALS IN THE JIDDA. OFFICE 
OF PETROMIN COULD NOT ADD TO PUBLISHED REPORTS, NOR 
r,QlLD PRESS OR DIPLOMATIC CONTACTS OF THE EMBASSY. 
ONE CONT AC! SUGGESTED THAT PART OF THE INCREASED. 
PROD UC! ION MIGHT BE ALLOCATED TO THE ENTITLEMENTS 
rJl THE 
JOINT VENTURE PARTNERS IN THE NEW REFINERY AND PETRO• 
r,KEMICAL PROJECTS IN JUBAIL AND Yli:HBU, BECAUSE OF THE 
FMPHASIS ON NATIONAL DEVELOPMENT IN BOTH THE ORIGINAL 
SfATEMENT ANO THE TAHER INTERVIEW. HOWE ER,NTHE 
srATEMENT THAT THE INCREASE IS Olt.Y TEMPORARY TENDS TO 
NEGATE THIS THEORY, AND SUGGESTS THAT !HES!: STATEMENTS 
ARE INTENDED TO DEFLECT CRITICISM BY OTHER OKEC MEMBERS 
OF HAVING "SOLD our· TO THE u.s. 
WEST 
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1 o Jut 19 ~ 7 3 u '-v .~ 

NNNNVY r:•fil':'PHA930 rC."· 
PP !ll1\,/MllH .. 

~~y H~I: ~~~· #11'.'~li 1 !1111230 ? r 1'1/M 
P Vl>1llll•' Jill. ?'I Ip f ~ (5' c,t 
FM ti' CJNl'Killi HIHINGEN GE//ECJ3-JRC// ()1" /~ ..A'I ~' 
TO l<flQr~111</r:t! 11::MTM Tt:RRAN IRAN ~ jt""'; A.,.- f ~v~/' , 
H\1~'1hA/HT'l·A I .JIDDA SAUDI ARABI'!- r; t' w""'., 

f ;;::;; ~ :'. '.;: '.'.'.'.'.'.~'.::· :~'~:::: ,~:::. ,, , ~P,;j 
RH: Y 1"1 Ii f'J'il 742Z MAI 79 v" U 
1. I• ) II: AH CAN SUPPORT A DEPLOYMINT SUCH AS PROPOSED IN REF MSG r 
CONrI Nl;!:NT U~ON ~01'11CIIJ(! Ll~D TIHI :roR PLANNING AND PROVISION or 
JUHNOINC TO COHR tOUL cos!!. ·CIITIClL JUNDING SHORTlALLS VITHIN 
TRI~; CllMMANV PRKCLUDI Tiii usl' OJ UsAn: FUNDS TO HUT THIS RJ:QUIRE-
MT.NT. I NC LllD I NG DiPLOYMIN'f/RIDIPLOIHENT costs. IT SHOULD u NOTED 
THAT OY.PI.OUHNT 01' TWO Rf-U WOULD RIQUIRI A SUPPORT PACHGE or 40 
TO fif' HH~:oNNl:L AND INVOLVE DJ:!'llLID ADVANCED PLANNING INCLUDING THI 
Nf.tD FDR A ~ITI SURVEY. 
2. (~) nrP1:NDING UPON TRI PRICISI GOALS OJ THIS DEPLOYMENT, OTHER 
fOfiCI: :;r BS ZND COMPOSITIONS HU PROVE MORI BINEFICIAL. IT IS OUR 
UNDERSTANDING THAT SOMI FORH or l!IIRCISE DEPLOYMENT MIGHT EE CON­
SIDERED AS A MEANS Of SHOWING US lNTERIST AND SUPPORT IN SAUDI ARABIA.II 

THE CASE, !HE BEST APPROACH HIGHT 111: TO INCLUDJ: A RiCON-
NAIZl!NCJ KLEMENT AS PART or A LA~IR PAClAGI INCLUDING 1-4S OR OTHIR 

PAGt '2 RUSNAAA0246 S I C' li i' f . 
71GHTlfiS. SUCH A fORCI WOULD P!OYIDI A MORI E171CIENT USE OF SUP­
PORT AS SUS. ON THE OTHER BAND, ·11 TB SOLi OBJJ:CTiil IS TO UPGRADE 
SAUDI ARABIAN RECONNAISSANCI CAPABILITIES, IT MAY NOT Bl NECESSARY 
TO !JI l'LOY RF-45 BUT CONCENTRATE ON SOME FORM OF AN ASSISTANCE VISIT 
DESIGNED TO SURVEY REQOIREMINTS. IN llTHER CASE, THIS DIPLOYMENT 
SHOULD BE VIE~ED AS A FIRST STIP TO IDINTil! PROBLEM ARIAS RATHEi 
THAN A SOLUTION TO UPGRADING SAUDI ARABIAN CAPABILITIES. THE LON~IR 
RANGE GOAL wOOLD APPEAR TO REQUIRI SOME FORM Of HAAG EQUIVALENT TEAM 
PROVJDFD fHOM CONUS RESOURCIS. 
DECL 04 MAY 1985. 
1!T 
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N~NNVV ESB027BRA049 
!'!' RIJOMHR 
OF RUEHC #3729 1961535 
rnr sssss ZZh 
k 151500Z JUL 79 
r~ SKCSTATE WASHDC 
'.' , RUQMBI/AMEMBASST ABU D:UBI ~'546 
'UGMOD/AMEMBASSt DOHA 9975 · 
kUQM:C'i/AMEMBASST KUWAIT 7776 
kUQMAM/AMEMUSSY MANAMA 5111 
kllOMMT/AMEMBASST MUSCAT 8273 
HUQMNS/AMEMBASSY SANA 4857 
HllQMHR/AMEMBASST TEH.RAN 3491 -
1 NFO RUQMDH/AMCONSTJL DHAHRAN 3572 
RUSBOD/AMEMBASSY ISLAMABAD 6168 
'lllQMRA/AMEMEASST JIDDA 03.36 
!llJOMYA/USLO RIYADH 2514 . 
kUQMDJ/AMEMBASSY DJIBOUTI 3100 
~lJENAAA/CNO ~ASHDC 
pnEKJCS/ JCS WASHDC 4098 
i'UE«JCS/ SECDtF llASPDC 4637 
"rJStJAAA/USCINCEUR VAIHlNGt;;N GE 
'T 
~ E C R E T STATF 183729 

I& Jul 19 OZ I Z t 

r.o. 12365; GDS 7/12/85 (BURLEIGH, A. PETER) 

TAGS: ~ARR, SA, US 

S!JEJECT; l'-3 :FLIGHTS TO SAUDI ARABIA 

1. SECKET - ENTIRE TEXT. 

" III: ACTION ACDRESSEES SHOULD BE AWARE THAT THE SAG 
AND THE USG FAYE AGREED TO COMMEN.CE- P-3 SURVEILLANCE 
fLIGRTS IN THE NEAR 1UTURE. THE AIRCRAFT WILL USE DHAHRAN 
AIRFIELD FOR ONE DEPLOYMENT EACH MONTH WHICH WILL-LAST . 
. 1-5 DAYS. HC'I DEPLOYMl~T WILL CONSIST 01 ONE DUGO GARCIA 
TO DEAERAN, ONE DHAl!RAN 'l'O DJIAHRAN AND ONE DliAHRAN TO 
DU'GC GARCIA LEG. SAUDI MILITARY 011ICiRS WILL PARTI CI­
n'l'" IN THE DHAHRAN TO DHAllRAN LEG or THE DlPLOYMllNT AND 
TPE SAG iILL HAVE ACCISS TO THI IN10RMATION GATHERED. 

• THE PURPOSE OF THE DEPLOYMENT IS TO CONDUCT MARITIME 
ol'RVEILLANCr. OF ,-g:i; ARABIAN SlllA,-GULF OF OMAN, PERSIAN 
GULF, GULF OF ADEN AND Tl'i RID SJ:A. END FYI. 
C"RIS'l'OP}!ER 
2r 
11\729 
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NNNNVY r:•Hl':'f'HA930 

l O Jut 79 V 7 3 U z.V 
pp !ll1\,/Mll~ ~ 
~~y H~I: ~~~& #!';·~Ii HHH230 ./)/ _~r c,.tlC 
P Yl'lllll•' Jill. ?'I Ip~ pr_ (5' 
1M 11' CJNl'~llH YAIHJNGEN Gi//ECJ'3-JRC// ()1" /~ ..J'I ~ 
TO JdlQr~JIH/r:t! 11::MTM Tt:RRAN IRAN ~ ------- /ti"";_./..,.- f 
H\1~'1hA/ff}"l·A I .JIDDA SAUDI ARABI'!- 'JI"; t' llJ' 
('>'•!'!».'"Al -1~' 
rn lie.; 1::.H1: i<AM:;n1N AB GE//Do I// ,ll-•. ~"' 
TO 11::r1Nn'.llH VAIHINGiH Gl//ECJ:S JRC// ctr t.• 
.n ,.. 

·~oi/ i,/4~ I1l:PLOTMINT TO SAUDI ARABIA (U) ) liJ. tt1
1 

RH: y1111~ Wll742Z MAI 79 {In 04 

1. I• ) ll: AH CAN SUPPORT A DEPLOYMINT SUCH AS PROPOSED IN REF MSG 
CONTI N<;!'.NT U~ON SUFlICIIJ(T Ll~D TIMI :roR PLANNING AND PROVISION or 
JlJHN 01 NC TO COHR rout cos!! .• :CRITICAL JUNDING SHOR'fl.lLLS VI THIN 
TRI:: CilMMANU PRKCLUDI Tiii OSI o:r uun: FUNDS TO MEIT THIS RJ:QUIRE­
MT.NT, JNCLllDING DiPLOYMINT/RIDIPLOYMENT COSTS. IT SHOULD U NOTED 
THAT nr.PI.OUHNT 01' TWO Rl-4,S WOULD RIQUIRI A SUPPORT PACUGE 01 40 
TO fif' HH::oNNl:L AND INVOLVE DITllLID ADVANCED PLANNING INCLUDING THJ 
Nf.tD FOR A SITE SURVEY. 
2. (~) TlYPl'.NDING UPON TRI PRICISI GOALS or THIS DEPLOYMENT, OTHER 
fOfiCI: :;ins ZND COMPOSITIONS HU PROVE MORI BINEFICIAL. IT IS OUR 
UNDERSTANDING THAT SOMI FORM or :t:IIRCISE DEPLOYMENT MIGHT EE CON­
SlDlRf.D AS A MEANS or SHOWING us lNTERIST AND SUPPORT IN SAUDI ARABl 

THl CASI:, THI: BEST APPROACH HIGHT :BE TO INCLUDE A RiCON-
NAIZl!NCJ KLEMENT AS PART or l Ll~IR PAClAGE INCLUDING 1-4S OR OTHI 

PAGI '2 RUSNAAA0246 S I C' R i' f . 
71GHTlfiS. SUCH A FORCI WOULD P!OYIDI A MORI E171CIENT USE OF SUP­
PORT ASSETS. ON THE OTlllR HAND, .Z:l THI' SOLi OBJICTiii IS TO UPGRADE 
SAUDI ARABIAN RECONNAISSANCi CAPABILITIES, IT MAY NOT Bl NECESSARY 
TO !J!f'LOY RF-45 BUT CONCENTRATE ON SOME FORM or AN ASSISTANCE VISH 
DESIGNED TO SURVEY REQUIREMENTS. IN EITHER CASE, THIS DlPLOYMENT 
SHOULD BE VIE~ED AS A rIRST STEP TO IDINTllY PROBLEM ARIAS RATHEi 
THAN A SOLUTION TO UPGRADING SAUDI ARABIAN CAPABILITIES. THI LON~ER 
RANGE GOAL wOULD APPEAR TO RIQUIRi SOME FORM OF MAAG EQUIVALENT TEA~ 
PROVJDFD fHOM CONUS RESOURCIS. 
DECL 04 MAY 1985. 
1!T 
#fl?4f 
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.NVV ESB027BRA049 
qrlQMl!R 
~UEHC #3729 1961535 

·' SSSSS ?Zh 
!'l1500Z JUL 79 
SbCSTATE \:ASHDC 
'UQMBI/AMEMBASSY ABl' DHABI ~546 

,MOD/AMEMBASSY DOHA 9975 
· .;M'('i/AMEMBASSY r:U'f/AIT 7776 

)MAM/AMEMBASSY MANAMA 5111 
· .-M~T/AMEMBASSY MUSCAT 8273 
~MNS/AMEMBASSY SANA 4857 
~MRR/AMEMBASSY TEHRAN 3491-

. 'i'O RUQMDH/AMCONSTJL DHAHRAN 3572 
SBQD/AMEMBASSY ISLAMABflD 6168 
JMRA/AMEMBASSY JIDDA 03~6 

'CMYA/USLO RIYADH 2514 
cMDJ/AMEMBASSY DJIBOUTI 3100 
e.NAAA/CNO •ASHDC 
"<JCU JCS oiASHDC 4J92 
~~JCS/ SECDiF WASPDC 4637 
·~AAA/0SCINC£UR VAIBIN~~N GE 

' C R E T STATF 183729 

16 Jm. 79 O Z I 2 z 

• 12?65: ~DS 7/12/85 (BURLEIGH, A, PETER) 

· tJrCT: t-3 FLIGHTS TO SAUDI ARABIA 

SECHET - ENTIRE TEXT. 

FYI: ACTION ADDRESSEES SHOULD BE AWARE THAT THE SAG 
' <I '!'HE usr, f AVE AGREED TO COMMENCE- P-3 SURVElLLANCt: 
' . TGETS IN THE NEAR FUTURE. THE AIRCRAFT WILL USE DHAHRAN 

IRFIELD Foa ONE DEPLOYMENT EACH MONTH WHICH WILL-LAST 
5 DAYS. lACq D£PLOYME~T WILL CONSIST or ONE DIEGO GARCIA 

DEAERAN, ONE DnAERAN TO D~AHRAN AND ONE DHAHRAN TO 
!GC GARCIA LEG-. SAUDI MILITARY OFFICERS WILL PART! CI­
i'< IN rHE DHAHRAN TO DHA.HRAN LEG or TH!: DEPLOYMENT AND 
f SAG 'ILL HAVE ACCESS TO THE INFORMATION GATHERED. 

THE PURPOSE CF THE DEPLOYMiNT IS TO CONDUCT MARITIME 
'RVfILLANCr OF TH1 ARABIAN SIA,-GOLF OF OMAN, PERSIA~ 
'LF, GULF OF ADEN AND TPE RED SEA. END FYI. 
J<IS'l'OPl!ER 
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NNNNVV ESA924!'!AA35 I 
RR RUGl'lllR 
DE RUQMRA #5266 1980855 
ZNY CCCCC ZZH 
R 1 7083 lZ JIJ. 79 
FM AMEMBASSY JIDDA 
TO RUEHC/SECSTATE WASHDC 6754 
INFO RUQMKW/AMEMBASSY Kl.PllAIT 4276 
RUO'IBI/AMEMBASSY ABU DHABI 1734 
RUQllHR/AMEMBASSY TEHRAN 2742-
RUQMT I/AMEMBASSY TRIPOLI 1045 
RUFHRS/AMEMBASSY ALG1ERS 7112 
Rl£HOS/AMEMASSY LAGOS 229 
RUGJ'IYA/U!i..O RIYADH 3818 
RUQMDH/AMCONSlL DHAHRAN 2753 
er 
C 0 N F I D E N T I A L JIDDA 5266 

E.o. 120651 GDS 7116/85 CSALOOM, JOSEPH> OR-E 
TAGS! EFIN 

I 7 JuL is I' ~ J ' z 

SUBJECT I CONGRESSIONAL HEARINGS ON OPEC INVESTMENT IN THE US 

REF: STATE 180653 CNOTAL> 

1. CC• ENTIRE TEXT> 

2. ECONOFF PASSED INFO IN PAR AS 1 ·4 OF REFTEL T 0 
DEPUl'Y MINISTE OF FOREIGN AFFAIRS< IN CHARGE OF 
ECONOMIC AND PETROLEUM MATTERS), SHEIKH ABDULLAH 
ALIREZA ON JUl..Y 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 
K\ID MANY ALTERNATIVES FOR PLACING SURPLUS FUNDS. 

4. COMMENT I 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 
BT 
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IAGPVV ESA 185BRA87et 
1•p RUQMHR 
i'E RUEHC #6174 2000455 
f"Y CCCCC ZZH 
I' l82.358Z JlL 79 
FM SE CST ATE WASHll C 
rn RU~RA/AMEMBASSY JIDDA PRIORITY 03.37 
INFO RUQMKW/AMEMBASSY KUWAIT PRICllITY 7787 
llUQMBI/AMEMBASSY ABU DHABI PRICllITY 4561 
llUSBQO/AMEMBASSY ISLAMABAD PRICllITY 619.3 
I< UQMMT /AMEMBASSY MUSCAT PRIORITY 8277 
HUSBAE/AMEMBASSY NEW DELHI PRIORITY 98210 
RUGl'IHR/AMEMBASSY TEHRAN PRIORITY 3531 
llUEHAD/USINT BAGHDAD PRIORITY 1598 
11T 
C 0 N F I D E N T I A L ST ATE 186174 

f.O. 12065 <DS - 7118/85 <TWINAM, JOSEPH> 

TAGS1 MILI, SA, US 

l 9 .ltA. 79 L 5 U & z 

SUBJECT! SAlDI ATTITlllE TOWARD US MILITARY PRESENCE 

1. DUl ING JtL Y 17 LUNCHEON WITH SAUM)ERS AND TWINAM, 
SAlll I AMBASSADOR ALHEGELAN VOLUNTEERED FOR THE SECOND TIME 
IN 01.Jl CONTACTS WITH Hil'I SINCE HIS ARRIVAL A FAIRLY POINTED 
r.RITICISM OF US MILITARY PRF:SENCE IN THE PERSIAN GULF/ 
ARABIAN PENINSULA REGION. HIS THEME WAS THAT IN THE 
ABSENCE OF MIDDLE EAST PEACE, AllY INCREASE IN US MILITARY 
ffiESENCE WOULD BE UNSETTLING IN THE REGION AND THAT IF 
PEACE JS ACHIEVED IT WO!l.D BE UNNECESSARY. 

?. SINCE HIS ARR JVAL ALHEGELAN HAS STRUCK US AS BOTH 
ARTICtLATE AND EXTREMELY WELL BRIEFED BY SAUDI Al'l.BASSADORIAL 
STANDARDS. HIS LINE ON MILITARY PRESENCE IS A VARIATION 
ON THAT WHICH PRINCE SAUD TOOK IN THE PREPARATORY COMMITTEE 
MEET I NG FEBRUARY 181 N RIYADH WHEN BOB MURRAY AND COMPANY 
RETURNED -TO RIYADH IN THE COlftSE OF S.ECRETARY BROWN'S 
VISIT TO THE AREA. 

'· FOR AMBASSAD.Cll WEST1 IT WOULD BE HELPFUL TO HAVE YOUR 
VIEW, W !TH.OUT YOlfl MAKING-APPROACH .TO SAG, AS TO EXTENT 
ALHEGELAN'S COflll'IEMTS REl'LECT OFFICIAL SAG POSITION OR 
WHETHER HE IS Sil'IPL Y FREE-WHEELING AGAINST THE BACKGROUNQ 

1F PUBLICLY EXPRESSED CONCERN IN THE GlLF ABOUT RUMORS 
OF US BUILDUP OF CAPABILITY TO INTERVENE "1ILITARILY IN 
TXE REGION, IN 1974•75 NEGOTIATIONS TO RETAIN US NAVY IN 
'AHRA IN, SAlllI SUPPORT WITH GOVERNMENT OF BAHRAIN FOR 
'IDDLE EAST FORCE PRESENCE WAS AN tMPORTANT FACTCll IN EVEN-
TUAL BAHRAIN! DECISION TO LET US RETAIN FACILITIES, WE 
WOlLD BE PARTICU.ARLY INTERESTED IN YOlfl ASSESSl'IENT OF 
w~ET HER SAG WOU.D SUPPORT, OR AT LEAST RAISE NO OBJECT ION, 
TO AN INCREASE I~ THE MIDDLE EAST FORCE PREc;ENCE. VANCE 
''T 
#(, l 74 
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NNNNCIMAVV ESA574RAA~40 
RR R lJQMHR 
DE RIJQlllRA #5389 2<131145 
Z NY CC CCC ZZ H 
R 22 113 0Z JUL 79 
FM AMEMBASSY JIDDA 
TO RUEHC/SECSTATE WASHDC 681114 
INF'O RUQMBI/AMEMBASSY ABU DHABI 1742 
RUEHAD/USI NT BAG HD AD 3252 
RUSBQD/AMEMBASSY ISLAMABAD 458 
RUQMKW/ A"1EMBASSY KUWAIT 4285 
RUQMMT /AMEMASSY MUSCAT 672 
RUSBAE/AMEMBASSY NEW DELHI 476 
RllQMHR/AMEMFlASSY TEHRAN 2747 
BT 
C 0 N F' I D E N T I A L JIDDA 5389 

E.O. 12065: GDS 7/22/85 CWEST, JOHN> OR-M 
TAGS: MIL!, SA, IJS 

Z l J111. 79 ; ~ I 7 z 

SUBJECT: (IJ) SAUDI ATTITUDE TOWARD U.S •. MILITARY PRESENCE 

REr: STATE 1E6174 

1. re - ~NTIRE TEXT> 

2. I HAVE TWO COMMO:NTS TO MAKE ON AMBASSADOR HUJAYLAN'S 
REMARKS AT LUNCHEON WITH SAUNDERS AND TWINAM. rtRST, I 
THINK THE SAUDIS WANT US SECURITY BUT WITH LOW US 
VISHlILITY. Ir 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 
SITUATION. SHORT OF THAT, HOWEVER, THEY DO NOT WANT A DIRECT 
IJS MILITARY PRESNECE IN SAUDI ARABIA OR IN TiiE 
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 WOll.D 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 THAT MA't ARISE. 

24 
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, SAUDIS WANT LOW U.S. PRESENCE SO AS NOT TO UPSET 
lE NEIGHBORS •. ~ US PRESENCE WOULD CREATE PROBLEMS 
JR THEM WITH THE OTHER ARABS, ESPECIAl:.LY IRAQ AND 
rRIA, AND FURTHER AFIELD, LIBYA AND ALGERIA. F"OR 
HS REASON, SAG SPOLESMEN WILL CONTINUE , ALONG WITH 
1'/AIT AND THE OTHER F"ULF" STATES, TO SOUND Orr 
;A INST ANY PUBLIC SUGGESTION THAT US MAY BE OR SHOULD 
: PL ANNING FOR INTER NE NT ION IN THE GULF". THEY WILL 
IKE PUBLIC LINE THAT THERE IS NO REAL THREAT AND THAT, 
~ A NY EVENT, THE ST ATES OF" THE AREA WILL PROTECT 
~EMSELV1':S •. ~CCORDINGLY, WHILE SAUDI ARABIA ~'ILL NOT 
JBLIC IL Y SUPPORT INCREASE OF" MIDDLE EAST FORCE OPERATING 
IOM 2AHRAIN, WE DO NOT THINK THEY WILL OBJl::CT TO IT, 
IOVIDED Al GAHRAIN DOES NOT OBJECT, Bl INCREAS~ IS 
JDEST Cl INCREASE IS MADE DISCREETLY AND WITHOUT 
1N~ARE, AND Dl TIMING IS NOT SUCH AS TO COINCIDE WITH 
:tv ROUND OF" PllBLICITY ABOUT US CONTINGENCY PLANS 
lR Glfl..F". 

MY SECOND COMMENT IS THAT HllJAYLAN IS CLOSER TO 
!INCE SAUD THAN TO PRINCE SlLTAN. WHILE SULTAN DID FEEL 
lNSTR A I NED IN INTERVIEWS WITH BEIRUT PRESS OVER LAST 
:VERAL DAYS TO SOUND THE PUBLIC LINE, HE TENDS IN 
cNERAL TO BE LESS PRONE THAN SAUD TO GET EXCITED ABOUT 
:CA SIONAL REFERENCES TO POSSIBLIT Y OF" US PRESENCE 
~THE AREA. BOTH SAUD AND SULTAN ACCEPT IN PRIVATE 
lE NECESSITY F"OR US ,SECURITY SHEILD FOR SAUDI 
lAB I A AGAINST SOVIET So HOWEVER, SAUD IS MORE NATIONALIST 
·I C>UTLOOK AND TENDS TO EMPHASIZE NEED F"OR LOW US 
tSIBILITY MORE THAN SULTAN DOES. HUJAYLAN APPEARS 
J f1E DOING THE SAME THING AND IN FACT TO BE 
'PROACflING THE PUBLIC LINE IN HIS LUNCHEION COMMENTS. 
:sr 
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NNNNVV ESA690BRA7~8 
PP RU~HR 
DE llUEHC #1439/01 2050454 

~ N~3~f j~i ~~ 79 l Ut 79 v 5 36' 
FM SECSTATE WASHDC 
TO INTSUM COLLECTIVE PRIORITY 
INfO RUEATRS/ TREASURY DEPARTMENT WASHDC PRIORITY 2498 
RUE KJC S/DOD II SA PR I OR IT Y 
BT 
SE CR ET SECTION 01 OF 02 STATE 191439/01 

E.o. 12065: GDS 7/23/85 <ROBERTS, SAMUEL> 

TAGS: EG, IS, PINR 

SUBJECT: INTSUM 858 •JULY 23, 1979 

LONDON FOR GLASPIE 
PARIS F"OR NICHOLAS MURPHY 
DOD/ISA FOR RANSOM 
OT HER ADDRESSEE s F'OR CHIEFS OF rn SS ION 

WARNING NOTICE SENSITIVE SOURCES AND Me:THOD INVOLVED 
NOT RELEASABLE TO FOREIGN NATIONALS 

<PARAGRAPHS 1-6 SECRET) 

I. SAUDI ARABIA: THE OIL LINKAGE: PSYCHOLOGICAL AND 
SOCIOLOGICAL FACTORS HELP TO EXPl.AIN THE su;TLE LINKAGE 
BETWEEN THE SAUDIS' OIL PRODUCTION POLICIES ; ND THEIR 
EXPECT AT!ONS OF PROGRESS IN THE MIDDLE EAST PEACE PROCESS: 

(A) THE SAUDIS HAVE A DEEPLY INGRAINED AVERSION TO 
APPEARING TO BE THREATENING; Tf!AT MAKES BLlJNT USE OF 
THE OIL WEAPON, SUCH AS OCCURRED IN 1973, AN EXCEPTION. 
TO THE SAUDI s, THREATS AND BLACKMAIL DIRECTLY CHALLENGE 
FUNDAMENTAL BEDOUIN NORMS AND ARE THEREfORE REGARDED 
AS TACT !CALLY COUNTERPRODUCTIVE. 

<B) If A SAUDI WANTS TO INF"LUENCE A F"RIEN!l, HE DOES SO 
IN THE CONTEXT OF RECIPROCITY. IN THE SAUDI SYSTEM, 
FIHENDS HAVE A MUTUALITY Of OBLIGATIONS THAT 00LIGES 
ONE TO HELP ANOTHER, BUT ALSO MAKES ONE fEEL F'REE TO 
CALL UPON ANOTHER HJ TIME Of NEED. IN THE PROCESS, 
INF"LUENCE IS EXERCISED ANO EXPECTATIONS ARE MET WITHOUT 
CONF"RONT AT I ON. 

2. THESE FACTORS SUGGEST THAT THE SAUDIS ARE UNLIKELY 
TO MAKE AN EXPLICIT LINKAGE BETWEEN OIL AND THE PEACE 
PROCESS, KING KHALID ANO CROWN PRINCE fAHO, IN FACT, 
HAVE SPfCIF'ICALLY DENIED THAT THESE TWO MATTERS ARE 
INTERCONN<:CTED. BUT SUCH DENIALS SHOULD NOT BLINO THE 
US TO THE EXPECTATIONS THAT SAUDIS HOl,Do_ 

126 



3. EM8ASSY JIDDA HAS RECENTLY REPORTED THAT THE SAUDIS 
ARE BEGINNING TO REGARD THEIR SPECIAL Rl:LATIONSHIP WITH 
T flE !JS AS REING SOMEWHAT llNBALANCED IN THE LATTER'S 
FAVOP. TH<: CURRENT SHORTFALL IN UORLD OIL SUPPLIES 
J.!l\S UNDERLINED FOR SAUDI ARABIA TH! ABS!X..llrE DEPENDENCE 
OF T!F UNITED STATC:S AND ITS WESTERlf ALlrE:S ON IMPORTED 
OIL. IT "AS LED THE SAUDIS TO EXPJCT PIORE CONSIDERATION 
AND •1ori:: r:'lNCESSIONS f'"ROM THE us lH RETURN FOR THEIR OIL. 

4. SUPPORT 1 FOR THIS ARGUMENT CAN BE FOUND INz 

(Al CRCl"N PRH!CE FAflD"S PUBLIC SUGGESTION IN JUNE THAT 
THE \INITED STAES START AN IMMEDIATE DIALOGUE WITH THE 
A..O, "THE SAUDI GOVERNMENT," t£ SAID, "WOULD BE MORE 
PIAN PREPARED TO CONTRIBUTE TO THIS TAl<lNG Pl.ACE,, 

('J) SHEIK YAM A NI• S ASSERTION IN A JULY INTERVIEW THAT IF' 
Tfl": us COl'LD NOT COMPEL ISRAEL re WITHDRAW F'ROM THE 
OCCUPIED TERRITORIES, IT "MUST BE PREPARED TO FACE THE 
CONSEQUEtiCES,,., YOU CAN'T EXP:CT ARABS TO COOPERATE 
ON OIL UNLESS THERE ARE POSITIVE INCENTIVES ON THE 
POLITICAL FRONT," . 

<Cl SAUDI DECISION TO CONDUCT AN INTENSIVE TECHNICAL 
REVIEW OF OIL PRODUCTION IN AUGUSTJ WE BELIEVE THAT 
THIS REVIEW WILL RECOMMEND AGAINST THE PRODUCTION OF 
ADDITIONAL OIL AFTER SE!'TEMBER UNLESS THERE ARE COM­
PELLING FIJPEIGN POLICY REASONS TO DO OTHERWISE. 

5. IN THIS CONTEXT, EM0ASSY JIDDA JUDGES THAT THERE IS 
A STRONG sur UNSPOKEN LINK BETWEEN THE RECENT OIL PRO­
DUCT ION INCREASE AND SAUDI EXPECTATIONS OF PROGRESS IN 
THE PEACE PROCESS. WE SHARE THE EMBASSY'S BELIEF THAT 
IF THERE IS NO PROGRESS lN THE NEXT SIX MONTHS THERE 
WILL BE EXCEFfI.ONAlLY STRONG PRESSURES WITHIN THE SAUDI 
HI"'.RARCHY FOR A RETURN TO A PRODUCTION LEVEL OF' 8,5 
MILLION BARRELS OF OIL A DAY, AS WELL AS FOR ACCOMPIO­
DAT ION TO A UNIFIED AND HIGHER PRICE OF OIL AT THE 
DECEMBER OPEC MEETING.. 

6, IN SHORT, WE BELIEVE THAT THE SAUDIS HAVE GIVEN THE US 
AN INDUCEMENT, RATHER THAN A Tll..EAT, TO ADD MOMENTUM TO 
THE PEACE PROCESS, THE .SAUDIS' PERCEPTION THAT THE US 
HAD FAILED TO RESPOND TO THIS INDUCEMENT, HOWEVER, 
WOULD RESll.T IN ITS WITHDRAWAL, 

(PARAGRAPHS 7•9.UNCLASSIFIED) 

7, THREAT TO US SHIPPINGr THE US HAS WARlfED OIL TANKERS 
TRANSITTING THE PERSIAN GIA.F AREA, PARTIClll..ARLY THE 
STRAIT OF HORMlTZ, OF THE POSSIBILITY OF AN ATTACK OR 
OTHER HOSTILE ACTION AGAINST· TMElll. 

B. THE MAIN SHIPPING CHANNEL THROUGH TH! STRAIT, WHICH 
UTILIZES THE SHORTEST ROUTE AllOUND THE "USANDAM 
PENINSll.A OF NORTHUN OMAN, IS 30 TO 35 KILOMETERS 
9T 
#1439 
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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 200 METERS, THE 
OtrrBOUND CHANNEL IS WIDE ENOUGH AND DEEP ENOUGH TO ENABLE 
SHIPMENTS TO CONTINUE EVEN IF TWO SUPERTANKERS WERE SUNK 
IN 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 80 METERS, MORE THAN ADEQUATE 
TO PERMIT PASSAGE OF THE LARGEST SUPERTANKERS, 

10. <U> ISRAEL-UN OBSERVERS: THE PROPOSAL TO STATION 
UN OBSERVERS IN THE SINAI WHEN THE UNEF' MANDATE EXPIRES 
JULY 24 WAS 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 
AGREEMENTS, THE RADIO REPORT SAID. 

11. CU> BEGIN'S HEALTH: BEGIN WAS REPORTED BY HIS 
DOCTORS TO BE RE 51' I NG COMF'ORTABL Y OVER THE WEEKEND. 
HE CONTINUES TO RECEIVE VISITORS, INCLUDING GOVERNMENT 
OF'F'IC IAL S, THE APTER I AL BLOCKAGE, WHICH CAUSED D IZZI'" 
NESS ANTl VISION PROBLEMS, RE:PORTEDLY IS BEGIN'S ONLY 
IMMEDIATE PROBLEM, THERE ARE NO REPORTS OF' A RECUR­
ltANCE OF' HIS HEART TROUBLES OR OTHER HEALTH PROBLEMS, 

12. CU) ISRAEL-UN-SETTLEMENTS: JERUSALEM RADIO REPORTED 
JULY 22 THAT THE ISRAELI CABINET REJECTED THE UN' S 
RESOLUTION ON SETTLEMENTS, SAYING THE SETTLEM;NTS ARE 
LEGAL AND TllERE IS NO CHANGE IN THE STATUS OF' JERUSALEM. 
THE CABINET ALSO SAID ISRAEL WOULD NOT COOPERATE WITH 
THE UN SETT LIME NT COMM I SS ION. CIT DID NOT COOPERATE 
WITH Tffl COMMISSION PREVIOU!l.Y.> 

13, CU) SYRIA-ISRAEL-SANCTIONS: SYRIA'S UN REPRESEN-
TATIVE ,JULY 2Pl CALLED ON THE SECURITY COUNCii! TO INVOICE 
SANCTIONS AGAINST ISRAEL BASED ON THE F'INDINGS OF' THE 
UN COMMISSION o~l SETTLEMENTS. HE SAID THi COMMISSION'S 
REPORT WOIJU> BE MEANINGLESS UNLESS THE UN TOOK ACTION 
BUT THAT llF WAS AWARE THAT ISRAEL'S "PATRON" WOULD VETO 
SANCTIONS MlAlNST ITS "PROTEGE.' 
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111, {rJ EGYPT-ISRAEL-OIL: EGYPTIAN OF'F"ICIALS HAVE TOLD 
'''AS~Y Cl\IPO TH~T • CONTRARY TO EARLIER ASSUMPTIOl>IS, 

; q;: AF:.~B SANCTIONS AGAINST EGYPT ARE CREATING PROPLEMS 
l~ T if: SUPii'-Y OF PETROLEUM PRODUCTS. EGYPT IS BUYING 
f W'S? Pf'ODIJCT S F'ROM MEDITERRANEAN COUNTRIES, NOW THAT 
FM: C(Jllr'JTrrc:s HAVE cur EGYPT OF'F', BUT THESE NEW SUPPLIERS 
--ITALY, r.R:ECE AND FP.ANCE--HAVE BEEN RELUCTANT TO SELL 
~' ''WPT :i:::CAUSE THl'Y FEAR ARAB RETALIATION, ACCORDING 
fl nw SGYPTI/\!1~. ~GYPT IS R:TALIATI;G BY THREATENING 
I() c1rr ')FF CR\IDE TO COUNTRIES WHICH WILL NOT SUPPLY 
. o. "'INi.D PP.ODUCT .3, EMBASSY CAIRO COMMENTS THAT IF THE 
1 ;~/\ELI s ARE E'(PECT I'IG THE ALMA F'IELD our PUT. THEY MAY 
·•· DISAPPOIITTED !3ECAIJSE ALTHOUGH EGYPTIAN PRODUCTION 
f'> IMCREP.SING, EGYPT WILL NEED ALMA OIL F'OR ITS OWN 
:ncii.· PJG CONSlK1PTION. THE EGYPTIANS BELIEVE THE PROBLE!'I 
~.\N ?>. SOLVE') r>y P!10VIDIHG CRUDE F'!IOM O'fHER FIELDS 
·;~Jli'!ING THE ISRAELIS ARE NOT INSISTENT UPON THE TYPE 
0F C_irnDE FR OM AL"1A. 

I;, (U) HADDAD-l'OSPIT ALI ZED: THE IRAQI NEWS AGENCY JULY 
·,1 REPORTED THAT MAJOP HADDAD, LEADER OF THE CHRISTIAN 

"!LIT IA I~ sour HERN LE9ANON. WAS WOUNDED LAST WEEK AND 
l'OSPITALIZED IN ISRAEL. WE HAVE NO INFORMAtION TO 
c'WFFlr: Tiff RF.PORTED WOUNDING BUT ISRAELI MEDIA HAVI': 
•:AID Tf'AT HADDAD IS IN A HAIF'A HOSPITAL. 

JG, (Cl HADDAD-lJNIF'IL: CHRISITIAN MILITIA LEADER MAJOR 
''ADOM JULY 22 REPEATED HIS CLAIMS THAT UNIF'IL IS AID ING 
fl~ P/\LFSTINIAN GUERRILLAS AND SAID HIS MEN WOULD F'IRE 
~N UNIF'IL IF' NECESSARY TO PROTECT THEIR POSITIONS. 
'!AD1AD'S LATEST REMARKS CONTINUE STEADY CLAIMS BY THE IDF, 
i H': CHRISTIANS AND THE ISRAELI PRESS OF' UNIF'IL COOPERA­
f!ON WITH THE GUERRILLAS--ALL OF WHICH ARE DENIED BY 
llNIFIL. HADDAD'S COMMENTS SINGLED OUT THE IRISH UNIF'IL 
CONT I NGENT WITH WHICH HIS MEN HAD A RECENT CONFRONTATION. 
'!AD!lAb'S MEN HAVE MOVED INTO A VILLAGE CALLED BAYT 
YAHIJN AND, AS OF' YESTERDAY, WERE INSISTING THAT THEY WOULD 
'iAY Ar!D SET UP A CHECK POINT. THIS VILLAGE IS IN THE 
I~ISH UNIF'IL TERRITORY. WE ALSO NOTE SEVERAL RECENT 
-;rorn:s IN THE' LEBANESE CHRISTIAN AND ISRAELI MEDIA 
.~:iour SHIAS INJURED OR KILLED BY SYRIAN OR PALESTINIAN 
r:IJERR ILLA UNIT s. THIS MAY SIGNAL A RENEWED CONTEST FOR 
'"II/\ SYMPATHIES. SHIAS CAN BE FOUND' ON BOTH THE ISRAELI/ 
':HRISTIAN AND LEFTIST/MUSI.I'M SIDES OF THE SOUTHERN 
Li7"ANON FIGHTING. 
rnRISTOPffER 
"T 
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SUBJECT: INIUSM 871- AUGUST 9, 1979 

IDNDON FOR GLASPIE 

PARIS FOR NICHOLAS MURPHY 

DOD/ISA FOR RANSCM 

OTHER ADDRESSEES FOR CHIEFS OF MISSIOO 

(PARAGRAPHS 1-4 SECRET) 

1. SAUDI ARABIA-NORrn YEMEN: SAUDI C00CERNS: SAUDI 

ARARTA'S LEADERS ARE INCREASINGLY APPREHENSIVE ABOUT 'lllE 
SITUATION ~N NORTH YEMEN, ACCORDOO 'IO A CIA ANALYSIS • 

. 'Il!EY PROBABLY ARE PICKING UP RlMJRS 'lllAT NORlll YEJilEN! 

P' iSTDENr SALIH IS ABOUT TO S'IBIKE A DEAL WI'lll SOU'IH YEMEN 

IN ORDER 'ID BOLSTER HIS FALTERIID rxJ.IESTIC POSITION. 

2. SAUDI OFFICIALS URGED 'lJlE US LAST WEEKEND TO GIVE 
RIYADH GREATER CONI'ROL O\IFR US ~ SE T 'ID NORrn Y&IEN 
BY SHIPPING SPARE PARI'S AND Al\l>IUNITION 'IO SAUDI ARABIA, 

Wl!ICH WOULD S'IDRE THElll FOR THE NORTH YEMENIS. H SAUDIS 

F.XPRFSSED CONCERN THAT THE WEAPONS ULTJMATELY COOID BE 

USED AGAINST '!HEM IF 'IBERE WERE UNFAVORABIE POLITICAL 

CHANGES IN NORTH YEMEN. 

'1. THE SAUDI POLICY TOWARD 'lllE NOmH HAS IDNG BEEN 

/li•mVAU·NJ'. '111E SAUDIS WAN!' NORTH YEMEN 'IO BE STRONG 
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i .NOUGH 'ID DEFEND ITSELF AGAINST 'lllE SOl1lH BUT NOI' STRONG 

l·JJOUGH 'ID 'IHREATE; 'IHEM. 'lllE SAUDIS ARE SUSPICIOUS ABOOT 

llORIB YEMEN'S WIILINGNESS 'ID ENGAGE IN UNIFICATION TALKS 

WITH THE SOlJlll. 'lllE NORil! YEJ.IENIS FOREIGN MINISTER Is vrsrrs 
TO ADEN AND BAGHDAD EARLIER 'IllIS JIX)NIH, AND REPORTS OF 

RECENT MEETINas BEI'NEEN PRESIDENr SALIH AND EXILES CON­

IBOLIED BY ADEN, HAVE PRESUMABLY HEIGlflENED SAUDI FEARS. 

4. SAUDI DEFENSE MINISTER SULTAN-'lllE CEm'RAL FIGURE IN 

DEFINJN'.l HIS GOVEffil.IENI'' S POLICY 'KMARD 'lllE YEMENS-MAY 

COOPERATE WI'IH DISGRUNTLED NORill YEMENIS TO OOST SALIH 

IF HE CONCil.JDFS THAT SALIH IS INooEo 0000 TOO FAR IN 

APPEASING 'lllE SOU'ffi. 

'). (U) EGYPI'-NE.W UNSC RESOllmON: 'lllE JERUSALEM POST 

REPORTS THAT MINIS'IER OF STATE BVIRUS CHALI IN A PRIVATE 

ElRIEFOO GIVEN 'IHE NE.WSPAPER BEFORE WINDOO UP AUTOl'Oo!Y 

TALKS IN HAIFA SAID: ''WE WANT A NEW RESOUJTION 'ID UPDATE 

?42 Nar REPLACE IT •••• ALL EGYPI' SEEKS IS 'lllE ESTABLISH­

MENT OF A PROVISIONAL PALESTINIAN ENTITY IN 'lllE WEST BANK 

AND GAZA FOLLCwrNG WHICH 'lllE PALE'SI'INIANS 'll!EMSELVES WILL 

NEGOI'IATE 'lllEIR RIGHT TO SEIP-DEIBRMINATION. II B!1IBUS 

1 ;HALI INDICATED THAT 'lllE PRINCIPIES AGREED TO AT CAMP 

IJAIVID MUST BE PASSED ON TO 'lllE SECURITY COUNCIL 11WI'IH THE 

AIM OF DEVEIDPING 'IllEM INTO A FORMULA ACCEPTABIE TO ALL 

'il!E PARTIES •••• WE WaJID LIKE THAT FOIMJLA SERVE AS A 

l"ALLBACK TO US IF 'lllE CURREm PROCESS FAILS TO PROroCE 

HZ';ULTS. II 

l·MBASSY CAIRO REPORl'S THAT IN A PRESS BACKGROONDER GIVEN 

TRAVELING CO~ 00 HIS WAY HG1E FRGI HAIFA, 

/'RIME MINIS'IER KHALIL INDICATED '!HAT A" NEW SECURITY 

1 :OUNCIL RESOWI'ION WILL A'ITENPl' TO ACHIEVE 'lllE FOLLCMING 

!A) PALESTINIAN RECOGNITION CF ISRAEL'S RIGHT TO EXIST; 

(JJ) INTERNATIONAL RECOGNITION OF PAIESTINIAN POLITICAL 

IUGHTS; 

IC) TERMINATION OF ISRAELI AGGRESSICN IN LEBANON; 

AND 

1 IJ) TERVIINATION OF PALESTINIAN A'ITACKS 00 AGGRESSIONS 
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INSIDE ISRAEL. 

6. (U) EGYPI'-AU'I'ONCMY NEOOI'IATIONS: CAIRO RADIO 

REPORI'ED AUGUST 7 'IHAT PRlME MINlS'lER KHALIL CONSII:ERED 

'.JJlE RESULTS CF '!HIS M'.lST RECENT ROOND OF NEGOI'IATIOOS AS 

"POSITIVE." KHALIL, ACCORDING TO '.JJlE REPORT, SAID 'IHAT 

EAST JERUSALEM IS INCUJDED AS AN EIBC'TORAL CONSTI'IUENCY 
AND 'IHAT ELECTIONS WIIL BE HEID EI'IHER UNDER !NI'ERNATIONAL 

SUPERVISION OR UNDER TRIPARTITE OR ~ADRIPAR'ITl'E SUPER­

VISION. 

7. (U) ISRAEL-PW: REUTER REPORI'S 'IHAT ISRAEL IN A 

I.El'l'ER TO UN SECREI'ARY-GENERAL WAIDHEJM CCMPLAINING ABOUT 

A PLO-SPONSORED EQllBING IN JERUSALEM ON AUGUST 5 IN WHICH 

SIX PF.OPLE WERE HURT CALLED '.JJlE PLO "A sYNDICATE OF 

MURDERERS" AND A "TERRORIST INSTRUMENI' IN '.JJlE HANOO OF 

CERTAIN ARAB GOVERNMENI'S. II 

8. (U) ISRAEL-TRIAL: 'M'.l PAI.ESTINIAN GUERRILLAS ARE TO 

FACE TRIAL IN MILITARY COURT ON AUGUST 9 f1CR PARTICIPATING 

IN AN ATI'ACK ON COASTAL ROAD TRAFF~C MARCH 11, 1978 IN 

WHICH 34 ISRAELIS WERE KILLED AND 72 WCXJNDED. 'lllEY ARE 

THE FIRST GUERRILLAS TO BE BROOGHT TO TRIAL SINCE '.JJlE 

CABINEI' DECIDED IN 'IllE WARE OF '!HIS SPRI»'.l' S ATI'ACK ON 

NAHARIYYA 'ID LTF'I' THE 30-YEAR OLD INSIBUCTION TO 'UlE 

ATIDRNEY GENERAL NaI' TO JE.1AND THE DEA'IH PENALITY. 

BT 

#764S 
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9. (C) ISRAEL-US: EMBASSY TEL AVN REPORI'S THAT THE 

ISRAELI PRESS ATIBIBUTES DAYAN' S BLASTS AT THE US IN 

THE AUGUST 5 CABINET MEEI'ING AND IN HIS YEDIOT AHAROOOI' 

INI'ER\TIEW TO AN ALIEGED QUESTION CONVEYED TO HIS FRCM 

THE SECRETARY CONCERNING THE STA'IB OF ISRAEL'S ECONCMY. 

ACCORDING TO ONE KNOOEOOEABLE KNESSET ME?<!BER, DAYAN 

HAD A REPORI' FRGI AMBASSADOR EVRON WHICH CONVEYED A 

QUESTION F'RCM THE SECRETARY ON ISRAEL'S ECONCMY BUT WAS 

NOT CHARAC'IBRIZED AS AN OFFER OF ASSISTANCE. NEVERIBEIESS, 

THE ISRAELI FOREIGN MINIS'IBY HAS NOT DENIED 

A STORY CIRCULATING THAT DAYAN HAD A MESSAGE DIRECTLY 

FRCM THE SECRETARY ON ISRAEL'S ECONCMY. 

10. (U) SADAT-ARABS: SADAT IN A MEETING WITH EXJYPTIAN 

JOORNALISTS ON THE EVENillJ OF AUGUST 6 ACCUSED THE ARA S 

(AND RIYA!ll BY NAME) OF 'ffiYING "TO STAR\IE THE aJYPTIAN 

PEOPLE." THE EGYPTIAN NEWSPAPER GUMHURRIYYA REPORI'ED 

THAT SAUDI SECOND DEPUTY PRIME MINIS'IBR AND NATIONAL 

GUARD C<J.1MANDER ABDAILAH WAS INVOLVED IN A BRIBERY SCANDAL 

INVOLVING CCNI'RACTS FCR THE CCNS'lRUCTIOO OF 'lWO HOSPITALS 

FOR THE GUARD AND ALIEGED 'IHAT GEW IAN PROO'lTIUlES WERE 

BROUGHT INTO SAUDI ARABIA UNr.E:R THE GUISE OF NURSES. 

ABDAILAH WAS ACCUSED OF BEING 'IRE SAUDI OFFICIAL MOST 

OPPOSED TO THE TREATY.' 

THESE ATTACKS CONI'INUE THE RENE.'llED ANI'I-SAUDI CAMPAIGN 

EVIDENT' IN SADAT'S SPEECHES AND THE EXJYPTIAN PRESS SINCE 

LA'IB JULY DESPITE 1'UBARAK' S PLEDGE TO IroK INTO THE 

MATTER. THE SAUDIS HAVE, 'l.l!US FAR, NOT RESPONDED TO 'IRIS 

CAMPAIGN BUT HAVE INDICATED TO US 'IHAT THEIR PATIENCE IS 
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WEARING '!HIN. 

11. (U) ISRAELI PRESS-US-IEBANOO: !lrBT CF '!HE ISRAELI 

PRESS AOOUST 8 nm;ru>REJE[) '!HE SECREll'ARY 1 S IEl'lER TO 

OOIDRESS ON 'lHE USE CF US EQU1™ENl' IN IHIANON AS A 'IHREAT 

OF A MILITARY ~. 'lHE JERUSALEM POST WAS AN 

EXCEPI'IOO OOl'INJ '!HE PHRASE '.!HAT ISRAEL "MAY" HAVE 

VIOLA'IBD AGREEMENl'S WI'IH '!HE US. 'lHE POST CHARAC'IERIZED 

'!HE SECRETARY'S WARNING TO ISRAEL AS " VEIIED" AND 

"ELIBERATELY VAGU". II 

12. (U) LEBANON-UNIFIL: IN A STA'IEMEN.!' mvEWPED TO 

'DIE CHAMBER OF DEPUTIES ON 'lllE SECURITY SI'IUATIOO IN 'lHE 

COONl'RY, PRIME MINIS'IER AL--HUSS ACCUSED ISRAEL 'lHIDUGH 

XI'S "AGGRESSIONS" OF TRYIID "TO EMBARRASS, HlMILIA'IB .00 

I»IOOALIZE 'lHE UN FORCES, PR:MPI'Im 'lJlEM TO WITHOOA.W. 11 VANCE 

BT 
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TAGS:EG,IS,PINR 

"UBJECT: lNl'SUM 876-AUGUST 16,1979 

I PARAGRAPHS l-14 SECREr) 

l. SAUDI ARABIA: PERCEPTIOOS OF '.lJIE ARAB-ISRAELI CCNFLICT. 

A CIA ANALYSIS OF EARLY AUGUST INCWIES '1llE FOLI.CWING: 

'll!E SAUDIS REGARD '1llE ARAB-ISRAELI CXlNFLICT AS A DIRECT 

'll!REAT TO 'THEIR NATIONAL SECURITY. '1llEY VIEW ARAB,AND 

1:;PECIALLY PALESTINIAN, FRUSTRATIOO WI'IH ISRAEL AS A 

1 JJRCE OF INSTABILITY IN 'rnE AREA 'IHAT HAS BEal SUCCESS-

1,1 ILLY EXPLOITED BY RADICAL LEFTISTS AND 'IHE USRR. EnYPT'S 

l'EACE AGREEl>lENI' WI'IH ISRAEL HAS ONLY SERVED 'ID INCREASE 

'llLARIZATION IN 'IHE ARAB CAMP AND S'IBEN'.l'IHENl!D 'IHE ABILITY 

i" RADICAL STATES LIKE IRAQ 'ID PIAY A LARlER KJIE IN '1llE 

HHHON. 

'THE ARAB-ISRAELI COO'LICT 'IHREATENS RIYArfl' S "SPECIAL 
I! LATTONSJ!IP" wrrn '1llE us. SAUDI FOREIGN POLICY HAS r.om 
',/EN BASED ON 'NJ PILJ:ARS-US SECURITY GUARAmEES AND 

1 rrPORT FOR 'IHE LARGEST POSSIBIE M:l!ERATE ARAB AUJ:ANCE 
l< CONSENSUS. CLOSE US TIES TO ISRAEL AND WAS!lING'Im' S 

': 1 TIMA'IB CONNECTION WI'lll '1llE CAMP DAVID PEACE AGREEMENI'S 

'.,\VE FORCED RIYADH 'ID CHOOSE DE:lWEEN 'IHESE 'IWO ImERESTS. 

'lll,: SAUDIS HAVE REPEATEDLY FELT '1llEY MUST CHOOSE IN FAVOR 

l ARAB CONSENSUS, AND 'IHIS HAS ERJJE> 'lllEIR REIATION.Sf!IP 

o'/'/ll 'THE us. 
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3. '!HE SAUDIS ARE A1t.SO COOCERNED THAT 'lllEY MAY BECa.1E 

DIRECTLY INVOLVED IF '!HERE IS AN01llER ARAB-ISRAELI WAR. 

WHILE 'IBEY ID IDN'.lER HAVE ANY MILITARY UNITS IN SYRIA 

AND JORDAN AS 'lllEY DID IN '!HE MID-1970S, 'nlE SAUDIS FEAR 

THAT ISRAEL MAY STRIKE AT SAUDI MILITARY INSTALLATIONS AT 

TABUK NEAR '!HE ISRAELI BORDER IN '!HE EVEN!' OF ANCIIllER WAR. 

ANOIHER ARAB-ISRAELI COOFLICT, MOREXJVER, "iOJID LEAD '.11'.l 

ARAB PRESSURE TO RE!MPCSE A BOYCC11'1' ell OIL SUPPLIES TO 'IHE 

US , RAISING '!HE DANGER OF '!HE CCl\IPIEIE IESTRUCTIOO OF 'nlE 

SPECIAL RELATIONSHIP WI'IH W.ASHING'IDN. 

4. '!HE ISSUE '!HE SAUDIS ARE dr IDENl'IFIED WI'IH IN '!HE 

WEST IS JERUSALEM. SAUDI I.EA1ERS HAVE lOOG BEEN OOI'SPOKEN 

ADITOCA'l£S OF. THE CCMPIEIB RE'lURN OF EAST JERUSAIEM '.11'.l 

ARAB CONTROL. SAUDI COOCERN FOR JERUSAIEM IS GENUINE AND 

DEEPLY FELT. RELIGIOOS CU'ffiAGE PLAYED A MAJOR ROIE IN '!HE 

SAUDIS' INITIAL ANGER AT EGYPI'IAN PRES:rmn' SADAT'S VISIT 

'.11'.l JERUSALEM IN NOVEMBER 1977. 

5. SAUDI CUT SPOKENNESS 00 JERUSALEM REFrECTS RIYA!ll'S SELF-

IMAGE AS '!HE DEFENDER OF ISLAMIC VAllJES AND IN'IBRES'TS. 

'!HE SAUDI MONARCHY WAS ESTABLISHED AS '!HE SECULAR ARM OF 

A REFOFMrST ISLAMIC MOVEMENT, '!HE WAHHABIS, AND REMAINS 

IDEXllO'.lICALLY CLOSE '.11'.l '!HE ll'lllLIM CLERJY, WE lJIB!A. ANY 

PUBLIC MOVE THAT WOULD SOFTEN SAUDI ca+1I'lMENT '.11'.l '!HE 

CCMPLEI'E RE'lURN OF ARAB JERUSALEM '.11'.l ARAB CCNIBOL WJLD 

PROBABLY LEAD '.11'.l PRESSURE FRCM '!HE ULEMA AND UNIERMINE 

'!HE LEGITIMACY OF '!HE 111)NARCHY' S CI.AIM '.11'.l RUIE. 

6. DESPITE 'l'HEIR 'roUGH PUBLIC PCIS'IURE, Ha-IEVER, '!HERE 

ARE INDICATIONS THAT AT IEAST SCME SAUDI IEAIERS RECOGNIZE 

'!HERE IS LITI'IE LIKELIBOOD THAT ISRAEL CAN BE INOOCED '.11'.l 

RE'IURN ALL OF EAST JERUSALEM 'IO ARAB ccmmL AND THAT 'nlE 

ARABS WILL HAVE TO SETI'IE FOR SCME'IHINJ IE.SS. 

7. IT IS LIKELY THAT '!HE SAUDIS l«lJIIJ SUPP0Rr ANY- SE'ITIE­

MENI' OF '!HE JERUSALEM ISSUE 'IHAT '!HE PALFSTINIANS ACCE:PIW. 

ONLY BY EASING PALESTINIAN FRUSTRATIONS, '.lHE SAUDIS 

BELIEVE, CAN '!HE 'IHREAT OF RADICALTI'M AND INSTABILITY BE 

DIMINISHED. 

8. SAUDI LEADERS ARE roNVINCED THAT BRil«>OO '!HE PlD 

ImD THE PEACE PROCESS l«lJIIJ RE10IE 'l1IE LAR'.lm PAll'Sl'IN-
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.• 
• IAN CIUANIZA'l'ICll F'R:M 'DIE RADICAL CAMP C1I 'lKS ARABS Wll) 

REJF.CT SE'l'1UM!NI' WI'IH ISRAEL. 'DIE CIUI 1Cll ACCSE'l'OO 

OIFFiruLT CCMP1DtISES wrm ISRAEL l01U> 'DDli8Y BE 
Sl!IP'l!D PR:M 'nlE KIERAm ARABS n> 'l1lE 1'AI&9'l'lXtAll 'Dll!M­
SELVES. 

9. 'DIE SAUDIS PREFER 'IHAT 'l1lE BANK AND GAZA PCRI 

'ffiE BASIS CF AN INlEPENIElfl' P.AU!STDIIAll M'A'1E RA'11liR 'mAN 

AN ENl'l'l'Y TnD '1U JCl!DAN, .AL'DDm RIYAtfi IOJID ACCEPl' 'DIE 

LA'l'IY!R IF '!HE PAUm'INIANS P.AVCR!D IT. H SAUDIS NEVER 

RECOONIZED JORDANIAN cnma. a.rER 'DIE WBS'1' BANI BEPalE 

1967 AND HAVE <Xm!mYHl'LY ~ 'l'H! 1974 1WlA'l' ·SIMUT 

lECISICfi, tl!IC2I STRIPPm JCllOAN ai Nlf KDHl' 'lO 'Nl!XlC7.l'!A'm 

roR 'DIE )IEgl' BANK'S~. 

10. SAilDI SlJPl'CRl' F<ll.. 'DIE PAU!Bl'IHIAll ~ Dlt'lES 

P'IDf 'l'flE LATE 19608. 'DlE SAlJDIS ARE .QUO 'l1lE lllm' IM­
l'Cm'Am' FnWmAL BACKERS C1I '1'llB PU> All> 'l!:SPZCIALLY C1I 

YASIR ARAPAT'S PATAH GIDJi>, lWDI 8tJPP(Rl' ~'DIE P.AIES­

TINIAKS fUUD1'S A CCMmfA'l'ICJf CP SDD!2'IB COMt'MNl' 'ID 

'll!EIR CAtm All> PEAR at A l'Olllfl'IAL ~ CAICPAION CR 
SUBVERSICJI .MWllST· 'DIE XDIJIXJ4, 

u. CDf1'RAL '.m 'l'HB ~-~ 1G!UmR1HIP :rS 
11'1' 

14676 
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NNNNVV ESA901BRA91t8 

pp JUlotlR 

rE RUEllC #4676/02 2290600 

ZNY SSSSS ZZH 

P 162151Z AUG 79 

FM SF.CSTATE WASHDC 

'ro INTSUM COLLECTIVE PRIORITY 

INFO RUEA'IBS/IBEASURY IEPARlMl!Nl' WASHDC PRIORITY '2649 

RUEKJCS/OOD/ISA WASHDC PRIORITY 

BT 

S E C RE T SECTION 02 OF 03 STATE 21467/02 

THE FACT 1HAT MORE '!HAN 100,000 PAIESTINIANS LIVE IN THE 

KIIDIXM. 'lliE PAI.ESI'INIAN CXM>l!JNITY m::I1JDEl3 MANY I.Om­

TIME RESIDENI'S WORKIID IN MEDICINE, TEACHINJ, BUSINESS, 

AND 'IHE SKILLED TRADES. THE PAJ.ESTINAINS IN SAUDI ARABIA 

ARE 'IHE HIGHEST PAID CF THE ARAB AND OlHER ~WESTERN 

EXPATRIATE WORKERS IN THE COONTRY-A SrnJATICW '!HAT GIVES 

'IHEM A STAKE IN 'IHE STABILITY OF 'lliE REl;lIME. THE SAUDIS 

HAVE, HCMEVER, CAREFULLY LIMITED THE NlH3ER CF PAIESTIN­

IANS WORKING IN THE OIL INLUS'ffiY, AND THE SE:CURITY SERV­

ICES KEEP A CLOSE WATCH 00 'lliE PAIESTINIAN CC»IJNITY. 

12. THE LINKAGE BENEEN SAUDI ATTI'IUIES ON 'lliE PEACE 

PROCESS AND THEIR WIILimNESS 'ro SUPPLY OIL 'ro THE WEST 

IS SUBTIE AND CCMPLEX. THE SAUDIS ARE WELL AWARE 1HAT 

MARKET FCRCES SINCE 1973 HAVE INCREASED THEIR I.EVERAGE 

OVER THE US AND 1HAT A FULL-SCAIE EMBAR'.lO IS 00 LONGER · 

NECESSARY 'ro APPLY PRESSURE. 'lliE SAUDIS CAN PRESS THE US 

SIMPLY BY INACTIOO IN THE FACE OF INCREASED I»!AND, C!l 

BY 001' RESISTING PRESSURES FOR HIGHER PRICES. 

13. AT THE SAME TIME, SAUDI. OIL POLICY IS INFUJENCED BY 

ISSUES Ol'HER 1HAN 'lliE PEACE PROCESS. THE SAUDI HAVE 'ro 

BALANCE THEIR NEED FOR US SE:CURITY GU.ARAm'EES AND THEIR 

EOCJNCMIC RELATIOOSHIP WI'lll THE WEST AGAINST THEIR J:ESIRE 

FOR A MORE FORIBCCMIN'.l US POLICY CN THE PAIESTINIAN ISSUE. 

14. 'IHE SAUDIS ARE MORE LIKELY 'ro USE THEIR OIL I.EVERAGE 

AS AN INOOCDlENI' '.ID THE US 'ro PRCMJIE PR:XlRESS IN THE PEACE 

PROCESS 1HAN AS A 'lllREAT. IN THE llOnlfS AHEAD, THE SAUDIS 
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·,1 I LL BE LOOKING FOR INDICATIOOS 'll!AT 'lllE CURREN!' AU'IONCMY 

:ir:GOI'IATIONS BENEEN EGYPI' AND ISRAEL CAN ULTIMA'IELY PROVIDE 

l!!E BASIS FOR SATISFAaroRY SE'I'I'LEMEm' OF 'lllE PAIESI'INT..AN 

i'HOBLEM, BUT RIYADH IS NOT OPI'IMISTIC. 'lllE ATTITUDE OF 

'll!E PLO WILL BE CRUCIAL. IF 'lllE PALESTIN!ANs REJECT 'lllE 

1 IJl'Cav!E OF 'IllE AU'IDNCMY NEGOI'IATICNS, IT IS HIGHLY UNLIKELY 

ll!AT THE SAUDIS WILL CHAOOE 'll!EIR CURRENI' STANCE_, 

I l'"RAGRAPHS 15-20 UNCLASSIFIED) 

11
,. ISRAEirPAIBSTINJANS: JERUSAIEM RADIO REPORTED 'IHAT 15 

KNESSET MEMBERS HAVE BEEN INVITED 'ID PARTICIPA'IE IN AN 

"ISRAELI-PAIBSTINIAN" CONVENTION WHICH WILL BE HELD IN 

: ; TX WEEKS IN WASHING'IDN. 'lllE RADIO'S OORRESPONDENI' REPORT 

1'Il THAT 'IllE CONFERENCE'S AIM IS 'ID HAVE ISRAELIS, INCLUDING 

Ml·MBERS OF 'IllE PEACE N'.:M fllJVElo1ENI', .MEET WI'Il! PALESTINIANS 

IN 1BE UNITED STATE.'3. ISRAEL'S EMBASSY(Dl~ASHING'IW IS 

I :!-:PORTED 'ID FEAR 'lllAT 'IllE crnvENTION WitL HARM 'IHE WAY 

I: :RAEL PRESENTS ITS POSITION. 'Il!E KNESSET MEMBERS INVITED 

111 '11lli CQNFERENCE REPORTEDLY HAVE MADE 'Il!EIR PARTICIPATION 

., JNDITIONAL UPON ASSURANCES 'lllAT 'lliOSE PAIBSTINIANS 

I l\Rl'ICIPATING WILL NOT BE ORGANIZATIONAILY IDENI'IFIED 

,·!!TH THE PLO f.ND 'lllAT AN AGENDA WILL BE AGREED UPON IN 

AIJVANCE. 

")JONr: THOSE INVITED ARE MIMlERSOF 'Il!E RULING OOALITION'S 

.1\TIONAL RELIGIOUS PARTY; ABBA EBAN AND YOSSI SARIO FRCfll 

.111·: ALIGNMENT'; SHULAMIT ALOOI FlDI 'lllE CITIZENS RIGHTS 

'·l •VEMENT; SHMUEL 'IDIEDANO FRCfll SHAY (WHICH BOLTED FRCfll 

· f,!JIN' S DEMOCRATIC MOVDIENT FOR CHAOOE); AND MEIR PAIL 

'!;CM THE IXJVISH SEHLLI PARTY • 

• 1 •• ISRAElrUS-PLO: JERUSAIElll RADIO REPORTED AUGUST 15 

.llJ\T BEGIN WILL RAISE AMBASSADOR Ya.JNG'S MEETIOO WI::rtt 'Il!E 

lfl OFFICIAL IN HIS TALKS WI'lli AMBASSADOR S'IRAUSS IBIS 

,:J·I,K. IN AN EDI'IDRIAL, YEDIOI' AHARANOI' SAID 'lllAT "SCT>lE-

. If·:" IN WASHING'IDN IS MAKING EFFORTS 'ID BRIOO 'Il!E PLO In>IN 

I I THE us. HATZOEF' URGES 'Il!E ISRAELI GCJVERtlolENT 'ID MAKE 

; EAR THAT IT WILL NOT BE HAPPY WI'Il! ''MERELY REPEATED" 

· :;TATFJl1ENI'S ABOOT POLICY ON 'lllE PLO. IEPUTY PRIME 

. !NlSTER YADIN, LEAVING FOR WHAT JERUSALEM RADIO CALIED 
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"A US INFcmATICN CAMP-¥GN•" SAID AM3ASSAIXJI YOONJ'S 

MEE'l'IN'.l cnmI'IUlES "A CLEAR IEVIATIOO'' CF US l'OLICY. 

17. ISftAEI,..JDIBIOO OOIDElfl': TEL WW RADIO 1'IEPCftmD 

THAT· 'N:l PJroPI.E WEllE 'IOJNlEO AOOUST 15 ~ A Bae EXPLOIE:l 

AT AN OOERSE:CTICN NEAR NETANYA. AlOlJlll2t INDIVIIlJAL WAS 

l10lNIE:> ~ A IOIEl wmr OFF IN A 'mL AVTY SUBURB. 

18. IRAQ-IMPORl'ANI' ANNOONCl!M!Nl': 'lllE KUWAlTI NElrlSP.APER 

AirWATAN, CITim ARAB sana'S, SAID IRAQI PRESIIEIT 

SAlllAM HUSAYN WILL ANNOONCE SEJUOOS AND VERY IMPORl'ANT 

IECISIOOS ON 'lllE ARAB AND IN'IERNATICNAL IEVEL 00 AOOUST 19. 

19. PLJ)..Ul'l: ACCORDOO 'ro .AGENCE FRANCE PRESSE, 'lllE PID'S 

UN ~ATIVE 'IERZI 'IDLD 'lllE m:lANESE ll'.ILY AirNAHAR 

THAT HIS MEm'ING WI'IH .AMBASSAIXR YOONG DID NOT Cmm:R 00 

"'DIE RXll'S CF 'lllE PRCeEI.M." TERZI .AIXED THAT '"IH! aASIS 

CF 'lllE P1U3I1!M WAS NOT EXAMINED. • • • I WAS SURPRISED BY 

REPOO'l'S ABOOT THIS AFFAIR. 'IHEY ARE FOON[E) 00 ER!DmJS 

~ .... '' 
20. WRKEY-PI.O: ANKARA RADIO REPOR'lll> AUCJUST 15 '!HAT A 

PRJIDCOL WAS SIGNED BY '!HE 'IURKISH FOOEIGN MINIS'mR AND '!HE 

;EAD OF 'IllE PI.O'S POLITICAL IEPARllilENl' IN 'IHE 'IURKl;SH 

CAPITAL. ACCORDING 'ID '!HE POOIDCOL; 'lHE PLO OFFICE IN 

ANKARA WILL INCWDE A CH1EF AND FIVE SUBCIIDINA'IES. 'lllE 

CHIEF OF MISSION AND 'I'l'K> oniER REPRESENl'ATIVES WILL OOOY 

'IHE DIPU:W.TIC Il>fllUNITIES AND PRIVII.E.GE.S GRANI'Ep TO amER 

BT 

#l.J676 
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tfflNVV ESA9Q2BRA969 
ll'RU~ 

I~·. llUFJIC #4676/03 2290602 

'.NY SSSSS ZZH 

t· 162151Z AUG 79 

'·T-1 SECSTA'IE WASHDC 

:1 l INTSUM COUECTIVE PRIORITY 

INFO RUF.A'IBSl'IBEASURY IEPAR'lMENI' WASllOC PRICIUTY' 2650 

l«fEKJCS/OOD/ISA WA...~ PRIORITY 

rn· 

. E c R F. 'I' FINAL swrroo OF 03 STA'IE 214676/03 

I 'f PLCf.lATfC MISSIONS. AND WIIL BF. ABIE 'II'.) FLY 'IflE PAIESTINIAN 

VI.AG. 'IHE Tt.U SIDES AGREE) UPOO PRINCIPUS OF KJ'IUAL 

lll·:SPECT AND NOO-INIER!1ERENCE IN EACH Clll!ER'S IHimlNAL 

AFFAIRS • 

. '!. (C) SAUDI ARABIA-l'ETFIOIElltl POLICY: A SAUDI OFFICIAL IN 

'!HE OIL MINIS'IRY HAS 'Il'.)ID AN CFFICER OF US ccmUI.A'IE 

;ENERAL OOAHRAN '!HAT ARAMCO HAD REACHl;D ITS TARlET OF 

>llS MILLION BARRELS PER DAY. HE SAID 'lllE CURAl!NI' LEVEL 

' 111 PROIXJCTIOO l«XJID CCNI'IN!lE "llm'IL 'lllE MARKEn' IS READY 
'·"R REDUCTION''. 

MEANWHILE, ACCORDDll 'l1J REVIER, SHAYK!I YAMANI ACCUSED 'lllE 

INDUSTRIALIZED a:mmuES OF "PRICE GClOOOO" F'CR 'lllEIR 

noons AND SERVICES. HE PRAISED, ~. PRESIJ:EIT cAt<rER•s 
ENERGY PRCGRAM BUT AD!ED '!HAT "OIL CIRCLES WIIL BF. WA'ICHIID 

1 'ARF.FULLY Hai FAR '1llE CCNlRESS COOPERA'!ES WI'lll PRESI!En' 

<"ARTER IN APPLYING '1llE PRCGRAM." 

.'2. (U) MIOOIE EAST-CEAUCESCU:IDIANIAN PRESIIENI' 

<"EAUCESCU SAID OORINJ HIS VISIT TO SYRIA 'IHAT MimE 

i'A.ST PEACE CANl«JI' BF. ACHIEVED Wl'lKW' SE'l'I'DD UP AN 

rNDEPENI»rr PAIESTINIAN STA'IE. HE SAID NEW INITIATIVES 

WERE REQUIRED 'II'.) PROVIIE F'CR PARTICIPATION IN 'lllE 
NFnarIATIONS OF AIL CONCERNIID-ARAB ooutmm!S ANO THE PID • 

. '3. (U) SYRIA-IRAN: '!HE SYRIAN FOREIGN MINISif1! 1'£'1' 

KllCMEINI IN IRAN AUGUST 15 AND '!HE AYA'rolLAH CALLED FOR 

MUSLIM UNITY. SYRIAN-IRANIAN RELATIONS HAVE BEEN STRAINED 

AND '.lHIS VISIT IS PROOABLY AN EFFORI' 'II'.) IMl'RC1VE TIES AND 
1 '0SSIBLY 'IO SET 'IHE STAGE FOR A VISIT BY 'IHE SYRIAN 

l'HESIDENJ'. 
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NNNNVV ESA965BRA301 

pp RJQMHR 

DE RUEHC #8973 2430717 

ZNY CCCCC ZZH 

P 302149Z AUG 79 

F!VI SECSTATE WASHDC 

ID RUQMRA/AMEMBASSY JIDDA PRIORITY 1109 

INFO ALL OECD CAPITAIS PRIORITY 

RUFHRS/AMEMBASSY ALGIERS PRIORITY 1558 

RLJESQI/AMEMBASSY .QUIID PR!dRITY 3736 

RUFHLC/AMEJl1BASSY LIBREVTUE PRIORITY 1407 

RUKCET/AMEJl1BASSY JAKARTA PRIORITY 5881 

RUQMHRIAMEMBASSY TERRAN PRIORITY 4361 

RUERAD/l'SINI' BAGHDAD PRIORITY 2017 

RUQ-IKW/AMEMBASSY KUWAIT PRIORITY 8288 

RUQMI'I/AMEMBASSY TRIPOLI PRIORITY 9693 

RUIBOS/AMEMBASSY LAGOS PRIORITY 9086 
Rl.Kl-UD/ AMEJllBASSY OOHA PRIORITY 0373 

~I/AMEMBASSY ABU IBABI PRIORITY 4969 

RUESRS/AMEMBASSY CARACAS PRIORITY 7583 

BT 

C 0 N F I D E N T I A L STATE 228973 

E.O. 12065 GDS - 8/29/85 (COOPER, RICHARD) 

TAGS: ENID, SA, US 

SUB.l1·:CT: YAMANI VIEWS ON FU'IlJRE ENERGY SITUATION 

1. IN El<.TENDED DISCUSSION WI'lli UNDER SECRETARY COOPER 

AUGIJST 28, SAUDI OIL MINISTER YAMANI SKEI'CHED FOLL(l,o/ING 

PROONUSIS. 

2. YAMANI FORESAW SCME SURPUJS OVER REST OF YEAR PEPMIT-

TING BUIWING OF OIL S'IOCKS AND CONTINUED OOWNWARD PRESSURE 

ON SPCfl' PRIG&'>. ASSUMING RECESSION IN OECD COUNl'RIES 

AND RESULTANT 00\!AND RESTRAINT IN 1980, HE FORESA\i A 

CQllf•DR!'ABlE CRUDE OIL SURPWS IN WHICH INCREASED NORIH SEA 

AND MEXICAN PROOOCTION WOULD CAUSE DROP IN I»lAND FOR OPEC 

OIL. SINCE SCME OPEC PROIXJCERS NEED 'ID PROIXJCE AT FULL 

CAPACITY FOR DEVELOFME:NI' REASONS, HE FORESAW POSSIBILITY 

OF MOVEMENT 'TCMARD OPEC PRICE UNITY. ('lllROOGHOOT HIS 

CCf.Y.1ENTS Y AMANI S'.flJDIOUSLY AVOIDED CCMolENI' CN SAUDI PRO-
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DUCTION PLANS.) 

1. YAMANI EXPRESSED GREAT CCNCERN ABOUT 1981-85 PERIOD. 

HE SAW LITI'LE PROSPECT FOR INCREASED OPEC PROWCTION OVER 

'IHA'r PERIOD. HE NOTED THAT OPEC CGUNTRIES WI'IH PRESSING 

INCCll!E NEELIS SUCH AS INOONE'SIA AND NIGERIA ARE FACING 

SIGNIFICAN.l' TECHNICAL PROBLEMS IN INCREASING PROWCTION. 

KUWAIT WAN.I'S TO CUT PROWCTIOO TO AROOND 1. 6 MBPD. 

"OTHERS" WAN.I' 'II) RESTRAIN PRODUCTICN. IN 'IllIS PERIOD, 

HOWEVER, OECD COUNTRIES WILL BE UNDER GREAT PRESSURE IN 

'Il!E FACE OF mall UNEMPWYMENT TO EXPAND ECONCMIES. El/EN 

A 'IWO PERCENI' GRCMlli IN OECD ENERGY DEMAND WILL CAUSE 

8ERIOOS PRESSURES. 'lliE EASY STEPS IN ENERGY CONSERVATION 

AND DEVEWPMENT OF AL'ffiRNATIVE SOORCES WILL HAVE BEEN 

MADE AND REALLY SIGNIFICANT DIVERSIFICATION OF ENERGY 

SOORCES WILL NOI' BE PCSSIBIE UNTIL 1985 AND BEYOOD. 

YAMANI DID OBSERVE, HOWEVER, HAT IF 'lliE 'roKYO S\JloTl!IT 

TAroEI'S WERE MET, WE MIGH'l' l3E ABLE 'ro MANAGE 'IllE PERIOD 

'ID 1985 WITHOOT UNWE PRESSURE ON WE MARKEI'. 

1•. YAMANI STRESSED THAT THIS ASSES~ WAS BASED ON 'lliE 

''VERY BIG IF" THAT PRESENT CONDITIONS IN OPEC PROIJJCING 

':OONTRIES REMAIN THE SAME AND SPECIFICALLY THAT IRANIAN 

PRODUCTION WOOID NOT FIJR'IllER DECLINE. IN THIS RF.GARD HE 

l·XPRESSED SERIOUS CONCERN ABOUT IRAN'S ABILITY TO SUSTAIN 

l'RODUCTION WITHOUT SIGNIFICAN.l' OOTSIDE HELP, AND WAS 

::KEITTCAL THAT PRESEm' 400,000. BID DROP IN IRANIAN 

PRODUCTION WAS INDEED RELATED TO WEATHER CONDITIONS 

1N PERSIAN GULF. 

'•. YAMANI EMPHASIZED THAT IN THIS DIFFICULT 1981-85 
:· T'IUATION IT rS ESSENTIAL THAT 'lliE REAL PRICE OF OIL 

r:otIT'INUE TO RISE, GRAWALLY AND IN CAREFULLY MODULATED 

~11\NNER. THIS IS ESSENTIAL TO RESTRAIN DEMAND, TO 

I REVEN'l' SERIOUS SUPPLY GAPS AND TO PROVIDE 'IllE ECONOOC 

INCENTIVES FOR THE DEVELO™E:Nr OF ALTERNATE SOORCES OF 

l·}IERGY. 

IN HIS PRESENTATION YAMANI STRESSED 'IllE ASSUMPTICN 

11iA'l' BY MID-1980 US AND aI'HER MAJOR COOSUMERS MUST MOVE 

,\'>JAY FRCM OIL DEPENDENJ' ECONCMIES 'ltMARD DIVERSIFIED 

, JiEHGY SOORCES. HE EXPRESSED GREAT :mmREST IN 
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PRESIDml'' S ENEMY PRlGRAM INClllDDD Sl'A'lUS ClF WIN!li'ALL 

Pf()FlTS TAX AND RELATED ma!BlY llUli> AWlCATIOO. 

7. Ill COORSE OF.DISCUSS!~~ SECR!'l'AHY COOPER 

OOl'ED IMPORI'ANCE OF SOVIE!' OIL DEVEI.OMN1'S CH 

INI'mNATIONAL MARKET. INDICATIOO OOR BELIEF 'l1iAT SOYIEr 

CCH!UMPTICN IS GROWING FASTER 'IHAll PRCWCTICN AND 'IHAT 

'lHEl'lE ARE ESTIMATFS '!HAT '1l!E GAP MAY REACH 1-3 JtlWo, 
wrni 'lllE SCNIEfS BECCMING AN OIL IMP0RIER AT '1HE HIGHm 

FIGURE. VANCE 

Bl' 

#8973 
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RR Rll~ 

IE RUEHFO #4282/01 2500108 
ZNY UUUUU ZZH 
R 070106Z SEP 79 
FM TJS!NFt> WASHDC 

'ID RUml"l'\/AMCONSUL JERUSAI..&'l 

RU<1'IIF I AMEJl1BASSY »MAN 

RlKl'IBE/ AMEMBASSY BEIRlJl' 

RUEHEY/AMEMBASSY CAIID 

RUCf'1RA/ AMEMBASSY JIDDA 

Rl.lDKKR/ AMEM!ASSY 'IUNIS 

RU~AMEMBASSY JQlAffi'OOM 

RU'l'IKW/ AMEMBASSY J(UWAIT 

RlJ'l'l!lR/ AMEMBASSY 'IDIRAN 

RUCJ>IAD/tJSICA TEL AVIV 

RUEHUS/AMEMBASSY DAMASCUS 

RUQ>TI'I/AMEJvlBASSY '1'RIPOLI 

RUQ'>WS/AMEMBASSY SANA 
RUQMBI/ AJ'llEMBASSY ABU IBABI 

RU~/AMEMBASSY MUSCAT 

RU'WH/ AMCONSUL DlWIRAN 

RUQllAM/ AMEMBASSY MANAMA 

RUFHMR/AMEMBASSY RABAT 
RUF!ffiS/ AMEMBASSY ALGIERS 

BT 

UNCLAS SECTION 01 OF 02 

US INFO 

E.O. 12065 N/A 

USICA FOR PAO FRCM PGM/PPN 

f•'OWJWING IS A PRESS REIEASE FRCM 'lllE OFFICE OF CCRlRESSMAN 
Ll:·~S A.SPIN, DATED SEPI'EJl1BER 4: 

(BFDIN TEXT) 

ASPIN SAYS SAUDIS GOBBIE UP MIILITARY PURCHASES 
WASHINGTON, D.C.-- SAUDI ARABIA HAS SIGNED UP FOR WELL 

OVER HA1F OF EVERY'lliING SOID UNDER 'lllE FOREIGN MILITARY SALF.~ 
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PROORAM SINCE THE FALL OF nlE SllAH, REP. LES ASPIN (~WIS.) 

REVEALED TODAY. 

" SAUDI ARABIA IS BUYING 11 TJlll&S AS MUCH AS THE SECOND 

LARGEST MILITARY CUS'I'Ct'1ER, ASPIN SAID. 

" SINCE THE SHAH FELL LAST FEBRUARY, 'IHE PENTAGON HAS 

SIGNED CONIBACTS '10 SEEL 6. 3 BIILION DOU.ARS IN GOODS AND 

SERVICES UNDER 'IHE FOREIGN MILITARY SALES PROORAM." 

ASPIN SAID. " OF THAT TOI'AL, SAUDI ARABIA HAS SIGNED FOR 3.7 

BILLION OOLLARS OR 58 PERCENT OF THE ENl'IRE WORUMIDE POT." 

IN THE SIX YEARS BEFORE 'Il;!E SHAH'S FALL, IRAN LED 'lHE 

LISI' OF THE PENTAGON'S CUSlUIIERS IN IBREE YEARS AND SAUDI 

ARABIA IN THE OI'HER 'lHREE. BUT ASPIN NCYI'ED WAT NO 

COUNI'RY HAS £VER BEFORE BOOG!fl' MORE THAN HAIF OF EVERY'l'HING 

SOW UNDER FMS IN A SINNGIE YEAR. 

ASP IN SAID, "'IWO THINGS ARE DISTURBING ABOO'I' 'IHESE 

NlMIBRS. 

" FIRST, MANY PEOPLE HAD BEEN CONCERNED FOR YEARS WAT 

'.lllE SAUDI EXPANSTON PROGRAM WAS LARGELY A COUNI'ER TO 'IllE 

IRANIAN EXPANSION :.ai'CE THE SAUDIS COULDN'T VERY WELL LET 

'lfillvlSELVES BE OUTCLASSED IN THEIR OWN BACKYARD. UNDER 

'lllAT INlliRPRETATION, THE SAUDI RATE OF PURCHASES SHCXJlll NC1I' 

BE WANING-- BUT IT'S Nar. 

"SECOND, GIVEN THE STRONG SAUDI REACTION AGA!NST 'IllE CAMP 

DAVID ACCORDS, THE CONTINUING SAUDI BUIUJUP IS CERTAIN TO FUEL 

FEARS 'IHAT RIYADH HAS ISRAEL IN ITS SIGHTS." 

ASPIN' S FIGURES ON ARMS SALES SINCE THE IRANIAN 

REl/OllmON WERE DERIVED BY SUBTRACTING 'IHE FIGURES SHOWN 

ON THE CCMPUTER PRINl'OUT FOR SALES AS OF AUGUST 16 FR<N THE 

PRINIO!Jr FOR SALES AS OF FEBRUARY 22, SHORTLY AFlER THE 

SHAH'S REGIME FELL. 'lliE CCl'llI'UTER PRINIDJTS 'tlERE SUPPLIED 

BY THE DEFENSE SECURITY ASSISTANCE AGENCY. 

IN THA'i' SAME T™E PERIOD, ISRAEL RANKED FOUm'H ON THE 

LIST OF ARMS BUYERS. IRAN BOOGHT NOIHING. 

ASPIN SAID. THE MASSIVENESS OF THE SAUDI CONI'AACTS 

BECAME EVEN f'KJRE EVIDENI' WHEN YOO tm'ICE THAT THE: SECOND 

LARGEST BUYER SINCE THE SHAH'S FALL HAS BEEN A NATO AGENCY 

'ffiAT SIGNED FOR ONLY 5 PERCOO' OF '!HE TOI'AL. SAUDI 

ARABIA BOUGHT 11 TIMES AS MUCH AS 'lHE NUMBER 'lWJ BUYER • " 

ASPIN SAID, "IT SHOULD BE REl'!EMBERED 'lHAT MANY OF 'IllESE 

MILITARY PROGRAMS ·ARE A LONG T1JllE JJI !'Ri:l'A!Wl'ION. THUS, 
'IHERE MAY BE AN EUl>1EN.I' OF ~ I1NO!NED IN Sa.lE OF 

BI' 
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NNNNVV ESBO 12WA540 

PP R1Q1llR 

DE RUQM!J! #1466 2580745 

ZNY SS.SSS ZZH 

P R 150710Z SEP 79 
FM AMCONffiJL OOAHRAN 

TO ~C/SBCSTATE WASHDC PRIORITY 7390 

INFO l'VQMBI/AMEMBASSY ABU lHABI 471 

RllEliAD/USim' BAGHDAD 101 

RlQo!OD/M@lBASSY roHA 221 

~AMElllE!ASSY JIDDA PRIORITY 9773 

FUQMKW/AM&\lBASSY KUWAIT 1423 

~AMallBASSY MANAMA PRIORITY 806 

RUOOA/USLO RIYADH 1077 

RUQMHR/AMENBASSY TEHRAN 1334 
BT 

s E C R E T DHAHRAN 1466 

m 12065: ODS 9/15/85 (LINOOTFO'!, 'RALPH E.) OR-M 

TAOS: MILI, PEPR, SA, BA 

SUBJECT: SAG REPORI'EDLY SENOS NATIONAL GU~ TO BAHRAIN 

l. ( S-. ENTIRE '!EXT) 

2. SAUDI BUSINESSMAN IN PERSENCE OF POLICE OFFICIAL TOID 

CONSOFF SEPI'El>'IBER 14 'IllAT SAO HAS SEW 500 NATIOOAL 

GUARDSMEN 'IO BAHRAIN TO HELP GOO MAINl'AIN ORDER IN FACE 

DF SHI'S UNREST. 

~. WHFN COOSOFF ASKED WElfillER SIG WAS C00CERNED CJVm SHI'S AS 

lN SAUDI ARABIA'S EASIBRN PROVINCE, HIS QUERY WAS 

DISMISSED. WI'IH SUS'TQ.11\RY SAUDI ESTABLISHMENI' DISDAIN FOR 

THIS MINORrl'Y'. 

1<. DOES JMIASSY MANAMA HAVE ANY tN'IRMATION OF THIS 

liEPORT? LINDSTRCM 

HT 

n%6 
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w ESA203MNA019 

PP~ 

DE RU(1olAM #1831 2590930 

ZNY SS.SSS ZZH 

P 160915Z SEP 79 

FM .AMEMBASSY MANAMA 

'ID RIJEHC/SECSTAIB WASHOC PRIORITY 7882 

INFO RU(1.IBI/ AMEMBASSY ABU !llABI 1724 

RJEHAD/USlNI' BAGHDAD 301 

RlKl'lllf/A!«::ONSUL DHAHRAN PRIORITY 1126 

~/AMEMBASSY OOHA 1472 

RUQ>lRA/AMEMBASSY JIDDA PRIORITY 1110 

Rt!"'1KW/ AME1'IBASSY KUWAIT 3228 

RUQMYA/USID RIYA!ll 166 

~AMEMBASSY 'IEHRAN 1304 

BT 

S E C R E T MANAMA 1851 

E.0. 12065: GDS 9/16/85 (PELT.El'REAU, ROOEro.' H.) CR-M 

TAGS: MIL!, PEPR, SA, BA 

SUBJ: (S) SAG REPORI'EDLY SENOO NATIONAL GUARDSMEN 'ID BAHRAIN 

REF: DllAHRAN 1466 

l. (S) NEI'IHER WE NOR BRITISH EMBASSY HAVE RECF;IVED ANY 

CONFIRllATION OF SAG NATIONAL GUA!ID:MEN AcmJALLY BEING 

SEID' 'ID BAHRAIN, DURING DEMON.S'IRATIQNS AT THE END OF 

AUGUST, RUMCRS WERE STROOO 'ffiAT UP ID 'll,,{) 'll!OOSAND 

SJ).UDI POLICE HAD ARRIVED 'ID ASSIST IN CONTANm'.J SITUATION 

BUT NO 'IRACE OF THEM EVER APPEARED. 

2. (S) CX»lENI': WHIIB SAUDIS HAVE AN CEVIOOS INl'EllES'l' 

IN BAllRAINI STABLITY AND IN PRFNEm'lN'.l ANY 0VERFI£M 
OF SHIA UNREST INTO THE EASTERN POOVINCE, IN OOR vrEw 
GOD WOOLD BE Elcr'REMELY REll!CTAm' TO ~T SAUDI HELP 

'ID KEEP ITS HOUSE IN ORDER UNIElS IN EXTREMIS. 'fHAT 

IS CIEARLY NOI' THE CASE. 

gr 

#1831 
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NNNNVV ESA598RAA007 

RR RUQllHR 

DE RU~ #6654 2630555 

ZNY CCCCC ZZH 

R 200533Z SEP 79 

FM AMEMBASSY JIDDA 

'IO RUEHC/SECSTA'lE WASHDC 7411 

INFO RU(J4KW/AMT!MlASSY KUWAIT 4321 

RUQMI'I/AMEM>ASSY TRIPOLI 1060 

RUEHAD/USINI' BAGHDAD 3283 

RU'1'1B!/AMEMBASSY ABU DHABI 1769 

RUFHRS/AMEMBASSY ALGIERS 7134 

RUQMOD/Am!BASSY IXJHA 764 

RU<J'1HR/AMEMBASSY 'IBHRAN 2773 

RUE'SRS/ AMR>lBASSY CARACAS 219 

RUEHOS/AMEMBASSY LAGOS 241 

RUKOOT/AMEMBASSY JAKARI'A 261 

RUFHLC/AM™BASSY l..OBREVIUE 56 

RUESQI/AMEMBASSY QUITO 81 

RUQM!ll/AMCONSUL DHAHRAN 2940 

BT 

C 0 N F I D E N T I A L JIDDA 6634 

DEPAR'IMENI' PIEASE rASS 1.'0 OECD CPITALS, USOECD, AND USEEC 

E.O. 12065: GOO 9119/79 (MEYERS D F ) OR-E 

TAGS: ENRG OPEC 

SUBJ: CRUDE OIL SPOT MARKET SALES 

1. ( C ENTIRE TEXT. ) 

2. FOLLO.IDKJ IS TEXT OF DHAfffiAN 1461 WHICH IS 

REPF.ATED FOR INFO ADDRESS!!.ES INPORMATION. 

3. ON SEPT 11, ECON OB'FICER PAID A FAREWEIL CALL ON 

ACTING DEPUTY MINISTER OF PEI'ROLEUM KHADER HERSOILAH 

ACCCJllPANIED BY EMBASSY PETROLEUM REPORTIID OFFICER. 

IN 'lliE COURSE OF 'IHIS MEEI'!m, USING TALKIN POINTS 

PROVIDED REF, WE RAISED 'l'HE USG'S CONCERN WI'IH 

ENCREASING SPOT MARKE:I' CRUDE PRICES AND WW HERZOLLAH 'IHAT OU 

AMBASSAIXJR..S IN OTHER OPEC CAPITALS HAD BEEN INSTRUCTED 

1D RAISE '!HIS QUES'£TON W!'lli 'IllERI HOOT 
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GOIJERM.IENI'S. WE POIN'I1?.D OUT 'll!AT 'lHIS WAS 001' BEim 

RAISED IN SAUDI ARABIA Sll'ICE WE WERE AWAKE 'll!A'l' ALL SAUDI CRJIE 

BEING MARKEl'ED BY ARAMCO AND PE'lROON WAS SOW ON A camw;'l' BASIS. 

Ha-IE.VER, WE FELT THE MINIS'rRY SHClJLD BE AWARE CF 'IllIS APPROACH 'I'O 

'lllE arHER OPEC GCJVERNMENI'S. 

4. HERSQ1LAH CCMllENI'ED 'll!AT THE MAJOR CULPRITS WERE '!HE 

Ol'HER GUI.F STA'.IES, ESPECIAILY IRAQ, Bl1l' INCI1lDim IRAN, 

KUWAIT, QATAR, AND POSSIBIX '!HE USE. 

HE COOID 001' OR W001D Nar SAY WHAT VOialES WERE OOING Il'l'I'O THE 

SPOT MARKET. HE SAID '!HAT THE RISE m sror PRICES COOUl HAVE 

BEEN ANI'ICIPATED FOR '!WO REASONS, FIRST, IMMEDIATELY .AF'l'ER THE 

OPE CONFERENCE EACH MEMBER TRYS 'I'O DDmS'IBA'IE 'll!AT IT IS FUILCM­

lNG '!HE \)ENl'LEl.'IJEN' S AGREEMENI' REACHED 'll!ERE. HCME.VER, CJIJE1! TlME 

" FIRST OOE TANKER LOAD, 'lllEN 'NO'' Bl!XJOO 'I'O FIND 'mEIR WAY Il'l'I'O 

'!HE SPCII' MARKEl'. 

5. HERZOLLAH, HCMEVER, ALSO PLACED S<>IE OF THE BLAME 00 

WFSmRN OIL CCMPANIES, WHICH, HE SAID, WEJlE BEilINNING 'I'O 

sl'ocKPIIE :rn ANI'ICIPATION OF ANOlllER OPEC PRICE :rnCREASE. 

HE ASKED IF WE WERE DISCUSSJID THIS PRCBllM wrrn c00SUMING 
OCJ\IERN'IFN.l' AS WELL. WE RESPOODED 'lllAT WE HAD BEEN AND 'i.UJID BE 

Il'I TCXXlH WI'IH '!HEM. 

6. HERSOLIAH SAID 'll!AT HE llOl1LD SEND A OOffi 'ro OIL 

MINISTER YAMNI 'Wl'LINING mAT HE HAD BFliN 'IOID. 

7. WHEN ASKED ABalT RlMORS OF A SPECIAL OPEC ~ 'nUS 

FALL, HERZOLI.Afl REr!'ERATED 'lllAT SAUDI ARABIA WAS OPPCSED 'ro ANY 
CONFERENCE BEFORE IJEC»!BER, · HE SAID '!HAT OIL MINIS'IER Y~ 

HAD row OPEC STATE:s IF SUCH A CONFERENCE WAS CALUE HW. ~ 

001' ATJ.'EN!l. 

8. IN RESPONSE 'I'O ANOlllER QUESTION, HERZOLI.Afl SAID 'IHAT ARAMCO 

PROOOCTION CONI'lNUED ro AVERAGE 9. 5 Ml!L!ON BID, 
CF 'IHIS J\Mlll'.JlNJ' APPOOX 9 MILLIOO B/D WAS EXP<RI'ED IN THE FU'M 

CF CRUDE AND VIRIUALLY ALL 'lllE RF.ST WAS REFINIID FOR IDCAL COOSUMl"I'­

ION. 

9. HERZOLLAH SH™ED SPECIAL INlERl'!'lT IN THE amxJ.IE OF THE 

IAM-OPEC LAWSUIT AND ASKED TO BE PROVIDPD WI'11i A 'l'EJrl' OF THE 
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FULL !ECISictl WHEN !T IECCMES AVAIJ.J\BIE. !IE WAS ESPECIALLY 

I mERES'IED 'ro KN& 1F ANY OPEC CCXMffiIES HAD BEEN REPRESENI'ED 

I lEFDRE THE COOR!' AND WHAT HAD BEEN THE ROlE OF AMERICAN G!OJPS 

lo/HO APPEARED IN THE ROLE OF "AMICU CURIAE". HERZOILAH, WHO IS OF 

P ALFSTINIJ\N ORIGIN, COlf.IEN'IED '.!HAT 'IHERE APPEARS 'ro BE A GROONG 

I INDERSTANDING BY AT LEAST SGIE ON THE UNI'lID STATES CF ITS 

1 lWN INTERSTS :Et!_ THE ARAB wcro.D, NCJr lEAST OF WHICH IS OIL. WEST 

III' 
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JJNNNVV ESA59ll1AA006 

PP nuq.1liR 

DE RUQlllRA #6652 263o600 

ZNY CCCCC ZZH 

P 2005302 SEP 79 
FM AMEMBASSY JIDDA 
ID RUEHEG/AMIM>ASSY CAIRO PRIORI'IY 
INFO RUEHC/SECSTA'IB WASIIDC PRI<mTY 7410 

RUElW!/AMEMBASSY mlAN 438 

RUE}![W'J\MF11JBASSY DAMASCUS 1495 
R!JQllllRIAMEMBASSY TEllRAN 2772 

R!lmN/AMEMBASSY 'lEL AVTV 1782 

RUC;WJH/AMCONSUL UlAHRN 2939 
R\JEHJM/AMCONSUL JERUSAIEM 599 
RUQMYA/USLO RIYADH 4044 

Fil' 

C· 0 N F I D E N T I A L JIDDA 6652 

E.O. 12065: GDS 9/19/85 (BOVIS H ElJGENE) OR-P 
TAGS: PINS PINI' EXl SA 

SUBJ: (U) SAUDI ARABIA IEFENDS rI'S ISLAMIC RlRITY 

1. (U) SEPl'EMBER 19 ARABIC LAOOUAGB: AL MADINA EDrroR.l:AL 

CITES "F.GYPI'IAN PRESS CLAlMS" (NO FURlHER ELABCllATION) 

'IHAT AN EXTREMIST RELIGIOUS MOVEMEm' HAS APPEARED IN SAUDI 

ARABIA. CCM4ENI'ING ON REPORT, AL MADlNA STA'IES NO OillER OOJNI'RY 

HAS OONE BE'lTER 'lHAN SAUDI ARABIA IN PllESERVINJ rrs RELIGIOUS 

INTFORl'l'Y OR IN PROPAGATOO ISLAM. &lYPTIAN RUlERS 'lliEMSELVES 00 

00 CBSERVE STR!al' RUU'S OF ISLAM, ANO EVEN IRAN IS NOr 100 PERCEN!' 
IaLAMIC, LIKE SAUDI ARABIA. EXlYPl'IAN PRE'SS SHOOlD CEASE MAKING 

SUCH CLAIMS. 

2. (C) CCM®n': RELIGICVS ISSUE IS VERY SENSITIVE FOR SAUDIS, 

ESPECIALLY FOUJ:M.rNG EVENl'S IN IRAN. REACTICIJ HERE W 

EGYPl'IAN GIBES ON RELIGIOOS ISSUE IS S'l,ml}ER AND ~CKER 'lliAN 

TO SADAT OR CAIRO PRE'SS S'l'ATEMliNI'S AllCl1l' SAUDI POLITICAL 

PERFIDY OR EVEN CORRUPI'ION. 'lllIS IS~ KIOIN INSTANCE CF 

SAUDI I s 'lELLOO EX1YF'I'IANS TO s l1l' UP lN 'llli; LA'mST IOllID 

OF SAUDI-~ BICKl!;AINl. 00 COMN!'. 

3, (C) FOR CAIRO: \\UJlD APPRBimm PllR'lllm lNFOff!ATIOO 00 
FilYPTIAN P!lE.5S REPORTS AlnJT RELIOIOOS ElmlEMIS'lS 

AND/OR OPPOSITION IN SAUDI' ARABIA. WPm' 

BT 

#6652 
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ESA984DHA824 

\'P R\Jcy\HR 

DE RUQMD!I #1520 2671450 

ZNY CCCCC ZZH 

I' R 2414102 SEP 79 

l•M AMCONSUL OOAHRAN 

'ID RUFRC/SECSI'A'lli WASHDC PRIOOITY 7416 

lNFD R\JQ'IBI/AMEMBASSY ABU D!i.ABI 472 

HUFHRS/AMEMlASSY AWiffiS 49 

RUNlAD/USINT BAGHDAD 102 

RUESRS/ AMFMBASSY CARACAS 32 

llll(J<!OD/AME2'1BASSY IXllA 223 

HlfKOBlf/AMEMBASSY JAKARTA PRIORITY 9806 

lll!QMKW/AMEM3ASSY 1KUWAI'I' 1424 

HlJEHOS/ AME1-IBASSY LAGOS 45 

HUFHI.C/AMEMBASSY LIBREVILIE 21 

HUFSQI/ AMEMBASSY QUI'ro 20 

HUQ'IYA/USW RIYAIB 1100 

HU~AMEMBASSY 'lEHRAN 1335 

H\JQMJ'I/ AMEMBASSY TIUPOLI 138 

l\T 

1~ 0 N F I D E U,T tlfA L DHAHRAN 1520 

llEPT PLEASE PASS '1'01 (!)EC!) CAPITALS, USOECD, AND USEEC 

m 12065: GOO 9/24/85 (L!Nffi'.lffi>l, RALPH E.) OR-M 

'!'~GS: ENffl, OPEC, SA 

::;uBJECT: SAVDI OIL PROOOCTIOO CEILING AND OPEC PRICE OOTLOOK 

l . ( C-ENI'IRE 'IBXT) • 

.' . AC!'ING tEPlm Ml.NIS'l'BR OF PETRO!EUM J<HAreR HERZOLLAH 

''ONFIRMED 'IQ ME OOllIID SEPl»!BER 24 CALL AT EASTERN 

I 'HO\IINCE MINISTRY OFFICE 'll!AT HE HAD ~ RECEIVED AN 

1 »llER FIDl MINISTER OF PETROLEUM YAMANI 'IQ CUT BACK ARAMCO 

I 'KOOOCTION NEXT Mcmr! 'IO REnULAR 8. 5 MILLION BID 

r·HODUCTIOO CEILING. IN ABSENCE OF SUCH AN OR!El, HE SAID 

l 1 If.RE WAS NO REASON 'IO ASK .ARIJACO '11'.l PRODUCE AT IE.'lS 

·111AN PRESENT TEMPORARY CEILING OF 9.5 MILLION B/D. 

H1MENT: Wl-IIIE HERZOIJ.AH DID N0r EXPLICITLY STA'IE 

1\llff ThJ>.l?ORARY CEILING WOOUJ BE EX'IENmD 'IHOCOGH FUIL 
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FCUR1ll QUARIER, rr WAS CIEAR FIO'I '!WE AND SUBSTANCE OF 

HIS DISCUSSIONS OF PRICES 'll!AT HE IS CONFIDENT IT WILL. 

3. DF.'lPITE APPARENI' ASSUMPl'ION OF CCWI'INUED ARAMCO PROWCTION 

AT CURREm' LEVELS, HERZOLLAH IS 'lllRRIED 'IBAT A GENERl\LIZED 

OM PRICE INCREASE MAY 001' BE AVOIDABI.E IN DECEMBER OPEC MEE,''l'ING. 

HE POINI'ED OUT THAT AT LEAST 10 PERCENT OF OPEC OIL 

(PARTICULARLY FRCM IRAQ, KUWArr, IRAN, OOBAI, NIGERIA) 

AND "PERHAPS MORE WE DON'T KNaN AOCJl.Jr FRCM LIBYA" 

IS BEING MARKETED AT HIGHER THAN OPF.C RA'IBS AND IN MANY 

CASES AT sror MARKET PRICES. H&' HE ASKED' CAN WE 

ARGUE WI'lll IRAQIS AT DECEMBER OPEC MEETING 'll!AT 

SUPPLY/DEMAND OONDITIONS 00 NOT JUSTIFY A GENERAL OPEC 

PRICE INCREASE WHEN 'lllEY WILL SHOW US INVOICES 

rocuMENTlOO SJ\1ES TO EXXON AND a:mER LARGE OIL CGlPANIFS 

AT SPOT MARKET PRICES? MUCH WIIL DEPEND, OF COORSE, 

ON MAINI'ENANCE OF CURREN1' DELICATE BALANCE BEThJEEN 

SUPPLY AND DEMAND. " IF, FOR EXAMPLE, GOD DECIDES ON 

AN EARLY OR HARSH WINTER IN E I'IllER EUROPE OR 'IllE U • S •• , " 

HERZOLLAH BELIEVES THAT IT WILL BE vnm.IAU.Y IMPOSSIBLE 

'JXl ABOID ANO'IllER SIGNWICANr OPEC PRICE INCREASE IN 

DECEMBER, ALTHOUGH SAUDI ARABIA WILL CONTINUE TO 00 ITS 

BEST 'JXl HOLD THE PRICE LINE IN ORDER 'ID AVOID FUR'IHER 

DAMAGE TO 'll!li: WORLD ECONCMY. 

4. BACKGROUND NOTE: HERZOLLAH IS YAMANI' S TOP AVIISER 

ON OPEC MA'ITERS AND ACCCMPANIES HIM 'ID ALL MAJOR OPEC MEEll'INGS. 

LINI:l'STRCl'-I 

BT 
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!illlltNV ES A2 6.1! R AA n>?. 
PP RUCl'!HR 
OE RUQl1RA #6850 210030 
Z NY CC CCC ZZ H 
P R 210950Z SEP 79 
F1'I AMEMBASSY JIDDA 
TO RUEHC/SECSTATE WASHDC PRIORITY 706 
!NrO RUQMBI/AMEMBASSY ABU DHABI 1774 
RUEHAD/USIN'I' BAGHDAD 3292 
RUrHOL/AMEMBASSY BONN 665 
RUQMDH/AMCO~SUL DHAHRAN 2976 
RUGX'IJ<W/AMEMBASSY DOHA 766 
RUQMKW/AMEMBASSY KUWAIT 4327 
RUOTC/AMEMBASSY LONDON 42~6 
HUQMAM/AMEMBASSY MANAMA 1513 
RUC>1'1MT/AMEMBASSY MUSCAT 694 
RUFNPS/AMEMBASSY PARIS 2104 
RUil'IYA/U!i.O RIYADH 408111 
H UQMHR/ Al1EMBASSY TEHRAN 2 774 
ilT 
C 0 N r I D E N T I A L JIDDA 685 0 

F,O. 12065: GOS 9/27/85 CFLACKE, JAMES A) OR•M 
TAGS: MARR, SA, MU, SA, GW, ZP 
SUBJECT: CC) Gut..r SECURITY 

HEF: LONDON 18961 

I. CC • ENTIRE TE;:T>. 

002281 

:'.. MrA DIRECTOR rOR ARAB ArrAIRS,ISMAIL AL-SHURA TOLD POL 
COUNSELOR ON SEPTEMBER 25 THAT OMAN! rORElGN UNDER SECRTARY 
'ri:SUF' AL·ALAl:I HAD MADE UNREPORTED VISIT TO SAUDI 
M:AE:IA ON SEPTEMBEfi 20 TO DISCUSS GULr SECURITY. ALAI.JI 

AID THAT OMAN THOUGHT THAT SECURITY Or GULr AND STRAITS 
lF HORMUZ l\£0UIRF.D COOPERATIVE ErFORT Or OMAN, SAUDIA 
AkA:?IA, AND LOWER GUrL STATES, WITH THE SUPPORT OF SUCH 
liESTERN POWERS AS THE U.S., UK, AND WEST GERMANY. HE 
PfiESENTED SECURITY SURVEY OF' STRAITS Or HORMUZ WHICH 
'.:fWWED THAT MOST SERIOUS THREAT TO STRAITS WAS rROM 
MINING. HE ASKED SUADI ARABIA TO PROVIDE MINESWEEPEll. 

I, PRINCE SAUD SAID THAT SAUDI ARABIA PRErERRED COOPERA• 
I IVE EFrORT AMONG FUl.F STATES rOR GULr SECURITY • 
.INCLUSION OF OUTSIDE POWERS IN TllE AJIRANBEl'IENT WOULD 
ONLY COMPLICATE THINGS IN THE ARAB WORLD AND INVITE 
CRIT ICIS'M OF OTHER ARAB STATES. HE SAID THAT SAG 
~OULD 5l'UDY SECURITY SURVEY AND CONSIDER OMAN! REQUEST 
FOR MI NE SWEEPER• 

4. ALAWI SAID 'COOPERATION WITH SAUDI ARABIA, BAHRAIN,t\ 
1,r£, QATER, AND POSSIBLY KUWAIT WAS DESIRABLE. HE l 
i'ID NOT THINNK IT POSSIBLE OR DESIRABLE TO GET 
1rJOPERATION FROM IRAN AT THE MOMENT. IRAQ WOULD ONLY 
, 1 OBSTREPEROUS. . 

WEST 
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NNNNVV ESA223RAA692 
00 RUQMHR 
DE RUQMRA #7074 282 llllfJ0 
ZNY CCCCC ZZH 
O R 091000Z OcT 79 
FM AMEMBASSY JIDDA 
TO RUEHC/SECSTATE WASflJC IMMEDIATE 7583 
RUQMBl/AMEMBASSY ABU DHABI 1783 
RUESRS/AMEMB'ASSY CARACAS 220 
RUFHRS/AMEMBASSY ALGIERS 71"4 
RUQMOD/AMEMBASSY DOHA 773 
RUKOBT/AMEMBASSY JAKARTA 262 
RU QM KW/ AMEMBASSY KUWAIT 4333 
RUEHOS/AMEMBASSY LAGOS 242 
RUFH..C/AMEMBASSY LIBREVILLE 57 
RUQMAM/AMEMBASSY MANAMA 1511 
RUQMMT/Af'IENBASSY MUSCAT 701 
RUESQl/AMEMBASSY QUITO 82 
RU QM HR/ AMEMBASSY TEHRAN 2779" 
RUQ['fl"I/AMEMBASSY TRIPOLI 1073 
RUFHAU/AMEMBASSY VIENNA 261 
flUEHAD/USINT BAGHDAD 33!210 
RUQMDH/AMCONSUL DHAHRAN 3012 
RUQMYA/USLO RIYADH 4124 
RUFHOL/AMEMBASSY BONN 667 
RUDI C/ AMEMBASSY LONDON 4275 
RUEHME/AMEMBASSY MESlCO CITY 46 
RUFNPS/AMEMBASSY PARIS 2111 
RUD KSNQ/ AMEMBASSY OSLO 5 0 
RUEHKO/AMEMBASSY TOKYO 424 
RUEHOT/AMEMBASSY OTTAWA 125 
RUFHGV/USMISSION GENEVA 297 
BT 
C 0 N F I D E N T I A L JIDDA 71il74 

EO 12065: GOS 10/9/85 CNORRJS, C E> OR•E 
TAGS: ENRG, SA 
SUBJ: SAUDI OIL PRODUCTION 

I. CU> NEWSPAPERS TODAY CARRIED TERSE 1\RNOUNCEMENT BY 
INFORMATION MINISTER ABDO YAMAN~ DENYING FOREIGN PRESS 
REPORTS THAT SAUDI ARABIA HAD D CIDED TO EN% SURPLUS Oii 
PRODUCT ION END OF THIS QUARTER. TAPIAN! ekAI\ CTERIZED 
REPORTS AS ABSOLUTELY UNFOUNDED AND STATED THAT NO 
DECISION HAD YET BEEN MADE IN THIS REGARD. 
2. CC> THIS IS NOT QUITE A CONTRADICTION OF THE STATE­
MENT OF FOREIGN MINISTER PRl#C[ SA'UD l'IJBLlSH!D JN 
WALL STREET JOURNAL OF 5 OCT THAT SAUDI ARABIA DOES 
NOT PLAN T 0 CONT I NUE PRODUCING EXTRA OIL BEYOND JAN I. 

THE USE OF A PUBLIC OFFICIAL STATEMENT DOES ILLUSTRATE 
HOVI TIGHTLY CROWN PR INCE FAHD WISHES TO RESERW OIL 
PRICING AND PRODUCTION DECISIONS TO HIMSELF. SEE 
SEPTEL. WEST 
BT 
117074 
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VY ESA422RAA8612 
PP RUQlllHR 
DE RU'11'1RA 1789611 2831818 
Z NY SS SSS ZZ H 
P R 101524z ocr n 
Fl'! AM!l'IBASSY JIDDA 

002710 

TO RUEHC/SECSTATE WASJC>C PRIORITY 7''2 
RUQMBI/AMEMBASSY ABU DHABI 1785 
RUJABA/AMEl'IBASSY ADDI~ 'ABABA 708 
RUEHAM/AMEMBASSY AMflAN 411152 
RUQMBE/AMEMBASSY BEIRUT 7268 
RUEHEG/AMEMBASSY CAIRO 3826 
RUQMDH/Al'ICONSUL DHAHRAll 38 17 
RUSBL K/Al'IEMBASSY KABUi. 213 
RUQMKM/ AMEMBASSY KHARTOUM 1171 
RUQMAl'l/AMEMBASSY MANAMA 1519 
RUQMDI/AMEMBASSY MOGADISHU 467 
Rllllf'YA/US.O RIYADH 4128 
RUQMHR/AMEMBASSY T£11tAN 2788 
RUEADW/WHITE HOUSE WASll>C 
BT 
SE CR ET SECTION I OF' 3 JIDDA 7896 

EXDIS 

E.o. 120651 RDS 18/8/99 <WEST, JOHN c.> OR•ll 
TAGS I PEPR, SA,. US 
SUBJECT 1 CS> MEETING WITH CROWN PR INCE FAHD • OCTOBER 2 

REFr CA> JIDDA 6979, CB> JIDDA 6'77 

I. CS • £N'rIRE TEXT>. 

2, SUfll'IARY SENT REF' CA>• 

CHARGE 

FILE COPY 
DUMMY CHRON 

l, AMBASSADOR WEST, ACCOMPANIED BY AMBASSADOR FREDERIC CHAPIN, 
VISITING JIDDA .FROM ADDIS ABABA, AND·.SPECIAL COUNSELOR ISA 
SABBAGH, CALLED ON CROWN PRINCE YAll> OCT 2 AT 22311 IN F'HAD'S 
JIDDA oFna:. 

• ETHIOPI~1 
THE atOVN PRINCE WELCOMED AMBASSADOR CHAPIN AND ASKED Jl°OR A , 
BRIE,ING ON THE LATEST SITUATION IN ETHI,.IA. HE WAS PARTICUl.ARLY 
INTERESTED lit THE DHHE 0, POPUl.AR SUPPORT EIJOYED BY THE 
MENIGSTU REGIME. AMBASSADOR CHAPIN GIGll.IGHTED RECENT DEVELOP• 
ll!NTS IN ETHIOPIA, EMBHASIZING HOW HAILE SELASSIE'S APPEARANCE 
OF SEEMING IlllIF'F'ERINCE TO l'IANY OF TH£ COUNTRY'S PROBLEMS PAVED 
THE WAY FOR A COflMUIIST TAICfOVIR. THI: CURR£1T REGIME SEEMED TO 
ENJOY SOME SUPPORT II THE SOUTH WHERE LAND HFORMS HAD ATTRACTED 
THE PEASAITS, BUT lit TH£ CUTER AID TH£ NORTH THE MENIGSTU REGIME 
HAD LITTLE SUPPORT, ESPECIALLY AMONG THE MJDDU:·CLASS AID 
TNTELLECl'UALS. 
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FAHD SAID HIS INTEREST IN E'IIUOPlA WAS •OT PURELY ACADEl'IIC; 
RATHER IS WAS BASED' ON THE HORN OF AP'RlCA'S PROXIMITY TO THE 
ARABIAN PENINSIJ...A AND THE REPERCUSSIONS OF THE ETHIOPIAN•SOMALI· 
ERITREAN·SUDANESE POLITICAL SCENE 01 DEVELOPMENTS IN SAUDI ARABIA 
AND THE GULF AREA, FAHD REVIEWED THE RECENT HISTORY OF DEVELOP·~ 
l'IENTS IN ETHIOPIA FJ.101'1 A SAUDI Plilt5PIC11W. HE SAID THAT THE 
EMPEROR HAD MADE MISTAKES OF COl'll'llSSION AND OMISSION, BUT COULD 
HAVE BEEN PERSUADED BY lHOSE WHO \llERE lllS BENEFACTORS TO COR-
RECf THE SIIJTATION, ESPECIALLY THE SEVERE CONDITIONS RESULTING 
FROM THE DEVASTING DROUGHTS. 

6, THE CROWN PRINCE RELATED HOW PRIOR TO THE El'IPEROR 'S DOWN· 
FALL, HE CFAHDl 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 
COULD NOT APPEAR TO BE HELPFUL IN VIEW OF ETHIOPIA'S CAl'IPAIGN 
AGAINST THE ERITREANS. UNFORTUNATELY THE WEST ANO THE U.S. ALSO 
Oii> NOTHING, LEAVING AN OPEN PATH FOR THE SOVIETS ANO THE.IR 
ALLIES TO l'IOVE IN WITH THEIR CUBAN SURROGATES, FAHD ALSO QUERIED 
AS TO THE RESlLT OF PRESIDENT CARTER'S PROMISE TO BE HELPFUL 
IN SOLVING THE OGAOEN SITUATION, FAHD RECALLED HOW IN 1978, 
AT PRESIDENT CARTER'S SUGGESTION, HE HAD PERSUADED SIAD BARRE 
TO ANNOUNCE PUBLICLY HIS ACCEPTANCE OF A UN PLEBISCITE FOR 
OGADEN'S PEOPLE. ALTHOUGH BARRE DID ANNOUNCE HIS WILLlNGENSS 
TO ACCEPI THE REStLTS OF A UN REFERENDUM, THE U,S, SEEMS TO HAVE 
LOST INTEREST IN SOl'IALIA, FAHD FEARED THAT, THROUGH NEGLECT, 
THE U,S, MIGHT LOSE SOMALIA EY DEFAULT. 

7, IRAN AND THE COl'IMUNIST THREAT! 
a!OIN PRINCE FAHD SAID DEVELOPl'IENTS IN IRAN, AS THOSE IN 
ETHIOPIA, COULD BE SEEN AS AN EXAMPLE OF U,S, SEEMING l~UIFFERENCE 
OR Il'IPOTENCE. •INSTEAD OF PRESSRU!NG THE SHAH INTO BRINGING 
HIS THOUGHTS AND ACTIONS UP TO DATE 50 AS TO PULL THE RUG FROM 
UNDER THE COl'IMUNIST AGITATORS YOU LET Hil'I ao·. - KHOl'IEINI IN 
OUR POINION,• CONTINUED FAHD, •Is A TOOL, ALTHOUGH HE MAY 
NOT KNOW IT OR ADMIT IT. THE COMl'IUNISTS ARE PURSUING THEIR 
DESIGNS l'IETHODICALLY, FIRST THEY WANTED TO BRING FORTH THE 
StREET RESISTANCE, THEN THE IllTELLECTUAL PATRIOTS, IN ORDER T 0 
DEAL llITH THEl'I CONSECUTIVELY AND MORE EFFECTIVELY. LOOK AT 
WHAT HAS HAPPENED IN IRAN, WHY,THEY HAVE KILLED THE CREAl'I OF 
THEIR SOCIETY -- THE BEST BRAINS IN THE l'IILITARY, THE PROF'ES· 
SJONS, AND THE CIVIL SERVICE HAVE ALL BEEN EXECUTED OR FORCED 
llTO EXR.E, THESE ACTS OF SAVAGE SLAUQHTER HAVE NO CONNECTION 
to ISLAM WHOSE FAL& IS BEING ARTIFICALLY FLUTTERED IN IRAN.• 
BI 
17096 
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VV ESA45tRAA894 
PP RUQlllHt. 

DE RUQMRA 17996/2 3831"'3• 
Z llY SSSSS ZZ H 
P R l1!18524Z OCT 79 
FM AMEl'IBASSY JIDDA 
TO RUEHC/SECSTATE WASHDc PRIORITY 7593 
IllFO RUQll!Bl/AMEMBASSY ABU DHABI 1786 
RUTABA/AMEMBASSY ADDIS ABABA 71!19 
RU!HAM/AMEMBASSY AMMAN 4053 
RUQfllBE/AMEMBASSY BEIRUT 7261 
RUQPIDH/AMEMBASSY DHAHRAN 311118 
RUSEl. IVAMEPIBASSY KABUL 214 
RUQl'IKM/Al'IEMBASSY KHARTOUM 1172 
RUQl'IAPl/APIEMBASSY MANAPIA 1521!1 
RUQl'IDI/Al'IEMBASSY MOGADISHU 468 
RUQlllYA/USl..O lllYAl>ll 412~ 
RUQl'IHR/AMEMBASSY TEHRAN 2781 
RUEADWW/THE WHITE HOUSE 
BT 
SE CR ET SECTION 2 OF 3 JIDDA 711.l96 

EXDIS 

THE CROWN PRINCE PREDICTED 1'HAT •SHORTLY, PERHAPS WITHIN A FEW 
MONTHS, KHOMEINI WILL BE OUT AND IRAll WILL BECOME ANOTHER 
ETHIOPIA, RELED BY COMMUNISTS PLACED THERE BY MOSCOW!" THE 
CROWN PRINCE REGRETTED THAT THE UNITED STATES DID NOTHING TO 
COUNTER THE COMPIUNIST THREATS Ill THE REGION. FAHD FURTHER 
NOTED THAT IRAN WAS THREATENING Bt.HRAIN, llUWAIT AND THE OTHER 
ARAB COUNTRIES OF THE GULF. THERi: HAO llOWEVER llOT BEEN A WORD 
OF CAUTION TO IRAN FROM PRESIDENT CARTER TO REASSURE NOT ONLY 
WEAK COUNTRIES LIKE BAHRAIN, BUT ALSO Al'IERlCll'S OTllER FRIENDS 
IN THE AREA AND AROUND THE WORLD. •THREE QUARTERS OF THE 
RAB REGIMES ARE WITH YOU REALLY". SAID 1AHD. "THEY ALL AWAIT 
EXPECT AND HOPE FOR THEIR POWERFUL, llilSE AllD l'IORALLY ADROIT 
FRIEND, Tl-IE U.S., TO SEND OUT THE l'lESSAGE LOUD AND CLEARI 
'STOP. ENOUGH IS ENOUGH! WE AllD ALL DE~t:ILl'EDPLES IN THE 
WORLD CANNOT SIT IDLY BY AND WATCH Tiit LAW OF THE JUNGLE PRE­
VAIL I'" ALREADY ETHIOPIA, AFGHAlllSTAN, lRt.11 t.ND TME PDIJY 
WERE SUCCUMBING TO SOVIET PRESSURr. FAHD FEARED THA 
PAKISTAN MIGHT BE NEXT. "St.UDl ARABU HAD SEEN Tllt COl'l­
MUNIST FIRE APPROACHING FOR A LONG TIM&: A.NO HAD ALERTED 
'!HE U.S. SAUDI ARABIA'S WARNINGS AND APPPEALS HOWEVER SEEl'I 
TO HAVE FALLEN ON DEAF EARS." 
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S. 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 DELJVRRED EARLIER 
IN HE DAY A COPY OF PRESIDENT CARTER'S SFEECH ON SOVIET COM• 
BAT TROOPS JN CUBA. THE PRESIDENT HAD WANTED US TO SHARE 
AN ADVANCE COPY WITH PRINCE FAHD PRIOR TO ITS DELIVERY BUT WE 
AHO BEEN UNABLE TO DO SO BECAUSE OF THE VROWN PRINCE' S BUSV' 
SCHEDULE. FAHD, !fl RESPONSE, ACKNOWLEDGED THAT THE PRESIDENT'S 
SPEECH ON CUf<A WAS THE TYPE OF RESPONSE TO SOVJF.T ADVENTURISM 
THAT SAUDI ARABIA APPRECIATED. THE Al'IBASSAD'OR CONTINUED THAT 
THER WERE MANY WHO WERE ATTEMPTING TO SOW THE SEEDS OF DIS­
TRUST BETWEEN THE U.S. AND SAUDI ARABIA; 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 Il'IPORTANT TO REMEMBER THAT 
tAEN 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 
POSITIVE 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 !RAN 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 
U.S. COULD SUPPORT OUR FIRENDS WITHOUT THAT SUPPORT BEING 
EMBARRASSING OR COUNTER PRODUCT IVE. THE U. S, APPRECIATED THAT 
PAST SUPPORT AND HOPED THAT THE CROWN PRINCE WOULD CONTINUE 
TO ASSIST US IN GIVING THE PROPER SORT OF LOW VISIBILITY 
SUPPOR MANY OF OUR FRIENDS IN THE REGION. REQUIRED, 

!t)I: 
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9, (;011 \. , " rr•.l J\.:'.G OAY ' ~- ~ 'Ji."1> t"1.U:l> tOUllSt\.OR 
·:,,;:;0ft;! J ,, :O 'fH~ i•;i.,;,.0':\l!G~ , ... ,~'"'El\ t!HAT Al'IBASSADOR 
';;'SJ: ; ' ' ·.,Jf CARTE"';: ::>C-·:·~H'l' W[L_. , "L~~·t WANT TO El'!• 

• ;,,111 1 ,.: \'r ALL IN Tl<l:: :-,»:-.,:.;_._: Cli' \'·~i;~ .;;~_:_.:_;·,.ff :.l'IBASSADOR 
:;.iPf . i ... P. r I WAS ABl"\!JI ."' _ _,[.);; ::<, ~ J l'li'i TEL!.Zf''' f,_;J NOW 0 

.<J\11:""· \: .• '.:.·r IF THAT s;-,·~r,h ;::; ;:'~i\:::::, ~•}CTRilf! NO. 1, t;E !"~.iiU 
L', . lh' OUR AREA. SURI:~.» ~.,;":: f'Rt.~ ~.>-.;T i\1!~1 fll:QPLE KNCN 

• \' l' . .. ;L A COUPLE OF THOU:>;."'i) !:-· ••;;:T TRuvfS ~!!IR FLORIDA 
WL1• i 1 BE TOLERATED BY THE U&-": SV.•1.::- ~h!!' .. ;.:r.! GR!?i'UIG 
(l:fl .·r·· y THROATS AROUND HERE1THREA!EllIN& TC,.;;:~ Yuun ;;,;.;,.: 
. n ·· r.: :rs AND OURS, SllOU\.l> Bi; Al ttAST AS DESERVUG 01' I\ 
'II r , UNEQUIVOCAL STAID. REl'IIND WSHI118TOll, Ill TIS CON· 
·e:: ., I OF THE ARABIC SAYING ·To COUNT THE LASHES IS ONE 
(l{V!l.l; BUT to FEEi.. tHEl'I IS SOMETlllllG n.su·· 11'1> COl'IJll.ENT. 

rn, THE PALEST IN IAN QUESTIOll AND MIDEAST PEACE I 
Fl\ '[' REITERATED SAG'S COITEllTtOI THAT t.IY SO·t~U.El> 501..UllON 
TJ i liE ARAB-ISRAELI DISPUTE WHICH DOES llOT HAVE THE PART I· 
ClP1TIOll AND AGREEl'IEN OF THE PALESTINIANS Wil..L NOT SUCCEED. 
HI. :.l'IPHASIZED THA, •wE KNOW FROPI TH! ARABS, THROUGH SADt.T, l'IORE 
T:tll;~ THE ISRAELIS EVER DREAl'llDt RESPECTABILITY, ACCEPTANCE 
WITHIN THE AREA AS A STATE. BUT TRUI TO THEIR SYLE, THE 
ISRAELIS KEEP WANT ING TO GRA~ GRAB, GRABI '1RS THEY US IST 
OK COlltllUlMG, Altll 11 FAC IICR!ASINe, THE BUILDING OF SETTLE• 
l'IENST ON THE WEST BAIK. llOW THIY lfAllT PIORE ARAB LAND, OSTENSIBLY 
THROUGH Pll!SHASE. IS THIS ISRAELI GHii> CONDUCIVE TO SECURING 
ARAB GOOO Wl\.1..1 All! ll\E ll!RU\.lS 01\.'f llflllt!STED 1N ACCOl'll'IODA• 
TION WITH SADAT- AllD TO HILL VITK TH! REIT OF THE ARABS? IS 
THE u. s. GOllERNfllENT CONDOlllH TH1S7 AR! 'IOU eouo TO DO NO 
l'IORE HAN EXPRESS "REGRETS• A 11\tlT iltl• IS' DOIH'l' WI AASURE 
YOU THAT GE GIN THE BULLY T KAT Ill II LllTHS OllL Y 0 TH! 
VOICE THAT INDIACTES THE SPIAlllR HAI l!TDflllATIOll, GUMl'TIOI, 
AND THE COURAGE OF HIS CONVICTlOH.• 11 OTIER WORDS (Oft SO 
IT CAl'IE OUT IN ISA SABBAGH"S IITIRPRITATION>, 'THE VOICE 0, 
A l'IAN WITH BALLS!" 
BT 
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PP RUQlfNR , 
DE RUQllRA 17f/U/3 2~1 .... 
Z NY SSSSS ZZH 
PR 18~24Z OCT 'It 
Frt Al!EMBASSY JIDDA 
TO RUEKC/stCSTATE OSIDC PRitllt\' TH~ 
INFO RUQl'IBI/A"EMBASSY A8U DHA8l 1719 
RUUBA/A"EMBASSY ADDIS ABABA HI 
RUE HAM/ AMEllBASSY AflflH 4f5.f 
•UQMBE/AMEMBASSY BEIRUT 72C2 
ftU!HE8/AMtMBASSY CAIRO 3828 
RllCIMDK/Al'ICONSlL .DHAllRAI H1' 
RUSll.X/Al'IEl'IBASSY KABUL 21' 
lfUCll'IXM/MEl'IBASSY KHARTOUM I l'ra 
RUlill'IAM/AMEMBASSY MAIAMA 152 l 
lfUllll!>l/AMEMBASSY MOGADISHU 4" 
RUQlllYA/USl..O RIYADH 4131 
RUQltJIR/AMEMBASSY TEHRAN 2182 
RUEADilll/THE llK m: ll)USE 
!l' 
s E c R E T SECT ION '3 or 3 JIDDA 719' 

!XDIS 

11. IN RESPONSE AMBASSADOR VEST REITERATED P'RHIDNET 
CARTER'S DEEP COMMITMENT TO A COMPRIHllSillE AND JUST PEACE, 
AS WELL AS THE u.s, RECOGNITION THAT IT IS NECESSARY TO HAllE 
A fl.OUTil>lf TO THE PALESTillIAN PROBLEM AS A PREREQUISITE FOR 
MIDEAST PEAC[. TKE APIBASSADOft POINTED our THAT IN LIGHT OF' 
RECENT MODER AT ION SHl!OllN BY lHE PLO• PUBLIC OPINION POLLS WERE 
SE GINNING TO SllOW THAT Al'IAJOIUH OF' TKE PEOPLE 01 THE u.s. 
VERE IN fAVOR OF' A DIALOGUE llITH THE PLO. HE ADDED THAT THE 
VISITS TO THE REGION BY TK! SOUTHERlf CHRISTIAI LEADERSHIP GROUP 
AND REVEREND JESSE JACKSON WERE SURE TO KAVE A FURTHER IMPACT 
ON THE ANERICAN PEOPLE Ht TERMS OF AAMILIARIZING TKEPI VITH THE 
PL lGHT OF THE PALESTINIANS. WHILE lKI AM&ASSADOR UllDERSTOOD THE 
ll'IPAT IENCE SHOWN BY SAUDI ARABIA IUID THE REST OF' THE ARAB liORLD 
AT THE LACK OF PROGRESS ON THE AUTONOl'IY NEGOTIATIONS, VE VERE 
OBLIGATED TO AL~ PRESIDUT SADAT AID PRIME MIIISTER BEGIN 
A REASONA!!LE TIME ro SHOW PREOGRESS O• SUCH NEGOTIATIONS. 
THE u.s. WOIJLD BE PREPARED, IF AllD WHEN IT APPEARED THAT THERE 
~S AN ABSOl.UTE stALEl'IEU, TO SEP IN AS I MORE ACTIVE FULL 
P>RTllER 111 THE PEACE PROGRESS AND TO DO OUR UTllOST TO BREAK 
ANY DEADLOCK EVEN I~ IT #£ANT TAKING POSITIONS ADVERSE TO 
BOTH SADAT AND BEGIN. AVMBASSADOR VEST ADDED THAT Al'IBASSADOft 
STRAUSS WAS PLAIHllG ro RETllU TO THE AREA II DECEMBER. Ill , 
THE l'l!ANTIME, HE WAS 1..0011119 FORWARD TO MIS TAI.It WITH 
SA!ll II NEW YORK AND WllLD 8! HI.! IO 91VI Al UP•TO-OATE 
ACCOUNT ON PROGRESS II THE AUTOIOMY HGO'tlATIOIS, 

1u 
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12. C.OSING REMARKSI 
AF"!ER ALl'IOST TVO HOURS 0, COIVERS~TIOI, Tift: CROWN PRINCE 
BROUGHT THE DISCUSSION TO A CLOSE. HE NOTED THllT "llS USUAL 
I HAVE SPOKEN FRANKLY, OPEIUllG PIY HEART 0 PIY AMERICAN 
FRIENDS. I WOULD NOT WIVE DONE SO IF I HAD llOT ST ILL THE 
GlHGESf REGARD AND RESPECT P'OR PR!SIDEIT CARTE~. l 
APPRE:CIATE WHAT HE IS TRYING TO DO. Hr: lf:EDS UCOURAGEMENT 
AND REASSURANCE AMO T lllS HE HAS TIIOM ME AS A FRlEllD WHO 
FEELS THAT THE TIES BETWEEN THE TWO COUITRIES SHOULD llOT BE 
SUFFERED TO SSl.ACKEN. MY REMARKS ABOUT U.S. INACTION OF SLOV­
NESS OF' ACTION STEM F'ROl'I OUR UISHUEABLE COIVICTION THAT OUR 
SINCERE FRIEND, THE USA, IS CAPABLE OP' ITS TRADITIONAL HFECTIVE 
RESPONSE BEF'ITTJl'IG THE ESTEEl'IED U:ADER 0, THE FREE WORLD." 

lJ. THE AMBASSADOR ASSURED l'RUC!: FAHD THAT HIS REPIARKS WERE: 
WELL TAKEN, THAT PRESIDENT CARTER IS HUIS!l.P' A FRANK PERSON 
WHO BELIEVES IN LISTENING TO A WISE, THOUGH CRITICAL, FRIEND 
SOONER THAN BEING FAWNED OVER BY HYPROCRIT!S. 

14. AMBASSADOR'S coi-iMUT I 
THE CROWN PRINCE \IAS IN A TALKATIVE PIOOD AflD DlDN, Ill FACT, SE!M 
TO BE •oPENING HIS HEART• VITH All UNUSUAL DEGREE OF' FRANKNESS. 
HIS COl'll'IENTS ABOUT UE llEtD FOR u.s. ACTlOfl VIRE AS f!OillTED AD 
ANY THAT HE HAS MADE DURING OUR ASSOCIATIOI, IT IS PERHAPS OP' 
SOME SIGNIFICANCE THAT HE AllD MINISTER 0, l'[TRCLEUM YAl'IAllI HAD 
JUST COMF'LETED A A LENGKTY SISSION Wlt!I OIL l'lllllst!R SABAH OF 
KUWAIT• WE SUSPECT THAT THE SAUD I DECISlOlt TO INCRUSE OIL 
RODUCI' ION WAS THE MAJOR SUBJECT. SillCE SAUD I ARABIA HAS 
ACCOMMODATED USG ON lHISQU!STlOM1 P'AHD HAD PROBABLY BEEN 
•cHARGED UP" BY SABAH TO GET SOflt: ADDITIOllAL COllC!SSIOllS 
BFROl'I USG ON 8ULF SECURITY HD MIDEAST P'l:ACl. TH! FACT TllAT 
ALl'IOST THE SAl'IE SENTil'IEllT WAS EXPRESSED BY PRINCE ABDU\..LAH 
IN A PIEETING THE NEXT DAY (JIDDA 1977> STRE#GTHEflS OUR 
CONC1.USION THAT THIS IS TH! PRlftlT l'R!VAILillB S!llTJll!EllT 
WITHIN THE SAB HIERARCHY. 

BT 
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ar 
S E C R E T SECTIOO 01 OF 02 STA'IE 274132/0l 

E.O. 12065 GOO 10/19/85 (~, JOOEPll V.) 

TAGS: EXl, IS, PINR 

SUBJECT: INTStM 920 -OC'ltBER 19, 1979 

I.£MQJ FOR GIJl.SPIE 

PARIS Fal NICHOLAS lllJRPHY 

IXD/ISA FOR RANSQll 

art1ER ~ FOR CHm'S OF MIBSICfi 

WARNING NC1l'ICE Sl!XSlTIVE samcES AND M1!EMi8 INVOLVED 

WI' RE!.EASABIE TO FCllEIGN NA'l'!CfW.S 

(PARAClRAPllS l-5 SEClRE11'/l«lP<llN) 

l. SAUDI-50\IIET RELATIOO: tesPlTE OCCASICJW.. REPCRrs 

TO 'lllE ~.WE HAVE SEEN 00 PRESUASIVE.~ OF A 

SIGNIFICANl' WARMJW OF sovmr-sAUDI RELATICR!. SPECULATIOO 

'!HAT 'lllE SAUDIS IA'lEt..Y HAVE-AS 'lllE SOVIET PRESS Pl1l'S 

IT - "TRANSCE?IDED MERE PRCJroCOL" IN 'l'tlEIR CCMolUNICATICHl 

wrm 'IllE sovmrs S1!J!MS TO BE BASED LAMELY 00: 

(A) '.IHE ElCCHArm: OF ccmRAWLATORY ~ ~ SO'IIET 

AND SAUDI lEAIERS IN ~00 WI'IB SAUDI ARABI/c' S 

NATIOOAL DAY 00 ~ 23; AND 

(B) 'IllE FACT '!HAT 'nlE SAUDI ARABIAN AMBAS&OCfl ANO 

MILITARY A'ITACHE A'ITE>llED A RECEPl'lCN Imm:> BY 'lllE 

SOVIE!' EMBASSY IN SANA 00 SEP'1DIBER 30. 

2 • 'IllE USSR HAS ATI»!P'JE) 'ro lMPlVYE l'll!U'l'ICJIS W1'1H 
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SAUDI ARABIA SINCE THE 1973 WAR, PERCEIVING A LINK WI'IB 

RIYADH AS THE KEY TO SIMILAR TIES WITH AIL GUIF STATES. 

(THE SOVIEI'S NOW HAVE DIPLCMATIC RELATIONS ONLY WITH 

KUWAIT AMONG THE CONSERVATIVE GULF STATES. ) IT MAY ALSO 

BE RECALLED 'IHAT '!HE USSR WAS PARTICUI.ARLY ACTIVE IN 

COURTING THE SAUDIS AFTER 'IHE DEATH OF FAISAL IN 1975, 

AND IN THE WAKE OF THE SADAT PEACE INITIATIVE IN 1977. 

MOSCCM HAS INI'ENSIFIED EFFORTS SINCE THE SIGNING OF 

THE CAMP DAVID ACCORDS. 

3. IN REGARD TO THE EXCHANGE OF CONGRAWLA'roRY TELEGRAMS 

BEIWEEN BREZHNEV AND KHALID, IT IS NOI'EWORIHY 'IHAT: 

(A) THIS WAS NOr THE FIRST TrnE THE 'IWO LEADERS 

HAD EXCHANGED IBLEGRAMS; 

(B) WHILE 'IHE SOVIETS WOULD LIKE 'TO EXPLOIT '.!BE CURRENT 

SAUDi POSITION ON THE PEACE PROCESS TO IMPROVE RELATIONS 

WI'IH THE SAUDIS,'IHE SAUDI REDIME CANNOT, BECAUSE OF 

FOREIGN AND OCMESTIC CONSIDERA'l'IONS, MAKE ANY STRONG 

MOVE IN THIS DIRECTION AT THIS TIME; AND 

(C) SAUDI ARABIA ENCOURAGES SUCH RUMORS FRCM TIME TO 

TIME TO PUT PRESSURE ON THE US TO CHANGE POSITION ON 

VARIOUS QUESTIONS AND 'ID VOICE SAUDI DISSATISFACTION 

OVER SPECIFIC AMERICAN MOVES • 

4. AT '.!BE SAME TIME, REPORTS FRCM HIGH SAUDI OFFICIALS 

SUGGEST 'IHAT THE SAUDIS ARE CONCERNED THAT THE US OOES 

NOT TAKE '.!BE sovm DANGER SERIOUSLY ENOUGH. 

5. '.!BE Im'ENSIT Y OF SAUDI REMARKS ON THE SUBJECT MAKES 

CLEAR THAT THE SAUDIS ARE NOT IN FACT WARNING UP TO THE 

SOVIEI'S. INSTEAD, '.!BE SAUDI LEAIERSHIP HOPES 'TO USE SUCH 

MINIMAL GES'IURES AS ATI'ENDOO SOVIE!I' RECEPTIONS AS SCARE 

TACTICS 'ID PRCMPr '.!BE US INTO TAKING SAUDI COOPERATION 

LESS FOR GRANTED. 

6. (U) EXJYPT-US-ISRAEL SUl+UT: IN AN OCTOBER 18 

ARTICIE IN AL-AHRAM, KHALIL WAS QOOIED AS SAYING 'IHAT A 

SlMllIT MEEI'ING OF THE US, ISRAEL AND EGYPT ON THE 
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PAI.FSTINIAN ISSUE ID • AOOPT DECISIONS THAT CANtm' 

BE TAKEN AT THE CURRENl' MINIS'!ERIAL IEVEL WAS "A HIGH 

PROBABILITY. 

7. (U) ISRAELI PRISONER REI.EASE: 'lHE EilYPI'IAN PRFSS 

CARRIED REPORI'S OCTCi3ER 18 THAT ISRAEL MAY HAVE REI.EASEO 

AN UNSPECIFIED NUMBER OF ARAB PRISONERS. ™BASSY CAIRO 

<XM1ENl'ED 'lllAT 'lllE PRESS FAilJID TO P!CK UP A JERUSALEM 

RADIO REPORl' 'lliAT 'I!lE PRISONERS WERE FRa.I AL-ARISH AND 

NOR'lHERN SINAI AND HAD NOI' AOITVELY ENGAGED IN 'IBRRORIST 

ACTIVITIES. 

8. (C) US ROLE IN SINAI: EMBASSY TEL AVN REPORl'S 

'lliAT WEIZMAN IN AN OC'ImER 17 MEETING WI'!H SINAI 

SUPPORT MISSION AND EMBASSY PERSONNEL AGREED WI'lli 'lllE 

PIDPOSALS FOR VERIFICATION ACTIVITIES IN THE SINAI, 
EXCEPT FOR 'lllE USTSO PRESENCE, WHICH HE SAID COUID 
OOLY BE ONE OF LIMITED UXJisrICAL SUPPORl' ID 'IllE US. 

9. (U) SAUDI ARABIA-US ARMS ~ ID ISRAEL: AP REPOR'IS 

'!HAT SAUDI ARABIAN OIL MINISTER YAMANr CALLED FOR A BAN 

00" ALL US ARMS SALED 'JU ISRAEL «"100ER 18. YAMANI 

ADDED, HCMEVER, 'lllJ\T SAUDI ARABIA ITSEll' NEE00 US AR-IS 

AS A POO'IECTION _yciAINST COUNI'RIES WHICH SUPl'OR'l'ED ffiE 
GOAlll OF 'IHE SOVIEr UNION. 

BT 

i4132 
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f'P RUi;n!R 

llE RlmRC #Ul32/Q2 2930613 
ZNY S&lS.S ZZH 

f' 192148Z OCT 7~ 
fM SECSTA'IE WASHL'C 

'TD IN1'SUM COLU'.CTIVE PRIORITY 

rNI<'O RUEAW>/ 'mEAS\JRY DEPARIMENI' WASHOO PRIORITY 3029 
llUEKJCS/OOD/ISA WASH!X: 
llT 

; E C R E T FINAL SF.CT!ON OF 02 STA'lE 27 4132/02 

Ill. (U) KHALIL VISITS ElJROPE: RADIO CAIRO REFORTED 

KHALIL LEPI' OC'ro8ER 18 ON A 10-DAY TOOR 'IHAT WILL 

I NCLJll. .:: AUS'lfilA AND BRITAIN. 

lJ. (U) IRAQ RAISES PRICE OF OIL: ACCORDOO 'ro AP, 

11IL INDUSTRY SCX\RCES SAID 001'CflER 18 'IBAT IRAQ HAS 

HAISED 'IHE PRICE OF ITS OIL ABOOI' 10 PERCE:Nl'. IRAQ 

llLNIEVER, DID ml' RAISE 1TS PRICES ABOVE 'IllE OOLLARS 23.50 
I 'ER BARREL CE:u.ING SEIT BY OPEC IN JUNE. IRAQ RAISED 

'll!E ,PRICE OF ITS BEST-QUALITY OIL ONLY 18 CENTS 'ro 

l IJL1;J'ill 22 • 18. PER BARREL, B1Jl' INCREASED 'lHE PRICES CF 'nlE 

I a.YER QUALITY CRUDES 'IHAT rcMrNA'lE IRAQI PROllJCTicN BY 

' DOLLARS TO BE1't1EEN OOLLARS 20.65 AND DOLLARS 21.96 PER 
111\RREL. 

12. (U) GULF STA'IES-IRAN: RADIO KUWAIT REPOR.l:s THAT 

Tl IE FOREIGN MJ;Nlii"IBRS OF 'lllE SIX ARAB GlllF STA'lES 

, 'I IBLISHED A STATEMENI' OGI'OOER 18 IN WHICH '.!HEY AGREED 

,y\' THEIR CONFERENCE 'IO IlEVEIDP RELATIOOS WI'lli IRAN 

. 0 'IHE MAXIMUM. 

· l. (U) OPEC WARNING: OPEC CHAIR-IAN MANA SAID arAYBA 

N A VISIT 'IO JAPAN OC'IOaER 18 WARNED OF 'lllE RISIOO 

/\NGER OF A SUPERPOWER CONFRCW'ATION OVER OIL. mm::R 

· I PORI'ED 'IHAT arAYBA TOW PRIME MINIS'IER roKUilA 'IHAT 

1 iE DROP IN SOVIEr OIL OUTPUI' MIGHI' FORCE lC'lCC1;l TO 

. o! 1v ANCE ITS INIERESTS IN ' 'lllE MIOOLE EASr AND UPSEI' 'lllE 

1 lWER BALANCE. arAYBA ALSO LINKED JAPAN'S RECOONITION 

I· 'THE PLO wrl;li GUARANill'S FOR 'lllE SUPPLY OF OIL. 
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14. (LOO) SYRIA-US: ™8ASSY DAMASCUS OOiml AN 

IlWS'ffiATION OF SYRIA'S B:mJRCATED ATITIDIES 'KWARD 'lHE 

US WHEN ASSAD TOID A US BUSINESSMAN LASr WEEK THAT HE 

HOPED FOR CCffI'INUED COOPERATIOO BE'lWEEN 'lHE US AND SYR1:A 

" IN ALL FIEUIS, NOI' JUST PE'l'ROIEM." 'JllE EMBASSY CO o!ENrs 

THAT 'IHIS IS AN IMPORI'ANI' INDICATIOO THAT 'lHE SYRIAN 

ClOllER?f'1ENl' AT 'lHE HIGHFST lEl/ELS HOPES TO SALVAGE 

BILA'IERAL RELATIONS WI'lll 'lHE US IE3PITE DIFFERENCES IN 

MIDllT.E EAST POLICIFS. 

15. (C) RIF' AT AL-ASSAD: SYRIAN MEDIA ARE GIVING 

SUBTlE INDICATIONS '!HAT 'lHE PRESIIENT' S BROlllER, 

RIF' AT AL-ASSAD, IS STILL IN FAVOR IN SYRIA, ACCORDOO 

TO EMBASSY DAMASCUS. 00 ocro3ER 13 'lHE DAMASCUS PRESS 

PRCMINl>lTLY DISPLAYED A Hlaro'.lRAPH OF RIF'AT CHAI!lIN3 

A MEETitll OF AN EDUCATION FEIERATION. 'lHE ARTICLE 

l'IEFERRED TO HIM AS A "STAFF COLCtlEL. " 

16. (S) · SYRIA-INIERNAL: EMBASSY DAMASCUS REPORI'S THAT 

'rERRofilsT INCIDENI'S CONl'INUE TO OCCUR AL'lllOOGH 'lHE VEWE 

HAS SHIFIED LAIDELY TO SYRIA'S NOlmlERN CITIES. AIBPPO 

AND HAMA HAVE BEEN 'lHE SITES CF A NUMBER OF ASSASSINATIONS 

OllF.R 'lHE PAST 'l\tKl WEEKS, WI'IH SEVERAL OF 'lHE INCIIE1I'S 

APPARI!Nl'LY S'IlMIDn FRCM UHJ-STANDING BLOOD FElJOO. 'lHE 

EMBASSY CCM1Elfl'S THAT IN SPITE OF 'lHE FAIRLY HEAVY NUMBER 

OF INCIDENI'S OVER 'lHE PAST T..o WEEK, 'lHE DAMASCUS RIMOR 

MILL HAS NOI' BEEN PARTICULARLY ACTIVE. 'lHE EMBASSY 

ATlfilBU'lES '!HIS DEVELOffolr!Nr TO: 

(A) 'lHE FACT '!HAT INCIDENrs OOl'SIDE OF DAMASCUS, 

UNIESS OF MAJOR MAGNI'IIJIB, TEND TO ATI'RACT IB5S 

A'I'lml'IOO; AND 

(B) DAMASCENES APPEAR TO BE BECCMitll SCl<IEWHAT 

INURED TO 'lHE ALMOST DAILY ACTS OF VIOLENCE. 

17. (LOO) NORlli IEBAOON: EMBASSY BEIRJT REPORI'S 

'!HAT A LEBANESE ARllY SOORCE TOID OOR IEFENSE ATTACHE 

'lliAT TENSION HAD EASED, IN NORlH UBAN00 OC'lU3ER 18 

AND '!HAT HE EXPEamD 'lHE HOOTAGES TO BE RELEASED 

SOON. 
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18. ( C) SOO'IH llBANOO: • USUN HEPClfl'S '!HAT WEIZMAN 

IN HIS COOERSATION W!'lll SILLASVOO, Purom> PIJU. ISRAELI 

SUPPORr FOR ~ CF 'DIE ~. WEI:IJCAN A1J30 

SAID 'IHAT HE \10lID GIVE ORDS Pre HAIXlAD 'JD B'roP 'JH£ 
HARF!ASS!oEfl' OF VIIlAGmS t.IV00 lN '!HE UNlP'IL AJIBA, iAD 
BT 

14132 
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~ ESA818RAA176 

pp Rl.QtlR 

IE ill"1'IRA #7445/1 2970728 

ZNY CCCCC ZZH 

P R 240645Z cx:r 79 

PM Am!BASSY JIIDA 

'ro llll!JfC/SECSTATE WASHDC PRIORITY 7742 

INPO RO';Jo!YA/USLO RIYAm 4196 

RlQl1ll{/ AM<nlSUL rnAHRAN 3063 

IUJifiR/AMEmASSY TEHRAN 2791 

RQllI/AMEmASSY ABU OOABI 1806 

RU'l<J[VAMEmASSY lXlHA 788 

iu;i+fi'/AME>lllASSY MUSCAT 719 

ll""1AM/ AMEMBASSY MANAMA 1542 

~/AME1'1BASSY KUWAIT 4355 

RUFltAD/ll'lilll' BAGHDAD 3310 

RUr/l'C/AME>lllASSY LONl)ON 4293 

RIJFNPS/AMEMBASSY PARIS 2119 

RUFHOI/AME>lllASSY BONN 671 

RUEllKO/AMEM3ASSY TOKYO 428 

RUa!ME'/AMEMBASSY MEXICO 048 

RJESUZ/AME1'1BASSY BRAZILIA 050 

.llJElfOI'/ AME1'1BASSY arTAWA 127 

RUElll;xJ/AMEMBASSY CAIRO 3857 

~/AMEMBASSY SANA 3175 

BT 

C 0 N F I D E N T I A L SECTION 1 OF 2 JIDDA 7445 

i:tPr PLEASE PASS DEPT OF TREASURY, MRS. POUNDS 

E.O. 12065: GDS 10/23/85 (WALKER, flJ3ER'l' L.) OR-E 

TAGS: ECON, EFIN 

SUBJ: SAUDI ARABIA' 'IHIRD DEVELO™ENJ.\.PLAN (1980/81-1984/85) 

REF: JIIDA 6801 

1. ( C-ENI'IRE TEXT) • 

2. '!HE SOCIAL AND ECOM:MrC HAVOC '!HAT a.IERGED 'll!RaJGH-

OUT THE GULF AS A ~ OF FRANI'IC SPENDil'IJ ~ 

CREASES BEGINNIOO IN 1974 IED 'lllE SAUDI GOl/ERtHNl' BY 1977 

TO CURTAIL Si IARPLY THE Cl11CWn! IN ITS SPEWING, SO AS OOlH 

TO REDUCE INl·'f J\'l'ION AND TO SE!' THE SOCIETY ON A llKlRE 

SUSTAINABIB m.VELOFMENI' PA'IH. THE OOVERNl'IENI'' S EFFORTS WERE 
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::UCCFSSFUL ON BaIH COUNl'S. IESPl'm 'lHIS SUCCESS, ERUPI'ION 

'!HIS PP.Sr YEAR OF POLITICAL REACTION IN IRAN AGAINST REPID 

.'iOCIAL CHANGE HAS INCREASED AWARENESS wrrnIN SAUDI IBAIER­

SHIP CIRCLES OF 'IHE SOCIALLY IESTABLILIZING EFFECTS OF 

ECONCMIC DEVEWPMENT. 

J, AGAINST 'IHIS BACKGROUND, THE 'THIRD FIVE YEAR 

IJEVELOPMENT PLAN HAS BEEN FOR>IULATED 'ID ccm:rNUE 'IHE POLICY 

1JF LIMITED SPENDING INCREASES AND 'ID CONCENIRA'IB SPENDING 00 

:ocrALLY DESIRABLE ACTIVITIES. PRELIMINARY INDICATIONS ARE 

'!HAT OVERALL SPENDING FOR 'IHE FIVE YEAR PERIOD IS TARGE'IBD 

AT SOMEWHAT ABOVE Boo BILIJ:ON RIYALS, OR DOLS 238 BILIJ:ON 

AT THE CURRENl' EXCHANGE RATE. EVEN ASSUMIID 'IHAT 'IHISD 

AMOUNI' IS EXPRESSED IN CCMSTANT (1979) RIYALS, IT IMPLIES 

: ¥ J REAL GROWIH FOR THE NEXT FIVE Yl'ARS IN GClVERNMENI' Ol!I'LAYS 

!·f\OM 'IBIS YEAR'S ANNUAL BUDGET OF 160 BILIJ:ON RIYALS, OR 

: OLS 47 BILIJ:ON. 

11. SAUDI DEPUTY MINISTER OF PLANNIOO DR. FAISEL BASHIR 

!1·:CENTLY CHARACTERIZED 'IHE TiiIRD PLAN'S RELATIVE EMPHASIS 

: ;, 11' IN TERMS OF CONTINUITY, BU'r OF SHIFTS OF EMPHASIS. 

SAID 'IHAT 'IHE TiiIRD PLAN WOULD SHIFT AWAY 

!'fiCf.1 PHYSICAL INFRASTRUC'IURE DEVELOPMENT, WHICH HAS IN SCl'IE 

'A.SES BEEi! OVERBUILT, 'TOWARD PROOOCTIVE ENI'ERPRIZE,· PARTI­

·1JLARLY PETROCHD'IICALS, OIL REFINIID AND AGRICUL'l'URE. 

!l!E NEW PLAN WILL AL'30 PUT LESS EMPHASIS ON DEVEWPIID 'IHE KlNJOOll' S 

'!1/REE MAJOR CITIES AND WILL MAKE MORE EFFORT 'ID EXTE7'lD IE-

VELOPMENT 'II) O!Jl'LYIOO AREAS. SUCH MEASURES ARE -DESIGNED 'ID 

Bl-DRE.SS REGIONAL IMBALANCES IN WEALTii AND RATES OF DEVEWP-

'll-NI' AND 'IliEREBY 'ID RETARD 'IHE If<IFLUX OF POPULATION INTO 'IHE 

~!\JOR CITIES. BASHIR ALSO SAID 'IHAT HE FORESAW NO APPRE-

. I ABLE INCREASE IN THE NUMBER OF FOREIGN WORKERS IN SAUDI 

111\AflIA WRING 'IHE TiiIRD PLAN, Bl!I' , RA'IHER, ANTICIPATED IN-

:ENSIFIED EFFORTS 'TOWARD SOCIAL INF'RAS'IBUC'IURE DEVEWPMENT, 
·l1RTICULARLY IN TllE AREA OF VOCATIONAL TRAINIMJ. 

. NO MATTER HOW WELL EXEClJ.IED 'IHESE EFFORTS IXJRIOO 

:11E THIRD PLAN PERIOD, UNDERLYING TENSIONS CAN BE EXPECTED 

., 1 RElV/AIN. ON 'IHE ONE HAND, A CONSERVATIVE FISCAL POLICY 

. ! IEVITABLY SQUEEZE.<; TRADERS' MARGINS OF PROFIT, FOS'IERING 

1·:Hffii!FJfr, PARTTCULARLY AMQJll} SMALIER TRADERS, OF 'IHF: 
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RICHER AND M:llE PRIVIImJl!D. 00 H OlHER HAND, I'l' IECCMES 
INCREASimLY OOVIOOS WI'IH 'ml!: PASSNJE cP YFAltS mt!!' '1HE 

ECCHMIC TRANSFCRo!ATICNS 'JMWlKEI) tJPCJi IN 1974 HAVE IKWm' 

ABOOT CIJMUIATIVE AND UHl-LASTim EFFFX:TS 00 SAUDIS' 'lllADI­

TIOOAL VAW&S, AS WEIL AS 00 'lHEIR !NC<H'S, 'DIESE CCMQILY 

SHARED VAUJES HAVE ~ A MAJOR SOOHCE CF UDEI'IMACH !'UR 

'lHE l'«:'HARCHY. 

Bl' 
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XGGBKLLL 
I Ml 15RAA 175 

l'P RUQMHR 

IJE RlJQMRA #7445/2 2970745 

.'.NY CCCCC ZZH 

1 · R 2406452 OCT 79 

l·M AMEll1BASSY JIDDA 

TO RUEHC/SECSTA'.IE WASHOC' PRIORI'IY 7743 

lNF<l RlXJv!YA/USl.O RIYAOO 4197 

HUQMDH/AMCONSUL 00!\HRAN 3064 

llU~AMEMlASSY TEHRAN 2792 

R\JQMB!/AMEM3ASSY ABU UJJ\BI 1807 
HUQMJD/AMEMBASSY OOHA 789 
li\JQMM')YAMEMBASSY MUSCAT 720 

1n,QMAWAMEMBASSY MANAMA 1543 

li\JQMKW/AME?IJBASSY KUWAIT 4356 

1nJEHAD/USINT BAGHDAD 3311 

rnJDI'C/AMEMBASSY l.ONOON 4294 

HlJFNPS/AMEMBASSY PARIS 2120 

lllJFHOL/AMEmASSY BONN 672 

lll!EHKO/AMEMBASSY TOKYO 429 

l~IEHME/AMEmASSY MEXIOO 049 

HUESUZ/AMEMlASSY BRAZIUA 051 

HIJEHaI'/AMEmASSY C!PrAWA 128 

l<UEHElJ/AMEmASSY CAIRO 3858 

lnJQMNS/AMEll!ElASSY SANA 3176 

HT 

<' o N F I D E N T I A L SF.CTION 2 OF 2 JIOOA 7445 

I 11·:PI' PIEASE PASS DEPI' OF TREASURY, MRS. POUNOO 

1.. OIL REVENUE AVAILABILITY HAS TAKEN ON A In1ESTIC 

! nLITICAL SIGNIFICANCE '!HAT WIIL CCNI'INUE 'IllR(XJGf! 'If!E 'IHIRD 

l'IAN. IN 1978/79, THE REVENUE SHORWALL SERVED AS MU<l! AS 

;, PREI'EXT FOR FISCAL AUSTERITY '!RAT WAS IDI'IVA'IED BY SOCIAL 

·r JNSIDERATIONS AS A ~ FOR AUS'IBRITY IN AND OF ITSE1F. 

-<I TH PRESENr AND PROSPEC'l'IVE REVENUE INCREASES BEYOND IESIRED 
1 .xPENDrnJRE LEVELS, (OONG MAINLY 'IO OIL PRICE, Bt1!' ALSO 'IO 

I I L PROll,JGrION INCREASES) , '!HE SAUDI ClOVERtHNl' FEEIB 'ffiAT 
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IT MUST ElCERI' OONSIDERABIE EFFURl'S '10 MA.Drl'AIN SPEmOO 

CONIROI.S. com'INUED SURPWSF.S MERELY 'lBfP'1' WE RPllIME TO 

OVERSPEND, AS IN 'THE 1975-76 PER!OO, AND INVm FmmlER 

CRITICISM OF SAG OIL PRCroCTICtl IBVELS FRCM SAUDI NATICtlALISTS 

AND OlllER OPEC MEMBERS ALIKE. c:x:wcERN WI'lll 'lllFSE !XlolESTIC 

CONSIDERATICtlS MARKS A CI.EAR SHIFT OF EMPHASIS FRCJol FIVE 

YEARS AGO, WHEN 'THE SECOND FIVE YEAR PLAN WAS FOl'MJI.ATED 

ro SPEND AS MUCH OF 'THE PROSPECTIVE REVmJES AS POSS1BU!, 

SO AS 'IO BUMI' CRITICISM FRCM 'lllE ~PEC w::mD OF 'lllE 

END-1973 OIL PRICE QUJNlUPLING. 

BT 

#7445 
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