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" ()' ~nJSLIM NJ\TI()'JS I (1' nrPRESSIJl Nl\TJONS I JSJA\flC [(1lJNTR)lc;' PRFCJOnc; NATIC1'JS 
llllllNl\Tioll BY TllClSE \1HO PRloSENT YOUR ASSETS T() Afll:RJCA f~Fl:LY ,\\11I 1'x YOlJ Alff LIJ\Jl!NG A 
lll!F!OfLT LIFE; RJSF A\TI !lESJST TI!E SUPERPO\IT:RS,RECAl!Sf. IF YOlJ RESIST llll?-1, rnJ:Y 
II I LL Nm BE ABLE TO nn A:fi"IllING' " 

Hlt\M Kl!C1~IlcINJ 

'll!E FIRST QUESTION 111/\T WOUIJl PERHAPS COME INTO ONE'S MIND, AFTER JIAVING LIXJK!Jl l\T 
1rn: PRESf:NT CC1LIJ'CTION C1F DCDJ\IENTS, IS '!Hl\T, \\11Y IS Tl!l'RE SO MUCJI INFC1R\1ATION IN 'Jl!E 
·V-1l:RICAN 11'\RASSY IN THIRA"l' C1N A SMALL COUNTRY LIKE Klnl'AJT? 'll!E AVAILABILITY or so 
'fi'lll INl'OR~1ATION AT 111E DISl'OSAL OF A/.U:RJCANS WOlJ!Jl IIAVE llROUr.JIT ABOUT TilF SA\1]' 
1111snm Ir TI!E A1'!ERICA\J l",\fllASSY IN KUWAIT v.~'RE TO m: TAKI}; ovrn .. DESPITE ll!E LONC 
lllSTA\JCE BETll'JTN THE ll.S. A\Tl f..11\\'AIT, TilE SJZE C1F INFORW\TJON COLLECTED ON Tiile !AITJ:R 
1:; NITT AT ALL COMPARABLE rn WllAT CAT!!ERHl ON omrn 'JEJC1IBO\P.LS nr KlJWl\TT. ·11n1s, ONE 

1 l~IL!l PERI!APS CLAIM TI!AT TIIE U.S. EHBASSY OPERl\TORS ARE TIIE Rl:AL CONTROLLIRS C1F 
I ARHllJS COFNT'RS OF TIIE KlJWAITI SOCIETY. 

M!AT rs 11n: ROLE or so \1JINY U.S. INSTJ\LLATJONS AND CTh'TERS l!FJ\Dlll BY \'fiRIC\N 
l'IHASSIFS Tl!T'°1lr.JlOlIT TilE ll'ORJ,ll. ARE 111IY TO RJNCfTON Ac; TI!E POINT OF C0:-1'ACf BFl\\'UJ\ 
J'\•1(1 m\'J:R'MENTS' OR TIIEY ARE 'lllE FXTENTJON or ESPIC1NACE AND MILITARY ACfTVJTI ES OF 
,\11! RICA ll'TllllN HOST COUN!lUES. \11110 ARE TI!E ACTIJAL Rlfl,ERS or ll!OSE COLP.\'TRIES? 'll-IL lJ .s. 
l.WJG'JA(;]: DENS l!AVE ESTABLISHED I\ REG\JLAR, S0PHISTJCAH1l AND COSTLY COLONIAL NJ:'l1VORK 
\LL O\TEP 1HI ll'ORLD BY EXPLOITING Tl!E EXPrn TrNC:ES or 1l1E RECENT l ll\LF OC.VJURY. FOR'!FR 
I r!X1J\11Nl S AND 11 lOSE PRESENT HERE, DFMC10:SDU\TF Tl!F [XTENSTV1: ROJX OF TIIE U.S. l~IB.ASSY, 

lllHl\N, TN ·nn: \•.1!0LE REGJC1N. 
mrsr DOOM:'lTS ALSO FXPOSE 1l1E Rf:AL NA1URE or l\1JWl\JTI REGT'~:.TI!F J:X!'()SJTJO'l \11J!Cll 

J.S TIU: R!SllLT or llilW I\ '!/'<STER ( A~IERJCA) DESCRIBES A S1JBSFRVIENT PJGl'lL. Tll!Y J\LSC1 
l'lmVr 'Ill/IT !Tllll:R OF ll!E SUPFRPOM:RS, ESPECIALLY TIIE "GREAT SATA\J", HAS l1FL\J i\CTIVJLY 
I 'INSPIRING AGAJNST TI!E ISLAMIC REPUBLIC SJNCE TilF INCEPTJC1N OF TilE RFl'OLlfrTON. CLEAR 
11'illl:RSTA'.1DTNG OF 1l!E NATIJRE OF Klnl'A1TI RULERS, A'lll Tiil' DEPTil or U.S. JNHllE\JCT JN 
lll!S SMALL COUNTRY EXPLAINS TilF ANTAC.oNISTIC KlJWATTl GOVERNMENT ATrl11JllE TOll/\RDS mr 
I SLA\lJC REPUBLIC. Rm rr BEFORE TIIT: VJCTORY OF TIO' ISLA'lIC RFVOLlITION' lT RJ:RJS!ll TO 
I ·1 !<MIT 'll ll' !~WI ENTRY INTO Klm'A IT; NID PRJ'SENTLY, IT 1 S l\CTING AS A C1 IANNEL 'JllROUCll 
\\ll!CJI A JIUGE PART OF \\'El\PONRY AND EXPORTED ClMrillJTTES ARE BEING DELl\'l'llJ'Jl TO 'JllE 
1 F l'l!NAL BA' A'IHIST REGIME.Or JRl\Q. 

111Il:N TI!E GAA\JD '1ASTER ( TI!E U.S. l APPOINT!1l TIIE SfWI AS TIO' SCl\RF.-CRO\\' TN TIO: 
l'l l<STA"J G\Jl.F RJ:GTON,OPPRESSIVT Kln1'AJTI R\ll,ERS NEVER OPPOSED 111EIR IRANIAN COL".1TR­
l'\lffS WJl(1 WERE SUPPLYING JSRAEL WJ1lJ,OJL. WIIEN Tl!F ISLAl1IC REVnurrJON ll!Tu\N TO DEAL 
I I NAL llLC1\\'S ON SHAH'S REGIME, TIIE CORRUPT f..1JWAITI AMJlASSADOR TO IRl\N, 111 !0 WAS l!AVING 
•\ 111\l'PY TI"1E IN PARIS, RUSHED TO TFJ!RAN ON HJS PRIVATE PIANJ: TO EXTEND rnr FNCOURl\GJ_ 
\(; ~nssN;E OF TIIE f..1J\\'AITJ EMIR TO 1llE SIWI, l.l\TER ON, HE INFORllED lllS N·UJUCA\ MASTER 
llF '!l!E Sl!AH'S SELr-CONFillENCE. ( TIIE SAME STORY JS PERHAPS REING REPEArm FOR ·nn: 
rn I ~11 NAL SNlDi\M ON TIIESF DAYS ) . 

PERSIAN GULF ARARS WERE NOT llAPPY \•'ITil TIIF Slli\11 ACTING A~ 'TIII REGJONAL cnml\R'IE ' 
IHf 111E " ISLAND OF STABJLITY " JN 11!E SCllfl1IERN 'lEJCJ!BOlJRIIOOD nr RllSSJA' \11110! 
l'i<OVJD!Jl 'll!J'M ll'J'm A Df.NlLY PEACE IN TIIE PERSIAN GULF T>J'GlON WAS PRHf:RRABLr 11\'l:R A 
l~JP\n.AR PFGnn: \\1JC1SE C1RTECTTVF Wl\S TO Rl:VIVE fSLl\'I ANJl Tlllo JSJA\HC ' l~~l.\.' 

FC1R TIJJ: Sl\J>U' RLASC1N, PERSIAN t\JLF ARl\B RlllXRS MIO SUPERFICIALLY SUPPORT TlfF !'ALES_ 
'J lNIAN Cl\llSE AND OPPOSE TI!E OCCUPIERS OF QlJDS, CONSIDER COOPERATJON lllnl A\ll:RJCA , 
NAMELY Tl!E NtJMRER ONE SUPPORTER OF Tiil' REGIME OCOJ!'Yl\JG QlJllS, LQUALLY P~'O!ffANT AS 
COLLABORl\TINC WITil 111E DEFUNCT RLGI~1E OF Sl\All MIOSF CLOSE TIES WITI! IS!WJ, \\'l\S 
ClBVJOOS. 



AS IT IS EVIDENT IN DOCUMENT NO 11, THE KUWAITI GOVERNMENT GEl'tER,OUSLY ; 
DECLARES ITS READINESS TQ C0'1PENSATE FOR THE SHORTAGE IN IRANIAN OIL 
EXPORTS TO AMERICA, TO HAl.'E ASSISTED THE U.S. AND THE SHAH. IN DOCUMENT. 

INO 12, KUWAITI OIL ~HNI STER COMl.fENDS THE EFFORTS UNDERTAKEN BY THE SHAH 
IN BRINGING BACK PEACE AND STABilITY TO rnAN. 

IN A MEETING WITH THE U.S. ENERGY, SECRETARY, SHELEZ INGER, KUWITI OIL 
MINISTER STATES ON BEHALF OF ALL J~4ID-EAST' COUNTRIES AND IRAQ THAT THEY 
ALL HOPE FOR SHAH TO OVERCOME HIS DIFFICULTIES.THE VERY INTERESTING POINT 
IS THE COORDINATION THAT EXISTS BETWEEN ALL REACTIONARY ARAB REGIMES ON 
THE ONE SIDE, AND THE SEEMINGLY RADICAL IRAQ IN RENDERING SUPPORT TO THE 
SHAH, ON THE OTHER .. OF COURSE, KUWAITIS HAVE BEEN AWARE OF THE DEPTH OF 
IRAQUI SLOGANS, AS IN DOCUMENT NO 61 KUWAITI OIL MINISTER EXPRESSES THAT 
IT IS NOT CORRECT FOR OIL TO BE D:PLOITED AS A WEAPO~ TO FURTHER POLITIC­
AL GOALS•IN THE SAME DOCUMENT HE DESCRIBES IRAQIS AS THOSE WHO TALK A LOT 
BUT ACT VERY LITTLE. LATER THE U.S. EMBASSY OFFICIAL RECALLS THE VISIT OF 
JAPAN'S COMMERCE MINISTER TO THE AREA, WHERE THE TRADE LOVING KUWAITIS 
HAD DEMONSTRATED THEIR CONCERN OVER AMBIGUOUS JAPANESE POLICIES WITH 
REGARDS TO PALESTINE, BUT THE SO-CALLED RADICAL IRAQIS HAD ONLY DISCUSSED 
COMMERCIAL ISSTif:S WITH THE JAPANESE OFFICIAL. 

ON .DECEMBER 12,1979 OR THE FINAL DAYS OF THE PREVIOUS IRANIAN REGIME, 
SHAH DECIDES TO PURCHASE OIL FROl.1 KUWAIT, AND THE KUWAITI OIL MINISTER 
RESPONDS POSITIVELY, HE STATES THAT KUWAIT AND OTHER (PERSIAN) GULF 
COUNTRIES WILL DO ANYTHING IN EMERGENCY SITUATIONS TO SHOW THEIR SUPPORT 
FOR THE SHAH.THE GRADUALLY INCREASING WEAKNESS OF SHAH'S REGIME ,ALERTS. 
THEM AGAINST THE EXTENSION OF THE ISLAMIC REVOLUTION OF IRAN INTO OTHER 
REGJONS !lOMINATED BY AMERlCA.THEY BEGIN 'TO HAVE SECOND THOUGHTS ON THEIR 
OWN FUTURE IN A REGION WHERE ITS GENDAR.ME CAN SO EASILY COLLAPSE THEN 
THEY DECIDE TO FIGHT THE ISLAMIC REVOLUTION ON JANUARY 8 1979 THE KUWAiTI 
DEPUTY OIL MINISTER MEETS WITH HIS AMERiCAN :i:;lIENDS ANil EXPRESSES THE 
IDEA THAT KUWAIT AND SAUDI ARABIA MUST FQRGET THEIR TEit!UTORIAL DISPUTES, 
AND INSTEAD BEGIN TO CONFRONT THE ISLAMIC REVOLUTION. AT THE SAME MEETING 
HE EXPRESSES HIS SENSITIVITY WITH REGARDS TO THE SHI'ITE COMMUNITY WORK! 
NG IN THE OIL COMPANY OF KUWAIT. -

IN THEIR ANALYSIS, AMERICANS ALSO STATE THAT KUWAITIS SHARE U.S. 
CONCERN OVER THE VICTORY OF· TlJE ISLAMIC REVOLUTION. IN HIS MEETING WITH 
FRENCH FOREIGN MINISTER, THE KUWAITI EMIR E~PRESSES HIS DEEP CONCERN OVER 
THE INFILTRATION OF SHI'ITE UNREST INTO IRAQ. THIS EXPRESSION OF CONCERN 
WAS MADE AT A TIME WHEN THE ISLAMIC REPUBLIC HAD NOT YET DECLARED ITS 
EXISTENCE, AND THE ISSUE OF EXPORTING THE ISLAMIC REVOLUTION WAS STILL 
NOT BROUGHT FORTH BY THE ISLAMIC REPUBLIC OFFICIALS. THEREFORE, THESE 
HOSTILITIES WERE NOT PERPETRATED BY ISLAMIC REPUBLIC OFFICIALS' STATEMEN_ 
TS, BUT BY TH'E PERSIAN GULF STATES' ANTI-POPULAR NATURE, SOMETHING THAT 
WAS THE MAIN CHARACTERISTIC OF THE SHAH'S REGIME. THE' ONLY DIFFERENCE 
BETWEEN THEM AND THE SHAH WAS THAT THEY LACKED THE CULTURAL AND MANPOWER 
SUPPORT THE LATTER ENJOIED. 

KUWAITI RULERS BELIEVE THAT ISLAM WILL ULTIMATELY JEOPERDISE THEIR 
EXISTENCE; THEY,THEREFORE, PROVIDE IRAQ WITH FINANCIAL ASSISTANCE AND, A 
SUPPLY ROUTE, AND ASSIST THE IRANIAN ANTI-REVOLUTIONARIES,HARASS IRANIANS 
RESIDING IN KUWAIT, AND TAKE ALL POSSIBLE DIPLOMATIC ACTIONS AGAINST THE 
ISLAMIC REPUBLIC .. THEY AND THEIR IMPERIALIST MASTERS FIND THE ESTABLISHM­
ENT OF THE ISLAMIC RULE TO THE DETRIMENT OF THEIR OWN SOVREIGNTY. 
OTHER WISE, THE HEADS OF PREVIOUS IRANIAN REGIME WOULD NOT HAVE BEEN ABLE 
TO PLUNDER HUGE AMOUNTS OF IRANIAN FUNDS THROUGH KUWAITI BANKS. IN HIS 
MEETING WITH THE IRANIAN CHARGE D'AFFAIR, KUWAITI FOREIGN MINISTER DENIED 
KUWAITI PARTICIPATION IN DIRECTING PROPAGANBA AGAINEST THE ISLAMIC REPL 
BLIC, WHEREAS IN DOCUMENT NO 35, A KUWAITI OFFICIAL TELLS AN AMERICAN 
EMBASSY OFFICIAL THAT KUWAIT HAD INSTRUCTED AL-ANBA PAPER TO CRITICIZE 
IRAN. 
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OTHER THAN KUWAIT'S POSITI°ONS VIS-A-VIS THE ISLAMIC REPUBLIC, LET US 
SEE HOW THE HISTORICAL BACKGROUNDS OF KUWAIT AND THE U.S. INTERESTS IN 
THAT SMALL COUNTRY ARE DESCRIBED BY PRESENT DOCUMENTS. 

BEFOR 1946, OIL WAS UNKNOWN IN KUWAIT. ITS GOOD INHABITANTS FORMED A 
PORT SOCIETY MAINLY DEPENDENT ON FISHING AND LIMITED TRADE.SUCH A SOCIETY 
WAS OF NO INTEREST TO THE EUROPEAN A.ND AMERICAN PLUNDERERS, THEREFORE, IN 
THOSE DAYS, KUWAIT WAS IMMUNE TO FOREIGN AGGRESSION. THE DISCOVERY OF OIL 
BROUGHT ABOUT AN ACTUAL CATASTROPHE FOR THE KUWAITI NATION, BRITAIN WHICH 
WAS THE ONLY DOMINANT FOREIGN FORCE BEFORE 1961, WAS JOINED BY THE U.S. 
A.ND FRANCE IN EXPLOITING MUSLIM ASSETS IN ACCORDANCE WITH THE WORLD POLI­
TICAL CONDITIONS. 

CURRENT OIL INCOME ( $ 12.8 BILLION IN 1977 ) HAS CHANGED PRESENT DAY 
KUWAIT TO SUCH AN EXTENT THAT NO SIGN OF THE PRE-OIL-PERIOD - KUWAIT IS 
OBSERVABLE TODAY. BUT IN ORD'ER TO UNDERSTAND BETTER THE REALITY BEHIND 
tUXIRIOUS AND EXPENSIVE CARS AND MODERN BUILDINGS ONE QUESTION COMES TO 
MIND AND THAT IS IF JUST THAT'S THE PRICE OF THE BLACK GOLD EXPLbITED IN 
THAT SMALL COUNTRY. 

THE ABUNDANT RICHES OF THE KUWAITI RULERS HAVE ABSORBED AN IMMIGR.ANT 
POPULATION WHir.H COMPRISES 50% OF KUWAITI INHABITANTS AND 70% OF ITS WORK 
-FORCE. THE U.S. MILITARY, PETROLEUM AND CULTURAL ADVISORS PREPARE PLANS 
AND PROJECTS '!'HAT ARE TO BE CARRIED OUT BY IMMIGRANT ESPECIALISTS. THE 
NATIVE KUWAITIS ARE SUPPOSEDLY MANAGING 'THE SOCIETY IN BETWEEN THE ABOVE 
MENTIONED CLAss·as. BUT IF THE OIL PRODUCTION OVER LOSES ITS VIABILITY 
NEITHER THE AMERICAN ADVISORS NOR THE ASIAN WORKERS WOULD BE INTERESTED 
TO LIVE IN THE HOT AND HUMID KUWAIT. 

RELATIVE WELFARE UNDOUBTEDLY EXISTS IN KUWAIT WHICH IS PERHAPS THE 
RESULT OF THIS GOD-GIVEN FORTUNE. THERE IS A DIFFERNCE BETWEEN THE 
KUWAITI RULING PROCEDURE AND THAT OF THE SAUDIS WHICH IS POSSIBLY DUE 'l"O 
THE SMALL KUWAITI POPULATION AND ITS GEOGRAPHIC LOCATION.UNLIKE THE SAUDI 
KING, EMIR OF KUWAIT DOSE NOT CONSIDER HIMSELF THE LEADER OF ALL MUSLIMS 
THROUGHOUT THE WORLD.THE SAUDIS CLAIM THAT THEY HAVE ADOPTED QURANIC LAWS 
AS THE CONSTITUTION IN SAUDI ARABIA BUT IN KUWAIT THIS CLAIM HAS NO 
PRACTICALITY, THEREFORE BY FORMING A PARLIAMENT FOR THE PROVISION OF A 
KUWA'ITI CONSTITUTION ITS RULERS CLAIM TO BE STRIVING TO ACHEIVE DEMOCRACY 

THE IMMIGRANT POPULATION, WHO PLACE NATIVE KUWAITIS IN MINORITY, HAVE 
ALWAYS BEEN CONSIDERED AS A THREAT TO THE RULING FAMILY. TO NEUTRALIZE 
'.J'HIS THREAT., THE GOVERNMENT OF KUWAIT HAS E>.!BARKED ON SOME WELFARE ACTIV_ 
!TIES. ACCORUING TO THEM,ALL FOREIGN CITIZENS ARE TO COMPARE THEIR STATUS 
QUO WITH THEIR LIVING CON8ITION IN THEIR OWN COUNTRIES, THEREBY AVOIDING 
ANY POLITICAL MOVES THAT COULD DISRUPT THEIR PRESENT SITUATION. VARIOUS 
DOCUMENTS ARE RELATED TO THE POSSIBILITY OF POLITICAL DISRUPTIONS 
ESPECIALLY I.N THE OIL SECTOR, WHIQl. HAS ALERTED THE U.S. AND EUROPE,DUE TO 
THE ISLAMIC REVOLUTION. 
MATERIALIST U.S. AND KUWAITI ANALYSTS FINALLY PRESCRIBED BETTER LIVING 
CONDITIONS FOR PALESTINIANS AND SHI'ITE MUSLIMS AS A PREVENTIVE AGENT TO 
THE FORMATION OF ORGAN I ZED MOVEMENTS. THE MOST SURPRISING POINT IS THAT 
KUWAITI RULERS ARE FEARFUL OF l.IUSLIMS WHO HAVE COi.iE TO TllIS LAND IN ORDER 
TO ESCAPE THE OPPRESSIVE MEASURES OF THE REGIME OCCUPYING QUDS, BUT 'I'HESE 
RULERS JUSTIFY THEIR COEXISTENCE WITH THE EUROPEANS AND AMERICANS WHO 
HAVE OCCUPIED KEY GOVERNMENT POSITION IN KUWAIT. 

IF THE ENGULFING SAUDI POVERTY IS NOT EVIDENT IN KUWAIT, ONE HAS TO 
UNDERSTAUD THE SOCIAL CONDITION, AND ASK, WHETHER THE GOVERNMENT OF KUWAIT 
llAS PROVIDED THIS MEAGER WELFARE IN ORDER TO PREVENT POLITICAL, SOCIAL 
r;ROWTH AND UNDERSTANDING ? 
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OTHER THAN WELFARE PRIVILEGES, KUWAITI NEWSPAPERS AND MASS MEDIA 
BRAVELY CRITICIZE REGlONAL POLITICS ESPECIALLY THOSE RELATED TO PALESTIN_ 
JANS, PRETENDING THAT KUWAITI GOVERNMENT IS EXPLOITING ITS BOUNDLESS 
RICHES IN LIBERATING THE BELOVED QUDS. THIS IS DONE SO THAT THE KUWAITI 
RULERS' BELIEF IN THIS PRINCIPLE IS NOT QUESTIONED BY PALESTINIANS. 

THE REACTIONARY ARAB REGIMES WHO ARE AWARE OF MUSLIM ARAB SENSITIVITI_ 
ES WITH REGARDS TO PALESTINIAN CAUSE, CHANT SLOGANS AGAINST ISRAEL AND IN 
FAVOR OF PALESTINIAN SUPPORTERS (ESPECIALLY THE MODERATE FACTION). 
GOVERNMENT OF KUWAIT ALSO FOLLOWS THE SAME T,RACK, IN ORDER TO DETRACT THE 
PUBLIC KUWAITI ATTENTION FROM INTERNAL PROBLEMS AND DISSATISFACTIONS , 
THEREBY ENGAGING THEM IN RHETORICAL ARGUMENTS BROUGHT FORTH BY VARIOUS 
PAPERS SOME PRINTED IN KUWAIT, OTHERS IN EUROPEAN CAPITALS IN ARABIC. 

DOCUMENT NO 34 EXPLAINS THE CONTROL MECHANISM OF KUWAITI GOVERNMENT ON 
PRESS. ALTHOUGH THESE PAPERS CONTAIN POLITICAL VIEWS AND CRITIQUSE ESPEC_ 
IALLY ON ARAB WORLD ISSUES, THEY NEVER QUESTION THE LEGALITY OF AL"SABAH 
RULING FAMILY. DISCUSSING ARAB ISSUES THAT ARE SUBSTANTIALLY RELATED TO THE 
PALESTINIAN PROBLEM IS ANOTHER MEANS OF PREVENTING PALESTINIANS RESIDING 
IN KUWAIT FROM DEMONSTRATING THEIR DISSATISFACTION WITH REGARDS TO THE 
EXISTING SOCIAL DISCRIMINATIONS. FOLLOWING THE TREACHERY OF SADAT TO THE 
PALESTINIAN CAUSE THROUGH THE SIGNING OF CAMP DAVID ACCORDS,KUWAITI PRESS 
SUPERFICIALLY DECLARED THEIR OPPOSIT.ION TO THIS TREACHERY. THE DOCUMENT 
JUSTIFIES THIS PRESS ACTION IN THE FOLLOWING WORDS " EXPRESSLY AS A FROM 
OF ESCAPE VALVE, A WAY FOR THE LARGE PALESTINIAN COMMUNITY TO BLOW OFF 
STEAM WITH 11 IN IMUM DAMAGE DONE. 11 

THE SA\IE DOCUMENT FURTHER GOES ON THAT IF EVER A PAPER CRITICIZES AN 
INTERNAL PROBLEM IT IS CERTAINLY DONE UPON THE INSTRUCTION OF KUWAITI 
E~1IR, WHERE AS, IF A MEMBER IS UNWANTEDLY ATTACKED, EMIR WILL ORDER THE 
RAPID SUPPRESSION OF THAT PARTICULAR PAPER. 

SO FAR, IT HAS BECOME CLEAR THAT THERE IS NO DIFFERENCE BETWEEN THE 
SAUDI AUTOCRACY AND THE SO-CALLED KUWAITI DEMOCRACY, AS A MATTER OF FACT 
THEY ARE ONE AND THE SAME. 

DUE TO SPECIFIC POPULAR AND TERRITORIAL CONDITIONS AND NOT THE KUWAITI 
RULING FA\IILY • S MERCY ON THE PEOPLE, THEY HAVE SPENT PART OF THE OIL-1NCCME 
ON PUBLIC AFF/fiRS, ESTABLISHING A WIDE GAP .BETWEEN THE LEAST EXISTING 
WELFARE IN KUWAIT AND THAT OF THE DEPRIVED ARAB PENNINSULAR MASSES. 

IN OTHER WORDS THE GOVERNMENT OF KUWAIT IS TRYING TO YERPETRATE THE 
BOUNDLESS AND UNNECESSARY EXPENDITURES MADE BY AL-SABAH'S RULING FAMILY. 
FOR THE SAME .REASON THE FREE-WORLD MARKET MUST BE SUPPLIED WITH KUWAITI 
OIL AND THE KUWAITI OFFICIALS BELIEVE THIS TREND TO BE IMPOSSIBLE 
WITHOUT THE PARTICIPATION OF AMERICA AN~ HER ALLIES. THE SAME IDEA SHAPES 
OTHER KUWAITI POLICIES. 
IN THE FIELD OF FOREIGN POLICY KUWAIT TRIES TO GET ALONG WITH ALL OTHER 
COUNTRIES THAT ARE SAMEHOW CAPABLE OF DISRUPTING THE PRESENT INTERNAL 
SITUATION IN KUWAIT. DESPITE THE HISTORICAL GREED OF ALL GOVERNMENTS THAT 
CA\IE TO POWER IN IRAQ,FOR EXAMPLE, KUWAIT, SAMEllOW, TRIED TO MAKE FRIENDS 
WITH IRAQUIS. ON THE OTHER HAND,KUWAIT IS THE ONLY COUNTRY ON THE PERS JAN 
GULF COAST WHICH HAS ALLOWED RUSSIA TO HAVE AN EMBASSY THERE·, THEREBY 
ESTABLISHING DIPLOMATIC TIES WITH IT. 
~ CONCERN OVER PROGRESSIVE AND RADICAL ARAB COUNTRIES' INTENTIONS ON THE 
EXTERNAL SECURITY SIDE, AND HORROR OVER THE INTENTIONS OF PALESTINIANS 
RESIDING IN KUWAIT HAVE COMPELLED IT TO SUPPORT THE PALESTINIAN CAUSE· IN 
THIS PERSUIT KUWAITI RULERS WHO ARE AWARE OF THEIR OWN INCAPABILITY IN 
REPULSING AN,EXTENSIVE MILITARY AGGRESSION, ENDEAVOR TO HINDER SUCH 
AGGRESSIONS UNTIL A FOREIGNER CAN COME TO THEIR RESCUE. 
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INVESTMENT ON INTERNAL INDUSTRIES WHICH IS COUPLED WITH AN INFLOW OF 
FOREIGN WORK-FORCE IS DIVERTED TO INVESTMENT OF KUWAITI FUNDS IN OTHER 
COUNTRIES, ESPECIALLY U.S.A. THE REASON IS THAT BESIDE THE SHORTAGE OF 
SPECIALIZED MANPOWER, KUWAIT IS UNWILLING TO ALLOW ITS NATIVE COMMUNITY 
TO BECOME MORE AND MORE OF A MINORITY. IT MAKES ALL POLITICAL MOVES , 
MILITARY POLICIES, ARMS PURCHASES, AND ADOPTS ALL DECISIONS REGARDING THE 
TRAINING OF ITS ARMED FORCES AND THE SELECTION OF PLACES FOR INVESTMENTS, 
ALWAYS TAKING INTO CONSIDERATION AMERICAN ATTITUDES AND CONDITIONS. 
CONSEQUENTLY, KUWAIT CONNOT MOVE QUTSIDE THE JURISDICTION REGULATEtl FOR 
IT AND OTHER SUBORDINATE STATES BY AMERICA. 

A GLANCE AT THESE DOCUMENTS PROVE THAT THEY ARE NOT SHORT-TERM REPORTS 
BUT RELATED TO KUWAITI PETROLEUME ISSUES, ITS RATE OF PRODUCTION AND 
SITUATION REPORTS ON PETROLEUME INDUSTRIES,AMERICAN AND BRITISH COMPANIES 
THAT DOMINATE KUWAIT. IT IS CLEAR THAT AMERICA DESIRES THE OIL THAT 
EXISTS IN KUWAIT AND OTHER ISLAMIC COUNTRIES LIKE IT. TWO OF THE C.I.A 
DOCUMENTS DISCOVERED AT THE AMERICAN EMBASSY IN TEHRAN INCLUDE PETROLEUME 
ISSUES AND THE C.I.A CONTACTS IN THIS FIELD. 

WHEN OIL PRICES INCREASE AS A RESULT OF WORLD ECON.OMIC CONDITIONS 
PARTLY STIMULATED BY THE ISLAMIC REVOLUTION AND U.S. DOLLAR DEPRECIATES, 
GOVERNMENT OF KUWAIT IS THE LAST ONE TO ADJUST ITS PRICE OF OIL TO TlfNJI. OF 
OTHER OIL EXPORTING COUNTRIES. 

ULTIMATELY THE DEPUTY OIL MINISTER OF KUWAIT ASSURES AMERICANS WHO ARE 
DISSATISFIED WITH THE PRICE INCREASE THAT IT WILL NOT JEOPARDIZE U.S .. 
INTERESTS. THE AMERICAN MASTER WELL UNDERSTANDS THE POINT, SINCE THE 
KUWAITI OIL INCOME WILL EITHER GO TO FRIENDLY NATIONS IN THE FORM OF LOA­
NS, OR WILL BE RETURNED TO AMERICAN AND ZIONIST CAPITALISTS IN ·THE FORM 
OF INVESTMENT IN PURCHASING LAND OR WEAPONRY. 

IT IS A PITTY THAT A COUNTRY LIKE KUWAIT ENDOWED WITH ONE OF THE 
RICHEST RESOURCES, IS IN THE HANDS OF A GROUP OF CORRUPT PEOPLE WHO HAVE 
PLACED THEMSELVES :WHOLEHEARTEDLY AT THE DISPOSAL OF THE ENEMIES OF ISLAM 
1'/HILE THEY copLD SUPPORT THE OBJECTIVES OF ISLAM AND THE MUSLIMS IN 
DESTROYING INF IDLES AND ENEMIES. KUWAITI RULERS AND THEIR AMERICAN MASTERS 
ARE TRULY FEARFUL OF THE EXPANSION OF ISLAMIC MOVEMENTS, AND THIS FEAR 
WILL INCREASE BECAUSE OF THE HOSTILITY OF THE " GREAT SATAN 11 AND ITS 
ALLIES .AGAINSr ALL ISLAMIC MOVEMEN'.l:s IN THE REGION: THE CONCLUSIONS REAC­
HED BY ALL MATERIALIST AMERICAN ANALYSTS ON KUWAITI SITUATION CANNOT 
PREVENT KUWAITI PEOPLE FROM COMING UNDER THE INFLUENCE OF ISLAM. 
THE SO-CALLED DEMOCRACY IS REVIVED AND THE NATIONAL ASSEMBLY IS REESTABL_ 
!SHED IN KUWAIT EXACTLY AS A SIDE EFFECT OF THE ISLAMIC REVOLUTION OF 
IRAN. ACCORD ING TO THESE DOCUMENTS, IT IS THE U.S. WHICH IS IN NEED OF 
KUWAIT AND THE KUWAITIS,. AND IF THE KUWAITI POPULATION DECIDE THEY COULD 
EASILY THROW AMERICANS AND ALL OTHER COLONIALISTS OUT OF THEIR COUNTRX , 
BECAUSE, THE IMAM, THE LEADER OF THE OPPRESSED· NATIONS HAS SAID:" GOD HAS 
NEVER DECREED THE DOMINATION OF INFIDLES ~VER MUSLIMS. THUS MUSLIMS MUST 
NOT SURRENDER TO INFDLES DOMINATION. " 

MAY ALL ISLAMIC TERRITORIES BE LIBERATED FROM THE CLUTCHES OF THE 
EASTERN AND WESTERN WORLD-MONGERS. 

"MUSLIM STUDENTS FOLLOWING THE 11 

LINE OF THE IMAM. 

s 
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9WYI!l1'.ill'W. 

IWIQWllJUX 01 Col!Vb.ii.:>.t.1'1<* 

...... u. l"'6 

PAli'l'lCll'A.li'i'l!I QuiM Ou.r XI.rUGOU'l', ::l•oond tie1it .. t.arJ, i11111ue7 et Mait. 
.Ant.Oil II. 1itrvgH, ;;ee'4111 :;eorA417 

SUB.1¥C'rt 

CCi'lWi TOI 

Georg• 11 • .NorU,, 1,;ecicmd l>MAMq 

!fr, llL-IAGOut add t.bat. lllwa.it. vill be MkiJJc a_.. tar J.nGr.....O. oil rw-. 
U. 1a •t.\ldyin& t.119 ait.uaUoo tw \.be -nt., llDli •it ~ lrlWWwll un a it. of 
90 UD ll11111&1t.. • Ii• ahr\&u.ed oft ar~t.a ued b7 t.IMt Sbeh t.Mt. Ina llMde ~ 
t.h• re-• tor a erica.ia •-caio d•nl~t. pro,JeoY UICl bu a popU.a.Uaa 
euMding t.noH ot biN' oil procblcing •i&hbar•· ii. 11.wl IMlfait. bu it.a -
d9"l.opient. prqpo- wh1oh ll&Y• proch1011Cl tar l*.t.er r..W.t.a tA&A t.l"- et 
Iran. lk:rttover, luwait. bu ClllJ.¥ oil 'lllll1le lraa bu lllllV' et.bu r_,._ u 
vell. Iran'• buio WMkAln bu oe. it.a 1DaDil1Q' t.o v.t.il.1a• it.a ,. .. __ 

~-
Mr. '1.·l&gwt. 1a a pdAt.er wbo baa exnibit.c h1a worka a llWlber oJ.' U­
be!- ooa1.lli t.o Iran. lie ia alao dMpl.r int.wut.ecl in -no (Maaan, 
BMt.hcwm, Uld t.o •- meni llrabu) &lid in poet.rf. Ii• bu nlliiecl 1D 
~g &lld Vienna. Ue 1a at.raa&lJ t.rediUgnal,..idJld.ecl &ad l.oaU dowa oa 
~ that. oarritll'8 t.he l&"1. ot •11QC1wn• 1a t.lle field ot Aif1.• 1111 .-.. 
Ui.t.le errort. t.o e011Ceal Ilia orieat.at.1011 M>ward t.he U.\ii ('lie /.A:ra»i/ an 
~ wiUl""" ~·) ud Ilia aat.ipa~ t.ciwanl Iru (~ !or t.IMt ·~). 

GltOUP 3 
DCllGIMJ'aded at. 12~ear int..nal.9. 
llot. ~t.1.o&llJ cl eal.aNUiell. 

CONflpMIAJ. 
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JIUluary 20, 1972 

dUBJt:C'l': 

holi. ... .u.K fl, Al-AtG"qi, Kuwaiti Clla.l·ge, T.;b.run 
U.r..::Cc.1 ':l. Ucci.skill, ~'irst Secretuey of' &ibassy 

Ci<r._ .ran •. _;rui Ile;:;tuurant 

L 
2. 

;.b~ouce .;,f Ku.\1aiti .Amba.o.;:.;ucio1· f':rom 'l'cb:ru.n. 
';n•Jitlt> or E:i;:pufoicnH of I l"CU.iuu~ t'X'Ulll Iraq. 

l'(.".~ 

1-Lli· (3) 
ticL/1!10 • 

OH 
El.O.L'J 
N.<:i1/Ifu~ 

l!i>A/ARP 
hl•llaJlJ41aay KtlWAl'l 
Amu.ibnsay LO~'i 

J\lucwbusay l•.OSWil 
CRU 

. '• J!.bI.:tm~,.· ·::.i I·;u~.;.::. t:~ J1.:.,t.: • .i:.~;:~u~-£~~!:!::!~~ (&c~ound: I.rttnia.""' 
~\i.Lbi~~r-~i~'3'"I~;~:··:;o7u;arr1,e1·~id1u.1 Zu.ntlft;.rd returned tc 'l'~hri~1 
,JJout t.t:n dcy.; ,;Lo c;ince th>J GOK -- in ;-eac:tion oo Ir1111ii.n OllC'-'.l'U•l.On of 
i~uc Guli' i.,;l.J.U•AJ -·· ~1u.O nevc.:r i,iivci1 him au uppoio'lititent,, to l:'r*sent ~~l.a _ 
,, •• .,.0 .,11ti:i~. %lmdf'i.< u' s d"P<'l'ture v-ia in i·.,::;ponae. to indic~tiorw f'r= 
i.h;, GCJK +;hat- it =W:e--trll 1;.-u'.; if he t.:;•porc.l'ily re·~urned to. tWix·t.n i.nd 
u\! IJlnns to r~i~in :'~11 Te:hr~a w'it:ii. such tiuic L.s the GOK iudl{cc.tt:s ~ttJ 
r·<:acliu1:s11 \;0 rec<li ve hi~i. f Zil.lldful'd hi1JDelf told ua January 18 Ile "'."nnut 
:_..., optiLiJ.«·;;~ c" noou·~ un ec.rly return ·i;o Kiw"it &.nd cannot ~uy J';1st vn~ 
:i<: 111!.gbt gu 0c.ck. l Sl1c:rtly after Z•md:l"urd' s 1·"tw·~ ·to ~elll'an, i.~ "IJ..i 

..trmow1c:ed ill 'Gl<'<: rm:.us ti11:;0 Kui;aiti J\l.1bassatio•· to Iran Al-Sabll.h ·~d gone 
~,, Kuvait on v.:..cution -- g-lvin.;: rise ·to.wide tioecuJ.at7on that_ Al-u11.bW1 
\,c.s ol'u<:r~d oa"k to Ku·-.1~ as 11.~ot:~:::'_ u:;.gn \of th" GOK u dinp.1_eaaiue 
.1ith I;·"m-m1 lx·.tidinc:i ur1 the Gulf I~l..indi:., 

"lj J'1 .. m.ii-ry i·1 r vr.i:.cd Al-J1tc:.;,c1i, 1.bv1t hi~ An.l>:l:JUUdo1•' a wiwr~ul>out11, ua::r~ 
:·.1H~ I M.d hi.: .:..~~c. 'l.h~t, L.\:: hc::.J gunc t.o l\11W(;.ll t. 1\l-At.c~ql coo.f'i-r~1u~d A.l-~ate:.~.h ~ s 
,~b~1..~i:1c1.;, i.;;l;.~·i~.,:; h'L. i.~id ~on~ _(.0: i~1,;:. .... iit:. ~m v..:~~utiGil~ :.1: 1~~l'.;.cd .ni~' ~ b.l.t}' . 
,--.~l'..~.J.i~~ j_r i:.iJ..: cv1: h•.~(, ind<.,..CQ 1Jl .. U!,1'hJ 1~~:a hc.ui.;.. AJ.-J\tth.:t,p, in...1~ut.~(...lt thut. hi.~ 
·,1LLC!.~,s~Lior'b di:·:-;~1··i;;n.::'.? huC. no polit.icnl 3iL11i1'j.cun\!c, uo.yinl!; 't.ht>.\; nov 
:~; u t'.;<."iUJ t:L·.e to t~~··:;; lcc.\f~11 ilini.!e tilt:! ucc..'.;h:.:·1· i~ tht:. Gulf is 1Lul!h wc:>t'c 

1 J.ei:.~:urrl> ·GltJ ,, ·(.:.i.01(.: u t t.he Yr.!1..a· tfi.un t;:1e tlCi...'Gher <,1.' Tt:lu· ... u~. i\aJ~~J J~k1r1g_y 
. / i.. •• ;; j\.iJlbUr ~~ .. 001' 1 

£ ·1; ....... i}J COUl(~ }.i.._: l.'.;t)-~~Si~· t:l .. i.'d fl II J:l!;1lCJ:.UdaC ~/~t,:U"C..iCn j )'Jt: 

.irJ:.._:~ichl>;~; u~niia. -~~l~t thilJ iu ~~hi...~ ca.a<: ru1d mu.muled u:.amc.t.runt; to, tb.e 
·i\.u~ t.~1 :~:(. ·.:.~i":..c :~r .. :.::i.a11c 1mli-.:.:.l0wtund ·\;bia". lit: :i·et'Un-ed to npec~\~e 

.• (,.J J.11(.lg "C}i.0 J\_bf.•LJL,-l,l.)l" ~ill bJ f'J.'.IJ.Y .. 
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2. Endinr~:_.E:;pull!!~f I1·ani1.ma frcM Irt'd,I I asked Al•Ateeq:i, if 
he could W'i>lain why the l:.·aqi Gov-.:irr.!!lent had suddenly stopped e:i'pelling 
Iranians from Iraq. He replied that he ltOuld first like to say that 
thoae persons Yho ""l'e forced to leave lraq Wel•e not "refui:ees". They 
were, he su:lc, Iranians who er1terea Iraq ille~lly, seeking work, many 
of thtlll. without pt;i..iJlOl•l;s, entry Vi:Jiw, or wrk permits, and the Go'lf~· 
..,.ent of' I1·uq had a clec.x- right to force the.A to leave. i'he same situation 
pe:..•teins to Kuwait, he said, ':lhe1·c 111ariy Iruniano go to seok work, lllO.tt 
ot thtllll. wHhout docur11er1t$tion of' any l~ind. '.the Government of Kuv•it 
rounds these people up to.rill t11ae to tiiile, ne said, and force.a tbm 
to leave. He gave the def'inite iiapression that hia Govln'rlllleJlt neither 
upec·ta nor receives any l'1:11ction f'rQlll Iran vhen thoae de.portationa 
l'roia Kuw11 . .Lt occur. 

R.-turl:ling to vlly tL;i flood of Iruniami t\·Olil Iru.q -· whiitever one lab1::l.a 
·t.nilllll -- hnd f>Uddenly stopped, Al·/1:ioeeqi replied that "Russian intervention" 
bad brought ubout lro.q'a l'(<veraal or its policy. lie did notapecifically 
rulo out other f'act0i·::. but he made it clear that he conaidered the 
Soviet .tol~ the dOl!lirJ.!it factor by sa,ying thnt "no other country could 
llave auch ir..t'luence on thi! Iraq.i Govul•fllilent." 
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An'IEmbassy TEHRAN 
ACTION: ecON.; - INf~_oivi~x~JG ·reLEGRAM 
-- PR 0! IM5Z 'iAR 78 •. ,. --,-rTi''lT.,-i'1'·1'J.a1 !-~{J 

FM AMEM"IASSY '-'.U'.!-~IT - I-'-' -J-·...;.i.... •• • 
TO RUEHC1S'.W:ST~TE 'IASHDC PRIORITY" 0338 

INFO: INFO ~uo ·i-3 I /Ai-iE;J3.~s::;-, 1iaU DHA3I 3r64 
AMll.!_. 'RUF'HRS/P"·'.0:-'•13ASSY f1LGH:RS 0'151 

ZSN/!JSit:f :iAGHDAD 
DCML RUFHOL/A:-p,;:.1Bi:i.SSY BONN 0393 
SA __ RUFH35/A-ii::-l3ASSY BRUSSELS Cl486 
POL 'Z. RUES RS /A 'i~l-13 ,,S SY C.~RACAS 034 9 

- RUQViOD/l\t"JENB/ISSY DOHA 1749 
ECON_ RUQi1DH/A:1CO!:SUL OHAHRAN 3557 
PM_/_ RllK03TIAMEMBASSY JAKARTA 0286 
us1ti_ RUF'HGVIUS'HSSION GS~!EVA :21163 

RUQi·IRA/A:.JEMBASSY JIDDA 5351 
CONS_ RUTALS /AllEMBASSY LAGOS 0299 
ofLL RUFHLC/A!IEMBASSY LIBREVILLE l1J 153 
ADM__ RUDTC/AME~BASSY LONDON 2947 

RUQMAM/A"1EMBASSY W:dMMA 3?.37 
GSO_ RUFNPS/A:·IE!1BASSY PARIS 1857 
Bf __ RUESQI/AclEMBASSY QUITO 0169 
PER RUQMHR/Al1EMBASSY TEHRAN 4197 ·'ft 
HU- RIJEH'<OIA'l'.-".MBASSY TOKYO 0480 

~/~­
ACTIONCOPY 

fSt 1--'.3 

- RUQt.frl/AMEMBASSY TRIPOLI 1 e61 
RSO_ RUFHAU/At12M3ASSY VIENNA 0324 
MSG___ RUEHDT/USMlSSION USUN NEW YORK 11J654 
TSO_ BT 
SCRO_ • C 0 N F I D E N T l A L 

CRO_ E.o. 11552: GOS 

TCU- 1':~~; ~~~G KU~~~~' o~rE~INISTER COMMENTS ON OIL PRICES Al·ID Oi'£C 

~=o__ CO!lSULTATIVE MEETING 

MAAG_ REF; CA) ABU DHABI 11J461 1 CB> KUliAIT 0116 CNOTAL)' 

AGR..!__ 
DEA__, 
IRS_ 

TCTR_ 

• lo/ CEOC 
1-•(4 _.J OR 

,. '• CRU_[ 

"'°'-·''~ f SHla.!_ 

TABR_ 

ISFA_ 

f~· -'-j-

SU:il)IAoy l<UWAIT'S NEW OIL MINISTER, SHAIKH P.Ll KHAUFA· 
~L-SABAH·: CORROBORATES THAT OPEC CONSULTATIVE ._.MC:~CING IS BEING 
CO'-'SIDERED FOR LATE MARCH/EARLY APRIL AND SAY., I1 •• .,/1 13"" HELD IN s:i!T . ' , HZ BELIEVES THAT DF.~Lltli; 

t..- A~ . IL AtlD IN VALUE OF 001..LAR JUS!IF'Y ... ~·!·! ... 
OIL p;ucz RI S!!: AllD PLANS TO PUSH FOR THIS AT OPi:.C ~J.:-.-.llr·,. 
END SUW·lARY. 

2 IN MEF.Til't'.l FEB 2S (S~E SEPTELS) '.lllTH NEW KUUAIT1 
oiL MINISfF.~~ SHAi~H ALI KHALIF~ AL-SA3A~, A~BeS~ADOR 
IN';)U!RED A90UT PROPOSE!) OPEC CO><SULTATIV~ .• ~LT~N". ~-·F 
UHIC~ SHAi~H ALI'S P~EDECESSOR HAD M~NTIOJ~o Tu u~ ~~~ 

c; ivH' ALI SA.ID TH~T OPEC M"'.'l'ERS WERE: CO~lSI~.,_~r~." 
~~ET·I~ BUT HAD NOT fJEClDED WHETHER TO HO~D !T !11 LA· E 
MARCH OR E.~fiLY APRIL. IT WOULD PR~~AS,LY B'.: ~"~eo3:i., .. fS 
~wrllERLA~D AND WOULD BE. TO DlSCUv- ALL lrl; ~ ~~- • 
WHICH •JEnE PUT utmE;< ,T!-\E

1
-,f~f.Pf"!'.,_N-81~f/'_· 9f1 • 1 HO c. • 

•vU\;+J . .: ... J"..:..J.J..-J .. L.;;--:L..i-1 
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HE SAID, "THERE WILL BE DISCUSSION OF A PRICE RIS£. iF 
N090')Y ELSE RAISES THE SU3'JECT, I WILL .... 

J, fo\PJISTF.:i FELT IT WAS UNFAIR AtlD NOT TO THF. ULTI!'!ATE 
t.:L:.HCAM 3ENEF'IT FOR THE US TO HOLD SAUDI ARABIA AND 
IRAN TO THEIR WOR') REJAi'l'JIMG PRICE FREEZE. \JHTO:N TH£Y 

'1A'1i fHEIR COMi'1ITMEMT, HI KHALIFA .SAID, THESE T'JO 
COL.NT.HES DID NOT EXPECT THE DOLLAR TO FALL AS BADLY AS 
IT ilAD. H."'il.DI!iJ SAUDIS A~lD IRANIANS TO THEIR COM:-JITMENT 
WOl{LD tJOT BE IN u.::;. rnTERES1' FOR fOLLOWitlG THREE REA'>ONS: 
U\) BECAUSE OF TH~ OECLINE OF THE DOLLAR AND THE PRICE 
rn E':ZF., ALL OP::c cou tlTRI ES WERE "F'E~LING CBUOO El"ARY> 
Pil~CH." THIS l•JOULD LEAD TO INEVITABLE PRESSUR'.!: FOR A 
l'RICE RISE. CB) REDUCTION OF REVEMUE WOULD LIKELY 
HAVE ADV2RSE EFFECT ON THEIR FOREIGN ASSISTANCE LEVELS. 
(C> ALL INDICATIONS YE:!E THAT THE PRICE RISE WAS 
INEVITABLE AND, THEREFORE, THE LONGER IT IS DELAYED THE 
"ORE DRASTIC IT \•IOULD BE. :'IJI~ISTER SAID THE COULD ACCEPT 
THE IDEA OF FREEZING PRICE IN REAL TERMS BUT NOT IN 
NOMINAL TERMS. TO DO SO, WOULD MEREL. Y BE TO PROVIDE 
DI 51NCEMTIVE AGAINST THE DEVELOPMENT OF ALTERNATIVE 
IHERGY SOUrtCES, WHICH WAS NOT IN OIL CONSUMERS' lN'i''.::HEST •. 

4. AM3ASSADOR POINTED OUT THAT, \l'HAnVER THE LONG 
TERM ARGUMENTS, THE FREEZE IN OIL PRICES NOW WAS VERY 
IMPORTANT IN ORDC:R TO GIVE THE WORLD ECONO~Y A BREATHING 
flPf::LL. MINIST!!:R RESPONDED THAT HE WAS QUIT;;: FAMILIAR 
VIfH THESE ARGUMENTS, BUT WAS CONVINCED FROM VARIOUS 
AMERICAN STUDIES HE HAD READ, INCLIJDI~!J THOSE OF 
BROOKINGS, CITY CO::lP., CHASE AND OTHERS, THllT THE EFF'ECT 
'C»" A PRICE INCREASE ON THE WORLD ECONOMY WOULD BE MINIMAL. 
AND ACCEPTABLE. EVEN ~ITHOUT CHANGES IN MONETARY OR 
FISCAL POLICY, HE Cl.AIMED OECD ECONOMIES COULD ABSORB 
AN OIL PRICE INCREASE •• 

5. NOTHlG THAT ECONOMISTS OFTEN DISAGREE, AMBASSADOR 
EMPHASIZED THAT USG FELT STRONGLY THAT -ffiICE FREEZE 
SHOULD BE MAIITTAINED FOR THE YEAR, OF WHICH, AFT~R ALL, 
ONLY TWO MOITTHS HAD PASSED. MOREOVER, THE LARGE U.S. OIL 
IMPOOT BILL HAS HAD A NEGATIVE EFFECT ON US DOLLAR. 

6. MINISTER THEN ASKED WHETHER USG IITTEllDED TO ASK IRAN 
At--.tl SA LID I A.~ AB! TO STICK TO THE IR PR OM ISE REGARD ING 
PR ICE FREEZE EVEN IN LIGJ-IT OF THE DETERIORATION OF THE 
DCl.LAR. AMBASSADOO REPLIED THAT HE THOUGHT IT UNLIKELY 
WE WOULD CHANGE OUR POSITION IN F'AVOR OF AN OIL PR It:E 
FREEZE THROUGHOtrr 1978. HE BELIEVED SHAH WOULD STAND BY 
HIS COM'.!ITMENT TO PRES. CARTER Atll THAT THE SALOIS WOULD 
CCITTI NUE !0 SUPPORT SUCH A FR ICE FP.EEZE. M WISTER nm:o 
DISCUSS!O'I'! OF SUBJECT BY SAYING THAT, IN HIS VIEW, WHILE 
THE DOLLAR IHGHT IMFROVE SOMEWHAT BY THE SUMMER OF 1973, 
IT WOULD PROBABLY THEN DEa. INE TO ITS PRESENT LOW LEVas 
LATER IN THE YEP."1. THEREFOtiE, IT SEEMED FAIR TO SF.EK 
PRICE ADJ USTMEITT NOW. 

11 



c CJ\i FJ u3 r·.J1r I f_L 

7. <::O!'l"lENTt AS THIS AID SE,PTF.LS IND I CATE, MINISTER IS 
SINGH!G QUITE A Dil'F'~HDIT TUNE FR0~1 HIS PREDECESSOR. HE 
BELIEVES THAT A DECLINING RSAL ?RICE FOR OIL DOES NOT 
;1Et\N THr.r KU'JAIT SHOULD H:CREASE PRODUCTION AND SALES. 
HA'f;H:R, KIJWAIT SHOULD INC:~El.\SE PR ICES F.ll.EN IF TllIS MEANS 
DECREASit!'.l PRODUCTIO!!. AS FO!"/MER MIN FIN UNDEHSECP.ETARY, 
HE IS HITENSTI..Y !IITf.~EST:!:D IN THE ·FINANCIAL SIDE OF OIL 
QUESTIO:lS A~!D HAS BEE~ NMiED A ~EMBER OF A MEW GOK 
M·INiSTr.JHAL CO:·MITTF.E SET UP TO STUDY THE "DOLLAR PROBLEM," 
CONSI:;rr ::.-; OF, BESIDES OIL MINISTER, MINISTFHS OF' 
FitlAt'<::E, PL/>.mlIM'.l l.\ND COMMEHCE. HIS VIEWS, P.HP'ED BY 
CABPIST U:VEL DI SCllSSIO~·:, C'.JULD BECO:·iE TEMPERED SOME· 
WHAT BY rm: THIE OF THE LATE MA.RCWF.ARLY APRIL OPEC 
CONSUL TAT IVE !•lEET I t!3. KU'.:J fl.IT' S 2 M ILLIOM !31 D PP. OD UCT IOf.l 
GIVES IT CONSIDtRABLY LESS CLOUT THAN LAPGER SA!IDI AND 
InAIHAN ?RODUCTIOt-!S, BUT, IF' THERE IS ANY SIGN OF 
WEAJ<EMING OF EITH~ OF THESE T';IO GIMITS ON THE PR ICE 
FREEZE QUESTION, SHAIKH ALI WILL TRY TO MAKE THE MOST OF 
IT AT THE NEXT OPEC MEET I NG. 

BT 
12:51 

MAESTRONE 

12 

A.~TIUN: 

~-S 
INFO: 

AM~ 
UCM_/_ 

"'----
l'OI _.2:__ 
lCUN __ ,.,_, __ 
USIS __ 
CONS __ 

JR I 
AUM __ 

G~o __ 
er __ _ 
PlR __ _ 

A,,,Embassy TEHRAN 
INCOrvHNG TELEGRAM 

CON.E'lDENTIAL 

P !5140~Z MAR 78 
FM M1EMBASSY KUWAIT 
TO RUEHC/SECSTATE WASHDC PRIORITY 0458 
INFO RUQMB I/AM EMBASSY ABU DHABI 3805 
RUDKEBQ/AMEMBASSY BEI:N 0046 
RUFHOL/At-:rnBASSY BONN PRIORITY 0406 
RUFHBS/AMEl'BASSY BRUSSELS 0506 
RUG!i1RA/AMEi'13AS5Y ,IInllA 5388 
RUDTC/Al'IEMBASSY LONDON PRIORITY 2969' 
RUFNPS/M1n1BASSY PAP.IS PRIORITY 1874 
nuc:MHR/AMEM3'.SSY TEHRAN 4228 
RUEHY.0/MlEMBASSY TOKYO PRIORITY 0490 
RUEATRS/DEPT OF TREASURY 
BT 
C 0 N F I D E N T I A L KUWAIT 1549 

CONTROL NO. "'()(7 I 

RSO. __ LIMDIS 
MSG __ _ 

TSO 
SCRO __ 

CHO 
CIU __ _ 

11.P 

UllQ___ 
MllAG __ _ 

Ali fl__ 

DLA___ 

IHS 
ICTA __ _ 

~AA 

TU 
CHU __ _ 

Slll[L__ 

TllBR __ 

ISfA __ 

,.J ~>(' 

US EEC 
ACTION COPY 

E.O. 11652: XGDS-1 
TAGS: EFI II, KU 
SUBJ: GOK SUSPENDS PURCHASE OF FOREIGN CURRENCIES ~ .i 
REF: KUWAIT 1388 CNOTAL) 11; 
!. AT MARCH 14 RECEPTIO~ IN HONOR OF RETIRING COMMERCIAL / u-~ 
BAllK CHAIRMAN CAT WHICH GUEST LIST VALUED IN MULTl-MILLloNS), ~ 
AMBASSADOR HAD OPPORTUNITY FOR VERY BRIEtEXCHANGE WITH 
KHALID ABU SA'UD·, AMIR' l'INANCIAL ADVISOR. ABU SA'UD J' l/ 
CPLEASE PROTECT>' ItlFORMED HI;1 THAT GOVERlli'IENT HAD ISSUED ~1t,,·~ '1 

INSTRUCTIONS TO ITS AGEMTS THAT SAME DAY NOT TO BUY FOREIGN ("' / 1' 
CURRENCIES WITH KUWAITI-HELD DOLLARS AND TO HOLD .t" 
PRESE!:T INVESTMENT POSH'IONS. AMBASSADOR EXPRESSED ~rv 
APPRECIATION FOR THIS EXAMPLE OF KUWAITI COOPERATION. 

2. COMME!lTING ON PRESENT DOLLAR RATE OF EXCHANGE, 
ABU SA'UD FELT THAT THE ADDITIONAL $2 BILLION CON TOP OF 
PREVIOUS $2 BILLION) FROM US-GF.RMAN SWAP AS RECEtlTL Y 
AGnEED BY US AND FRG WILL BE INSUFFICIENT TO PROP UP DOLLAR 
UNDER PRESENT CONDITIONS. HE BILLIEVED THAT AMOUNTS UP 
TO $10 BILLION WOULD BE NEEDED TO STABll.lZE THE DOLLAR AT 
THIS TIME. 

MAESTRO NE 

CONFIDENTIA'L 
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• 

.'!.~TJlh: 

!:...rt\•{ 
INcO: AM+ ow __ 
SA __ 

POL.-2:_ 
ECON __ 

Pt.1_1_ 

us1LL 
CONSJ 
Ofl_L-
ADM_ 
GSO __ 
llf ___ 

PER __ 

HU_ 
RSO __ 

MSQ.._ 
TSO __ 

SCRO __ 
CRO __ 

TCU--
Ml' ___ 

DACL-
MAAG __ 

AGR__ 

DEi\__ 

AmEmbcssy TEH~AN 
iNCOi\!m\!G TELEGRAM 

.£_ 2-1? 

CONJHOL NO. S"I Pd' 
• ~.....-~ .;:·-~' .... , !' 

R 050 FA5Z APR 7 8 1 
... : '· . " \, " 

FM t1'.lENBASSf KU::! A 1t 
TO RllEHC'/ SECSTATE \llASHDC 620 
INFO RUTAI,l/ A~lEMBASSY AB!DJAN 0~16 
RUQ~~BJ/AMEc'\lW3$Y A9U OH!\BI 3836 
RUFITT~AME'".LIASSY ALGIERS 0769 
RUQMKll/ M1EM8ASSY AMMAN 2541' 
ZEW USIN'f BAGI-DAD 
ZEW MlE'.MBASSY BEIRUT 
R UFHOL/ AMEl1BASSY BO~lN 0413 
R UFHBSI AMEMBASSY l3R USSEL S 0522 
RUEHEG.'AMEMBASSY CAIRO 1821 
RUES'RG/AMEMBASSY CA."!ACAS 0357 
RUTADR/AMEMBASSY DAKAR 0019 
RUQMDMI AMEMBASSY DAMASCUS 1162 
RUQMOO/ AMEMBASSY DOHA 1798 
RUFHGV/ AME1'1BASSY GEtlEVA lilt 71 
R USBG;O/ AMEMBASSY ISLAMABAD 0187 
RUQMRA/ AMEMBASSY JIDDA 5434 
RUQl1l:W MJEMBASSY KHARTOUM 0493 
RUDTCI AllEMBASSY LOl>DON 2985 
RUQMMT/AMEMBASSY MUSCAT 1402 
RUQMNJ/AMEMBASSY NAIROBI 0148 
RUSBAF/ AMEMBASSY NEV DEL 11I 0322 
R UEIDT/ USM ISSI ON USUN NEW Y~ K 0676 
R UFNPSI AMF.:MBASSY PAR IS 1885 
RIDKBT/ AMEMBASSY RABAT 04911 
R UFlR CY A14EMBASSY ROME 0425 
RUQ!HWAMEMBASSY TEHRAN 4249 
RUEHICCY AMEMBASSY TO!CYO 0493 
R UQHT JI AH EMBASSY TR I POL I 111187 
RUDKl<R/ AMEMBASSY TUNIS 05 73 
RUEATRSIDEPT OF TREASlRY 
BT 
C 0 N F I D E. N T I A L 

~:;.' .: .~~.·,, j ,_f\ ·:~ 
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K\J\llAIT 199111 

AP~ OS 197$ 

IRS__ DEPT F~ NEA 

TCTR__ USEEC 
CEOC_ 
CEOR USOElll 
CRU ,-

E.O. 116521 ms smfLL TAGSt EFIN, KU, OPEN 

TABR__ SUBJ• KINAIT FmEIBN ASSISTANCE, 1962-1977 

ISFA__ 1 SUMMARYI Im'ERNAL K1NAIT FIMA"ICE MINISTRY REPORT INDICATES 
THAT . SINCE lNDEPEt-DENCE (1961 Atl> TlflOUGKl' 1977, KUWAIT 
HAS GIVEN TOTAL OF s 6.2 BILL ION lN AID ($2.5 BILLION IN GRANTS, 
$2 BILLION IN LOANS Al>D $1.7 BILLION THROUGH MULTILATERA~NT 
INSTITUTIONS• KINAIT cOm'R I9UTF.O AN AVERAGE OF 9.4 PF.RC-. 

tl(fl.( OF ITS GNP IN AID DURING 1970:19770 ~ROUGHLY S!l,00r.t PEH 

{r-" r{. ~\"" ~ ~, ·~. T2 F: ~:1 T ~ l~ Li 

14 

/ 
_:::··1 .r:-2 ' :: ,' t I 

J .) : .. , 

;) KLrU1ITI ov1:.'( Tl!IS P::ilI'~. P,Cl r::1r n.n-THmDs (~') 9 BILLIOtD 
OUT .. OF ~o:r~~ 01c~4.5 ,,~ Li'J'J lt) B•U,Tti'/,L LOAIJS A-110 GllMlTS !JAS 
orv~·l a;.L/u,tJ 1974 A',.J b?'l L'1JCHES LIP\Jl\RD TRrnn IN ASSISTANCE 
SI:~cz l~i°/ . .l OIL·F,":IC:·. ,:,·,c. ~" ... hs.:: I:i LOA'<S TO l~O"l-ARAB 
COUNIR IES ffi01 35 PE~crnr OF TOTAL LOANS rn 1975. TO 4's.5 
Prnc,':tif IN 1977 H!')Tc:·.n::.; Bil0.''li:1w:.s OF' l{IJVAITI AID TO NOD· 
ARAB 

1
.
1C"lLD. r.r:?C;:?T D1; .. r: ::or I:''.L !DE ns1_::i1::s FC;J "DSPOSITS' 

MADE \/lfH LDC CE ffRAL 0(1i!:(S llll!CH /~lE UtiLIKELY TO BE WITH-
DRA'NN, A'-D NAY rmr I•IL:LUDE £7D0 ~1ILLION CONTRI!3lffION TO GULF 
OOGANIZATION FOR THE D£VELOP1'«Errr OF EGYPT CGO!lFJ. HENCE 
FIGIJilES CI'fED M?E~ IF ANYTHING, CO!lSE.~VAT IVE, A"ID SHOULD BE 
CONsrn~ED MINIMUM E~fl!lATE or- KUWAITI FOREIGN ASSISTANCE. 
END SU!1MARY. 

2. ECON CHIF:r RECENTLY OBTAINED WTERNAL KUWAIT FINANCE 
MINISTRY STUDY, DATED FEB. 15, 1978, WHICH PROVIDES EXTS'ISIVE 
STATISTICS ON .~LL KU1IAITI ASSISTANCE F'ROi! YEAR AF1'ER I'IDEPENDENC£ 
WHEN SUCH AID BEGAIN <1962) THROUGH DEC. 31, 1977. DETAILS, 
AND COPY OF llEPmT, WILL FOLL01J BY AIRGRAM. SIGNIFICANT 
INFffiMATION PROVIDED BY STUDY IS AS·FOLLO'#S. 

3. TOTAL ASSISTANCE ffiOVIDED: SINCE 1962 KUWAIT HAS PROVIDED 
TO LDC' S APPROXIMATELY $2 BILLION IN LOANS AND $2.5 BILLION 
IN GRANTS. IT HAS COl•ITRIBITTED $1,7 BILLION TO MULTILAHRAL 
AID INSTITUTIONS, FOR A TOTAL OF $6.2 BILLION IN FOREIGN 
ASSISTANCE. MOST OF THIS ($5.45 BILLIO~ WAS GIVEN IN THE 
PERIOD 1970-1977. 

4. AID TO GNP RATIO. TOTAL KtM.4IT GNP FOR THE PER !OD 1970 
THROUGH 1977 IS ESTIMATED TO BE $58.3 BILLION. THE $5.45 
BILLION IN AID CITED ABOVE MEANS Kll',AIT, ON THE AVERAGE, 
COHTRIBUTED 9.4 PERCENT OF ITS GNP IN AID DURING THE PERIOD 
1970 THROUGH 1977. SINCE THE AID FIGURE DOES NOT INCl.1.DE 
LARGE "DEPOSITS" MADE WITH LDC CEITTRAL BANKS WIHCH ARE 
UNLIKELY TO BE RETURNED, THE ACTUAL AID F'IGlJlE, AND AID 
AS A PERCENTAGE OF' GNP, IS PROBABLY HIGHER. 

5. PER CAPITA AID: THE TOTAL OF' KIIwAil NATIONALS AT THE END 
OF 1977 WAS ABOUT HALF A MILLION, LEADING TO A ROUGH FIGURE 
OF $11,000 IN AID GIV£N PER KUWAITI OVtR 1972J• 1977

0 
SINCE 

KUWAITI POPULATION INCREASED BY 6 PERCENT ANNUALLY OVER THE 
PERIOD l'.:)70-1977,-THE PER CAPITA AID F'IGURE IS IN FACT HIGHER. 
FOR CY 1977, TOTAL LOANS AND GRANTSIN AID AMOUNTED TO 7.50 
MILLION, CR$ J,503 IN AID ~!VEN PER KlP~AITL THIS "1GURE 
DOES NOT INCLUDE ASSIST!INCE THRQlJGH MULTILATERAL INSTITUflONS, 
WHICH B~OUGHr TOTAL ASSISTANCE IN 1977 TO WELL OVER $1 BILLION, 
OR WEl.L OVER 2 ,000 PE.H. CAPITA IN AID. 
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6. EXHAUSTIDU RESOUJ-:CE.STJ:i: FI:·:ANCE 1111-!ISTRY STUDY RIGHTLY 
POINTS OUT THr,T KUl!AIT' s AlD r::; !:<ASED ON DfPl.ETlON OF THE 
EXHAUST!DLE "SSGU:iCE O~l \·.'fllCH ;a.:<JAIT'J r:co::ol'IY IS SAS'ED, OIL. 
HENCE 1'1-E COUI:!P.Y' 3 .•.rn Df-:i<lr; :iS G'~El\TETl 'f'!Ml Ti'.,H FOFI DSV':L0P£D 
COIJNBIES ~ll!OSE '.:COt'0 1~lES ARE LARGELY BASED ON RENEWABLE RESOURCES 
AND ECONOHIC ACTIVITY. 

7. TRENDS. BECAUSE CO~ltlU BU'f!ONS TO MUL TILAHRl\L INSTITUTIOMS 
ARE NOT BROKEN DOWN BY YEAR IN THE STUDY, PRECISE FIGURES ON 
TRENDS IN /\Ill PER YEA1' l1PE NOT llVllIU\8LF, HO>IEVF:R THE FACT 
THAT nm-THIRDS (~~.9 l31LLIO:n OF THE TOTAL OF $11.5 BILLION IN 
LOANS AND GRANTS SINCE 1962 WEHE GI VEN IN THE PERIOD 1974-1977 
IS INDICATIV':": OF AN UPWARD nmm IN ASSISTANCE SINCE THE 1973 
OIL, !'RICE RISE. THE MODERATE INCREASE IN ANNUAL GRANTS AND 
LOA~ FRO~ 5656 MILLION IN 1975 TO $750 MILLION IH 1977 PROBABLY 
UNDERSTATES THE TREND, SINCE KUWAITI CONTRIBUTIONS TO MULTILATERAL 
AID FACILTIES HAVE INCREASED IN THE LAST 2·3 YEARS. 

B. MORE AID TO NON-AR AB COUNTRIES • OF TOT AL LOA NS A ND 
GRANTS GIVF.N IN THE PERIO~ 1962 THROUGH 1977, THE REPORT 
INDICATES THAT 87.9 PERCENT. WENT TO ARAB COUNTRIES, 4.5 PERCENT 
TO AFRICAN COUNTRIES, ,qND 7. 6 PEP.CENT TO "OTHER" <HOSTLY 
ASIAN> COUNTRIES. GRANTS CONT'INUE TO GO ALMOST ENTIR£LY C98.B 
PERCENT IN 1977> TO ARAB COUNTRIES. LOANS, HOWEVER, HAVE 
INCREASl~~LY GONE TO NON-AP.AB COUNTRIES (48.5 PERCENT IN 1977 
COMPARED TO 35 PERCENT IN 1975>. 

9. COMMENT. IN ITS TABLE ON "KUWAIT SUBSCRIPTION TO THE 
CAPITAL OF INTERNATIONAi. AND REGIOUAL INSTITUTIONS", REtORT 
MAKES NOT MENTION OF $7el~ MILLION KUWAIT CONTRIBUTION TO THE 
GULF ORGANIZATION FOR THE DEVELOPMENT OF EGYPT -<GODE>. THIS, 
AND FACT THAT NO FIGUHES ARE GIVEN FOR "DEPOSITS" WITH LDC 
CENTRAL BANKS WHICH ARE UNLIKELY TO BE WITHDRAWN, LEADS. US TO 
THE CONCLUSION THAT FIGURES OF FINANCE MINISTRY REPORT ON 
KUWAIT FOREIGN ASSISTANCE ARE, IF ANYTHING, QUITE CONSERVATIVE 
AND SHOULD BF. CONSIDERED A MHIIMUl4 ESTIMATE. OF KUWAIT FOREIGN 
ASSISTANCE FOR THE PERIOD 1962 THROUGH 1977. 

MAESTRO NE 
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ICA_ 
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lllt_l_ 
AOM __ 
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HU __ 
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CRU 
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R 07 ll 04Z HAY 7s· 
FM l\l'IE1·3ASSY KUVAllZ CO~FIDENTtl-' L ~···:; -~ !";"'-· 
TO RUEHC/SECSTATE ttASHDC S89 ' 
INr;'O IWQMSI IAME111ASSY ABU DHABI 39116 
Rt!FHRS/Atlt.:f.!BASSY ALGIERS 787 
fll!!i:llCR/AME!'!BA£lSY BANJUI 01 , l"J1_,,r-
RUF.HCR/Mll!:MBASSY BRIDGETOWN 03 • . :7 T ..:J 
RUESJSIAME~!BASSY CARACAS 364 , · , ;. "' 
l?UMJGM/MIE~:BASSY COLOMBO 74 ""'' -' 
RUQMDJ/At-lE~3ASSY DJIBOUTI 36 \.. .\ ; ·..I 
P.t!QMOD/ANl!M'dASSY DOHA 1850 \.;'""·. 
l!UEHCR//,Mjl·iBASSY GAB ORONE 04 
RUESGTIM:l!l<!SASSY GIJ!\'fEMAl.A 85 
RUSBl.X/AXElfilASSY KABUL 99 
RUMJHTIAMEM3#;!'lSY KATHMANDU 43 
RUQ.MJ<M/AMEMBAS~ KHARTOUM 513 
RUHJKL/AMEPBASSY KUALA LUMPUR 28 
RUQMAH/AME~~ASSY MANA~A 3220 
RUTAMA/AMEl'BASSY MONROVIA 19 
RUEHCR/AMEM9ASSY NASSAU 06 
RUSDAtlAMEMBASSY NEW DELHI 3.30 
RUFHYK/AMEMB11ssy NOUAKCHOTT 84 
RCEHCR/M1E~"3 ASSY PAR AMAR 18 002 
RUF~PR/ANEMBASSY PORT AU PRINCE 13 
Rl•Qt!NS/AMEMBASSY SANA 965 
P.UF.SSD/AMEt'.BASSY SANTO DOMINOO 115 
RUl.'llTI/M1EM8ASSY TP.IPOLI 1112 
P.l,i'-!!'lfffl IA XE~lB ASSY TEHRAt1 43 I 6 
flU7.llDT/USMISSION USUN NEW YOTIK 69S 
RU(1MMT /AXEXBASSY NUSCAT 1443 
TlUt:HMTIAMCONSUL MONTREAL 2" 
ftUrJMRA/AHEriBASSYSJI ODA 5513 
FUDTC/MIEMSASSY LONDON 3025 
~¥FNPS/AMEMBASSY PARIS 1904 

c 0 H F l D E N T I A 'L 
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Co N' F' JD El~ :r1 AL 
HAVH)J Hi-\NDLED ON BEHALF. 0 F THE GOVERNMEMT WHILE MINISTER 
(Jj." HlTE!iIOT~ nmrn liIJ:,c~nm r:";cIDE.tns lilVOLVIl~G l\U~!t\IT. 
I DREW HIS ATTENTION TO THE THREE HIJAKKING CONVENTIONS 
Alm TO 'iHE FACT THATKUl.IAITHAD Ot~LY SIGtiED THE HAGUE 
CONVENTION SO FAR. SHAIKH SA• AD WAS A\tARE OF THE FACT 
nlAT KU\JAITHADSIG NED. otlE CONVENTION BUT \IAS UNCLEAR AS 
TO WHICH ONE AND TO THE STATUS OF THE OTHERS. I TOL.DHIM 
IT WAS NY UNDERSTANDING THAT THE FOREIGN MINISTRY WAS 
?;:SPARED TO RECOMM£MD THE SIGNIN3 AND RATIFICATION OF THE 
niREE CONVENTIONS TO THE COUNCIL OF MINISTERS, EUT IT 
WAS AWAITING THE RESOLUTIO~ OF' CERTAIN 1'ECHNICALI TI ES 
INVOLVED IN THIS PROCESS. . 

3. CONTINUlt-n MY PREEENTATION t I POIMTEDTO THE 
HlPORTANL:E OF ALL STATES RATIFYING THI::SE CONVENTIONS IN 
ORDER TO HELP REDUCE ACTS OF UNLAWFUL INTERFERrncE WITH 
INTERNATIONAL CIVIL AVIATION. I MADE REFERENCETO THE UNGA 
RESOLUTION 32/8 AND TO THE FACT THAT THE US, UK AND FRA~CE 
WERE ASKED BY OTH~R SIGNATORIES TO RAISE THIS ~ATTER WITH 
KUUi\IT AND SEVEHAL OTllER Nt.TIONS. I NOTC:O THAT 'fHE 
BRITISH Ml3ASSADOR HAD MET '1.1ITH FOREIGN MitJISTRY UNDER­
SF.CRETARY RASHID AW-HASH ID ON MAY 2 ON THIS SUB.JECT. I 
OBSERVED THAT, WHILE INITIALLY THERE HAD BEEN H'..'.:LUCTMJCE 
TO SIGN THESE CONVENTIONS BECAUSE OF THE FEEL! t;G THAT THEY 
WERE ANTI-PALESTINIAN IN NATURE, I BELIEVED THAT THIS WAS 
NO LONHHA PROBLEM SINCE IT WAS CLEAR THAT THESE 
CONVENTIONS HAD A WIDER 08JEKTIVE. IN FACT, PLO LEADER 
Y;iSSER AHAFAT HAD HIMSELF, ON A NUi-lBER OF OCCASIONS, 
CONDEMNED HIJAKKING. I ALSO REMINDED SHAIKH SA.AD THAT 
KUWAIT'S MAJOR NEIGHBORS, IRAN AND SAUDI ARABIA, HAD BOTH 
SIGNED AND RATIFIED 1\LL THREE CONVENTIONS AND THOUGHT THAT 
THERE SHOULD BE t-iO REASON WHY KU\:IAIT COULD NOT ALSO DO SO. 
IT WAS MY HWRESSI0N THAT THE OTHER GULF STATES, \1HICH HAD 
K2ITHER SIGHED NOR RATIFIEDTllESECONVE1HIONS, WEHE 
P!?OBABLY WAITING TO SEE lriHAT KU\tlAUT WOULD DO ltl THIS 
RESPECT. 

4. THE PH!i1E MINISTER MADE NO SUBSTANTIVE COMMENT ABOUT 
1'HE M,HT2Rt BUZ DE1iOtJSTRr1TED INT£HZST CUf?Il•3 MY 
Pi?ESEMTt.TION. HE Sf.ID TH11T 11.:: \JOULD D!3CUSS nn:> M:)TTER 
WllH TTE FOREIGN MIN1ST£fl THE FOLLO'J!tlS DAY <ON ~IHICH THE 
COUNCIL OF tJIIJISTEl:S MEETING ';!:~.s ~1LSO ~.;cHt::DULF.D TO Tt.KE 
PL.4CD. HOPEFULLY THIS SUBJKCT \JILL BE INTRODUCED It~TO Th~~ 
CvUNCIL'S DELIBERATIONS. 

5, THITlnITISH AMi3AS%DOH INFOE1F.:D US T1l.C..TIE!Df.C1SECREL\?Y 
R~SHID AL-RASHID HAD INDICATED GOK SUP?UHT FOR lHE Al~ Cf 

18 

1,: ::E c.o;;·,:.:wnoi:s, !.iU'f IJOTED rn::: CO!!N~C'fION IJITH THE 
~~-:v:~rirlI1\;,~3 .. l'JE"!1:~~'·i'.~D ABOVE. THE BRITISH ANBASGAOOR 
..J l :;·.S..-.~D .. ~H1\I' THE:s~. GONVli:NTiuMS WERE DIRECTED /\8AINST 
L~.~ESSN~~s FdOM ANY QUARTER AND HAD NO POLITICAL MOTIV 
T!Oil. HE SU3GESTED THAT COUNT!?IES LIKE KU· IT A• 
lH''.IR INT:::Rt·l,\TIONAL HESPONSIBILITIES SERI~aSLY W~&gl.HO TOOK 
GI VE A LEAD TO OTHERS. ' ' 

~ THE EMBASSY WILL CONTINUE TO F'OLLOWTHIS MATTER 
AND vlOULD APPRECIATE BEHIG INFORMED OF' ANY PROGRE"S MADE 
As THE RESULT or RrPREsEFTATIONS To OTHER couNTRIEs so 
lliAT THESE EXMIPLES COULD BE USED AS NECESSARY TO ' 
ENCOURAGE KUIJAI T ACTION IN THIS RESPECT. 

MAES TRONE 
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Nffi<W\I ESA"972 ~"1 A956 
RR RU fl'IHR 
01: RUt:lMKW 4217 2070730 
ZNYSCCCCC ZZH 

fj~ 
IG.llJ(1a~~ 

CONFIDENTIAL 

R 260541Z JUL 18 
Flo! AME~:3ASSY KUW1UT 
TO RUEflC/SECSTtiH: 11ASHDC 1491 
INFO ~u0:-3I/MiE'~3ASSY ABU DHA3I 4039 
RUrnAIYM1£t'3ASSY A:i'.1AN 2659 
RUEH:::GIA'.1EM3ASSY CAIRO 1983 
RUQh10D/AMEM3ASSY DOHA 1952 
RU(!1RA/M!EMi3ASSY JIDDA 5646 
RUDTC/A;JEM3ASSY LONDON 3101 
RUg.!Mf/A~IE'13ASSY MUSCAT 1521 
RIJC!'IAM/Al1E~BA55Y MANAMA 3412 
RUgHS/MlEM3ASSY SANA 1024 
RUQ'IHR/AMEl'BASSY TEHRAN 4398 
RUQMYA/USLO RIYADH !89 

...., ... ~' 010!3G2 
ACTION 
POL3 

•ZEN/usrnr BAGHDAD POUCH 

INFO 
AMB 
00. 
ICA 
PM 
CRUZ 

BT 
C 0 N F I D E N T I A L KUWAIT 4217 

E,O, 115521 GOS 
TAGS: PEPR, ENRG, KU, YE, YS 
SUBJECT: ARAB LEAGUE ftBOYCOTT" OF ?DRY: OIL SUPPLIES 

REFI CA> KUWAIT 4193 CNOTAL>, CB> KUWAIT 405S NOT AL 

l DURING CALL O~ IUWAIT OIL MINISTER SHAIKH ALI KHALIFA 
AL-SABAH JULY 25. CHA'!GE A'?D ECON CHIEF ASKED HIM WHETHER 
l{J\;'AIT HAD cur OFF OIL SuPPLIES TO ADEN PURSUANT TO 

~ 
7j 

THE JULY 2 ARAB LEAGUE FOREIGN MINISTERS' DECISION TO FREEZE 
RELATIOts WITH PDRY • 

2, Ml NI STER E}(PLAINEO SITUATION AS FOLLOWS: FOR SOME TIME 
PRIOR TO A'!AB LEAGUE MEETING, KUWAIT AND IRAQ HAD USED ADEN 
R>'FINERY FOR SOME OF THEIR CRUD!!:, WITH RESULTING PRODUCTS 
BtI NG SOLD TO YAR • CPDRY NEVER OW NED EITHER THLS CRUDE 0~ 
ITS PRODUCT.> THE O~LY ADVANTAGE TO PD'!Y WAS TH~T KU'NAIT S 
PROCESSH:G OIL THrnE RAISED THE PERCENTAGE Of R!'.FIHE~Y 
CAPACITY BEI~ USED, THEREBY LOWERING COSTS FOR PDRY S 
ADE~I REFIMERY. ARRArnEMENT WAS IN FACT LUCRATIVE FOR 
1<UWAIT MIMISTER EXPLAINED, SINCE NORTH YEMENI MARKET WAS 
A G 000, ONE AND REF! NI~ CRUDE IN ADEN cur TRANSPORT COSTS, 
~n.tlCH WEP.E HIGHER FOR PRODUCTS THAN FOR CRUDE. _"URTHER 
TWIST Wt\S THAT !~.JlilAIT MARKETED PRODUCTS PRODUC~.D FROM 
ADEN REFINERY ON THE BASIS OF OIL IRAQ HAD AGREED TO -SUPPLY 
THERE UNDER A' SWAP ARRANGEM£NT IN W HIGH IR Ml, WAS COMPENSATED 
BY PROVISION OF REF'INED PRODUCTS FRO'.'! KUWAIT S SHUAIBA 
REFINERY TO IRAQ. 

3 ALI KHALIFA SAID THAT, SHICE THE A'lA8 LEAGUE COUNCIL 
D~CISION, V.UWAIT HAD ftCONGEALED" ITS CRUDE SUPPLY RELATIONSHIP 
·~ITH ADEn, PENDING FUPTHER RtVIEW, THIS MEANT THAT .KUWAIT IS 
rl> L01'¥3ER SUPPLYING OIL TO THE ADEN REF~NERY A~D 15 SHIP.PING 
REFINED PRODUCTS F'ROt·I ITS SHU~.I3A REFI~''-RY. IN KUWAIT , 
DIRECTLY TO THE YAR AT A HIGHER COST TO KU#AIT, MINISTERS 
UNDERSTANDING IS THAT IF!AQ HAS ALSO SUSPENDED USE OF ADEN 
REFINERY FOR IRAQI CRUDE, 

BT 
4217 

SUTHERLAND 

CONFIDENTIAL 
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KE VV ESA795~11Ml4 
RR RU GI'lHR 

I Aue 78 I z 3& .. 
'011167 

DE RUQ~KW 4328/1 21.31230 
Z~N CCCCC ZZH 
R 'iil 1145Z AUG 78 
fM .4MEMBASSY ~<UWAIT 
TO RUEHC/SECSTATE UASHDC 152.3 
INFO RUe"lBI/A!l'~"~SASSY l\Btl DHABI 
RUEHA"1/AME:lli3ASSY AMMAN 2664 
Z~M/USI NT BAG HD AD 
RU EHEG /AME~Efl.SSY CAIRO 1929 
RUQMOD/AMEMBASSY DOHA 195 5 
RUeMR A/AME:1BASSY JIDDA 5652 
RU ll'1 KM /At1Et13 ASSY KHARTOUM 5.37 
RtJDTC/A~lEMBASSY LONDON 31213 
RU!J'lAM/Al•lEMBASSY l'IANAc•lA 3417 
RU'11MT/AMEl'13ASSY MUSCAT 1525 
RUQ\1YA/USLO RIH.DH J191 
RUQMNS/AMEMBASSY SANA 1326 
RUQ!·lHR/AMEMBASSY TEHRAN 4405 
BT 
C 0 N F I D E N T I A L SECTION 

E.O, 11652: GDS 

4044 

1 OF 2 KUWAIT 4328 

TAGS: EAID, YS, PDRY 
SUBJ: NUANCED ·cut-oFF· IN ARAB AID TO SOUTH YEMEN 

ACTION: 
ECONS 

INFO: 
AMB 
DCM 
POL3 
PM 
OR 
ICA 
ADM 
CRU2 Rl2 

REF': CA> JULY 13, 1978 ECONOMIC I NTELLIOENCE WEEKLY REVIEW, 
CB> KUWAIT 4217 CNOTAL>, CC) KUWAIT 4193 CNOTAL>, CD> KU\l{AIT 
4058 CNPTAL>. 

I. SU:-!"IARY. DESPITE JULY 2 ARAB LEAGUE "BOYCOTT" OF SOUTH YEMEN, 
ALLEGED CUTOF'F IN AID BY !<UWAIT AND KUWAIT-BASED INSTITUTIONS 
TO PDRY HAS ONLY BEEN PARTIAL, KUWAIT'S CENTRAL BANK TELLS US 
THAT THERE HAS BEEN NO INTERR'UPTION OF BANKING RELATIONS lilITH 
ADEN. THE l«JWAIT-BASED ARAB FUND IS NOT ACTIVELY CONSIDERING 
ANY NEiii ASSISTANCE TO PDRY, BUT THIS IS 'DUE TO A GENERAL 
SLOW-DOWN OF t.CTIVITY, NOT BECAUSE OF ANY ACTION AGAINST PDRY 
PER SE. KUWAIT FUND SOURCES DO NOT BELIEVE PAY-OUTS WILL BE 
STOPPED 0 tl EXISTING LOANS TO PDRY, AND IT MAY 5 E SOME TIME 
BEFORE FUND HAS TO CONSIDER ~EW LOANS TO PDRY. ONLY SPECIFIC HALT 
l N AID TO ?DRY WE COULD FI ND \./AS cur IN KUWAITI EDUCATION AND 
HEALTH ASSISTANCE FROM AP?ROXIMATELY $9 MILLION TO SJ.5 MILLION 
rDR FY 1979. CALL BY PD~Y'S FINMlCE !'lINISTER ON KUWAIT'S AMIR 
JULY 321 INDICATES AT A MINIMLir1 THAT ECONQMIC/FINANCIAI. 
01 SCUSSI OMS BETWEEN THE TWO COUNTRIES CONTHIUE. 
rn> SUMMARY. 

C 0 NF I D E N T I A L 
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2. ARTICLE IN REF A, "SOUTH YE'.'lEN: CUTOFF IN ARAB AID," WHILE 
HIGHLY USEFUL Acm APPRECIATED, GIVES I'.-lPRESSION THAT CUTOFF' 
IN ARAB AID TO P!JRY HAS BEN M0'1E DRASTIC THEN WE BELIEVE HAS 
BEEN THE CASE AS FAR AS l(U'.~AIT IS CONCERNED, STATUS OF AID EITHER 
PROVIDED BY KUWAIT OR THROUGH KUWAIT-BASED INTER-ARA3 AID 
It'OTITUTIONS SH'CE JULY 2 ARA3 LEAGUE RESOLUTION "FREEZING" 
RELATIONS WITH PDRY IS AS FOLLO~S. 

3, EMIGRANT REMITTANCES TO PDRY. ARTICLE STATES THAT "SAUDIS 
ARE MDVII£ IN CONCERT WITH KUl:JAIT AND THE UAE TO BLOCK 
TRANSFER TO WORKER REMITTANCES TO SOUTH YEMEN," WHICH 
"AMOUNTED TO ONE FOURTH OF SOUTH YEMEN'S GNP IN 1976," IF 
CUTOFF WAS IN FORCE HERE, FIRST ORGANIZATION TO KNOW WOULD 
BE KU•,1AIT'S CENTRAL BANK. QUERIED BY US ON SUBJECT Jl.!LY 26, 
CENTRAL BANK'S K:lOWLEDGEABLE DEPUTY GOVERNOR EXPRESSED SURPRISE, 
SAYI t£ THAT HE KNE!~ OF NO STOPPAGE OF ANY KI ND IN BANK 
RELATIOS 1.'/ITH ADEN. AS FAR AS HE WAS CONCERNED, TRANSFERS, 
TELEXES, ETC. WITH ADEN WERE ON A "BUSINESS AS USUAL BASIS." 

4. ARAB FU~!D AID TO SOUTH YEMEN. ARHCLE TERMS KUWAIT-BASED 
MAB FUND FOR ECONOMIC AND S:::lCIAL DEVELOPMENT AS "LARGE 
CONTRIBUTOR" OF ASSISTANCE TO PDRY, SINCE ITS ESTABLISHMFNT, 
ARAB FUND HAS APPROVED LOANS TOT ALLI NG APPROX! MATELY $26 
MILLION <7.1 MILLION KUWAIT DINARS --KD> TO FINANCE TWO PROJECTS 
IN SOUTH YEMEN -- $14,3 MILLION (Oq 3,95 :HLLION KD> FOR ADEN 
PORT REHABILITATIOtl AND $11.7 MILLION <OR 3,2 MILLION KD> FOR 
FISH PROCESSING FACILITIES IN MUKALLA. EARLIER THIS YEAR FUND 
WAS COMSIDERING F'INANCIMG TWO ADDITIONAL PROJECTS, APPROXIMATELY 
$37 MILLION C 10 ~1ILLION '<D> FOR ELECTRICITY GP!ERATION IN 
THE WADI. HADRAMAWT AND $6,6 MILLION (1,8 MILLION KD) FOR 
~RICULTURAL DEVELOPMENT IN WADI TURBAN. SENIOR ARAB FUND 
OFFICIAL TOLD ECON CHIEF JULY 26 THAT DESPITE JULY 2 ARAB 
LEAGUE DECISION, PAYMENTS FOR THE TWO ALREADY APPROVED 
ffiOJECTS CONTIMUE; .IN FACT, SOME PAYMENTS ON ONE WEilE MADE 
ONLY A FEW DAYS AGO. HE COMMENTED THAT, GIVEN THE FACT THAT 
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NNNNYY ISB037KWA618 
Ill! RUQl1Hi 
D>: liUQHKW #4328/2 2131259 
%.NT CCCCC ZZH 
R ~lll45Z AUG 78 
)'M AHEMUSST KUWAIT 
Tu RUEHC/SICSTATE WASHDC 1524 
IN.-0 RUQ11BI/AME1111ASST ABU DHABI U45 
kU~HAl1/AHi11iASSY AMMAN 2665 
kU~HBG/A111HiASSY CAIRO 1g~0 
UN/USINT BAGHDAD 
l~~MOD/AHIMJASSY DOHA 1g57 
IU~MiA/AMEHBASSY JIDDA 5653 
RUQM[t1/AHJ:l1iASST KHARTOUM 536 
IUDTC/AHIMllASST LONDON 3104 
IUQHAl1/Al1111BASST MANAH.l ~18 
IUQMl1T/AHEl1JASST MUSCAT 1526 
IUQHIA/USLO RIYADH 192 
IUQMNS/AHiMBASST SANA 1027 
IU\flllii/AHIMJASSY TIHRAN 4406 
n 
C 0 N 1 I D I N T I A L SICTION 2 OF 2 KUWAIT 4328 

ALL AiAB COUNTiIIS Ail MIMBERS OF TH! ARAB FUND, IT WOULD 
I~ DlflICULT TO OBTAIN THIIR AGRllHINT TO STOP PATMINTS JOi 
PKOJICTS ALilADT APPROYID. CONSIDERATION or THI TWO ADDITION4L 
PKOJICTS IS SUSPINDED, NOT BECAUSI OF ANT SPICIFIC POLICY 
ACAUIST SOUTH !lHIN, iUT BECAUSE ALL Hilt COMMITMENTS-BT THE 
AKAH JUND ARE IN SUSP:LNSI AND riv ARI LIIEL! TO Bl APPIOYID llJORI 
CONSIDIJU.TION OF !N INjRl.lSI or TB~ JUND'S C1PlTAL 1T·Tll 
M~lT ANNUAL MilTING IN APiIL, ~97g. 

o. lUWAITI ASSISTANCE. DiilCT GOY~iNMENT or IUWAIT ASSISTANCJ 
tu SOU'fH TIMIN IS CH!NNILID THROUGH TWO ORGANIZATIONS THI 
&UwAIT lUHD lOR ARAi iCONOl1IC DEVILOPHINT ~101 "!JOR PIOJICT&) 
AND Tji GENIRAL AUTHORITY FOR TRI SOUTI !ND THI ARABIAN GULJ ' 
( ru11 HlJHANITAiIAN ASSISUNCI, .. J>X1INID AS ASSISTANCI IN 'fU 
(ONSTIUC'lION AND OPERATION 01 SCHOOLS !ND iOSPlt~LS.) 

(A) 11.IWAIT FUND. SITUATION ilGAiDING KUWAIT FUND 4SSIST!NCJ 
IN HURIY, SINCI 1~62 IUWAIT 1UND HAS APPIOYID LOANS TO SOUTH 
Tl'~i;N TOTALLING APPROIIMATELT $43 MILLION (11.7:5 MILLION ID), 
~~ST ilCiNT WAS APPROlIHATELT $10 MILLION (2,? MILLION ID) 
roll MUIALLA FISHliIES PROJECT, SIGNED NOVEMBER 22 1976 IN 
CONJUNCTION WITH THE ARAB FUND. THEii IS ONLY ONJ

0
IUWA1T JUND 

tkOJECT FOR SOUTH IiHIN PRESENTLY UNDIR CONSIDIRATION 
&tPMOllt1ATILY $~ MILLION (2.5 MILLION ID) FOi PAlTIAL'1INANCING 
''rn .AN AIRPORT AT RI TAN• LONG TIME JUND OUICIAL (BIMSIL1 A NORTK 
TLM&Nl) DIALING WITH YiHIN HATTERS TOLD US THAT FUND'S 
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DEALittG$ WITB BO!H TIHINI TOOl l GllAT"DIAL or TIHI AND THAT 
PROCISS LllDlttG TO llNlL N~W PiOJICT APPROVAL WAS YllY SLOW. 
!HIS llilNG 'fBI CASI, !Bili WAS NOT IYIN A NilD 101 ANT 10RH1L 
· 1RllZI ON CONSIDiilTION 01 NIW PROJICTS NOW, AND Bl lNIW 
01 NONI. AS JOB. JUSTING HOJICTS, Bl JILT Tlll'f I! WOULD H 
DIFrtCUL'f '!O HOP "'DISllUISIHIN'f 01 JUNDS ALllAD'f LONG COHHITTID 
UND!I SIGllJ> LOAM lGlllHIN'fS. 

(i) GINIB.AL AU'fBORI'ff 101 Tll SOUTH AND ARABIAN GULJ. TBIIS 
KUWAITI OIGANllA'fION WAS SIT UP I~ 1963 TO CBANNIL lSSlS'fANCI 
TO BAllAIN, 'fll 'fllN SIPA14TI IHIRATIS 01 WBAT IS NOW Tll 
UNITID 1111 IHIIATJS, OHAN AND 'fll TWO YIHINS. !Bl Ull WAS 
DIOPPID JlOH 'fll LIST UPON ITS INDIPINDINCi AND AID TO 
SOUTBllN SUDAN WAS ADDID IN 1973. OYIR PAST TIT TIARS. 
THI AVllOIITJ US BUDGHID ANNUALLY ROUGHLY $9 HIL:{,ION (2 .t 
t1ILLIGll·1D) Joa ASSISTANCI TO SOU'fll UMIN. 01 THIS, ABOUT $7,5 
HILJ.101. (2 HU-LION IDJ' PD llll WIH JOa BUILDING or SCHOOLS 
AND IOSP~UL:I AND $1.5 MILLION (•Ull,ollH lJ>) 101 THI PAYHINt or 
SlLAlllS 01 181 TIACBJIS, 19 DOCOTOllS AND HISCILLANIOUS 
!ICHllCilNS, INGINi~IS AND ADHINISTiA'fOIS IN SOUTllRN TIHIN. 
(!II lV~OlI'fT l'\lINTAlNS A SHALL 011ICI IN ADIN.) BICASI or 
!Bl JULI 2 Alli LIAGUI DIClSlON, TBI AUfBORlTY'S DillCTOR 
TOLD US, 'fll USUAL iOUGBLT·$7.5 MILLION JOI CONSTIUCTIO N IAJ 
BEIN DI01PJD llOH TBl'IUJ)Gl'f IOI JISClL 19~ (JULY 1, 1978 
JUNI H, 19'1i). IOWl:YD, 'fll $1.5 HlLLlOH 101 'flACBliS, 
l>OC!OIS, AND ADHINISfll'fIYI OlJIBIAD WILL C2NTINUI,. lS·fBl~ 
COMIS UMDll TIJ ·llCIJfION JOI IUHANITAllAI· 11$ISf1NCI 
DICllll QIOll JI flll GOfllllHINf OJ lUWAl'f. 

6. 111$1 llPOl'fS 'fJU'f PDIY IINANCI HINISTEI, JADIL HUBSIN 
UDULJ,AI, CAI.LID ON IUUI'f'S 11111 JULI ~ AND LiJ'f lUWAlf JOI 
LIBYA JUt.J ~1• WI ASSUHI tlAf ii US ASUNG JOI ASSISUNCI. 

v. COHHll!a AS DIPAl'ft11N'f IS lWARJ, GOYllNHINT or lUWAIT llS 
IOI tU.Mt· JIARS AIGUID 'flA'f THI CAilOT WOULD JI.HOii IJJIC'flfl 
!BU TU StlU Ill W:UNIH lDllT BlCl 'fO HUI AIUISH AND 
110DiUtlON. AS A llSULt 01 .. tll .JULY 2. AIU LIAGUJ DJCIUOll 
!GUNS' 1111, l'f JUS HOYID AWAY HOH !Bl CAllQ'f, JU! ONLl 
GO'f'lll .18 Ill 1S TH !VIG. WI DOUJt 'flit GOl'VOULD 1111 GO SO 
JAi AS ILOClING BANI 'flANSlllS fO 1DIN, SINCI A C1RDill1L POLlCf 
roa 1111 MllCHAN' cnt-HUI IAS lLWAts HIN RIJ·HOY1111Nt or 
Cllltlli·USO AND.OUT 01 !Bl COVN!lt, KHstlONI 
H .. ~. 

S.ll.11 U Sn 
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s.o. 11652: 
TAGS: 

llJBJE;CT: 

ACTION: 

POL-3 

AMII 
DCM 
P/M 
OR 

CRU-2 

Mt•Jt .. 

ACTION: SECSTATE WASHDC 

INF01 AMEMBASSY AMMAN 
AMEMBASSY ANKARA 
AMEMBASSY ISLAMABAD 
AMEMBASSY·JIDDA 
AMEMJIASSY KUWAIT 
AMEMBASSY LONDON 
AMBMBASSY PAJUS 

CONFIDENTIAL TEHRAN 

LIMDIS 

09.000 

E.O. 116521 GOS 

TAGS1 PEPR, IR, KU 

SUBJECTi IRAN-KUWAIT JIELATlONS 

1, THJ DEAN OF 'l'HE LOCAL DIPLOMATiC CORPS lS A SHEii 

NASR AL-JABER, A BRIGHT YOUNG l<UWAITI PRINCELIN.~, 'l'BB 

NEPHEW OF BOTH THE EMIR AND rHE PRIME MINISTER OF IUTllAIT 

LIKE ALL GOOD KUWAITIS HE CELEBRA'J:'ED THE END 011' RAM~ 

BY LEAVING TEHRAN AND HUOING FOR Ti!REB m;EKS. IN PARill. 

2 • I WNf THEREFORE SOMEWHAT STARTLED TO RECEIW A 

TELEPHONE CALL FROM HIM THB EVENINq 011' SEPT ~·' SA?I"G 

HE WAS IN TOWN •.INCOGN.ITO• AND THAT lfE. WANTED TO SEB ME, 

I 

C ..... NP'ICA1'11Hit ... l'a0¥C0:"•• 

CONFIDENTIAL 
CLAattPICATION 
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E.O. 116SZ: 
TAGS: 

SUBJECT: 

ACTION: 

POL-3 

A.MB 
DCM 
P/M 
OR 

CRU-2 

AMEMBASSY '.l'EI! N 

ACTION: SECSTATE WASHDC 

INFO: AMEMBASSY AMMAN 
AMEMBASSY ANKARA 
Al-IEMBASSY ISLAMABAD 
AMEMBASSY JIDDA 
AMEMBASSY KUWAIT 
AMEMBASSY LONDON 
AMEMBASSY PARIS 

CONFIDENTIAL TEHRAN 

LIMDIS 

E ,0, ·11652: GOS 

TAGS: PEPR, !~, K~ 

09000 

SUBJECT: IRAN-KUWAIT RELATIONS 

1. THE DEAN OF 'J.'HE LOCAL DIPLOMATIC CORPS IS A SHEIK 

NASR AL-JABER, A BRIGHT YOUNG KUWAITI PRINCELING, THE 

NEPHEW OF BOTH THE EMIR·AND THE PRIME MINISTER OF KUWAIT. 

LIKE ALL GOOD KUWAITIS, HE CELEBRATED THE END OF ~ZAN 

llY LEAVING TEHRAN AND HEAPING FOR THREE WEEKS IN PARIS. 

2. I WAS THEREFORE SQl.IEWHAT STARTLED TO RECEIVE A 

TELEPHONE CALL FROM HIM THE EVENING OF SEPT 18, SAYING 

HE WAS IN TOWN ".INCOGNITO" AND THAT HE WANTED TO SEE ME. 

1 

AMB:WHSullivan:m 

CONFIDENTIAL 
C:L.•SSIFICATION 
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OPTIONAL FORM 152(.\I 
lform.1rty FS--4131H1) 

J•n1,.1•rv 1os/G 
Dept. u1 $l.l•10 

CO'..lFIDENl'IAL 

'. B :Jn 1J 

015632 
~NNNVV ESB009BRA690 
00 RUQMRR 
rr RUEHC #4100 3010027 
rnr ccccc ZZH 
o 272252Z OCT 78 
r~ SFCSTATE WASBDC 
TO AMEMBASSY TEHRAN IMMEDIATE 7630 
HT 
C 0 N F I D E N T I A L STATE 274100 

FOR UNDER SECRETARY'S PARTY (EDWARD MORSE) 

E.0. 11652: GDS 

TAGS: EFIN, KU, US. 

~UBJECT: COOPER VISIT TO KUwAIT; U.S. TAX TREATMENT OF 
EU~AIT DIRECT INVESTMENT 

REf: ST~TE 266288 

I. KUWAITI OFFICIALS MAY RAISE WITH UNDER SECRETARY COOPER 
!~SUE OF PROPOSED IRS REG1LATIONS CONCERNING TAXATION OF 
t !lCOt:E OF FOREIGN GOVERNMENTS FROM INVESTMENT IN UNITED 
~TAT~S. FOLLOWING IS BACKGROUND AND TALKING OINTS, WHICH 
AMtMBASSY KUWAIT MAY WISH TO SUPPLEMENT, 

~ IRS HAS PROPOSED NEW REGULATIONS UNDER SECTION892 OF 
INTERNAL REVENUE CODE. UNDER SECRETARY'S PARTY (MORS") 
l'AS COPY OF PROPOSED REGULATIONS AND SECTION 892. IN 
'llMMARY, SECTIO~ 892 EXfi1PTS FROM TAXATION INCOME OF 
'"·riREIGN GOVERNMEf!TS" FROM STOCKS, BONDS, BANK DEPOSITS 

OR FROM ANY OTHER SOURCE WITHIN THE UNITED STATES." 
1·1<0POSED IRS REGULATION IN~'ERPRETS '!'EIS EXEMPTION TO APPLY 
0•1;,y TO "PASSIVE" INCOME (INTEREST OR DIVI"-'D INCOME) OR 
INCOME FROM CERTAIN GOVERNMENTALLY-ORiiNTED ACTIVITIES 
1:·uce AS TOUR OF A NATIONAL BALLET COMPANY). INCOME FROM 
•~GAGING IN A TRADE OR BUSINESS IN reE U.S., E.G. OWNERSHIP 
ol' A HOTEL, OFFICE BUILDING, OR REAL ESTATE LEASES WOULD 
~[ TAXABLE TO FOiEIGN GOVERNMENT OR ANY OF ITS AGENCIES OR 
:;URDIVIS IONS. 

OVER THE PAST 13 YEARS KUWAITI GOVERNMENT HAS INVESTED 
!N CONSIDERABLE REAL ESTATE INTERESTS IN THE U.S., ACTING 
IN PART THROUGH CHASE MANHATTAN BANK AS AGENT OR BROKER. 
IPPARE~TLY ASSUMING SECTION 892 EXEMPTION APPLIED TO 
r~fSE INVESTMENTS, KUWAITIS MAT NOT HAVE FILED INCOME TAX 
~FTUR~S. KUWAITIS TP.US FACE POTENTIAL TAX LIABILITY 
;oING BACK THIRTEEN YEARS, IF REGULATION IS FINALLY PRO-
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MULGATED AS PROPOSEi• WE DO NOT KNOW AMOUNT OF INVEST­
MENT OR TAX LIABILITY IN QUESTION. 

4. AS EVIDENT IN REFTEL, AND AS EMBASSY !UWAIT MAY 
ELABORATE, UTWAITIS ARE CONCERNED GENERALLY BY THE RE­
DUCTION IN RETURN ON INVESTMENT AND PARTICULARLY BY POTEN­
TIAL APPLICATION or THE PROPOSED REGOLATIONS TO INCOME 
FROM PAST YEARS. CHASE AND ITS LAWYERS HAVE ARGUED TO 
DEPUTY SECRETARY CARSWELL AND TO IRS, AND PRESUMABLY TOLD 
KUWAITIS, THAT SECTION",,, ON ITS FACE, COULD REASONABLY 
BE INTERPRETED TO EXEMPT KUWAITI GOVERNMENT FROM TAX ON 
THE INCOME IN QUESTION. A, SUGGESTED REl'T!:L, KUWAITIS MAI 
BELIEVE USG HAS SOME ANTI-KUWAIT POLITICAL MOTIVATIOtl IN 
PROPOSING REGULATION AT THIS TIME (-BIS IS NOT RPT NOT THE 
CASE). 

5. IF KUWAITIS RAISE THIS ISSUE, YOU MAY WISH TO DRAW ON 
ABOVE BACKGROUND AND THE FOLLOWING POINTS. MOTIVATION 
FOR PROPOSAL WAS IN FACT DESIRE TO CLARIFY APPLICATION or 
892 WITH RESPECT TO ALL FOREIGN GOVERNMENTS. "(r.Y.I. • 
INTENT GENERALLY WAS TO DISTINGUISH BETWEEN COMMERCIAL 
AND "GOVERNMENTAL" TYPES or INVESTMENT) TREASURY HAS 
PROVIDED OPPORTUNITY FOR WRITTEN COMMENTS (INCLUDING THOSE 
or CHASE MANHATTAN BANK). WE UNDERSTAND TREASURY INTENDS 
TO HOLD PUBLIC HEARillGS IN JANUARY ON THE PROPOSED REGU­
LATION. REGULATION WOULD NOT BE PROMULGATED IN FINAL 
FORM BEFORE THEN. FnRTHERMORE, TREASURY IS AWARE OF 
KUWAIT'S SPECIAL CONCERNS, INCLUDING PROBLEM APPLICATION 
TO LAST YEARS INCOME. FQR THIS REASON WE UNDERSTAND 
SECRETARY BLUMENTHAL INT:E!NDS TO BRING TREASURY'S DEPUTY 
ASSISTANT SECRETARY FOR TAX POLICY (EMIL SUNDLE) WITH 
HIM ON NOVEMBER VISIT TO KUWAIT. 

6. DAVID ROCKEFELLER CALLED ON ASSISTANT SECRETARY KATZ 
CONCERNING THIS ISSUE. ROCKEFELLER POINTED OUT POTENTIAL 
HARM TO BOP AND TO u.s.-OPIC RELATIONS Ii THIS REGULATION 
IMPLEMENTED. YANCE 
BT 
#4100 
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''LLOWING Rj!t:;f.T i'"ii!IT 6?~;> ACTIQN S.i.~STH!: l'd'O Ailtl l/iiHI Am 
; .,All.A BAGllliAll BRJJ;isus CARACB D.l:IAaitAli ilOiiA Jl!JDA Lio.GOS lON:.JOtiW 2 
M~NAMA MUSCAT PARIS TOKYO NOV 61 

.LO~i C 0 N 1 I D 1 N T I A L !O,AlT 6~32 

•:.o. 116521 Gris 
1 •,~s: i:NRG, rn, rn, Op<;C 
~U1IJ1 lllWU'!' CONT..::BU1'ION TO MH!.-U.i' 01 IR.11.l•IAN S.HO!tl'l'ALL 

DOU~liUL FOK THE PRISrNT 

£fl (A) LONDON 16024 (NOTAL), (8) IUWAIT 5W~? (~0TlL) 

l. Si!MH!RT. ·:,)'l'AL . UiiATT f10Dll(;tl')t. (lNClli.Dll.G as ,:;_A:u: ;,~· 
: -.CDUCTION i''.{l.11 zo .. ;; PA1"I'rIC1.;:!i ··'I'm SAUDI Alt.1.LIA) I~ N•)'.t 
:'1NNI:4C AT 2.1 MILLIOt. ~;,~. iO:N IF co;: 'iU.~'J;i) TC., HIS COl.:U 

' 11' 1!t INCH! /l5rn TO MIJCll ilOh l''UN 2.:J tlIL!IOi4 F/!J ilUCUllSJ!: 
1~· NiCESSARY lrlOlti-OVl:!IS 11~1 1C!I lli!.l.L NOl' BEG!lll U~:TJJ. 10!7& Al•!J 

11 gam 

'ILL T!H P£11IuD \i}' HA'RS. cur.1· PlL co. i(EP!' liELlO.'H IH1~'. -
' .iAIT, SAL>M AdA.dlA A~ll Uh l'.H~ ?A.Cl! u•;:•l.i.S1ANDih~ NOi '.::Ci 
·~•SIDER l~C~~aSE IN PRODIJCi!ON IN Ri5?0N3E !O I~A~Jj~ S~ORTiALL 
,~p AT L~AST ~Eii 0i TWO, JH~h SITUA?ION SROULt i~CCKE CLFAa.a. 
· '. D SllMHA!tf, 

·• AFT!il StNDINi: ;;.;·y B, :H Coi.CK!:D VH'l! Cl'ilCl,.LS QJ,' Tllf ()IL 
•lfnSTl:lY At:D l'lii i:l'.'iUI OIL CO''"'AIH ('.1C), oUWAl'r'S Uitl#LST 
.lL l'RODUCF!i, AS li:'LL AS GULi OIL COMPAi~T REl'S, JNC!.UD!NG 
1!SITING S~NIOH V.f. 1Di ~lil~t!NG. R~SULTS OF lNQUlRI~S IUD 
l>lSCUSSIONS P.Lli!RDING i'OSSUILI'!'T 07 rnwuT INCRUS!t>G ITS 
~!:ODllCTION TO COMl'.t.NSATi PARTULl! FOi IRANIAN SIWRTULL FOl.LO.t. 

'· CAPACITY. ~oc Iii:l' .-~EN. MANACJU! lN CHAR~E or OPi:RA"l'IO'-:i 
(IROTiCT) TOID US l\OV. 2 Tll1T AL?dOUv!! l\'OC IUD i'1D PHllS 
l :. EARLY 71l'S 'IO i::.s~n 3.4 l'llLLIJN il/ll ft(Q!:.lJC.TIU: C&l'!Cl'rl' 
,, tHE RESULT_ Oi NITIONALIZATION AWU ov cc~ CON~~RVATlO~ fDLIC!, 
rUNDS WERE NOi AlLOCAT~~ F0R ~!CKSSl&Y W£LL WOl~-JVi& ~NC 
MAINTENANCE. ~1TUA110N JS TLl~T AT ?!i~l~T iCC ~A~NOT MrllN~A!~ 
r.ODUCTION Of OVEd 2.6.MILLIDN H/D. ro~ ~XfiCTS TO~~~[~ 
"' CESSAR! WOFr.-CHJ! P!t-iGRA:''l !.~ 1979, J<U'l' rJrl!.!:SS J'Ct.[)1% IS 

co: A-'rDl;;:.;'1"1:1L 
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. AS·rICALLY r·~c2·~11SlD, p,,·JGhi.h \iilU •. Ji\LY CCIJ'ER ·~or~-O'P:R Oi" 
t·MF 20 OU~ o~ iDL'S 7~0 PLU~ ~~LLS ~[M YYA~. ~l~~G~l ~~ES ~o 
~CSfECT l0d !~CRl~Si IN 7?IS CAPAC!Tf U~:ESS ~K~SE~T 
LILI'lG Of 2 i"1ILLIUN li/D AV~!A(~l!: A1~fiOAL PRO.-UOTIOh loll ~:JC l!; 
UTED. AS ,&'0;:'. RE~LHNING r.: UWAI'r! LROl·UCII:;u C.A.PACPY Ii. si,.u:n; 

·UWAITI PAkTITlONiJ ZONE, THiRi AR~ NJ PLANS TO l~C~EAS! 
AdA~l!N OIL COMPAS!'S (AOC) tsa.~30 B/D C~PACITY (l.b. 
(rJWAITI SHARE 225,.~e"' B/D) i OR ~'HAT 0£ }Ofll·h:!l AML•OIJ. OPERA1' roN 
( UWAITI SdARE c.;o,~e~ B/L). T~IS M1ANS tiJKCTI'~ TOTAL 
. !!HIT PRODllC'rIVE CAPACITY IS ! L!'i''!LE. OUR 2.5' MILLION B/i;. 

4. ACTUAL P~ODUCTiuN. IN OCTOB1k, !~CURDING TO LATESf AVAILAhLI 
lN!E«N!L OIL ~INIS~RY FIGORES, TOTAL fUWAITI ?RODUCtIO~ ~AS 
auNNING AT ~.1 HllLION B/~ - l.S3 MILLION !/D !OR KOC AND 
~S0,~00 l/D ?OH KU~AIT'S SHARE OF PAHiITlOH~D ZONK 
i:'l:tODUCTION. 2.1 ME.LIOH FIGUU IS 5 :-r.alr.i:::n IhCRlASL on:~. 
nCTO~EK, 10?7. FO~ flhST 1EN MOiTHS o~ 197S TOTAL PRODUCTION, 
1:1CLUDIN~ KU.;AIT !:t.A'.if or l"di'!'ITIO~ll!lJ zo,. .. PROJ}UC·rIC>r.' A':~n:AGE'lJ 
~ MILLION B/D, OP t.77 PE~CE~T OV~R ~IRS! TB~ MONT~S OF 19?7, 
DtTAILID PRODUCTION fIGUR~S AR~ AS iOLLO~S (IN 1AYRELS P~R DAY). 

<UiAIT OIL COMPANY (LCC) 
•GkM!R !HihOIL 0P~RATION 
.1HABI1N OIL CO. (AOC)--KlliAIT SHARE 

·::iu.t 

GC'fOBBH 
1,B~~~.166 

2:-,, ti2t. 
2i0121,120 

2,11~.£:11 

AH!lAGF. 
JJ..i'I - OCT 
1,7D9,l24 

ti.l, ?9 ~I 
Hl,3d0 

"· GULF OIL COMPANv OFi'IC!A:..t: 'l'l:LT, CS l'l'l!Y AND T!lE."'iNO 
0"7HER MAJOR o.n'-!'A'HS (~-tlli.1 !:~D :CP) .illV.E ALL :d!:tl ·ro ~~I: 
~rWAIT'S OIL MINIS~ER RECAR~ING INC6F~SING Dif-TA'E BOT TO 
1PTE THE MINISTER HAS SHOWN NO J~T~~tsr. GULM, iillCij USUALLY 
~FMOANS Mlk~~~ CONDITIONS, SAYl~G lt CANNOT H~!T ITS 
>'lNIMUM CONT U.C'l'UAL OJ'F7TA,;J; O.BL\GU!Oi~S, IS E!UYI.~1; •rH 
·1.r,'{J:1uH UHL 0}' vIL ALLor.rn HNlill< ITS COfoTR.;.CT Fi\OM ~TJll/A!'r 
1~75,aaJ B/D); ~i u~~EriSTAND Sh~~L A~D iP A~l DOI~G LllEdISE. 
(ULF REPS B£LI1VE IRAQ, KDWAIT, SAUDI AhAb!A AND UAi HAVi 1AC!f 
u' llSRST!NDl~G NOT TJ CONSIDE~ lNCRtASE IN PROJUCTION IN 
::SPONSI TO IRANIAN SHORTFALL 10R AT LIAST ~KE[ OR TW0, ~HiN 
SITUATION SHOULD B1COME CL1AR~R. 

t. COMMENT. WI SIRIOUSLY DOUBT THAT LITTLE ~~~AIT ~ILL 
~ISH TO 011£ND IRl~!ANS BY TA,ING SHORT ~ERM ~DVANTA~E or 
!HAN'S BOP•fULL! Tf~P05ARf OIL M!S¥0RTUri5. ON Ttl~ OT~!R 
::Ac.D, Ii THE SITUA1'!0N PERSISTS, 'Ill: l:tELIEVil THAT Hh1U1~ 
~OULD RAISE PRODUC~ION TO TRi LIMIT or A LITTLE OVhR 2.Y 
'qlLLJON B/D IN CONJi'NC'lION 't'ITn BHOf:'tS n :;-..i.DI i:i.HA.BIA, UAh: 
ANP orBERS TO XEET NtASONAaLE GLOB4L.DEMAHD5. 
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'&~ -;2_...­

A ;v1 t1- o t/YI 
f <) L-

C fl;( o,.J 

~'. itLT THAT, IVX~ I! !O~G-T~RM. ·~~DAMlNTAL TRE~DS !OJJ 
Lt 10i DOLLAR, rys HAD NO~ YiT AC~~ UP ~o ~~OiT-TERM 

• lir!..!M. IN iHSPOt.£;i '!'C APF'UL POii MClJt!lHION AT .nu .CHUI 
,~, ·C COU!!H'N\:E, or: MINIST'Cil SH!> H ~·:)l'LJ) NOT ACCEPT 
P·IC! lNCR!ASE 01 trss r&!N ~1N PE3CfNT, ALTHOOOR Tals 
n~HT H lCFU.VLD It ST.lGtS. 1'.U'.~UT orrIClALS EXPll£SSlD 
1,,p CONCl~N 0v~n P~CPOSin C~ANGtS ONDI! StCTION H92 or 
I~~ CODJ VBIC~ ~OULV MA~~ ~U~AIT O~~~~~~tNT ]\VESTMENT TN 
t:: UAL ISTA!r. SOBJ ! C'l' TC 'r&H'l'I0.11. i:xn1ESSING CONCi:.Ri'f ov:u 
?1·;sl!LI PP.OC1i!'SJV, ?.ES'l'RJ.JNTS ON :i':)F.E!G!I INV£S'rt1E:~4T, !lOTH 
r~L AND rtNlN:E Hl~lST£8S DECRIED SUCH DISCOUR!GlMiNT or 
1·;·11S?"INT, Sil•Cr. l'oVEST~FNT IS trn::rD CLOSELY TO C·~US'l'RY'S 
QI!, PltODOCfIOI• POI.ICY. IN "K.iSPONf.K TO UNDJ::J! SECIH!'!ARt c.oona • 
~.!SENTlTIOh ON NOR,3/SOUTH I~SU~S, FINANCE MINISTiR 
r•?gESSID SKIP~ICI!~ ABlUT VltUE 01 PPOJE~TS A~D !ffORTS 
Jo :ATlD TO TIH:S:\: YS<;.U.i:S. DI;t::i;CTIOll .Ud:J LH!L Of UD ?OLICUS 
~;~g SU1JIC! or USiVUt DlSCilSSIO" ~ITH (P~AI! FUND Ht!D !L• 
~r~AD. SIPrrL ~?SCRIJIS EX,ENSIVE DISCUSSIONS CF SICTION 
,::,,~: APPLICABILITY TC' !\!:WATT :iOVfliN!-:lt.11' INH!:Tl1EN'l' IH 
If<: • IND SCMMAF< T 

~. I~ & JOSY 24 EQUjS IN ~UW!If, OCT 31-NOV 1, UND~R SGC-
r 'lARf 01 SUr:E TOR ECQ:"llOMIC HtURS RlCliAiill H. COOPH PAlD 
; ua-1oua orncr CiiI,L ::IN OIL MHIISTtR SRAI!.11 ALI !:iiALU'l 
~:.-snu. SAD A TWO-il~!l f'!EETlNC Vl'1'£ :rH•ANCJ: MIIHSTi:R 
>~~EOI AND M!? WITE AMik'S 1IN~i~:AL ADVISOR, rUALID 1b0 
r~·un lND TBt Dl!ICTOR GENERAL or T1~ ~UWAIT IUN~ fOR ARAB 
~ 1:(NOMIC Dtn'.I..Ol'IUN'!'. lll!lUt!.ATIJI AL-f.1.MllD. wao can: A 
l~~CBIN IN EIS HO~Oi. A~~ASS!DDR ALSD HOSTED A DlffN&R 
,. . ·. ;::tl})ID n HI !'l!.A!.!H A?lD IHFLUJ;NTUI. lUllAl'U INVtsn11:111r 
hA~~~IS !ND 8~3IN£S~~JN. 

~. tN BIS CAL!S O~ •LI ~3ALI~A, A!£1Ql AND AIU SA'UD. 
' ' ER SICU'!'AH coorn ( 1) ~nr1:1nrn re.r. STJl~I O.t' Tlii •ORLD 
~ ., :.oHT !ND P~OSP!'C'fS JOR A STllEIHi'~3I~N1D DOLL UC, (2) (l!IITH 
~ .. ··ct) nI6CUSSEr N~~~E/SOUTR ISS~ES, A~D (3) ~ISCOSS!D Tai 
' nGT J1t~NCi AttD caR HOPI rOR EXT1rMI MODERATION AT TUE 
'c .. ·o~IHG Ol'EC Ml'.!iTI .J tISCUSSIO~S 01· OU Pl!IC!S, IJNDKS 

.~ETl!T'S P&i~?NYATIONS rotLG~ED CLDS~LY TliAT ALREAtY Rt­
,.'! ~'D HI hiW: '* },q) 6 or !nt'r' c. DI'.:C'J!',$JON ON Tl:lRSi !SSUKS 

: J t:LOPID lLO\G i'Ol~OWll"tG LI N4S • 

. ' :i~Z WOR!.I> ECONo:w J.t;D Tli? !'OLLJ\~l. KrJtJA!T! RU'.':TlO"J 'f'O 
I .•\H SIClll/Rf COOFfR'S tRESl~TATION ltkS APPRtCIATIVi BDf 
. ::rctt OF :bt IMN"~IATE ~a0JL~MS Pl~iD BT TUE ~i1l~!SS ~' 
: . Dl')LLUI. . 
•.OIL MINl~T[3'S C0MMiNTS. lLI r~ALIIA ~AID Br ~DOLE 

' ARGUE ~ITi ijN~it S[CRlTART COOPIR'S 1Ni~~srs.or tHt.DOLLJR'S 
N:-Tr.!!M J'[JNDAl-'EN'r1r. PROSP«c·rs. l'O:l KIJ~A!'!'~tliOltEUR, . 
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.. ~svv iSB1•2~WA7~B 
' 'l 1 '~f"'.:iii 

nJQM'V NcP8a/2 ~1fl455 
.. ccccc u;: 

' ,, 1412557 ~;)V 78 
. AMIM!ASST ~1~Aif 
'. 'Zt'!:llC/S:t:CS'i'A'l'Z: l.'ASIJDC lM;•t:t IJ.'I i. 2:!.;;JS 
: ··~ ':lUQM.!ll/.~M.i:f•BA~;.·y ABU DF.J\BI 4.<:54 . 

. l!".ilS/AMIM:b.~S:;;'( Al·:·nrs €;?? 
~IUSINT BAG~JAD ~GUC» 

: "'"''BS/A~Ei"l!.-Af'.:i! .;P>5SJ::1S 61~ 
:-·:;:.ii!:G/AMEl"iEASSY C1.lRO 213:~ 
'' t:;'.F.S/AM!!":.bA:;sr c.~ii#.~AS ::1£'? 
'. :MDH/Af"COt-<' 1:;. DflA1'.R.lr; 3827 
'1 1·; :10:0/AMEVE llS SY !l')':A 219:.5 
c ' O'BT/AMEl':fi,\~:3Y JA.' AR'l'A. ~22 
•: J~RA/A~E~~A,SY Jl~DA ~333 
: :.' :'HS/AM!'l-:EA:'ST l.A\!-v~ :~3::1 
;)~ 'i!.C/U1Il"HSH .LniU:VILLE 19c 
, '.'-· rC/!'111'?.A~SY LOl'I: ri•; 31iil:'i 
i.' "iAl'\/A'1t!•1'iSSY MA'·AMA :'>~89 
: ~ .~PS/.U:t:J';;AS~Y ?HIS 2~03 
: 'i S".·J/!MEMBA~SY C" !T~ 19~ 
''>~"'liR/AMil~B . .:.:;S? '1'!!1 :,AN 4"'351 
:

1 WII/AHJ:l'.!lA':S! 1'i·'.IPOLI 1174 
,, 'i'i.ltl/!11El~l\AS::.Y VEtaU :'ie~ 
"'~·Ans/usnas os:;nc 111~1.lilIATI 
I "l 

r: G N F I ::- ! N 'f T A t St.CTI:>ll 2 Ol 5 ~UWllT 6_,80 ·-

; r·~~R?~ WITH TciE ~l~t~Tfi'S Ch&l!CTIRIZATION 01 THE Pia-
,., dIONS o~ ''ANY ltJ~.CP~:AN !ND AMi:RIC.tl~ l!ANH;RS. :iowrn:t. l.S 
•· \ MI~ISTER ~Ni~. IN T!E ?AST F~' ~ONT~S TUt US COV£iH11¥NT 
!'•.:, TA!rlN ! t;IJMisE:! ~;}· :;HCRT-TUM HUSO!l:ESI ItiCLUDlllG ltlCRHSJ:1) 

:J SA~!S A~~ I~1EfEST RATiS. I~·11cr. TS1 ns 311A~C£ or 
•. ~~l !AD lrPROllD IN ~aE L~!T 1£i MONTHS. M~£TING Tilt S&Mt 
, J:STIONS Jio11 A GR0UP or ~s AhD IlANIA~ DiNKEks IN 
i. Hl, f!tlDER S1'CR.lTA.'i'f SAIU rll; ASH::O THtM TO lt!.!.OINf A UiUSTlC 
'' LUTION TO 'II.Li DOLLAR PMH::~ THU' IS foi,)T hORr. cosTLr TlliN 
''.. ;: ?ROI!LJ,... us conr, n. FOR EUMPU, f'IJT A TtMI'ORJi.!lY su,1CH.l~· 
Li IMPORTS O~ IHPOS~ OTSETI lHPO~T CCNTROLS, BUT THE WEST 
r:. ·~AN$, JaPA .. iSli: Ai;D O'!'Hlf!S llOtTL[) NOT ll!N'l \'liAT. •£ C'lULD 
' ·~ A UCJ:55IO~ IN '!Hi UNirED S'l'ATES, BU'i' Ti!AT CJ:R'UINLT 
• · !iLTl NOT iE G•JDn l\l!I THE ll'ORL'J, ESP!CIALLY TEZ I.IlC 'S. 
:•;, ";'HIR, OU!! w!i0!.i: P1·0GRA"1 RAD Bii.l~ ~OT TO n:ES'l'RI CT 'flH 

L!l J:COtiQKY ;;u·r T·) tr.nrrn IT. 'fJ HiCOt:!UGC tliE tUROl'lAli 
. :~c~r~s Tb Bi LES~ SLUGGISH, HELPING TH£M!~LVISSAN~ 1HE 
! ;'U!l. 
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'. ·:· }li\HS !>:!'" AC'l' n; ~1-;(il•ld. '.;()C)i'J,f_ su::i Hi( r.'0Ulli 3C 
~ ·. :'C!A!.Lf IIJTiPF.S'J' :;; IN 011. "1[NlS'!':.it':O n·~;rtClP,'1011~: Oli' 

?'. SlhiSSM;• &ND H~ DEGH~B TJ Wd!CH T~EY HAVE PiOHOTID 
!~,C~TS IN LI~~T Of lMP~OViD CCMP~rtrIVl pnsITIC~ ~~i TO CHt!Pi~ 
. "· !..A!l. If 1~£'! WEFd.. l<IOT u:-11n ADV.Uil'A1JE: Df' TUlS OPPOl·:-
'. '•'<!'PY. 'l'BlS ii'Oi.lLD bE A MATTC:il. CF' c.)NS n:.uau CO!~Cii\rn T) us. 
L. :JliE7!1' CAi{-n:-::, HE NOTED, !!AD ANNOUNC'l:l1 A NEV I'XPOR'!' 
1' ;_ICY 'l'O ii:NC.J!H.AGi f.XPOil'l'S, .i:SPKCULI."! BY Mi:Dllli"-SlU tlS 
~r ~s. Ml~lSTii R!tLI!D 'HAT HE ~AD 5iEN NO lH~lCATIOND 
0! lHCPEASID ACTIVITY BT us rta~s. lN TBE PAST flW MCN!US 
(•;, :.f ON£ us .Fll<M Td.AT ilE rn11 or HAD ll:ON A MAJOR CO!lTRACT 
l!' ".U~!IT AND TRlS l'l!IM BAD BHN IN A J'.llWf HllT".J'U ~I1'H 1 
J;PANiSi FlEM.·iM~A~SADOR kOTED THAT TBlS WAS RILIY-MITSDl 
J~i~T V~NTORE, LOW ~IDDER fOR T~t BOILtR PAHT or T!E a~~ 
?L'.1ION DOLL.if' Wl'S'!' 110aA POtifil PROJ];CT. Ii£ ld.1DET1 TKA'i, Di:SPlTE 
'.'"'· CONSIDU.UU ?.i',o~TS l'Oit OUR A Yr:!!!, Ciill ONE U:5 }'lRM, 
G\, H'D BID fJ1 T~E TUR3I~~ P!RT OF Tlit PROJECT, !ND ITS BID 
w;~ DOIJiLI TEAT Oi T~E JAf~NtdE LOW ~lDDiH. 

r. AT11QI ON TH£ ~OLLAk. I~ RlSfOM~t 10 UND!R E~CiKTARY 
C"~PiR'S PRF~~NTATI~N, FINA~CE HINiST~i ATi!Cl SAID T~AT U~ 
r.,;- ~D Tl!AT l''.\&:SIDEN'l' CARTER-~ t:1YOR'rS TC CON'l!WL Ilii'L!'l'ION, 
lh~A~D !IPORTS, t~D ~EDU~l OIL IMPO~TS ALL SUCCEEDtD, ~UT H~ 
r;;:.llTJ!D THIS •.:rntD "Al'Pt:N Iii T:.E :n:.u.: 'fl!UM. l'OR tX!HPU:. 
'T:" C!PCOl"Ill:; l..tGi H·30TUTIOl>lS Hl Tl:.£ US j:Q}! Tflllt:i-U:AR LUO 
f~~TRACTS WF2i LI,ELT !O ADD TO !NlLATIOh, RATHE! THA~ 
5~:~Cl IT. A1~~QI A•cuzn THAT, B551DES kUR~lN~ THi Jil 
P~0~UCEdS, TSI DiP?~CIATING DOLLAR WOULD NOT liELP OSSElPDkT5 
'!-CE IT SIMPLt LO~~~S TFE C051 OF OIL FOR GIRMRT, QTijER 
!.' 1'0t"EAN CODi'H'llUS ~.'ID JUAN, !".,!:IN1~ T'TMt ~10Ri COMPIJ'ti'IVE 
~!~q THE ~NllE~ SZlf!S, NOT LlSS SO. lTEEQ! ~ONDIBlD JUT LODD 
~~~THli WSAT IS HAPfZNING TO TRt notLAR 19 UO! THE RESULT or 
~~vz ·~otITICAt IN!i~TION.· WHA!XVR~ TSF Ca&!, ATIEQI SAID, 
• ~I us ~OUL~ PAY Tri IRICE" SIWC~ THE us WAS AT TH~ ~EAaT 
0r THE WOiL~ ~CONOHT A~D THE DECLINi DY THi DOLLAR W~ULD HUkT 
~. _· '"'HlLD iCONu~T. ·~'!iAT TH!! IJS All1' l:llii.OPS ili:;U DOING •AS ro 
c1,·~ Tilt BODI !'0 FIT Ti,_ GARMJ.NT, 'fil :BOl)l litl NG Tlil: P HO-D 
I :;i.;?.S OJI RA~I 11ATEHIAlS SUCH AS nn A~D OTl!i!:R COl'IMODI'flt:S. 
~ii OIL PRODUClfiS ~~FL TBlI~ lRhliLAC~ABLE ASSfTS AND ALL THJI 
c T IN RETUR~ IS SOM~TBIN~ w~rca DiPRICI•Tr~ RAPILLf. roa 
Ti.!~S, ATEE~l SAID, I~ DISCUSSlCN WITH FCRMiF TRIASURl 
A ,:R1TART Sl~~)i ·~~ASST 5iC tARS~T. bND NOW s1~aKTART 
; .. ~- ... ~NTTIAL LJ.~-T YE;.;,, ~.UllA!'J' l~H uin:N 'fltYINJ 'l'O 1;j;T HlENllliP 
T~ BIGil tCUILO~S TO REALIZE TH!T Ti~·o1L PRODUCEhS 1NC THt 
{· ~~UMr~s RAVl COMM0~ INTE~G5TSl BUT NO• TH~Ri IS NO ~ORLD 
t·.":.~TARY SfST::~ TO .EPENJ:I ON, Neil Tlii; 1~?7 IS PUSl:il)IG JOR 
l crAn TO ~ET INtnLVID IN FINANCIAL M&TTrR~ !EKAUSE TRtRt 16 
t. IO!H~ i'HIC!H ~'l'l.~ItITY. Ni?D l'O;fl,1i~S, ~~AN'~ TO. fi10fJUC!, 
r ~ ,\ I~TER COM~1i:1JTfD, ?\!Z MAln' Oz TH'~-· e>lL' tou1;.un:s ltAVi NO 
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NIED. T~ f JG ~Ci iOR MOR~L ~lhSONS--TC acco~HOD!TE ttit 
~. Y~T iO • EI ~F?O~T~ TE~Y 1NLJ UP PI~LORIED BY rHZ 
S AND PhO 1~ ~D --A~D GL! ?All JN A ~ltHEClATl~G CURh£~CT 
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C1' ··. :;.;i~Hil 
f·~· ;::QM\1 ir:;;);:,..J/0 31'il54!l 
?.: ! rCl:CC '.'. Zil ·~ 
C l412~5Z N~V 78 
Fr AMEM!ASSY ~G;AIT -
TC' Pi~C/SEC~?ATE ~A.ri~C I~M!DI!~= 7~!~ 
I .. .I !ll10MBI/ .. '·i:.MI<AS:'v !LU '.JilAJ'II .f::?.5~ 
R' ~. ~S/AMJ:Ml3'':5v HCU:!i~ 8'71 
~ "/'!SIH· PAl;i!:iA~ I<' c;,:; 
R\::: C-S/i.MEr·r~A~: ~y bHI' :>i!.~ 61') 
Fi•· r:G/~_M1"1"3A' SY CA!i:O 21~~--
W .:: ;,:;/AM!:HH~.)Y CArl:.C~S 3P 1c 
11:•. "'!J!!/AMCON::U~" ~:!J\:PAtl 3 1:2b 
'ii' .>)D/'-.i1£MJH:,·.~y ro~·,, '194. 
!l " -T /Al"t;~'b.\" ::; '! J>. 1: \ H'!.'A :•2:5 
R'. . "iA/AMi:"i«'.:' :; Y JI ;'.iA ":f<',1, 
~L·'~S/A~EM3A~S1 LAC~S 34~ 
f' r !.C/AM!i:~I .. F :iY LII: !-:VILLE 107 
11~': 1C /A~t:M!l.\~:::. 'f 10!1.['.N :-194 
F. ~~1'1/!lHflli'ASSY MA:,:1M! :5".it0 
[(;': ii:-'S/AXl:i''liA~-'5~' f'gzs ;>i1J4 
E: :c•: '.I/AK}:MH'..'. ;;~ (.;\! [ .O 19~l 
il' •"E;li/ H1£1{bA:: 3'( ·~ f. ... IA h 4.~'.:i" 
R:,~.·.Tt/AMEMHr~y TilI>OLI 1l't'3 
Ji.-:·1'.AIJ/#.Mti"'.EV:iY VL".Ni\ 31.JG 
!''. ,d'?.S/U;STii.',,.:; 'H~:<C t11:1t:!JIA'1'E 
b" 
c ~ ~ r 1 D E ~ T r A L SEC!IC~ 3 er ~ ~u~AIT ''e• 
Si- !'I ~1;: !!AH r ;:,:.~ 't'(''H1ti TC J'IT 'rt;! llJIJ~?~":' ·ro TH flQ,D'! !HD 
1;."r Cll'l' THt i;c.~f. ';1:.,,N Jl"-W.Y C!Fi1'.i!lt '!s!:CIH£ PltiSIDIH'I, COOUR 
S'll1, TUI: ~O'~l liAS !'.A il1C~S£Hm. :Oi1!'1C;Hi:r PlUCIS Wii:Rl 
D !':r:~S£D, 1": Fi!'l' Ii' 'OS 'Ii11 H~-f'O~~TllLifY OJ' THE llNI'UJ 
S'".•1·r:s, HP/\tl AND Gl.hMAtlY ~·o DO soh'l'!IINll, AND AT TIU: f.OrtlOlil 
'.: ~.:·:I'!' rn MLY h·?7 'ti. J.O'r ·}:.'1>,:l\AL AG~HMf.lf1' AT Tin fii\E::o.ucu 
L· ':..r.. CNL'f ~·1 ~ us .i::un. IT 1.:UANI:I!o IH ~~COlll8'1f, J'Oii USUlllAL 
il"h.,•)tJS JIU! AUQ HCA!JS£ IT IJIS GOlli Nii. 'Ill: WO!IU, ' 
z:·rcIALLT PPIMiRY Ph0DUCT P!O~UCING CJLNTllES. WE ALSfl iNiW 
T.·;;·>r lllVULD 11!. <'HOEVMS IF G!:RMANT UHi JAPAN JII MOT nun 
N~•, A11ER TE~ HONN ~GMMlT, CE~M!NY lHI JAPAN WILL iXPAll 
A;:· 'tlf l:IOPE I~ T1iIS i-'l(;.ARD Tli.M 1979 t'ILL 1£ JlTTIR 'l'liU 
l(i';.', N·'.) D:)UJIT T!iFIU !RP Ji'l!<)'.H ~MS NOii • 111.1'? 'HJ:li WHLD WllU 
B'. #011,SJ: OF!-' t ITll MOiii UN!:.MPLO'fMil:NT !NP l'llU 1Rt'UC1'10Nl'l"i 
I~ ~c TI!D NOT DON~ ~~AT WI DID, 

F. 'l1JUil\G j'.) U'EE,'l 's COMl"il1:;-:T UOO'T on PllO.ltlM'lON !:-l::I 
M'.·c~L R!SPON~!fLITT, UNP~R SEC~i~!RY C60PJa NOTID THAT V£ 
'!'00, 1UL A R:Sl·O:>iSli..ILIT'f, i'O!I Ull'll'U, '1HILll Wi UPO:it'r 
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. '•lh. OFTEN TI~~s ~HIS IS cv~h T~i O~J~C1IGN~ o~ OU~ OWN 
"'iRS, Wt!O i/0~'!,D Lh.i. ~lS T~. P::C!)~UC:r; u:~;s, n.::R~;RY \'\/HCINi; 
.''.l ~ htIG~. ·~·c l:,H"t S~N'~ Tr:ou~A~:is AN:> T~lull~ANl1~. Of ·~oNS 01 

. rr; 01, A CO'!(!.'::~)l',l'A'lY lH,SIS TO C)llll'!'EIZS SUt;l-i !S ll'DH. 
: i~YPT fHEC!SfLY b~CA0S~ Oi fjI~ S~NSE.01 RISPO~SlBILITt. 

, 1Duc1sG MJ~L T~AN •I \i~c. Wi 1HU5 r1~n ocRSEtVES lh 
''.l'!'UATIOrJ "'0 ::om DE:';'l!:::· ~1Ml[.B ·ro l'liU C,}' TBL MAJOR OIL 
! IRTI~G NA1lJ~S, ;itlQI R~PLl~~ ~I~R A SMILi THAT Ht WAS 

L."i' rNTIREL'f rn g;;ii!''1cNT WITH TH'' f•A!iALI.n hET•EJLN OIL AN!: 
; •':IN. llllT r::,1·~ 5t'c:: DISCIJ;.:SIJN lfGfHD h11VC: TO wu·r 1oa ANO'rtli:ll 
'--'A:OION, 

1... '.lf!'>£iHA''.'J\>t;s Bl HN!NCIAL Ali\lSOR P . .b!· SA 'tlO. YF;ALID 
~ J sa'UD, FfH ~o~r TgAN 2~ YtA~S A 'Lf FIC~Ri DETIRMININC 

·. DI~ECTIO~ IND C.MPJSl~ION Oi ~DWAIT GOiiBNMINT INYtST­
P \tS, TOL~ UNJVM f~CH~TARY cou~s~ 1EAT <D~AIT'S RULEi IS 
! !LL! H-1Pi11hG 'i:C ',.'O:'f.T AJ.;Vn 'l'd! !10J,LA3 At;D C0tJ}'lRM1.D 
. ;, rAUS ??:R~O'IAL I n;:d:'''J: ri; Tl· Ii PROBLlLl'I. HU s~ 'UD J:~iTIMl'Ur. 

;' ON THE :w::;,;;;r.y 6 naro~ DOI . .i.Att~: l'iW~ C<1L R!:VF.NfJl:S sn 
i-'lDS !Y ~"d•lT'S G~V~hNMENT LAST T~AR rn~ EIPE~DITURES, 

:,.,JUT LOS':' ~;i;,\'RLY ; ll i'FAC'i:'l'f liH;.HJi>l OJI' Tl:IL TIOLL!R'S l>IPU .. 
c:~rroN. T~I~ ~ts ElGAUS! !~JM rlJtf TO TWO-TiIRDS or Till 
l'.. d'.tl.WMEN'l' BtJDGF~T I: S!'ENT O'i lMPO'.\TS, 'l'tlii t'1AJO 
~·, u 0 ua-
r • .'!') Or' wi!IrH A~F. t'ROM COIJN'!~US St!C!! AS (}!:].MANY AND JAP!~ 
·.·' '"!: CUilUNC~l!'.5 i'J.':£ !PP!l!.CUH:1 DRAMATlCAlLY AG.UN~T '?HE . 
L1 ;,!.J.R. AB\J :~A 'UD f., ID rn1tAIT STHL LDO'.S TO !H.i ~NI TED STUlS 
;, Tlli P.LACE P'?i'! l 'F L·'.lt-!G-: ZiiN IN 1/ES'fMEN't 1 l:llT Thi: SiiORT-

.~ FROSP!C~ ~AS V~RI TROryJL!NG NOH TiliT ~OT DNLf INDI1IDDALS 
r '. SHCULATG.IS -,lfF.::i;· DtTMl'l:\'~ 1'1U: DO!.!'..J\.H, BO'!' AI.SO MA.JCl'.I 
:~~TITUTICHS. iCHOI~G COMM~NtS 01 TUE OIL MINIST~R, AiO SA"UD 
·~in 1EAT TH~ ~u~0~~AN FINANCIAL COMHDNitr MAE CONCLUD!D TEAT 
' r AMERICANS ~!~PLY i~Z NOT CONC\iN!D ABOUT Tlli fALL 01 TB& 
10-LAR. BE llOPkt so~~THJNG C00L~ !! DON~ TO CBANGt THIS YllW 
;. :.· SBOU IJP 'i'liF D(1i.I.A!i, AS J")R rnWAIT'S OPTINS RF.(i.4RDING Tt:£ 

(,:,LARs U\IJ SA'UD Si.ID FUN:iU: "Vi: DON'T i(NOll lllF!T 'rO DO, 
• , !'JON T WANT TO 110-.·~ ou·r 01 TH1 'DOI.LA?. MID TUi i IOSS. ' .. 
~·L IN ANT EVENT, ~!.~Ri WOULD ~l GO (!O lNYLST LAiOi 5l1HS)t 

~.0!L PRIC[S AND AB"D :a1Jt CPFC Mt~TINC, IN MKITlNG WITH 
··:i. MINISUit, UNN:h S.E.CRE'l'.l.~Y COOPER SUD _.£ H.lvt A 
\:.:A'!' lN'U!HS'.l' IN Ot'EC 'S UPCOMING MUTING IN AlHI DiUlll • Kl 
. ·lN AfiGUE£ ILONG L!N~S RE~0RTED PARA e REI C !BAT SITUATION 
( _· PETROLEUM "1UO:'l' lN Hl79, Ul'!CT 1)1 .ANr PRIC:t: usi: ON lj'ORl.ti 
\".LAT ION, l!\D ~n·.:. FitAGI! £ sun Oi WORI.D ECONOHY U.~lJID 
~· 111 EXTUMi MODE!iA'l'IO'I IN .~r.P'ROACHIHG DlSCUSSIOll 01 UIY \IU. 
! ilCI i!ISI !·! H:.J l.l, HI. ALI HiA:i.tfA llEPLU:i): "~n; 
I •; i. BUN 'MOD~:'P.ATE 'IO :JJ;~RU ,.IJ!T IS POLI!l'JC~l.LJ ONl!il!tlSTIC 
••• Il YOU JUU: TALHI• r, .A '!ICiU'r A nn l'!lJiCli:rli'"· 1'N'l:1i.!AU i'~l·~U.~ 
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c~ 1979 TFlS IS NCT ACCtPTABLi." ANt OIL MINISTER WHO WOUL~ 
~~CIPT lucH A lIHIT~D INCRFASE IS XITilER "awtw1at 01 N11Vl. 
~~ 1 ONI WILL ACClPT ~iiAT THt I!,OlS £AVE PUBLICLY DEMANDED~ 
nc '•lt'V!R WI W!t1 NO't ACCl'P'l' 4N INC!lUSJt: iFLO~ 'UN PIRCIHT. 
~u:·1T"is ioNi, AT 0MCI OR li S~l~~s. IS N~T or CONCiRN. WI 
LO NOT 1st COMPINSATION roa ~OSSES OflB TliE PAST TWO riia&~ 
r: 
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1 .• :.:iVV ISP16 1:! 0• ~A?• ti 
, f UQ"ER 
RUQM~~ ~~~EB/' 31~163d 

y ccccc lZb 
.' 1412557. tiOV 78 
lMF~BAS~Y ~U~AlT 
~GEPC/SiC5~ATi ~lSHDC IM~lDl~Ti 2311 

.0 110QMlll/H1£'1llA':i::y BU JJH.11P.I t256 
•dRS/A~E~EASSY AL~t~~S b72 
·./C.SINT BAGl:iDU r UCP 

·'PS/JHii"IB.oSSY 1h'l~S~LS i'.i2r•,; 
· dEG/AMEl"'BASST CAIRO 213~ 

, hSRS/AMl:1"'5A!:SY CJ«·,,CJ..S :~f:>~ 
•: ~',-'!.'R/AMCON °'lL Dd.1H: :lAh :'.82S. 

,,,.,..,CD/J.M.£:>E.~.5SY DCiiA 'Hi5 
09T/AMEM!AS3! JAtA~lA 32~ 

, .. ~~.A/AMZl~llASn Jll·CA 5Rj!:) 
• '.'1 ALS/Al'l.E.MFAS::iY LAl~.os :H1 
".':'!:.C/AMEM!iitSSt LI <HEVILU lf:B 
· •;1TC/AHEMH'.0S'! LO;'<;l'ON 31'1~ 
'' .~A~/A~E~!A~ST MA~AMA ~5J1 
I •:JPS/HEhB.~SS'! PH IS :;;i.~:1 

1 c.SQI/AM!MRilSSf .,;;:JTTQ 19'5 
:~HR/AMI~EA~~T Ti1.~AS 4~~3 
~Tl/AMEM!ASST TOlP1Lt 117~ 

. ·.;U/Al-!EIV:~.As:;y '1Fr.N11 :~s? 
: .< Tl\S /US!RHS II J.~ ;·DC l 1"1Ml.Dl A 'rt 

h f I D ~ N T I A t SECTION t ~i 6 ~QWAIT 6080 

~~DIRSTAN~ OTIH k~SP0N5Ie!IIT1ES, !U! ~I lLSO EA~i THEM ~on 
U~N PEOP12. I! •0ULD !! POLITtCALLY UN~ISE JOR US TO 

·~PT TOO SMALL AN lNCJri~E. lT ~O~Lt ~OT ~VEh BE GOOG FOi 
i. UN l'HD s·:· AT ES !l n:.~r~s£ ·) i T '!f ~: f;(iAT r·1.:: I .'l':'l!. ll~AL FOi. IT IClL 

1 • :ECTS FOR TRE OI~ ~RJDUCE~~.· UNDEB SECRETARY COOP~R 
,f CLUD~D ~u~r !iD ~j~~ ~ ~iiciIT1D ao~ FRli~DLT COHV~~SATION 

SA!tNG T~~T UE u~r~~STOOD !H~ POLITICAL lND OTHIR CONSit~~­
i J~S INVOLViD, BDt ~OaLn APPRECIA!I THI MINISTER'S 
~rcus !XEDCISZ Oi £ESTRAINT IN OIL PRICE DECISION. 

I. MlNISTt!1"' LIIU lJ'.' TU C':!Ul~}:S TO OIL ?ROlJUCTIOW. 
' PKOPOSrD REWJS10N !I IRS or 1S TAX R~QULATIONS TO COVER 
. ·"·=' OJI' Tl!! INHST~'f'<TS or }'0!\Ul~H GOV!ltSM~NTS IN Tl3~ us 
1 "~·en>, R~PJHcr::; 1n:!f s, Pnono ·,,o u: • r.AJoR To.Pre or 
: ' C!!SSIOli lJ'Jll!Ni} 1'Ei VISIT. ll~.1'!"! THi OIL AND l''lNJ.tlCt 
. ; I~'fUtS r1sc11ss'f.:'. 'rl!l' S'l'f,Jr;C'!' H Ul~G'rtl, '&'i.JlJqNG T:lA'I' 

il5ION 01 h~~ULAT!OSS U~~iK S1C 6&i 1 Bt DI~COUi!GlNG 
JAI?I IN'~~~~€NT IN TH~ US, COULD AtSJ 0[$CCUl!~X KUV!lT[ 

1 ;: PRODUCTION. 01~ Ml~IETER RiMAa~KD THAT liE EO~ED WE UN~£~ 
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srcoD T31 ~!~I ~} Af"O•'.~[~i w~ ~ittt CRiATIN~ JY OCR NiV TAX 
'!' •i\fl"iL'.1' :H ··:•'lll'll I .n:·;'I'Mi..' .. 'l' rn '!:Ji~ us. BECAUSE Oi'.hC£NT 
~ ,•? BS.Of· I .. f:lMJli-'' en l'ItOfl!C'!'IO;•. A !H!Mh£!! 0)' LAltllt OIL 
Ci '!' 1 ·1~ 1 1rns FF.~· c~i:•!; T'• FI~. •::?l"td~u:.: 1'0 PllitC:fiASF: CONSIDli:RAllU 
>. ... 'fii'l:': Oi' cr1il1''- 01' !.ONG-~·.:: .. '1 CO·lTiiAC'.~ (PP' D). &LI Kll!Llll 
~-- 1: T;\1.T Pr.0,'v'. r.i:· l'' H~;'IIS 10~ Or 1'/.X 'tI!UT!'\iN'r Oi' FO'R.i'IGN 
G1 Ei'..NMF~'!' LJdS'l'!"lE:<r. (5.i::G. '1Vi:) HI.:; CF.HUD A SUOllG PERCEP-
7! •.. IN TEf CJ~NCIL jf H!Ml~?fkS TH!~ TdERE ~OOLD BK NO LN-
C· :'.IV:.: }'Oi1 ll!'Hl! '!'l hOJ~lC£ ~1oni, sli\:CE lNVESTMi:t~T OUTLElS 
\:. < 'H:u1:. ~·o::~:cr.·.;~.<.:,, OII. Mll\l~.T.f.'Vi OJ' one SURPLIJS 
c ;' :;·FIES ·n:.;r,;: C"""' u·.:n:i< HCJlr'.ASTNG i'Ji&SSU'U TO LIMIT PRO­
r "·:re~ ~Vl~ Mn~! lr T~L! i~5UMFU TEEir.INVESTME~TS IN Tlit 

·'-''.' ;:,_Jn: BEl~i~ t'l:·c-.,:i(J.C::'D. r·r ~ 1 ~SSA:iK, U.I ".!!UliA CONCI,!JllJl:fJ, 
"" · C'Iid.5'.:: l':j~'-~ lhL MA':"I'i\t AS! C£ H;;\ A WHLi:. TBi.S lS NOT 'llU: 
T: ; TO ilAI~E. l':' (S,~:. 29?.)." 

7. p, A"l OB\il'.1VLY ('•OHDHIATl:I: APHOACr, rH:AhC:L MitHSTilt 
Af, .-:.,I t;;2(il r, ,_l.I .._, '1,U:.':, GOl:~;.:i\N, 11:.iliCFitlllo:i OUT LOU!i 
II·. ··n:R SUiif•< 0 !NC c11,,r,.;r liJ lJ;, •rCJ!:J..1'1"1!::1'l' ()l!' .F:H:U:IGN 
:; • .':cNl".2N 1' p,\' ''0,j'ME .. :· lt; u~ !'}.!) NCT Bl!:L~< "por.nIC,ULV 
f" '1VA'l'£P," :n: EY '.·!'ATE lltP1c:n·~1,:N'J: llll1'. l!N'IOiit~ onr:R PUTIBS. 
~.· • ::·:1 }.:0-.HiJl~l ?I:D ·1~ .. \1' MA'~T'.1'it ·~;.s Hl!v f.E~i::il'fI'H, S!tiC!: Oll. 
l"<-· ·~ICTION lit\' i::-<n~":'Mt,;T~i 'JiL'lE CLO~l:Ll RtUfil:J. ABU S.l'UD 
h·,·· v'.rn£RL!:•E~. r;.,r. .-:-~'-Clf'l(; :.CH CC~111;:~N. lJETAILS ·JY 
r:·crs:;IQ'.' 81\ :-:c., 1;:, J.i'i1: (l:;I;,r: S!'.CH1'AltT COOPER'S 
i. ~"SU?.:\NCfS ;.L~~)(I L Ha~: 'RH A I.I Rl:S?Oi~Sl. TO ::UwUT CONCERNS 
i·'l.:J• bY S!'i 'it, G!·!·r-. TrC~·)tiICi>.1 NA.TUR:: Cl SUBJi:CT._ 

c. ;;)\i'l'P/SOl.'Ti: IS~C~ ; .• IN H:. F'lt;':;E. rn MINI$'I.S:R ATEEQI ·s 
: H, '1t;DLi :::cF!:T"''" CC<H:• OT!'LINlm nun VIE'fS ON tlOfl.T!l/ 
!' ·;, li: I;I!L 0)G:;:::· A::. i'JL1011~: 

t' .• 'r1~1r<•N ~·:1::::. 'd' i.':f: A'r A POlN! 'Wl.li:ti \tl: Cf.t~ MAr.f A 
ff~2~0l0GIC4l ~~!~·! ~1UGrl 0r CJM~Oh ?t"D· o~ 'BlCTI TE~RE 
~i:.~ ti£ i. Nl:.G(H:!.'fii;,~ Sl.SS1011 JN 7WO l.'.E~r.S TIM£. OUR TAL;~S 
'ti':': li\'lC.fTRhL C:)u1•l'1n'S ii•il1 1n·n: llNCTAL SJ:;Cf<ETJ.~l COAU 
r:.·;?: lNUTCATf'; Tl'.AT, Gi< ,~_:y 1.C.f.:"lt:llTS COtlCL:1NlN~ COMMON l?U:IL, 
... ,;AN ,(('!{•· :)(;]' Tl:it: "AJOll j:'Xl'Uin;s Ok' A COt'1HON !'UND IF TI:a: G?7 
I. d.L(l'3L.E.. r,77 VL .;~ CCMMO~; .i".J'E !S A SYM\iJLIC: lSSUI: '(l1'll 
! ; ~':'!'.HCi: bl:<··!: r:~; Ji,T;iIN'. It: "1F.!<n:s. ::CM:? Oi TS£ Vi? 
\, .,,JTRI!.S l!l"'.' Hill! DlSil\JPT!H, Al'•Hl I'l' lb llIF?ICllLT i''OR II 
:.: ... ;?or 1:~,, ":c1u11:·R: :; -ro N.~:;on1n nn:nu. !lNi;:e.e ~•1:RJ:TU1T 
:· .. ~:i l,TEZ~l -~, h.n·· :·uwAI'l' '.;~t- IT:". GJ.)Jl OHlCP.S T•) Pll1)K\>Tli'. 
)lLi:EILITY w:T~IN 1JE ~?? ON !EIS l5~t~~ 

I';. 

r. ,;,,CTAD. ~1£ '!'INGS l"<VGLVll•C r.:rntH/:WUT!i !SS\la::i UICLUliE 
C'i:,o~1l0 l"'EE~'I (., l:i .'.lll1 J/,•W.l>.'!Y, G7'l M£nll~ IN 'H.BHUARY AND 
·r:: r;NCPAD r·r 1'1•·G •i MA! 1·-?,:;, :JIJl,f;J\ s;;cHt:Tlt.ll'! z:ticotHtlGED 
/ .. •.lT TO PL!. ,, r~: _;(A1'1 ;,!JV C.:llNS'l'hiJCTr'IL :int A~t 'l'(l 
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1· COURAGE Tlii RIGID AND DOCTiINAIBE POSITIO~S TaAT SOMt 
. ;."1~);RS or THE G77 TAKt. HE SUD -.·i: Ul'tDERSTAND Ta&T som: 

'i<t\TRIES fiOLlLD LU~: TO RAISE IN'l'EliNll'fIONAI. MONET.UY ISS\.lf.S 
.~ THi UPCO~JNG UNCTAD ME!TING AT MASILA, ~g BAYt NO PHOILiM 
.;·~ D!SOCSSING THSSE QOiSTIO~S ir HiNlLi, BUT ~I BELIEVE 
1 WOULD BI A MISTA'.F TO BAYi SUCH 1SSU£S A PlffT Of THE 
'C :AD WORl PRO:ZRAM IM TiiJ: i'UTURE UC !USE (A) I'1' WOULD DJVi:R.'.r 

• j 
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NNNNW ESA284KW)\, ·168 

00 RUQMHR 

DESRUQMKW #6080/5 3181645 

ZNY CCCCC ZZH 

0 R 141255Z NOV 78 

FM AMEMBA5SY KUWAIT 

TO RUEHC/SECSTATE WASHDC IMMEDIATE 2 312 

INFO RUQMBI/AMEMBASSY ABU DHABI 425 7 

RUFHRS/AMEMBASSY ALGIERS e73 

ZEN/USINI BAGHDAD POUCH 

RUFHBS/AMEMBASSY BUSSELS 6219 

RUEHEG/AMEMBASSY CAIRO 2136 

RJESRS/AMEMBASSY CARACAS 390 

RUQMDH/AMCONSUL DHAHRAN 3830 

RJQMOD/AMEMBASSY OOHA 2196 

RUKOBI/AMEMBASSY JAKARTA 325 

RUQMRA/AMEMBASSY JIDDA 5836 

RUTALS/AMEMBASSY LAGOS 342 

RUFHLC/AMEMBASSY LIBREVILLE 199 

R!JDTC/AMEMBASSY LONDON 3196 

RtlQMAM/AMEMBASSY MANAMA 3392 

RUFNPS/AMEMBASSY PARIS 2006 

RUESQI/AMEMBASSY QUrTO 197 

RUQMTI/AMEMBASSY IRIPOLI 11 77 

RUFHAU/AMEMBASSY VIENNA 368 

RUEATRS/USTREAS WASHDC IMMEDIATE 

BT 

C 0 N F I D E N T I A L SECTION FINAL OF 5 KUWAIT 6088 

RESOUICES AWAY FROM ONGOING PR:lGRAMS WHICH UNCTAD IS HAVING 

DIFFICULTIES MAINTAINING ; (8) IT WOULD DEIRACT FROM THE WORK 

OF THE IMF AND WORLD FINANCE MINISTERS, SINCE UNCTAD IS NOT THE 

NATURAL FORUM FOR DICUSSIONS OF INTERNATIONAL MONETARY ISSUES. 

UNDER SECMTAKf COOPER SUGGESTED KUWAIT MAY WISH TO RAISE THIS 

BEKORE THE FORTHCOMING JANUARY 4TH COLOXBO MEETING. 
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C. COMMITTEE OF THE WHOLE. THl:.PE WAS A "FRACAS IN SEPTEMBER 

OVER PRECISE TERMS OF REFERENCE, BUT THIS APPEARS TO HAVE BEEN 

RESOLVED. WE HOPE THAT WHEN THE NEGOTIATIONS BEGIN IN JANUMY 

WE CAN DEAL WITH SUBSTANTIVE RATHER. THAN PROCEDURAL ISSUES, 

AS HAS HAPPEFED UP TO THE PRESENT. 

D. CODE OF CONDUCT. THERE ARE STILL IMPORTANT DIFFERENCES 

BETWEEN THE UNITES STATES AND THE G77, BUT WHEN WE SIT DOWN 

THESE MAY NOT BESTHAI SHARP, AS OUR BASIC VIEWS ARE NOT THAT 

FAR APART/ 

9. COMMENTING ON UNDER SECRETARY'S PRESENTATION, ATEEQI SAID 

THAT THE NORTH/SOUTH DIALOGUE, OF COURSE, COVERED A WISE 

RANGE OF ISSUES , SOME WITHIN HIS SCOPE ANO SOME NOT. HOWEVER, 

HE. DECLARED;" I DON'T BELIVE IN NORTH/SOUTH DIALOGUE AT 
ALLO. I NEVER BELIEVED IN THE SO-CALLED ARAB/EUROPEAN DIALOGUE 

BECAUSE THERE IS NOTHING IN IT ••• AS FOR TECHNOLOGY 

TRANSFER, I CAN'T PUT A US MIND IN i\N AFRICAN OR AN ARAB 

HEAD/ IF I WANT TECHNOLOGY TRANSFER I HAVE TO PAY TO STUDY 

AND TO SPEND FOR RESEARCH. I CAN'T INJECT WHAT IS IN MY MIND 

TO YOO. TRANSFER OF TECHNOLOGY IS A FOOL'S SLOGAN." 

ATEEQI STRESSED THAT TRYING TO REACH FORMAL AGREEMENT ON 

":I'ECHNOLOGY Tl\ANSFER" WAS A MEANINGLESS AND runLE EXERCISE 

SINCE IT WAS HARD ENOUGH JUST TO REACH AGREEMENT IN NEGO-

TIATIONS BETWEEN TWO COUNTARIES, MUCH LESS AMONG SCORES OF THEM. 

10. THE COMMOND FUND, ATEEQI SAID HE HAD MANY RS5ERVATIONS 

ABOUT A COMMODITY FUND, BUT KUWAIT COULD NOT TELL THE G77 

NATIONS THAT IT DID NOT SUPPORT THEM. HE DID tlOT BELIEVE 

EITHER THE US OR THE G77 COMMODU TY PROJECTS WI LL WORK. 

11. UNDER SECM:TARY COOPER SAID HE AGREED WITH THE MINISTER 

ENTIRELY ON THE QUESTION OF TECHNOLOGY TRANSFER--wHICH HAS 

MEANING ONLY IN TERMS OF. BUILDING HUMAN CAPABILITY TO CREATE 

NEW KNOllLEDGI. HE HOPED THAT AT THE INTERNATIONAL CONFERENCE 

ON SCIENCE, TECHNOLOGY AND DEVELOPMENT ( UPCSTD) NEXT 

SUMMIR, THIS CENTRAL POINT WILL COME THROUGH--WHAT NEEDS TO 

U DIALT lfI'ftl IS BDUCATictl AllOVE ALL. HE SJ<ID HE WAS INTERESTED 
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1N THE MINISTER'S SKEPTIC/l.L VIEW OF THE COMMON FUND. FOR OUR 

PART, WE SEE SOMESVALUE IN IT. IT WILL Nar SAVE THE WORLD, 

BUT IT COULD MAKE A MODEST IMPl<OVEMENT. ATEEQI INTERJECTED 

THAT IT WOULD START MODESTLY AND THEN• END UP LIKB THE UNITED 

NATIONS, UNDER SECREZARY COOPER REPLIED THAT· .THIS WAS JUST 

WHAT WE WANTED TO AVOID. HE HOPED KUWAIT WOULD EXPRESS ITS 

STRONG VIEWS AT THE CONFERENCE.. THE MINISTER SAID HE PLANNED 

TO DO SO THROUGH THE OPEC SECRETARIAT. UNDER SECRETARY 

COOPER· CONCLUDED THAT IT WOULD BESHELPFUL TO INTROUDCE REALISM 

INTO THE NEGOTIATIONS. HE AGREED WITH THE MINISTER THAT 

THERE ARE DIFFICULTIES ENOUGH WITH A ONE-TO-ONE NEGOTIATION, 
BUT ADDED THAT WE LIVE IN A WORLD WITH ) 50 COUNTRIES AND NEED 
TO TREAT GLCBAL. ISSUES ON A GLCBAL BASIS, DESPITE THE 

DIFFICULTIES. 

12. DURING A WIDE RANGING DICUSSION ON AID POLICY, KUWAUT 

FUND DIRECTOR GENERAL ABDULLATIF AL-HAMD ARGUED THAT US 

SHOULD BASESITS AID LESS ON POLITICAL CONSIDERATIONS AND AT 

LEAST SEGREGATE SOME OF ITS AID FOR PURELY DEVELOPMENTAL 

PURPOSES. HE EXPRESSED FEAR THAT LACK OF US SUPPORT FOR 

IDA VI WOULD DISCOURAGE THE OPEC SURPLUS AID/DONORSISWHOSE 

SURPLUSES WERE DIMjNISHING. USAID' S BASIC HUMAN NEEDS (BHN) 

APPROACH WAS TOO DOGMATIC. UNDER SECRETARY COOPER REPLIED 

THAT THE RECENT AID BILL SHOWING SIGNIFICANT INCREASE IN US 

ASSISTANCE; AS A DEMOCRATIC COUNTllY WE HAD TO aE 

RESPONSIVE TO THE OPINIONS OF TAXPAYERS WHO PAID FOR FOREIGN 

1\SSISTANCE AND BHN WAS MORE POPULAR AND HAD MORE SUPPORT. 

OPEC AID DONORS SHOULD NOT LQOK AT US PERFORMANCE ON IDA VI 

AS A BELLWETHER SINCE THE SWING IN PUBLIC SENTIMENT WAS NOW 

BACK TOWARD BILATEllAL ASSISTANCE. IMPOJlTANT DEVELCPMENT WAS 

THE OVERALL LEVEL OF US ASSISTANCE, WHICH HAD INCREASED 

MARKEDLY PN THE PAST YEA~UN•ER SECRETARY ALSO NOTED THAT 

DIFFERENT COUNTRIES HAVE DIFFHENT PllEn:RENCES IN l>ltGANIZING 

ASSISTANCE POLICIES AND IT WAS MORE IMPOll'l'ANT 'l'ljAT WEllALL 

EFFORTS INCREASED THAN THAT ALL SUPPORTED THE SAME ENDS. 

MAES TRONE 
BT 
#6080 

46 

~ 
ACTION 

I ~hu{,, 
'~~NVY ~SH~3eBRA700 
IP RtJQMHll ... ~ 

1-- ACTl~ " IUEBC tr'3i~:l/01 31911~1 
''.'<f CCCCC 7.ZB 
r R 1i0155Z NOY 7~ 
IM S&CSTATI WASBDC 
rJ RUQHKW/AM[MBAS:r t~•!IT fRIOiITY 445? 
t~vo ROQMBI/lM~H~A~ST ABU DRA!I 1706 
\~fRRS/AMEHhl~ST >LGl%RS 9065 

E!C5 
INFO 
Ne 
OCH 
Oil 
lCA 
ADM '" l:HCR/USHIT l:!AG!ID>.D S83? 

'·U[SRS/AHt~BASST CARACAS 3529 
: .• 'OMOD/AHEM!llf.ST D·~Bl 7300 
f li\O:BT/Ult1"ll!HST Jit.U!t'U ;)679 
":IQl'IRA/AMJi;MiliSST JIDDA 6k155 
•T:tLS/!M?Mi'A~ST LAGOS 3156 
,ryfRLC/AMiMPASST LIBREVILLE )623 
·~SBAi/AHEMBASSY N3W tiLHI ~312 
1UES~I/AMEMBlSST ~1ITO 092? 
~·IQMBR/AMEMLASST ~'i'llRAll se11 
•l'QMTl/AME~BlSST T!tlPOLI 65U 
•11J~Hf1H/AH;:M!iASST r1.H-ill'll 2'i23 
~JQl'IMT/AM~M~ASST MUSC•T 65i6 

PM 
POL2 
CRU:t 
LO.I 

l • 

c 0 N r I D I N T I l L SiCTION ~1 or 02 ST!TI 26Bi~3/01 

~.O. 116521 CDS 

IACS11NaG, EIN1, tINS, tu, IR, r~ 

'~BJICT1 'U~lITI OIL MINISTER CALLS ON ON~Si SiCRtTlHY 
r~OPER 

1. {UWlITl OIL MI~ISTER SHAl~H ALI ~HALIJA •L-Sl3l! 
"ILLlD ON UNDER SECRETARY FOA ECONOMIC !lfAIRS COOP£i 

"• liNIN~ OJ' NOV, L'i, HYORE lilS C1.LL5 Oil S!:CRllTlRU:S 
•~O~ENT~!L hND SCHLtSINUtR. BOTH MI~ISTIB !ND COOPI~ Rt­
CALLI~ THEIR RECENT DISCUSSiu~s IN ~D,AIT (SEPtEL) A~D 
1 lfRESS~D th IN?£iiST IN ~AINT1INI~9 THE fllNl DIALOGUE 
''ICH RAS BE!N ESTABLISHED BETW!tN TH~ ECONOl'IIC orrIClALS 
•IF BOfH lUWAIT lND Tl'E ll,S, 

016511 

· . IN RESPONSE TO TB' MINISTER'S ODtRT lbOUT THI CUMBK~T 
~tTOlTJON I~ lH!N, COOPER NOT~D !IAT Tfft· GiNERlL SITOATtON 
•rPEARS TO It GiTT!~~ BETTER. PRODUCTION ON NOV. 12 ~AS 

--:.-HILLION 1'PD !~:> rr WAS BCPID T.!iU TU :~MILLION LiU:L "·' 
~ICHT BE RiAC!ID ~JV, 13, S~Pthv!~JiS WERI BACK AT WOR!i 

·.ut COLL&g WOR~lRS WlRi CUMI~G BlCl TO WCI! IN lNCRIASING 
• 'MHRSI ON!.J JUWI.JR, want COLLAR S?AYI WUll STILL ON 
. rftU& UI Hfif ue.a N0'1BUS. !HARG ISLAND IS s·rILL NC.T x 

~FlllfNTIAI. 
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P~ TWO C<NllDCNt'l~ ~ 16511 

FUNCTIONING. THi GOfiiNMENT 01 IRAN (001) BAS TAIEN l 

STRONG STAND ~ITH STRI,ERS& tI!LER THEY MUS? ~l~URN ro 
WOi.IC 01 BE FH:.ID. 11 'U!U !Ri l'IllD, TUY WU.L"LOS.t TUIR 
COHPANT HOOSING lMMIDllTtLT. 

:5. MINISTER ~u:Pr,n:• TJiT LAW AND ORDJ:'R HOS'l' H US'i'O!Uli 
NOW lN'D !HA'l' HE SA'rl NO ALTJ:FnlTIV:t TO THE SHU'S uc:cwr 
~CTIONS. SINCi TJ1 SITUATION IN TH~ OIL S?CTOR IS A 

iUNCTIOH" or TRI ~ENERAL SITOiTION IN IRAN, IT FOLLOWS 
T~!f OIL PRODUCTION WILL ~OT LE IOLLY RECOUPID UNTIL 
PUCI AHD LU .urn Oi.D.U !RI RiSTOUD. 

~. COOPIR R!CALLEJ 
THAT DORIHa BIS VISIT TO KUWAIT, Tlli OUiSTIOH 01 IN• 
CRIASID LilTING BAD BEEN RAlStD; BE NOTED TaAT If THI 
P~lSJNT UTU1.TION ~ONTlNUlS FOR UOTliER 1U HtKS IN 
IRAN, IT.HAY DI NEC£SS1Rl TO ASt THI 'OWAI?IS TO I~CIJlSt 
TRIIR LllTlNG. ALI l~AL!11 STAT~D TEAT RI BlD iilN 
INFORMED THAT TBR~~ TO roua DAlS PRODUCTION WOiTH 01 
PETIOLIUH HAS ~iEN LOST lS A RiSULT or THE IRANIAN StRI~i. 
TfflS IS NOT ' SERIOUS SITO&TIOH ftT iUf WILL BAYI TO 1£ 
COMPENSA!iD JOB ~EXT YEAR WlfB INCREASED PRODUCTION, IN 
OiDll TO HA[i OP THIS AMOUNT AS WlLL AS T'KING INTO 
CONSIDIRATION TiJ AMTICIPATiD lNCl~AStD DIHAND. COOPll 
NOTJD THAT SAUDI ARABIA HAS BE!H PRODUCING WELL AJOYI 
ITS "MORH•L'" LJYIL IOR TBi PAST SIYERAL D!tS. 

5. KlNlStl& STltiD lL!TLT TBAT IY THI USG VtRE PLANNIN~ 
TO AH lUUU TO lNCEASI: ITS LIJ'TtNr.S, '"I CIRTAHtbf 
liOPI TBI fAfATION ISSOI CAN P~ ~!T!!tD.• RB NOTID TilT 
FOLLOWING THI COOPER VISIT TO lOWAIT ii i1D RlIS1D TSI 
QUiSTION or POSSIBTLITT ~l INCRi!SINC flODUC!ION WIT! fUE 
CABINIT lND THAT IT WAS NOT iECf.Pflft AS LONG AS TSI 
!AXATION ISSCE WAS UNRtSOUID. .'LI UALIU HOPED Tlt.U' 
stCUTAR? BLUMiNTHJ.L WOULD BE IN .&. POSUIO~ TO R:USSIJRJ; 
T:!f. ~O! DURIN~ HIS OPCOHIH~ VISit. TU l'IIHIS'UR NOUD 
THAT HI UND.US'l'OOI> 'l'BA'f TU US IS "IN])l:PB~~JNT, • JUT SI 
llOPiD TH.AT 'l'IU use. UN.DUISTOOl> BOW IHPOllUHT ''BU OOUUl'IJ:Ni: 
TRIATID !HI~ ISSUi. 

~; COOP!l RECALLID EIS tOHG CONY~RSATtON VITB ~OWAITI 
FI~ANCI KlNISTiR ATEIQl ON THIS l~SUt (OJ TBI PiOPOSID lii 
REGULATION RILATtNr. TO S!CTION 8Q2 or TH IU CODI). 
COOPil NOTED tlUT ~Bl PROPOSED DRAFT RIGOLAfION BAS li~N 
PROHULGATID AND TB1T BIAiINGS ARE SCHEDOLiD TO ll HILD 4T 
THt END 07 J!NUAIY. SiCiETARl ILUHlN!BAL IS THI . 
iUTIOltTATIVI VOICE IN THi OSG ON fHiT SO~J£~f~!HD Bl WILL 
C•ITAINLl IE INTIRLSTID IN Tlli VJ1~ 01 fSt G:ile. 
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N~~NVf i5B039B~17~3 
t-? RIJQhI'R 
LY ROEHC #ct~3/J2 31€1153 
z ;a cc cc c z. z,; 
P R 1'015~Z ~Di 78 
fM S~CSTA?I ~ASBDC 

' . \: '"' t '...\ \·1~! ... 

!O RUQMlW/!~iMB!SSt ~U~iIT PRIORITY l150 
lhFQ RUQMal/AMiMBASSl ~BU DHA!I 17Z? 
·'d:fHRS/Al'l'fM'SA3.;r ALiH:nS 91/lt.6 
T!UinCR/USlhT BAGHD-~il 883£• 
l-.t.:: SRS/.lMEl"l'B>.Si.>Y C.r.HACAS :35313 
;;•,;~rlOD/AHli!M!ASST DC!iA 73\11 
; !)<OJIT/.lHlMBISSY JA~:AHTA 9oe~ 
RUOMRA/AMEMUSST JUDA 6"06 
h'J'.rAtS/.lMl~loAS:;f !.AC'rCS 31:;7 
11,;F"BLC/AM.EMBASSY LitRii:YILLI 51f:i2f. 
R~l~l!At/.A.H£::1ll~S~Y tHll DRLlil 4313 
~UtSQI/AMEMBASST Q~t·o 0~28 
9UQM~l/1MiMRASSf t~fRAN SJl? 
~U~MTI/AHIMBJSST TRlPOLI 6~1~ 
FU..,MAM/AM'E11BASSY Hil:iAMA 2424 
l~UQMMT/.l.HEMBASST MUSCAT 6!;)87 
'bT 
C O H l I II I N T I A 1 FINAL S!CTION 01' 02 STATE 28i.l~1~3/rt.~ .. 

~. KINISTti ilPLIEt THAT Hi w1s ·MoRt PESSIMISTIC,· THlT 
LONDON UN1IES WITl:f \/HOM lit PAS Ull~ CONSULTING 'l:Hi PA:)T 
FFi DAYS ARR CONVJhC£D T[lT JANUliY/fEBRUARY WILL iE fil 
FIAL !!STI~G PERIOD fOR TSi DOLLAR. INVISTMINT ~AU~IRS 
ARi NOT CONVlNCiD Td!T THi U~~ WILL TlKi ALL TBE ST~PS 
NlCESURT TO DlfJ!fl} T:IE DOLLAR AND TiEY AR!: POISED JOR 
TlSfINa OF OSG ~ILL IN THIS RE~lRD JN JAN/F~R. 1E 
THOUGH! TH1T Tii MAd~ AND ~OSBIBLY Tit liW WOULD RiMAIN 
n:E PUS SORE POINTS iOR TRE DOLLU. 

~- IN ltSPOHSl TO COOP~R oryraY AS TO ~BAT ~OULD CONVlNCI 
T .. ~ INVISTMSNT BAN~~RS THAT Tlli USG ~AS SERIOUS IN ITS 
D~F~N§I OF Tlii DOLL4R, ALI lliALlfA NOTI~ LAUGHINGLY 
TriAT THIY DCN'T SliiAR GOOD NFWS.• COOilR SAID THAT 
TREASURY IS ~Z!DY TO DL.lt WITH W~&~iViR 
PRO!LtHS MI~ET EXIST IN Ta~ MON~T H!k~~TS. 
PROBtlMS MIGBT IIIST IN TBi MONiT HlR~lTS. 
,0. ALl lElLIJA AS!iD IOR ~ORI DETAILS ON THZ ANTI• 
INFLATION STRATEGY. COO~iR Rl~LttD THAT THI USG ANTI• 
IN7LATJON STRATEGY 1RAM1WORK B&S .lLRIADY BilN St~TtD 
A~D TIAT NOW Tlil USG IS INVOLVID IN YILLING OUT THlT 
FRAMIWOR~ IN THI MOST AlliCTIVi MANNER. ~iOGR!M IS 
suisTlNTIAL AND lMtORTANT AND, CONTilRT TO PRESS TRiA1Ml~T 
01 IT, J>OIS un: SOHi TUTH, J>lRTICULULY WITU noun TO 
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1 ~ COMPLIAhCE CLAUSE. THI ~INYS~CJ WONJ~k!D HOV ~FF!CTIVI 
~.IS CLAUSF; 'i.'OULD ':-Ii:, !:lOW MUC!'. 0F 'IF.£ U.S. ECONOMY IS 
'~JECT TO DSG ~OhT~ot IN T!AT M!NNia? COOP!R RiPLIEn TliAT 

:•RGi SIGM£NT or THi U.S. ECO~OHY IS COMPOS£D Oi USG 
PC&!SES 01 GOODS AND SIRVIClS, l"CLUDING PAlkOLLS. ~ANI 

".~. fihMS A.U: NO'I' DIRE;CTLY r,nrCTED btl'l' ALL l'IAJOii 1IRMS 
·~r AND TREY WILL srr THE TONI FOR PRI;r~c FOR OTErR 1IRMS, 
: .VI~AL IMFOJTANT ~ECTORS OF T~~ ECCNOMY ARE NOT OHIONiiID, 
'.~CLUDlNG HIGHER EDUCATION, BAN~ING AUD !NSURANCi. TRiSi 
·!~TORS WILL LOOK TO ~RI GUI»!LINIS .AUD tROBAlLY ADHERE ?O 
~· ,,,M. 

ll. ALI lEAllFA AS~ED COOPER !bOUr ?Hi iONCTIONING Of TaE 
· lYEHAL JOINT COMMISSIONS WRICH Tlii U.S. CTlS ESTABLlSBlD 
• l'rll HUOOS COUN'fHIES ona T;n PAST Si:VERA.L BARS. 
r~OP!l iEPLliD THAT Ht WAS L~AVING T!AT iVENING FO! INDl• 
T~ CHAii fEZ ANNUAL MIETING Oi THE IN~o-u.s. JOI~T 
COMHISSIOk. INDIJ HAD DiCIDt~ AT !BE POLICY L~V£L !HAT IT 
~l~ HORI INTlRESTfD IN FCR~IGN INVESTHJNT THAN IN TttE PAS!J 
'HIT lHliICAN BUSaiSStS RUORT TEAT AT TF!E BURUUCRATIC 
l"VFL, INDIAN ATTITUDIS lPP~AR NOT TO H!Vi CHANGID. 
110PlR S!ID THAT TE~ YARIOUS JOl~T COMMISSIO~S HAY~ 
1hODUCiD HIXED PATTERNS Oi i£SULTS; SCM! ARR l'Rf USKFUL 
~ iHI HORI Ok LESS MORIBUND. VANCE ' 

llt 4~3 
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LIMITED OFFICIAL USE 

~'\'Al¢' 
J\C·\~~ul"I 17Nov78 u1 ~Zz 

NNNNVV ESB077RSA294 
RR RUQMHR 
DE RUESRS #0873 3202120 
ZN? CCCCC ZZH 
R 162109Z NOV 78 
FM AMEMBASSY CARACAS 
TO RUEHC/SECSTATE WASHDC 4659 
INFO RUQMBI/AMEMBASSY ABU DHABI 108 
RUFNRS/AMEMBASSY ALGIERS 298 
RUEHCR/USINT BAGHDAD 74 
RUFHOL/AMEMBASST BONN 328 
ROESOZ/AMEMBASSY BRASILIA 1774 
ROFHBS/AMEMBASSY BRUSSELS 228 
ROQMDH/AMCONSOL DHAHRAN 230 
RUQMOD/AMEMBASSY DOHA 85 
RUKOBT/AMEMBASST JAKARTA 321 
ROQMRA/AMEMBASST JIDDA 326 
ROQMKW/AMEMBASST KUWAIT 283 
RUTALS/AMEMBASST LAGOS 317 
RUFHLC/AMEMBASSY LIBREVILLE 93 
RUDTC/AMEMBASSY LONDON 1045 
RUEHME/AMEMBASST MEXICO 2620 
RUDKSNQ/AMEMBASST OS~ 56 
RUEHOt/AMEMBASSY 309 
ROFNPS/AMEMBASST PARIS 980 
RUESQI/AMEMBASSY QUITO 2387 
RUFHRO/AMEMBASSY ROME 507 
RUQMHR/AMEMBASST TEHRAN 378 
RUEHKO/AMEMBASSY TO!YO 257 
RUQMTI/AMEMBASSY TRIPOLI 292 
RUFRAU/AMEMBASST VIENNA 466 
BT 
C 0 N 1 1 D E N T I A L 

LIMITED 01fICIAL USE CARACAS 10873 

BRUSSELS ALSO FOR USEEC 

PARIS ALSO FOR USOECD 

E,O. 11652: NIA 
TAGS: ENRG OPEC VE 

ACTION: 
ECON S 
INFO: 
Ne 
DCM 
POI. 2 
PM 
OR 
ICA 
Al»t 
CRU 2 

SUBJECT: KUWAITI OIL MINISTER REJECTS REPORTS 01 ARAB-u.s. ACCORD 
ON OIL PRICES 

REF: CARACAS 10845 

1. VISITING KUWAIT OIL MINISTER SHEIK ALI KHALIJA AL SAB!ij 
REJECTED THE POSSIBILITY THAT THE ARAB COUNTRIES WOULD NIGO!l4TI 

LIMITED OF.flCIAL USE 
52 

LIMITED OFFICIAL USE PAGE TWO L6686 

AN OIL PRICE FREEZE ~ITH THE UNITED STATES OR ANY OTHER COUNTRY 
"BEHIND THE ~ACK OF OPEC", WHEN !SKID BY THE PRESS TO.COMMENT ON TSE 
VISIT or TREASURY SECitETARY BLUMiNT!!!L TO THE MIDDLE :UST. ·HT 
INSISTED THAT A DiCISION ON PaICES WAS ONE '!'U'l'eOULD BE TAKEN ONLY 
llTBIN TH! MEMBERSHIP or OPEC. TOGU'.Bift··nTi! BIS HOST, 'ENERGY 
MINISTER VALENTIN BERNANDJ:Z, -ALI" ll'.H!LlfA DENIED KNOWLEDGE Of A 
REPORTED SECRET AGREEMENT BETWEENTBE U.S. AND SAUDI ARABIA ON PRICES, 
WITH ~ERNANDEZ ADDING THAT If IT WERE A SECRET AGREEMENT HE WOULD 
HAVE NO REASON TO KNO'tj,!BOUT IT AND EVEN LESS TO TALK ABOUT IT. 
THE TWO MINISTERS ALSO EIPRESs~n OOUPTS ABOUT THE ACCURACY or 
RECENT PRESS REPORTS THAT SAUDI MINISTER YAMANI PUBLICLY SUPPORTED 
A PRICI lREEZE, BOT DECLINED TO COMMENT SPECIFICALLY ON THIS 
POINT, 

2. ALI KHALIFA REPORTEDLY DID EXPRESS HIS SUPPORT FOR A 
PRICING MECHANISM INTOLVING QUARTERLY INCREASES or BETWEEN TWO AND FIVE 
PERCENT, SAYING THAT KUWAIT WOULD TAKE SUCH A PROPOSAL TO THE 
D~CEMBER OPEC MEETING, AND EXPECTED IT TO BE1ADOPTED 
BY THE OTHER MEMBERS. WHILE HE AGAIN DECLINE• TO SPECIFY THE 
AMOUNT or INCREASE KUWAIT WOULD SiEK IN TH~ DECEMBER MEETING, 
H~ SAID AN INCREASE WAS NECESSARY TO ¥A~rIAtLr COMPENSATE FOR ~ 
LUSSES SUFFERED BT THE PRODUCING COUN!R!ES DUE TO INFLATION AND 
CURRENCY DEVALUATIONS, HE WAS QUOTED AS SAYING THAT If SECRETARY 
bLUNENTHAL "KNOWS or NO REASONS IN HVOR OF AN INCREASE, n CERTAINLY 
Do.• 

3. ALI-KHALIFA IS CLEARLY PROVING MUCH MORE ACCESSIBLE TO TH! LOCAL 
PRESS THAN WAS TAMANI, BOTH BECAUSE or HIS OWN PERSONALITY AND THE 
ABSENCE OF THE LARGE CONTINGENT OF BODYGUARDS, WHICH SURROUNDED 
TAMANI, AND KUWAITI BAS THUS ALREADY RECEIVED MUCH MORE COVERAGE 
~HAN YAMANI IN THE LOCAL PRESS. HIS REPORTED SUPPORT FOR A SYSTEM or 
QUARTERLY OIL PRICES INCREASES COINCIDED HERE ~ITH PRESS REPORTS 
fROM THAT TAMANI HAD ALSO COME OUT IN FAVOR or GRADUAL INCREASES; 
T~IS POSITION IS CERTAINLY IN KEEPING WITH THE VIEWS OF MINISTER 
HERNANDEZ THAT OPEC'S TRADITION or FOCUSING ONCE OR TWICE A TEAR 
ON THE PRICE QUESTION ONLY SERVES TO DIVIDE THE ORGANIZATION AND 
POSTPONE DECISIONS ON OTHER IMPORTANT MATTERS. 
LUERS 
:BT 
110873 
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N Nt>< NVV ESi:.~ .,,£1rlA047 
PP RUQMHR 
DE RUEHC #2417/ill 3220731 
z tlY 'ccccc zzH 
P 172326Z NOV 78 

COi\FI Dll\ TIAL 

FM SECSTATE WASHDC ' 'I' , 
TO RUQMKW/AMEl'IBASS., KUWAlT PRIORITY 4535 ! d :iO~ · · 
HFO RUQMB~ /Af'JE~iSASSY ABU DHABI PRIORITY 1780 
RUF'HRS/AMEMBASSY ALGIEJS PRIORITY 9117 
RUEHCR/USINT BAGHDAD PRIORITY 8906 
RUESRS/AY.Er£ASSY CARACAS PRIORITY 3576 
fi UQNOD/AMEMB ASSY DOHA PiUORlTY 7444 
RUKOBIIAMENoASSY JAKARTA PRIOHITY 9759 
RUQMkA/AMENBASSY JIDDA PRIORlTY 6158 
RUTALS/Af•IEL'iEASSY LAGOS PRIORITY 3256 
RUFHLC/AME~JBASSY LIBREVILLE PRIORITY 9844 
RUQt·IAl1/ANEi•'5ASSY MAllANA PRIORITY 2477 
RUQNMT/AMEMBASSY MUSCAT PRIORITY 6605 
RUFNPS/ANENBASSY PARIS PRIORIIY 2423 
RUESQI/AMENBASSY QUIIO PRIORITY 0961 
RUQMHR/MIEMBASSY TEHRAN PRIOftITY 8130 
RUQNTl/AMEl'il:lASSY TRIPOLI PRIORITY 6568 
BT 
C 0 N f l D E N T I AL SFCTION 01 OF 02 STATE 292417/ll 

PARIS FOR IEA 

E .o. 11652: GDS 

TAGS: ENRG 

016755 
ACTION: 
ECON-5 
INFO: 
A'lll 
OCM 
POL-2 
PM 
OR 
AD.'1 
!CA 
AGR 
C:<U-2 
12/G'H 

SUBJECT: SECRETARY SCHLESINGER'S DISCUSSIONS WITH MINISTEJ 
ALI KHAl.IFA 

1. Sll'JMARY. DURING 1·1/2 HOUR MEETING ON NOVEt<~~ER 13, 
ENERGY SECRETARY SCHLESINGER AND MINISTER KHALIFA DISCUSSED 
THE IRANIAN SITUATION, THE UPCOMING OPEC rRICE DECISION, 
OPEC PROD UC TI VE CAPACITY 1 AND I EA/OPEC RELA TlONS.- SEC!IET ARY 
SCHLESINGER BRIEFED THE ~IINlSTER ON THE US ENERGY LEGISLA• 
TION AND OIL PROSPECTS IN CHiriA AllD NEXlCO. HE ACCEPTED 
AN lNVlTATION TO VISlT KUWAIT IF HE TRAVELS TO IllE MIDDLE 
EAST IN EARLY 19751, AS HE IS TENTATIVELY Pl.ANNING. END 
S ~iMARY • 

2. WHILE THE IMMEDIATE SITUATION IN IRAN WAS REGARDED AS 
ENC OU RAGING, SE CR EI AkY SCHLESINGER EXQRESSED CONCERN OVEH 
THE LONG TEftN CONSEQUEllCES OF IHE EVElvTS IN IRAN. HE SAID 
THAT IT WOULD BE VERY DIFFICULT TO RECOVER PREVIOUS STABILITY 
IN THE MIDDLE EAST, AND THAT SHOULD tr.£ SHAH Bii: l'PJWWN our, 
THE AREA WOULD BE PLAGUED WITH IWSTABILil'Y FOfi A DECADE. 

3. THE TWO NIN IS TE RS AGREED T;1AT I HE SOVIETS WERE NOT 
RESPONSIBLE FOR THE IRANIAN TROUBLESBUT NIGHT 11.'ELL SEEK 
TO TAKE ADVANTAGE OF THEM. THEY ALSO AGREED THAT KHO~IEINI 
AND SANJABI W.i:RE LESS ORGANIZED THAN THE Eh'1'RE1•j£ LEFTIST 
rnnCES IN IRAN. SECRETARY SCHLESINGER SAID THE IRAN IAN 
SITUATION WAS PARTICULARLY DISTRESSING SI~CE IT FOLLOWED 
RE:CENT EVENTS IN THE TWO YENENS AND IN AFGHANISTAi:. HE 
SUGGESTED THAT PAl(ISTAN MIGHT BE THE NEXT PROBLEi·I SINCE IRAN 
S£!1VEDSAS A 2UTTRESS TO PAY.I STAN. NHHSTER KHt.LIFA SAID 
T:~r,r VIRTUALLY ALL ~llDDLE EAST COUNTRIES, INCLUDING IRAQ, 
HCPl.:D THE SfiAY COULD Vi!:ATHER rnz C!'!lSIS. 
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4. i'iliHSTER KHf'.LIFA MAINTAINED THAT AN HONEST GOVERNMENT 
"tJD knrn DISHIBUTION OF Triii: CCiUIV"lRY' s WEALTH liiAS THE 
l.UNG-TERt·I SOLUIIOii FOR !RAil. SECRETAl1Y SCHLESINGER COM• 
1') i::t•T.E.u rnt-z THE ~HAH' s "\llHTE REVOLUTION"', WHICH KHOMEINI 
A HACKS AIMED A'f REDISTRIBUTIOt~ OF INCOME. 

~. RE THE A5U DH;.BI PRICE MEETING 1 KHALIFA SAID THAT HED 
EXPECTED A "tr.ODERATE" INCREASE Cl0· 15 PERCENT> TO BE THE 

f lNAL OUTCOi·lE. HE SAID NO DECISION HAD YET BEEN MADE AND 
1" TENSZ LO SB YI l:G WOULD !JOT BE ~11'1 &Jl/Tll. 1:>~tif. HE SAID 
I hE OPC:C m:nsn:ns WOULD CONSIDER 'H.'O. POSSIBLE SCEtMRIOSa 
<I> A SINGLE PfiICE INCREASE VALID FOR ONE YEAH,. AND (2) AN 
l ta TI AL rncREASE CE .G., 5 PERCENT> FOU.Oli/ED By Si'lALLt:R 
l ~Cfll.!:ASES CE.G., 2-3 PERCENT> EACH QUARTER OVER THE NEXT 
l~JO YE:A11S. TO SE:CRETARY SCHLES11'GER'S QUERY, HE 
MAINTAINED THAT THE MARKET WOULD SUSTAIN PERIODIC PRICE 
l NCfll::AS[S EVEN IF IRAN RETURNS TO FULL PRODU.CTION AND 
IJROwHi RATES IN THE INDUSTRIAL COUNTliIES ARE REDUCED. HE 
f'f<OJECTED DEMAND FOR OPEC OIL IN 1979 AT 31.5-32 NMBD, UP 
~·koM 29-30 l•lNBD rn 1976. 

ti. MI NI STER KHALIFA SAID THAT HE WAS CERTAIN PRACTICAL 
UPEC VilODUCTION CAPACITY WAS DRAMATICALLY LESS THAN THE 
.rn Mr'lBD THAT IS SONETINES REPORTED• USING KUWAIT AS AN 
lXAl·lPLE, HE SAID THAT ITS OFFICIAL CAPACITY WAS 3.8 MMBD 
llUT Pi1ACT1CAL C/1PACITY WAS ONLY 2 .5 MMBD • HE NOTED THAT 
:.iAUDI ARABIA, \lllILE CURRHTLY PRODUCING OVER ITS CEILING 
U ECt1USE OF THE foANIAN SlTUAHON, l::OULD lWT OBJECT TO A 
l'l!ODUCTION LEVEL OF LESS THAN THE 8.5 MNBD CEILING• 

7. SECRETARY SCHLESINGER SUGGESTED THAT THE IEA WAS EN• 
llAGEDSIN SOME P.CTIVITIE.S -- QflOMOTING CONSERVATION, DEVE• 
1.UP!tlG AN EQUIHJ3LE AWLOCATION SYSTl.:::i'l FOR SHARING OIL 
1 N TH'l/.!:S OF SHOiiIAGE -- THAT l;!OULD ALSO HOLD BENEFITS FOR 
Ul'£C. HE SAID THAT THE !EA t-lO LONGER WAS A CONFRONTATION."L. 
ul<GAtHZATION AND KONDEflED IF IT COULD BE USED TO FACILITATE 
11HTER PHODUCER/CONSUNEP. COOPERATION. MINISTER KHALHA 
:; A ID THA r r:o sr (.J PE c NA Tl Qi; s UERE 0 ti PUBLIC E ::CORD IN 
uPPOSITlON TO IEA. NO FORl-iAL.. IEA/OP£C DIALOGUE VAS NOW 
PUS SIBLE, ALTHO UG;{ INF'0:1i-iAL IIWORi•JA TIONAL EXCHAr:GE AT 
:.;r AFF Ll::VEL COULD cE USEFUL. ACCOf.D ING TO lHiHSil!:R 
;< HALIFA, THE PHODUCERS Airn CONSUiiEi-lS SHOULD SPEND THE 
1, LXT H'O YEA?.S DCC ID rnG /l.~'~ONG THE:i;JSELVES THI:: IR OWN tlEEDS 
,,~.D PRIOI:rncs u.s THC: OPEC ViEbBEi:S \;;UULD Gu rn Tii£ NEW 
:;IRATiG IC COi·HHTTEE) ArER 'WHICH THJE SOi·lE TYfE OF ((£-
1'11.:.SEi;TATIVE PnO:JUCER/COiiSUr1ER DIALOGUE MIGHT BE POSSIBLE. 
1.i SUCH A DIALCGU:::,.ONLY 1~ATIONA1. M!i~IS!LHS ~.'OULD SPEt.K, 
L UT OPi!:C AND !EA COT!LD ATl'Zt\D AS 03SERVEHS. 
.11 
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PAP.IS F'O P. H.: A 

8. ~Ci;CT;'.T:Y SCHL:::srnGER ASSU;";E:D THE MINISTEH THAT THE NEW 
US ENE:?GY ?:\OGRA:•J \!OULD BE nIGOflOUSLY Hl?LEMEt~T:::O ANO 
\lOULD EE EffECTI VE. HE SAID HS W8ULD USE THE AUTHORITY 
TO THE Nt,xr;:un TO FQf;CE r:-t:: r:u;::;rnG 01 COAL IN INDUSTRIAL 
!d\D UTILITY EOlLEf-;S. THEHCOi\SERVATIOl~ PROVISIONS OF THE' 
Li::GISL.ATIOij WILL HAVE A SUBSTA!\TIAL IMPACT• THE .PROVISIONS 
ON NATURAL GAS Pf.ICING SHOULD PRODUCE COllSlDERABLE 
QUANTITIES OF NEW GAS AND IN THEMSELVES ENSURE A REDUCTION 
IN US OIL HlPOiHS 3Y MORE THAN ONE Mt>iBD BY 1985 • THE 111• 
PACT OF' ALL THE l\EW LEGlSLATIOll WILL oE TO REDUCE 011. 
IMPORTS II~ 1935 BY 2.5-3 MMBD BELOW THE LEVEL THEY OTHER­
\HSl: WOULD HAVE EEEll • THE SEC:1ETARY SAID THAT WE NOW 
i:.:XPECT 19S5 OIL UJPORTS TO BE AROUND 9 MMBD. 

9. RESPONDING TO Mltl!STER KHALIF'A' S QUERY, SECRETARY 
SCHLESil:GErl ADMITTED THAT SOME OF' THE ADi-lIN ISTnATIO N 
I r.:n.HIOtl F"IGHTEl1S WERE EXI:r.TrnG PP.ESSur.E: AGArnST EAISillG 
U!: DON!.'::STIC OIL PRICES TO wo:-:LD LEVELS. THE DECISION Oil 
THIS ISSUE: ~JOULD EE Tt.KEN t·lEi:'fHYEAP.. THE SECRETARY EX­
PRESSED A STRONG VIEW THAI IHE PRI.CES SHOULD :OE :-!AISED. 

lC. SECRETARY SCHLE41INGER Bi:IEF'ED MINISTER KHALIF'A ON Oil. 
Pi:OSPECTS IN CHINA AND MD'1CO. !{E PLP.CED CHu;:::z:::: TOTAl. 
CPnOVED AND UNPROV£J)) RESEnVES AT w~ GILLION BARRas (CIT 

I t\G A CIA FUBLICf.TION>, HALF' OF \!!HICH \'.'P.S ON-SHOF!E AFD THE: 
J;.Ei1AHlDER OFF'-SHOl1E. HE EXPECTED THE CiHNESE TO USE \!ESTEF( 

!'IP.MS TO EXPLORE F'OR OIL IN THE OF'F'SHOEt: AREAS. HE NOTED 
THAT THE CHitJESE ARE OVER OPTIMISTIC /I.BOUT THE AMOUNT 
OF REVENUES THEY COULD EXPECT IN THE NZX! FEW YEARS FROM 
0 IL EXPORTS. 

11. SECREZARY SCHLESINGER CITED MEXICAN ESTINATES OF 
cSJ BILLIOl~ BAfu1ELS OF PROVEN RESERVES AliJ SAID f'if:XICO 
PROBABWY HAD MORE THAN AN ADDI TI ON AL 10~ BILLION 
BARRELS IN RESERVES. HE ANTICIPATED MEXICAN PRODUCTION 
pr -4-5 Mi1BD BY 1965, 3 l1l1BD OF' WHICH \iiOULD BE EXPORTED. 

12. SECRETA!1Y SCHLESINGER MENTIONED TdAT HE WAS TENTATIVE, 
LY PLANNING A TRIP TO THE NIDJLE EAST Ill EITHER JAtlUAJY . 
OR THE EARLY SPRHG. HE RESPQt;DED POSIHVELY TO THE 
WINISTER'S INVITATION TO VISIT KUWAIT AT THAT TIME. VANCE 
BT 
12417 COr·iFIJENTI;\L 
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:iUllJECTS 

1'ARTlCIPANTS: 

CONF:tDENTIAL . 

MEMORANDUM OF CONVERSATION 

~ 
~rJ 

DATE: November 29, 1978 

PLACE: Political Officer's 
Residence 

Kuwaiti University Students; Iran and Kuwait; 
Opposition to Ruling Family; Moslem Conservatism; 
Shi'ites; Biographic Information 

• Moharmnad Al-Rumaihi, Kuwait University Professor and 
Editor-in-Chiev' of Arab. Times 

Peter A. Sutherland, DCM, Ainerican Embass~wait 
James L. Clunan, Political Officer, American Embassy, 

Kuwait 

.llSTRIBUTION: AM!l ECON INR/RNA & INR/OIL/B 
DCM 
POL-3 

USLOK USINT BAGHDAD 
NEA/ARP Amembassy TEHRAN-2 

-----------------====~,.,,,,,,.,--
•C) Back_g_~·ound 

1C) During a reception held by the Ambassador for visiting Treasury 
·:Lcreuiry Blumenthal and his delegation, Rumaihi told the Secretary 
1 J,~c: he shouldn't be talking to the people at this recepticn; if he 
· e;,ll,y wanted to know what was going on in Kuwait and who would be 
i 1, charge in a few years, he should be looking elsewhere. We followed 
••p 0,1 these remarks by inviting Rumaihi to lunch. Over the course 
•if ~hreehours' discussion, the following emerged. 

1U) Rumaihi, who teaches at the University, told us he devotes the 
··"rly part of the morning to lectures and classes. Later in the day 
t;c goes about his business around town but is not compelled to spend 
~ fixed number of hours at his newspaper. Close supervision there 
i :, ·~xerci.sed by others. This regime gives Rumaihi time to contemplate 
.:u.,-ait society and its defects. 

(U) Kuwaiti University Students 

\U) Rumaihi said that a number of students are suffering hardships 
.iL·Lause of the rapid rise in the cost of living. Of course, the 
•:uvernment provides free education, but the student is on his own as 

Jrafter: POL:JLClur1an:bms 12/17/78 
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l1r dH housing and meals arc; ~0ncernced. A majority of students are 
1 •iking part-time jobs to make ends meet. None of this struck us as 
"·11 tlcular ly trouble some, in view of the number of Americans who 
~··t~·e to_ work their way through college. Rumaihi acknowled5ed this 
~Gl<:~. but went on to note the important factor for the students is 
r l:c. 11)pearance of hardship in comparison to others. In contrast 
1 

•: t.!w w'''"',lchy and well-to-do, a number of students classify them­
·'· r; 1''1·1..!3 u:; 'poor. 11 

1U) Thcr~ are.also social pressures on the student brought by the 
,,_.,.,:.,c weal th displayed by some members of the student body. Some 
•emale students come to class with a brand new outfit every third 

(1 ·;y ~ut most do no~. More and more of the latter, who cannot keep 
1ir, with tl:e competition in clothing, are taking to the traditional 
c•HHume of Kuwaiti women, veil and all. 

1 •:) Sutherland cited the study by Tawfic Parah which concludes 
Ll1at Kuwaitis.in th~ University place their religion ahead of other 
·.' l l.,gi.a11ces, 7nc luding their family, country, and race. (The study 
.l -'·• Lo appt.>ar in the December 1978 issue of the Journal of Social 
!_-.:•.Y::_h0lo£+.) Rumaihi agreed that students are showing greater 
.111:2resl in Islam. It serves as a mask for rebellion he said. In 
_1 !11.3 _r~gaz:d, Rum':"ihi ad~ressed himself to the notion ~f "sharing 
,_, .. 1,..,i. 1he ruling family does not do this, and students resent 
''. as .well as their relative "poverty." The conventional outlets '··1:. tll1~ r~sentment do not exist: There are no student organizations 
1, r ..... rnatt..ei; the press is controlled; there is no National Assembly. 

'· 1'""11:: th~se, the students join Moslem groups and vent their dis-
:;-.1 L:dacti.on under cover of exhorting the Government to be more 
;-•,aJ.ously Moslem in its conduct. 

it .. ) Irdn and Kuwait 

( L) Ev<·nt<; in Iran are .!J~ centra•l topic of conversation. Rurnaihi 
Uwu1~ht the events there boded ill for Kuwait in that history would 
riot precisely repeat itself here but that som~ of the disabilities 
oi ti~ regime in Iran are also present here. 

(C) Oppo:;~.!_ion to Ruling Family 

( C), H~ refrrred to corruption. "The Shah is in his twilight. His 
«ULno:::ity k1s been undermined by the corruption of thos,; around him 
those he ~rusted. I have analyzed these in my recent article in ' 
£<_L-S_iSals 3 ·_" . Rumai.hi said: "In former times the rulers of Kuwait 
11;not e r f<tmily were not vulnerable to charges of corruption." The 
Sabahs had remained aloof from business, but in the middle 60's the 
tami~y ~ntered commerce and finance in a big way. Traditionally, 
thr;. Sheikh c•f an Arab tribe did not directly involve himself in the 
business of the tribe so that he could remain impartial; he relied 
"" the. rner11bers of the tribe. to provide for. his livelihood, which 
tl~y did for so long as he deserved it. The Sabahs traditionally 
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i 1el Lhis role in Kuwait even as the society evolved from a tribal 
,,.,L to a mixed commercial cum desert community. When in t:he old 

' l)S the men Of the great coiiimercial families and the Captains and 

3 

' 1 •• hurmen went away for months, the Sabahs were left behind to look 
"t'-'1'. the town and the welfare of the women. In short, they were 

l •• rdians, but now the Sabahs have abandoned this tradition and 
uple are beginning to say they thereby have lost their Sheikhly 

I :.im to authority. 

• 1 l Rumaihi also alluded to discontent with the Sabahs among the 
.. lthy merchant families who resent the inroads made by the Sabahs 

··1 o business areas where the profits traditionally would have been 
·.·served to such families. 

' ) Clunan said Kuwaitis had assured him that Kuwait would not go 
1 '•e way of Iran because of its attention to the ,Welfare of all its 
1···uple. Elaborating this thesis, which we 'have heard m0st recently 
• r,,m che Chief of Staff, Kuwait Armed Forces, Clunan explained that 
1 !1c extensive social welfare schemes in Kuwait are said to deny the 
l""-~'-bility of discontent such as that which has arisen among the 
I' .. n:,m middle class who are afflicted with inflation and the poor 
, .. , ,,·Le who are left out of the modernization process. Rumaihi 

'.f '.'ed at this notion. For one thing, he noted it leaves out half 
1 .'1c ':esidents of Kuwait who, not being Kuwaitis, get fewer social 
\.,.,..,fits as well as lower pay for doing the same job as Kuwaitis 

work alongside them. 

Ir:) Moslem Conservatism 

·•.) Rumaihi's sharpest comments centered not on the defects of 
I ,,,-,,it's elaborate social welfare scheme but on the flaws of the 
~. c:Jership. Besides corruption, RUl)laihi spoke of hypocrisy. The 
• .. t foduction of stricter law in accordance with Moslem tradition 
'-·•uld not affect the scofflaw attitude of Establishment Kuwaitis. 
1 .. cited such examples as the prohibition on alcohol and modesty 
: .. L<.1thing costumes, both already introduced, and mo:it r~cimtly the 
,., <')'Dsed application of Sharia Law to criminal punishment which is 
,., ,,;1osed in the new Penal Code. Rumaihi voiced the usual criticisms 

:.his proposed measure, namely the likelihood that it would be 
.. ru1·ced according to a double standard, its unsuitability in the 
.. '.d·n world, and"che lack of thorough modern and psychological 
;.c.<.1rch into the causes 0f the "upsurge" in crime that was cited as 

· l.c- principal justification of the new Penal Code by its advocates. 

· •.) ~tumaihi predicted that, after all the debating, the arguments 
'" ,J:e press and the rest of the uproar, the Government will intro-

1,·" Lhe Code without important changes, just as they had done la&t 
.i:;i,.vr with the Rent Law. He said that, without Parliament and 

'1bLr reliable institutions for gauging the people's views, the 
1:,,,•,nunent will be able to .claim great pub~ic support for the measures 
1,y ~:'.ting selected statements in the newspapers. 

CONFIDENTIAL 

59 



CONFIDENTIAL 4 

(C) While the hypocrisy and the anachronism associated with the 
11.cw Penal Code are troubling, Rumaihi was more worried that conser­
•:ali ve religious pressures would get out of control. As in Iran, 
:hey arise in many cases from an emotional, rather than a reasoned, 
::1.>act.ion to the modern world. The real danger in it all lay in 
1 !1<• 1.eaderGhip's failure to see clearly where the revival of religious 
1"<1nservati:>m would lead. "What is next?" he asked rhetorically. 
,-, 't.E'r the criminal code we could see the enforcement of the Zakah 
'1s1amic taxation) and then why not the prohibition of insurance and 
''"' taking of interest? For Kuwait, which intends to rely increas­
:,1gly on such income as a major national resource, such a proposition 
' ' J udicroas. Moreover, full application of Islamic law wou).d 
"'"d leng1; the legitimacy of the rule by the Sabahs, who after all 
l::tv'-' no claim to the Caliphate. 

"1·) C luna':'l asked about Shi' i tes. Rumaihi did not seem we 11 informed 
hi.t: <Jt fere l these points. There are no important Shi'ite Imams here. 
, .. H11"' Shi' it es have circulated leaflets. "I have seen some of them; 
1 ic-y are critical of the Shah and the Amir as well." 

' 1:) COMME"IT 

re) Despite his tantalizing remarks to Secretary Blumenthal, 
l"·1n1i hi did not ever clearly say who he expected would be running 
;·"·.v:•ic in a few yeaA time. 

3iogr2J!hic Information 

• 1 ) R\llr.aihi said he was not popular with the authorities; he gave 
.,.uq;les. He had had his passport lifted for two months at the end 

:t.e summer after returning from London where he had made public 
.:I ":nents »hich the Government did not like. Also, he has been 

• 1· 1 "ped of editors hip of the Journal of the Gulf and Arabi.an Penin-
,; ,. St':!_dies .• a scholarly quarterly. - -- --- -- ---
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FM AMEMBASSY KUWAIT 

TO RUEHC/SECSTATE WHASDC IMMEDIATE 2S27 

INFO RUQMBI/AMEMBASSY ABU DHABI IMMEDIATE 4330 

RUFHRS/AMEMBASSY ALGIERS IMMEDIATE 900 

ZEN/USINT BAGHDAD POUCH 

RUESRS/AMEMBASSY CARACAS IMMEDIATE 410 

RUQMDH/AMCONSUL DHAHRA!j IMMEDIATE 3846 

RUQMOD/AMEMBASSY DOHA•'IMMEDIATE 2245 

RUKOST/AMEMBASSY JAKARTA IMMEDIATE 345 

RUQMRA/AMEMBASSY JIDDA IMMEDIATE 5910 

RUTALS/AMEMBASSY LAGOS IMMEDIATE 364 

RUFHLC/AMEMBASSY LIBREVILLE IMMEDIATE 221 

RUDTc/AMEMBASSY LONDON IMMEDIATE 3625 

RUQMHR/AMEMBASSY TEHRAll IMMEDIATE 4619 

RUQMTI/AMEMBASSY TRIPOLI IMMEDIATE 1205 

RUFHAU/AMEMBASSY VIEN!IA IMMEDIATE 369 
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E.O. 11652; GOS 12/11/84 (MAESTRONE, FRANKE.) <JR-'fl 
TACSS: ENRG, 9PEC, ,,KU, US 

SUBJECT : FOLLOW-UP TO SECRETARY BLUMENTHAL'S. l'fIODLE EAST 

TRIP 

REF; STATE 310048 (NOTAL) 

1. (C-ENTIRE TEXT) SUMMARY: DURING DEC 11 MEETING WITH 

KUWAIT OIL MINISTER PRIOR TO HIS DEPARTURE TO ABU DHABI TO 

ATTEND OAPEC A!ID OPEC MEET!~" THERE, I REFERRED TO CONSIDERA­

TIONS PRESENTED BY SECRETARY BLUMENTHAL IJURING HIS NOV 21-22 

VISIT TO KUWAIT WITH RESPECT TO FORTHCOMING OPEC PRICE 

DECISIONS. THE MINISTER INDICATED HIS DISAGREEMENT WITH THE 

BLUMENTHAL POSITION A!ID EXPRESSED THE VIEW THAT FAILURE TO 

INCREASE THE PRICE OF OIL WOULD BE UNFAVORABLE TO BOTH US 

A!ID KUWAITI INTERESTS IN TERMS OF STIMUJ:~ATING ALTERNATIVE 

SOURCES OF ENERGY. HE INDICATED SUPPORT FOR A "MODERATE" 

PRICE INCREASE WITHOUT DEFINING THIS IN PERCENTAGE T~, 

BUT STRESSED T~AT HIS OBJECTIVE AS THIS YEAR'S PRESIDE!IT OF 

OPEC WAS TO MAINTAIN OPEC UNITY DURING THE MEETING. HIS AIM• 

THEREFORE, WAS TO REACH A "REASONABLE COMPROMISE" AGREEABLE 
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TO ALL MEMBERS. THE OIL MINISTER DID NOT EXPECT Tf!E CURREK-CY 

BASKET QUESTION TO RECEIVE MUCH DISCUSSION AND HOPED TO AVOID 

ANY DETAILED CONSIDERATION OF THE MATTER. END SUMMARY. 

2 • I WAS UNABLE TO MEET WITH OIL MINISTER SHAIKH ALI KHALIFA 

AL-SAllAll UNTIL DEC ll BECAUSE OF HIS UNAVAILABILITY DUE TO 

REGULAR SUNDAY CABINET MEETING DEC 10. BY THE TIME I MET 

HIM, HE HAD ALREADY RECEIVED HIS f'INAL INSTRUCTIONS FROM THE 

AMIR PRIOR TO HIS DEPARTURE TO ABU DHABI THE SAME EVENING 

WHERE HE WOULD FIRST ATTEND OAPEC ME!;',gNG BEGINNING DEC 12 

AND THfiN STAY ON FOR THE OPEC MEETING DEC 16 • 

3. I ClPNED-MY DISCUSSION WITH THE MINISTER BY NOTING HE 

lllUl HAD A FULL DAY OF MEETINGS WITH SECRETARIES BLUMENTHAL AND 

SOHLESINGER AND UNDER SECRETARY COOPER DURING HIS NOV 11 

WASHINGTON VISIT. HE OBSERVED THAT HE HAD A GOOD EXCHANGE 

OP VIEWS WITH SCHLESINGER AND COOPER, BUT THAT HIS MEETING 

111111'.J! SECR!:TARY BLVMmlTHAL WAS A BIT "TENSE." (WHICH 

I REC!::fVED REPORTS OF THE SCHLESINGER AND COOPER MEETINGS , 

R!lGR!:TTABILJTY I HAD NO INFORMATION CONCERNING .THE BWM!:NTHAL 

MEETING DESPITE MY REQUEST FOR THIS TO THE TREASURY 

DELEGATION VISITINq KUWAIT.) ALI KHALIFA WENT ON TO NOTE 

THAT HE FOUND THE TWO PAPERS "GIVEN BY TREASURY TO FINANC!; 

MINISTER AL-ATEEQI UNWORTY OF THE LEVEL OF FINANCIAL EXPER­

TISE REPRESENTED IN KUWAIT. 

4 • FOLLOWING THIS LESS THAN SATISFACTORY Cl'ENING TO OUR 

CONVERSATION, I TOLD THE OIL MINISTER THAT I DID NOT WANT 

TO REVIEW THE POINTS MADE BY SECRETARY BLUMENTHAL DURING HIS 

VISIT HERE BECAUSE I WAS SURE HE WAS ALREADY FAMILIAR WITH 

THEM. DID. HOWEVER. WANT TO EMPHASIZE WHAT I f:ONSIDERED 

A SIMPLE AND INCONTROVERTIBLE FACT, NAMELY THAT ANY INCREASE 

IN THE PRICE OF OIL WAS BOUND TO HAVE A PROFOUNDLY UNFAVOR-

ABLE EFFECT OF WORLD ECON<»!Y. ALL KHALIFA CHOSE TO DISAGREE 

EVEN ON THIS POINT, STRSSING HIS VIEW THAT FALfURE TO 

INCREASE THE PRIC!; OF OIL WOULD DO BOTH US AND KUWAITI 

INTERESTS A GREAT " DISFAVOR." HE MAINTAINED THAT WITHOUT 

THIS KIND OF INCENTIVE, EFFORTS TO DEVELOP ALTERNATIVE 

SOURCES OF ENERGY WOULD NOT BE STIMULATED. IN REBUTTAL; •. 

I SUGGESTED THAT TECHNOLOGY COULD NOT BE REGARDED JUST 

AS A FUNCTION OF FINANCIAL INCENTIVE. 

BT 
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0 lll505Z DEC 78 

FM AMEMBASSY KUWAIT 

TO RUEHC/SECSTATE WASHDC IMMEDIATE 2526 

INFO RUQMBI/AMEMBASSY ABU DHABI IMMEDITATE 4331 

RUFHRS/AMEMBASSY ALGIERS IMMEDIATE 901 

ZEN/usiNT Bl.GHDAD POUCH 

RUESRS/AMEMBASSY CARACAS IMMEDIATE 411 

RUQMDH/AMCONSUL DHAHRAN IMMEDIATE 384 7 

RutfMOD/AMEMBASSY DOHA IMMEDIATE 2246 

RUKOBT/AMEMBASSY JAKARTA IMMEDIATE 346 

RUle!RA/AMEMBASSY JIDDA IMMEDIATE 5911 

RUTALS/AMEMBASSY LAGOS IMMEDIATE 36.5 

RUFHLC/AMEMBASSY LIBREVILLE IMMEDIATE 222 

RUDTC/AMEMBASSY LONDON IMMEDIATE 3626 

RUQMHR/AMEMBASSY TEHRAN IMMEDIATE 4620 

RUQMTI/AMEMBASSY TRIPOLI IMMEDIATE 1206 

RUFHAU/AMEMBASSY VIENNA IMMEDIATE 390 

BT 
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DEPT PASS TREASURY 

5. itETURNING TO MOP.£ SPECIFIC ECONOMIC MATTERS, I STRESSED 

THAT A SUBSTANTIAL OIL PRICE INCREASE WOULD HAVE A DEPRESSING 

EFFECT UPON THE DOLLAR, WHICH WOULD BE CONCERN TO KUWAIT 

WITH ITS OIL-GENERATED DOLLAR INCOME AND ITS EXTENSIVE 

INVESTMENTS IN THE US. I REMARKED THAT THIS FACTOR-SEEMED 

TO BE APPRECIATED BY THE OTHER GULF STATES WHERE AN APPARENTLY 

MODERATE VIEW READING A PRICE INCREASE PREVAILED IN 

CONTRAST TO KUWAIT'S VIEW WHICH WAS GENERALLY DE5CRIBED AS 

MORE EXTREME IN THIS RESPECT. I OBSERVED THAT, BECAUSE OF 

THE PUBLICITY GIVEN ALI KHALIFA AS PRESIDENT OF OPEC DURING 

THE PAST YEAR, KUWAIT'S ROLE WAS BOUND TO BE A FOCUS OF 

ATTENTION AT THE FORTHCOMING OPEC MEETING. 

6. RECALLING THAT KUWAIT SHARED MANY MUTUAL INTERESTS, BOTH 

IN BILATERAL TERMS AND WITH RESPECT TO THE WORLD AT LARGE, 

I EXPRESSED THE HOPE THAT THESE CONSIDERATIONS WOULD BE 

TAKEN INTO ACCOUNT AS HE PARTICIPATED IN THE OPEC DELIBER­

ATIONS. I NOTED THAT IN SECRETARY BLUMENTHAL 1 S MEETING WITH 

THE AMIR THE LATTER STATED THAT KUWAIT WOULD ACT WITH REASON 

AND MODERATION WITH RESPECT TO AN OIL PRICE INCREASE. THE 
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hMIR HAD SAID THAT KUWAIT DID NOT WANT TO HURT THE WORLD 

ECONOMY AND IT RECOGNIZED INTERDEPENDENCE. I CONCLUDED 

THESE COMMENTS BY NOTING THAT THE OIL MINISTER HAD ALREADY 

MET WITH THE AMIR THAT MORNING AND PRESUMABLY HAD CLARIFIED 

KUWAIT'S POSITION FOR THE OPEC MEETING. 

7. ALI KHALIFA STATED THAT KUWAIT'S POSITION 

WAS QUITE CLEAR; AS PRESIDENT OF OPEC HIS OBJECTIVE WAS ro 

PRESERVE OPEC UNITY IN THIS MEETING. HE WOULD, THEREFORE, 

SEEK TO ACHIEVE A "REASONABLE COMPROMISE" AGREABLE TO ALL 

OPEC MEMBERS. 

8. ! EXPRESSED THE HOPE THAT ANY PRICE INCREASE WOULD BE A 

VERY MODERATE ONE, NOTHING I DID NOT CONSIDER 10 PERCENT 

MODERATE. I SUGGESTED THAT, IF THERE WAS ANY THOUGHT OF 

ESTABLISHING A SYSTEM OF PERIODIC PRICE INCREASES, IT WOULD BE 

SUBJECT TO REVIEW BEFORE ADDITIONAL INCREASES BEYOND THE 

FIRST ONE WERE PUT INTO EFFECT. ALL JCHALIFA RBJECTED THIS 

SUGGESTION, NOTHING THAT HIS CREDIBILITY AS PRESIDENT WOULD 

BE JEOPARDIZED IF HE TOOK THIS POSITION. HE EXPLAINED THAT, 

DURI~G THE af" WA OPEC MEETING EARLIER IN THE YEAR ON THE 

SUBJECT OF A , ARRENCY BASKET, HE ,HAD DELAYED ANY ACTIVE 

CONSIDERATION OF THIS MATTER BY USING THOSE PRECISE TACTICS. 

AS A RESULT, HE WAS ABLE TO FORESTALL ANY CONSIDERATIONS OF 

THE CURRENCY BASKET. (FYI: THIS STORY CERTAINLY DOES NOT 

CONFORM TO REPORTS AND CONVERSATIONS WHICH I HAD WHICH CONFIRMED 

THAT ALI KHALIFA WAS A PROPONENT OF THE CURRENCY l!ASKET. 

END FYI) IN ,RESPONSE TO MY QUERY, THE OIL MINISTER SAID HE 

DID NOT EXPECT 'THE CURRENCY BASKET QUESTION TO BE CONSIDERED 

DURING THIS OPEC MEETING AND , INDEED, HOPED THERE WOULD BE NO 

DISCUSSION OF. IT. 

9. CONCLUDING OUR DISCUSSIONS, I T.HANKED THE OIL MINISTER 

FOR RECEIVING ME AT SUCH A BUSY MOMENT ON THE DAY OF 

HIS DEPARTURE. 

BT 
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:;uaJ<:CTI IRl\tllAll FcEQUEST ror. SUPPLIES OF kl!:ROSEllE AND WIS 
u!L 

1.0UnlNO A llEC It t<iE:ETING WUH OIL l'lJNISTER SHAIKH ALI 
~nALIFA AL•SAdAH ON AJOTHER SUBJECT, I hECALLED•THAt 111 
.. y IJEC j hEl:.IlNG I/ITH THE ACTIN:> ro1n:IGl-I 1~1NISTER/11Illllil&R 
t.,f sun: ~·01< CAlHllC:T AHl\IHS HUSS£111, mi. LATT£R TOLD l'IK OF 
l\h IRANIAN CNIOC> kEQUt:ST SudMITTt:D ro J<Ul/AIT FO!o! THi 
,1.JPPLY or 251),11100 TONS EACH OF J(ii:HOSEN£ ANll GAS OIL. THI£ 
vlL 11IliISTEfl CONfli<l'lli:D THrn AND SAID HI:. HAO KLT WITH A 
,.1oc llELl::GATIOH lll! PR£Vl0US uAY. J(INAU WAS HOT Aul.£ TO 
ruilNlSH SUCH LARO.; QUM1lITI4S or tHI:SE llllOOUClS aur WOULD 
viJ wHAl IT COULD TO Nl'\Ki CERUU SUPPLIES AVAAlLABLi TQ lRU 
L>ufUM4' THIS MONTH. HOl/i\/ER, mm olAS DIFFICULT ili:CAUSE 
!\JwAITl PRGDJCTl01< WAli ALREADY CO~[~If'rt:!J TO l'lANY REQUUJI 
~usTOllt:RS. tl~llERTHE:Li:.SS, Til£ OIL 1"1NISTRY llAS TRYtffQ TO 
r<::kSUADI!: lMDONESlA TO PlHl'llT T.ii DIVEl!Sl014 TO IRAll (11 A JAll):Eli 
LJao or 
... ~\')., BAR~ELS" or i\EROSElll::. n lfAS ALSO SiEKUll.i 
ro Pul!CHAS~ roa liiANIAN ACCOUNT • TAHKeR LOAD OF kEROS~NE 
rfi011 ITALY lllHt;RC: .0 1'UW.UTI UNKiR li'AS 0£1.lV~RlHG RltfU11£1W 
PkODUCTS. 

-'• TH.&: 'SUPPLY or i>AS OIL ii/AS u;ss lilfflCULT, ALTHOUGH 
KUWAIT III It' NOT HllllE TH& QUANTUIU til:Sll'IJi;D AVAILABl..li:. 
1iOIJE\1£R, ALI kllALtF'A SAIC. THAT 5(1,lllhl BAllRC:L.S OF GAS Oil 
•uUl..D B£ SUPPLli:S THIS i'lONTH AltD A SIMILAR SUPPLY NiXT MONTK 
lF lT WIU\E STILL NtJ::DED. 

3. THE OIL ~IINlSTi::ll ALSu N01£u THAT UUDl AllA81A iilAS 
APPARENTLY liOlNG TO HELP IN '!HIS RF.:S?li:CT • THE NJCO liiLltOAUON 
JAS ALSO (;illNCI TO BAltRAlN AND THli JTHEH OULf" sun:s TC 
TkY TO UBTAlN S~rFlCir:NT QUANTIT!ES O• THESi PllOPUCTS. ALI 
J\iiALirA lNIJICATll.., THA'{ 11£ WAS CERTAIN l\UWAH AND TliE OTHtR 
GULF STATl::S 'JOULC 00 WllAf THii:'ll COl;LD TO SUPPORT, IHAfli DUilll'1 
IHIS i:tk:Rl.lii:l.ICY SlIUA TI Oil. 
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3R USSEL S AL SO FOR USEEC 

AC'rION 
ECON 5 
INFO 
AMB 
DCM 
POL 2 
jlM 
OR 
ICA 
ADM 
CRU2Ml5 

,.o. 120€5: GOS 12/ l/84 <BUCK, l'iTEPHEtl W> OR-3, cc-ENTIRE !EXT> 
'AGS: OPEC, EFIN, E.NRG, KU 
>UBJI SECilETARY BLU11£1HHAL'S VISIT ro KUWAIT - MEETINGS WITH 
;!NANCE i1INISTER AIEEQI - PAilT H 

l. Cl.ASSIFICA!llON OF THIS H:LEGRAM APPLIES ro ALL PARAGRAPHS. 

:. AF1"ER ME.E!IUG5 WITH THE AMIR AUD CROWN PRINCE 
SEPTELS>, FINANCE l1INISTER ATEEQI, TKEASURY SECRETARY BLUMENTHAL 
f'il THEIR PARTIES RElURNE!) ro THE HILlOll HOTEL l'OR CONTINUATION 
r DISCUSSl0:-1 BEGUN ON THE MORNING Or NOV. 22. PARTIES WERE 
OINED IN THESE TALKS BY SENATOR LUGAR AND CONGRESSMEN CAVANAUGH, 
:TANTON, AN:> HYilE. 

• SECRETARY BLUMENTHAL STARTED OFF THE MEE!ING BY HANDING 
l'EEQI IHEASURY t.::.TIMATES FOR THE U.S. CURREIH ACCOUNT OUTLOOK 
OR 1973 AtiD 1979 Ilf;JICAI!tm A DROP lN THE CURRENT ACCOUNT 
HlCll rno.1 17 blLL"'iON DOLLARS HI 1971:! IO 5 BILLION DOLLARS IN 
979. CGi'ii·:EIHUlG ON l1!NIST£R ATE£QI'S EARLll:Jl RC:MARKS, SECRET• 
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I.RY BLUi!U!THi<I.. ~,\lJ 'IKAT LU.ai1LY U.S. COULiJ IWT--Atl:.J \VOULD 
1;01 •Wll«i ·10--l!!C:i,\'lc. Wflill iiiC: Oh .. C OIL PilICC: ·,;OULD BL. 
AL so l'l .JAS O:JVIou;,; THAT OIL lS A Kt y iLEMENT AFH.CT liiG 
WORLD C:Cu1;c:•iY. Ll::.·;L WAS [;[J Lii:.iHltiG THAI OIL PHDlJUCttiS HAD 
l ~CURRLu LOS;ir." 0C:L;AUSE Cr' me: i.JO:CLihC: IN Tlii!. uOLLAR ~.iiu 
rrm .. AT IOii, HOilJEVt.:~ II WOULJ tlGT BC: i\C:ALlSTIC lO TRY TO GO 
BACK TO THE: Bt::Gli'iiHliG OF 1~77 TO ;oii\l\i!. UP t::i'.lIHl::LY FOR ilJHAT­
tV!::R LO;;i::it:!:i THt:i'it.: \YDJE, IHYii•G TO i·iA~t. UP f'Ofi A HYPO-
! KE.1 ICt\L 23 PEiiCC::H Oil 24 h.ilCC:iJT LO:>S IN lli:.,~L OIL PROuUCER 
hE.V~:NUt.: liOULD Ju::.;r ACC£LC:irnTE THE \VH(JLi. VICICUS CYCLE OF INFLATlOll, 
AS FuH Tlli (•JINl:OT£1('S QUESTlOi~ ilEGA<lvlNG THt:: BASE ON llHICH A 
10 PER Ct:: iH I NC.i t:ASt.: IN l lk Vi\L UE OF TH£ DOLL,~R OR 10 PC:R-

CENl INai~A:>E I~ OlL PRICE ~OULD BE ESTIMATJ:;D, lT WOULD BE 
0 N l HE SITUtiT IGN AS 11 IS ;:c·,,' .NuT THAT IN f'R <:VIOUS Yi.At1S 
<SUCH AS 1973 Cr( 1974 AS l'iIIHS!ER ATEEQl HAD .SUGGESlt.Jl, 

4, TAX EXC:t1PT SHTUS OF FOHEIGN GOVE11IMENT INVESHENT 
IN U.S. <SEC, 692.J, 111 IHS'l'E.H AHC:QI SAIJ KU'IJAI1' APPRt:.CIATES 
THE MOVl:> ffiESlu£1H CARTErl HAD UNDEflIAKEN IO TRY TO CURB 
lrH1 .. ATlON. KUilJAlT U£LIEVE.S IN THE :>TREl~GTH OF THE AMl::RICAN 
l::CONO~Y. II KNO~S THAT !Ht: DOLLAR'S DECLINE HAS BEEN 
EXAGGERAT rn Alill IS MOSlL Y A RESULT OF SPECULATIOil. HOWE: VER 1 
il/HATEVEil HAS HAPPJ:;NtJ.l ro mi:: DOLLAfi IS VC:RY S~lALL IN RELA­
TION TO THE GIA1ff ECOl~Ol1Y Or IKE: UNIHLi STATES AND rm: 
STRENGTH OF rm: UlHTED STATES. THEflfFORE, T!·ffRE. t1USl BE 
S0;1El HI NG POL lT I C.\L l N Trli D i::CLI Ni'; 0 F THE DOLLAil. I Zll E 
IS A LOT THE U.S. CAN DO ABOUT ll, THE MAlli:.rl Bi!NG 
l::SSENT !ALLY Il'<Tc.Jl ;JAL AND NOT EXTER IJAL, KUWAI'f VIEWS TH£ 
UNll£D STATC:S AS A MARKET 1 Atl ECOIWl'IY TO WHICH lT CAN LOOK 
FOR COIHltiUl'fY, A ClJU1HilY WITH IiHEGilITY IN ilJHICH II CAN 
TRUST. J<U~All HAS INVESTED II' THE UIHHD STATES FOR MANY, 
MA NY YEllR S 0 N IKE AS SUi•lPTI 0 ti THAT C~1iT Al N LAi·i'5 ilJ E.R E APPLl­
CABU:- -HJ FACT 1 Fi,1'1 2S YEAilS, SU~CL l:h:J. N0'¥ 1 IT IS 
SUDDENLY FACED vJI'rH ll:!E TROUBLING PROSP£Cl OF Niw 
I NH 
PR£TATION.O OF THE LAW ARE TO BE APl'LlW REIHOACI!VELY. 
A COUl~TRY LIKE J(LJ:iJAIT CAN:<Ol CARRY OUT AN IIN£!;TNEIH POLICY 
IF FACEJ WilH AEliiUi'l CHANGES WHICH HAVE A VERY lJAMAGli<G 
EFFECT Oil INVESTOR CONFIUENCE. THE.'lE H?1S BEJ::N 1\ Nl::W IilTEil­
PilElATION THIS Yr./ill, WILL THIS MEA1~ THERE WILL BE ANOTHiR 
NEW llH£tlPRHALSOl<•i~EXl YEAR 1 AND $0 ON? 

5. MlNISTE!l OBS!::KVW THAT, WllH RESH.CT IO THC: lJIFI'EREtlCt 
BETillEEN "PA.OSI VE" ANiJ co<ucIAL INV£STME1H, OiiE couLD 
AGYU!:: THAT THE STOCK i1AilKc:T IS C011i·li:.r<CIAL. ilJOULD THAI :1EAN 
THAI ALL KUilJAII ::iTOCK MARKET TRANSACT IONS WE.Ii£ ALSO lAXAl:.>LE7 
UNITED STATES IS A SOVEREIG~ COU~TilY, AS IS KUWAIT. 
OBVIOUSLY TH~ U.::i. COULD DO \IKAl lI PLEASEU REGl\i\UING 
I NVESJ:olE1;I !NSIIJ£ THC: U.S. BUI IF IT lllD 1 KU'.YA!T WOULD 
HAVE IO WEIGH WHETHER TO SBY IN OR Gl::l our. 
AT LEAST THE U.S. WOULD HAUS IO GIVE KUilJAlT AMPLE TIME 
TO DEFll~E ITS POLICY IN LIGHl OF IHE Nl::W SITUATION REGARD­
! NG l'OR EIG N GOVEil !ME 
P INVC:SHlC:NT, THIS WAS 100 BAD, 
SI NC£ SUCH I NVE:>niEH WAS NOT ONLY GOOD FOR l<U'.YAIT Bill ALSO THE 
UNITED STATES. IF KUWAIT HAU IO CHA~GE ITS INVESIMENI 
bl 
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POLICY IT NIGHT HAVE TO REVIEW ITS OIL PRODUCTION 
POLICY. KUWANZ COULD NOT HlTf.RFERE IN WHATEVER IIHERPRETA­
T ION THE UNITED STATES GOVERNMEflT FINALLY t1ADE; BUT IT 
WOULD NOT BE JUST rnR SUCH AN INTERPRETATION TO BE 
APR. IED RETROACT_IVEL Y. FURTHERt•IORE, KUWAIT. WOULD HAVE 
TO BE GlVEtl TINE HV CHAIJGE 1IS.-INVESTl1ENT STRAHGIES ACCORJ• 
INGLY. UNFORTUN1~HLY, THIS MIGHT LEAD TO A SITUATIOt~ OF 
RETALIATION, SOMETHING WHICH KAYAIT ·wISH£D TO AVOID. 

6. OIL PRICES. ATEEQI, WHO WAS ALSO ACTING OIL MINISTER, 
SAID THAT, IN REACH! NG AN OIL PRICE DECISION, OPEC WILL 

LOOK FOR ONE THAT WILL NOT CAUSE A "POLITICAL MESS", SINCE 
KUWAIT DOES NOT WANT TO REPEAT 1973. ALTHOUGH THE OPEC 
ECONOMIC COMMITTEE IS CURRENTLY REVIEWING THE OIL PRICE 
QUESTION IN O~DER TO MAKE A RECO~li1ENDATlON, LUCKILY THE 
DECISION WILL NOT jlE LHTTZO 1'HESE EXPERTS, BUT WILL BE 
THE CONCERN OF I'll tniTERS. KIJWAIT WILL NOT RECOMl•IENi.J A 
PR ICE DESIGNED TO RECOVER ALL ITS LOSSES ·DUE TO TH£ DOLLAR 
DECLINE AW INFLATION, BUT IS LETTING OTHERS KNOW IT IS 
INTERESTEU IN A PRICE "COrtRECTIOIJ". SUCH AN INCREASE 
W ILLVE NECESSARY BECAUSE THE GOVERNl1ENT NEEilS TO NEi::T 
ITS REQUIREMENTS IN TER~iS OF SALARY RAISES FOR CIVIL 
SERVANTS AND ALSO WITH RESPECT TO FOREIGN 1UD, WHICH, II 
MUSI. BE RENALLEU, IS GIVEN AT THE GENEROUS RATE OF MORE 
THAN 7 PERCENT OF ITS.GNP. OPEC SHOULD NOT BXSFORCEIJ TO 
ACCEPT AN OIL PRICE FJ;lEEZE. SINCE THE REAL PRICE OF OIL HAS 
BEEN CUT DRASTICALLY B'ECAUSE OF INFLATION AND THE DECLINE OF 
I HE DOLLAR, THERE SHOULD BE A CORRECTION, BUT ONE IN WHICH 
W ISDOi•I HAS TO RULE. AS l'1ATTERS NO'll STAflD, GERNANY AND 
JAPAN ARE THE ONLY ONES WHO ARE BENEFITING ffiOM THE LOW 
"REAL" PR ICE OF OIL. 

1. SECRETARY BLUHENTHAL SAID THAT HE WOULD FIRST ADDRESS 
THE TAX SECTION 392) ISSUE, BUT OtiLY BRii::FLY, SINCE THE 
AMPD'S FINANCIAL ADVISOR CKHALED ABU SA'UD> HAD ALREAJY 
HAD AN OPPORTUNITY TO DISCUSS THE MATT ER INFORMALLY WITH 
DEPUTY ASSISTANT SECRETARY FOR TAX ANALYSIS SUNLEY. 
SECRETARY BLUl1lENTHAL NOTED THAT THERE WILL BE PUBLIC Hi:ARINGS 
COi\ SECT ION 892) Atlil SAID "I WIL 

PER SO NALLY SEE TO IT THAT 
WE CO~lE OUT WITH A RESULT THAT IS AS POSITIVE AS P11SS!BLE." 
HOWEVER, GOK SHOULD BE A"~ARE"1HAT THE QUESI ION OF INTERPRET­
ATION OF 892 HAD_ BEEN AROUHD FOR A LONG THJE. FOR EXMPLXVN 
BANK OF A:iJERICA HAS ASKED FOR PRELll1INARY RULING IN 
1976 BUT HAD WITHJHAWN THIS REQUEST AFTER BEING TOLD THAT 

THE RULING MIGHl BE A NEGATIVE ONE. QUESTIOi~ OF UIFF£R-
E NT IAT ION BETWE£NH3ZPASSI VE'? AND "CCH1~1ER CIAL" INVESTMENT 
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I NC0!-1£ WAS ALSO NOT A NEW ISSUE HAVING BEEN AROUND EVER 
SINCE THE ' .. :i0'S. i.JC.REOVER, TH£HE WAS AN INTEREST IN 
CONGHESS VF ASSURltm THAI THE Ti\X LAW IN SUCH SITUATIONS 
WAS FAIR AND EQUIHBLE IO ALL CUNCERNED--FOi1EI~ GO~:ERN-
MENTS AND DOMESTIC U.S. TAX~AYE.RS. . 

8. SECRETARY Bl..Uf.iENTHAL THE!~ El1PHASIZED THAT Hii: WAllTi:J TO 
BE SURE THAI THlf RECORD WOULu INDICATE THAT THERE IS 
ABSOLUTELY NO CONS!DERAT!Oil BEING GIVEN TO AIJY CHAi~GE IN 
THE TAX EXENPT STA1'US OF ilIVIDENL>, INTEREST OR ROYALTY 
INCOi•lE OF' FOHC:IGN GOVEHlmE1HS. 1'H£ OULY 11ATH.ll AT ISSUE 

WAS TAXABIPUTY OF FORElGt~ GOVERN:1ENT REAL £STAT£ INVESTMENT 
lNCOHE AND THIS WOULD HAVE Tel BE LOOKED AT VERY CLOSE.LY. 

WHATEVER DECISION REACHU.l WOULD BE DONE SO ·w1TH fULL !JOT ICE 
TO PARTIC:S COiJCl:.iNED, GIVING THEM SUHICI£tH TIME TO PRO­
TECT THEIR INTERESTS. FOR EXAl1PLI::, IN THE CASE OF SAUL)IA 
ARABIA, THERf WAS A ONE YEAR GRACE PERIOD BEFOHE NEW TAX 
RULlt~GS WENT INTO EFFECT Af\D THESE WERE NOT RETROACTIVE. 
SEC:iETARY ADDW THAT WHILE HE COULD NOT i•IAKE ANY COt1i11T­
MENTS AT THIS TH!E, HE HJPEi.l THAT THE QUESTION OF A GRACE 
PER !OD AND TH£ PROBLE~l OF RETROACTll/I't' WOULD BE ~!OT 
CAREFULLY CO NS IDER ED BEFORE ANY FINAL DECISION WAS MADE. 
BT 
1642 1 
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9. IN RESPONSE IO ATEEQI'S FURTHER QUERY, SECRETARY 
BLUMENTHAL REPLIED THAT USG WOULD TRY TO MAKE THE GOK TAX 
STATUS AS CLEAR AS POSSIBLE. H~ NOTED THAT, UNDER U.S. 
SYSTEM OF THREE BRANCHES OF GOVERNMENT, THE COURTS OFTEN 
HAVE THE FINAL SAY ON TAX QUESTIONS. THE GOVERNMENT OF 
KUWAIT, JUST LIKE U.S. CITIZENS, HAS THE RIGHT TO USE 
U.S. COURTS. ATEEQI REPLIED THAT HE DID NOT WANT TO 
CHALLENGE THE t1ATTER IN THE COURTS• 

10• OIL PRICES. AS FOR OIL PRICES, SECRETARY BLUMENTHAL 
SAID HE WAS GLAD TO HEAR THAT THE MINISTER DID NOT FOLLOW 
THE ADVICE OF EXPERTS, FOR REPORTS FROi~ VIENNA OF 
THE OPEC COMMITTEE'S ~ELIBERATIONS ON PRICE WERE FRIGHTE~ 
ING. AS FOR AID, U.S. APPRECIATED KUWAIT'S GENEROSITY, 
WHICH WAS A WISE POLICY FOR A RICH COUNTRY AND ONE WHICH 
US HAD FOLLOWED SINCE WORLD WAR II, EVEN IN TIMES OF 
ECONOiU c DIFFICULTY. HOWEVER, IT MADE NO SENSE TO GIVE 
WITH OtlE HAND AND TAKE WITH THE OTHER, FOil EXAMPLE BY 
RAISING THE PRICE OF OIL. AS FOR OIL PRICIN3 DECISIONS, 
US KNEiil THAT IN 1977 THERE WERE MANY FACT'.lflS AFFECT-
ING THEM: SLOW GROWTH IN THE WORLD ECONOMY WAS ONE; SUFT 

'WORLD nEMAND/SUPPLY SITUATION .FDR·DIL WAS ANOTHER. IU 
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RiACHING PRICE DECISION, SECRETARY WAS SURE KUWAIT WOULD 
LOOK AT THE DEMAND/SUPPLY SITUATION FOR OIL IN 1979. 
EXPERTS IN U.S. FEEL THAT FOR 1379 AND INTO 1980 1 THE 
f•JARKET WILL NOT BE AS SOFT AS IT WAS IIJ 1373, BUT NOT AS TIGHT 
AS IT WAS IN 197YXQOUUl•l EVEN THOUGH KUWAIT CONTINUES 
TO FOLLOU ITS 2 MILLION BID CONSERVATION CEILING POLICY, 
THE WORLD DEMAND/SUPPLY SITUATION FOR OIL, NOT JUST U.S. 
POLICY, WOULD HAVE SOME EFFECT ON OIL PRICING. WHILE IT 
PWAS rnuc: THAI A COIHI NUED Oii.:' PRICE FREEZE HELPED WEST 
GERMANY AND JAPAN VIS-A-VIS THE U.S., IF TH£ PRICE OF 
OIL WERE RAISED, THE DOLLAR WOULD WEAKEN AGAIN AND THIS 
WOULD SIMPLY PERPETUATE THEIR ADVANTAGE lN THIS RESPECT. 
COH~ENIING ON THE KUWAITI BUDGETARY NEED FOR AN OIL PRICE 
INCREASE, SECRETARY BLUMENTHAL NOTED THAT KUWAIT ENJOYS 

A LARGE CURRENT ACCOUNT SURPLUS AND SHOULD HAVE NO PROBLEM 
RAISING CIVIL SERVANTS' SALARIES. 

10. CONCLUDING HIS COMMENTS ON OIL PRICES, MINISTER ATEEQI 
OBSERVED THAT OPEC IS, IN FACT, A USEFUL ORGANIZATION. DIALOGUE 
WITH OPEC MEM3£RS IS ALWAYS WORTHWHILE, EVEN IF THERE WAS 
ONLY AGREEMENT ON 50 TO 60 PERCENT OF THE MATTERS INVOLVED. 

12. EFFECT OF AN OIL PRICE RISE ON THE UNITED STATES. IN 
ELOl~UENI PRESENTATION, CONGRESSNAN CAVANAUGH NOTED THAT 
MUCH HAD BEEN SAID ABOUT THE EFFECTS OF AN OIL PRICE RISE 
ON THE WORLD ECONOMY. SOMETHING NOW NEEDED TO BE SAID ABOUT 
ITS EFFECT ON THE AVERAGE U.S. CITIZEN. ~INISTER DID 
NOT SEEM TO RELATE OIL PRICES TO THE wAGE FACTOR TO 
THE UNITED STATES. IHS·UNITED STATES MIGHT HAVE A LARGE 
ECONO~Y, BUT FACT REMAINED THAT FOR THE UNIT~D STATES, EACH 
OIL PRICE RISE WOULD HAVE A MAJOR EFFECT BECAUSE ALL THE 
LARGE INDUST~IES ANV LABOR UNIOHS WOULD REACT TO II BY 
RAISING WAGES AND PRICES. ANY OIL PRICE RISE WOULD BE 
LIKELY TO HAVE A TREMENDOUS PSYCHOLOGICAL IMPACT, AND THIS 
WOULD COME JUST AI A TI~E WHEN PRESIDENT CARTZR HAS WITH 
GREAT COURAGE TAKEN SI~PS TO CURB INFLATION BY VETOING 
PUBLIC WORKS BILLS AND IN SOME CASES· THE ACTIONS OF HIS 
Cl,i/li PARTY. THE GREAT PSYCHOLOGICAL MOMENTUM AGAINST INFLA­
TION THAT PRESIDENT CARTER HAD CREATED WOULD BE GREATLY 
HipERILED i3Y ANY ADV£11SE OIL PRICE DECISION MADE BY OPEC. 
Ii'lPACT OF AN'{ OIL PRICE DECISIOij 3'( THE MEl1aERS OF OPEC 
SUCH AS KIJWAiI 1.JOULD BE Vr.:RY DRAMATIC ON THE Ulfffi:D SIAH:S 
ECONOMy. ALSO, THS mrnsrny SHOULD CONSIDER THE POLITAL 
HiPAGT ANY OIL PRICE D!::CISION \vOULD HAVE ON PRESIDENT CARTER 
HIMSELF, AT A TIME WHEN HE HAD TAKEN SOME POLITICAL RISK 
BT 
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IN ATTEMPT! NG TO MOVE TOWARDS A MORE BALANCED POSITION 
REGARDUG {o)!DDLE EAST POLICY. THE AMERICAN PEOPLE WOULD 
NOT SEPARATE OPEC OIL PRICE POLICY FROM U.S. POLICY REGARD~ 
ING THE MIDDLE EAST. CONGRESSMAN SAID THAT HE WAS CONCERNED 
THAT PERHAPS THE MINISTER'S PERCEPTION WAS NOT AS DEEP AS 
HE WOULD HOPE IT MIGHT BE REGARDING THE EFFECT OF OIL PRICE 
RISE, NO ONLY ON THE INTERNATIONAL SITUATION BUI ON THE 
U.S. DOMESTIC, ECONOMIC AND POLITICAL SIT~ATIDN.i 

I~. ATEEQI REPLIED THAT FRO~ THE KUWAITI POINT OF VIEW, 
THE SITUATION OF THE PRESIDENT OF THE UNITED STATES WAS A 
VALID CONCERN IN THE UNITED STATES BUT NOT IN KUWAIT. WHAT 
CONCERNED KUWAIT WAS ITS OWN INTEREST. SITUATION OF THE 
rwo COUNTRIES WAS SIMPLY.ENTIRELY DIFFERENT. UNITED STATES 
WAS FLYING TO THE MOON WHILE KUWAIT WAS STRUGGLING TO GROW 
GRASS. IT WAS NICE TO TALK ABOUT NORTH/SOUTH DIALOGUE, 
AND FOR THAT MATTER, THE EURO/ARAB DIALOGUE, BUT THIS WAS 
REALLY ALL NONSENSE. THE MINISTER EXPRESSED THE WISH WE 
COULD ALL SPEAK AS CITIZENS OF ONE COUNTRY, BUT •you IN 
TH£ UNITED STATES SPEAK OF NEUTRON WEAPONS.WHILE WE SPEAK 
t£RE OF GRASS'"• 

I. 
14. ON THIS NOTE OF LEVITY, SECRETARY BLUMENTHAL CONCLUDED 
l~ETING BY SAYING THAT, HOWEVER SHORT, HIS TIME IN KUWAIT 
HAD BEEN WELL SPEH!. HE A~KED THAT Ml NIST ER ATEEQI COME 
TO THE UNITED STATES AND SPEND AT LEAST AN EQUAL AMOUNT 
CF TIME AS HIS GUEST. END u:xr. 
flT 
6421 
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INCOMING TELEGRAM CON"iliUL NO. 

CONFIDENTIAL 
INFO: -··· ----- --·· 

I R 081207Z JAN 78 ~~ 
AM~ FM AMEMBASSY KUWAIT -RFJ 
DCM_I _ TO R ~HC/SECSTATE WASHDC 9861 
SA INl'O R ~t~DH/AMCONSUL DHAHRAN 3611 A~·- ,..,..PY 

., _ RUQMRAIAMEMBASSY J lDDA 521 S ·"-' l fOrt '-'U 
POL4ill!!:-- RUQMHR/AMEMBASSY TEHRAN 4108 t' ,.. .... ~ 
ECON__ BT (~<) " I' 
PM_I __ C 0 N F I D E N T I A L KUWAIT 0103 '\""'" 

USllLL_ E. O. 11652 I XG DS-1 
CONS __ TAGS: ENRG 
o~ SUBJECT: KUWAIT OIL MINISTER ON AMINOIL NATIONALIZATION AND 
ADM __ SAUD II KUWAIT l PARTITIONED ZONE DlSCUSSTION 

GSO __ REF: CA) 77 KUWAIT 7253 CNOTAL>, CB) 77 KUWAIT 7185 CNOTAL> 
BF __ _ 

PER __ lo KUWAIT DAILY cAS-SI YASSA> JAN 5TH CARRIED GARBLED STORY 
wHICH INCLUDES PREDICTION THAT ANY ATTEMPT BY THE AMERICAN 

RSO __ INDEPENDENT Q(L COi~PANY CAMINOIL> TO TAKE ITS CASE TO INTER• 
MSG__ 14\T IONAL ARBITRATION cTHE STORY MISTAKENLY REFERS TO WORLD 

COURT> "WILL BE A l'AILURE". DUR! NG CALL BY AMBASSADOR ON 
TSO __ OIL MINISTER AL-KAZIMI AND MINISTRY UNDERSECRETARY AL-ADASANI 
SCRO __ JAN 7TH cSEE SEPTEL> LATTER EXPRESSED OPINION THAT ARBITRATION 
CRO WHICH AMINOIL REQUESTED DEC. 21 <REF B> COULD NOT BE 
-- APPLIED SINCE THE COMPANY ALREADY HAD BEEN TAKEN OVER. 

CEO __ REQuEST FOR ARBITRATION AFTER NATIOtlALIZATION WAS TANTAMOUNT 
M0
'--- TO QUESTIONING THE SOVEREIGNTY OF THE STATE Or KUWAIT, ADASANI 

DAQ__ SAID. MINISTER CONFltlED HIMSELF MERELY NOTII~ THAT 
AMINOIL REQUEST FOR ARBITRATIOll HAD BEE!i TURNED OVER TO OFFICE 

MAAG, __ OF MINISTER OF STATE FOR ADMINISTRATIVE AND LEGAL AFFAIRS FOR IT 
AG~ COMMENT. AViBASSADOR OBSERVED THAT ADASANI'S VH.:W, WHILE 
DEA___ INT~ESUIG, MIGHT BE SEEN DIFFERENTLY BY LAWYERS. 

IRS __ 2. AMBASSADOR THEN ASKED IF THERE WERE ANY TRUTH TO STORY 
TCTR __ CX>NCER NI NG LIKELIHOOD OF AMAl..G AMA TIO N OF KUWAIT·\:IAl'RA 
FAA OIL COMPANY CKWOC>, THE GOVERNMENTANAMED SUCCESSOR 
.-- ENTITY TO AMINOIL, WITH KUWAIT•S MilJOR OIL PRODUCER,' THE 

TU __ GOVERNMENT-OWllED KUWAIT OIL COPlPANY, MINISTER STATED HE 
CRU_I __ WAS Pt:RSONNALY AGAINST K0C'S TAKING OVER KWOC 

FOR T•.110 REASONS: Cl) SINCE KWOC WAS THE SUCCESSOR TO 
SHla...!__ AMI NOIL AND THE GOVER NMEtlT HAD NOT SETTLED MA TIERS WITH 
T•nnL AMINOIL, IT WOULD COMPLICATE MATTC:RS FOR KWOC TO BE l'IERGED 
~WITH ANOTHER ENTITY; AtlD (2) .POLITICALLY, IT WAS NOT 
ISFA A GOOD IDEA TO HAVE GOVERNMC:NT COMPANY (QC) EXPLOITING 

'

-- THE PARTITIONED ZONE JOINTLY WITH GETTY, A SAUDI CONCES· 
/ ~ SIONAlllE. 
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~.ON THE LONG STADING PROBLEM Or DEMARCATING THE SAUDI/ 
KUWAITI BOUNDARY Orr THE OF"fSHORE PROTION Or THE 
N::UlHAL ZONE I ~!SCUSSIONS WERE ·mo ZEN LI KE OIL PRICES" 
THE MINISTER SAID. HO:;EIJER, l-E EXPRESSED THE HOPE THAT 
THE Two SIDES WOULD WOULD MEET IN ABOUT A MONTH TO DISCUSS THE 
MATTER. UNDERSECRETARY ADASANI NOTED THAT IT WOULD BE 
MUCH BETTER Ir THE SAUDIS AND KUWAITIS HAD RESOLVED THEIR 
Of'F"·SHORE BOUNDARY SO AS TO HAVE A "COMMON FRONT" IN ANY 
MEDIAN LINE DISCUSSIONS WITH THE IHANIANS. KUWAIT, KAZIMI 
AL SO ADMITTO::D, 1>10ULD VERY MUCH LI KE TO RESOLVE THE BOUNDARY 
WEST ION SO AS TO BE ABLE 'l'O EXPLOIT THE LARGE GAS DEPOSITS 
IN THE OHSHORE DORRA fIELD IN THE NON·PARTIONED PART Or 
THE NEUTRAL ZONE. AS ANOTHER REASON fOR KOC•S NOT TAKING 
Ovt.:R Kwoc, UNDERSECRETARY ADASANI STATED THAT OIL MINISTRY 
STUDIES REVl::ALED THERE WOULD BE VERY LITTLE SAVING INVOLVED. 

4. cor~MENT. ONE REASON NEITHER KUWAITI OF"flCIAL MENTIONED, 
BUT WHICH IS GIVC:N WIDE CREDENCE HERE, IS rACT THAT MINISTER, 
wHO DOES NOT EXERCISE ErrECTIVE CONTROL OVER GOVERNMENT­
OWNED OIL/PETROCHMICAL COMPANIES (!{OC, KUWAIT NATIONAL 
Pl::TROl..EUM CO. AND PETROCHMICAL INDUSTRIES CO.) WOULD LIEK 
TO HAVE HIS "OWN" OIL COMPANY. MOREOVER, KAZIMI HAS APPOINTED 
HIS NEPHEW, fUAD AL-NA TROUK, AS KWOC HEAD, BUT LATTER IS 
OOT REGARDED AS PARTICULARLY COMPETE NT. ANOTHER I' ACTOR Is 
HU.IGIOUS ONE, SINCE BOTH ARE SHI•A MOSLEMS AND NEW KWOC 
SENIOR STAF"f INCLUDES HIGH PROPORTION Or SHI' AS. 
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NNNNW ESA59 KWAZ94 CONFIDENT I AL 

RR RUQMHR 

DE RUCMKW #0462 0271450 

ZNY CCCCC ZZH 

Z. 71426Z JAN 79 

Fl>\ AMEMBASSY KUWAIT 

TO RUEHC/SECSTATE WASHDC 2858 

INFO RUQMBI/AMEMBASSY ABU DHABI 4405 

ZEN/USINT BAGHDAD POUCH 

RUQMOD/ AMEMBASSY DOHA 2 309 

RUQMRA/AMEMBASSY JIDDA 5999 

RUQMMT /AMEMBASSY MUSCAT 177 3 

RUQMAM/AMEMBASSY MANAMA 3692 

RlTFNPS/AMEMBASSY PARIS 2077 

RUQMHR/AMEMBASSY TEHRAN 4677 

RUEHIA/USICA WASHDC 

BT 

C 0 N F I D E N T I A L KUWAIT 0462 

E.D." 12065: GOS 1/27/85 (CLUNAN, JAMES L.) OR-P 

TAGS: PEPR, PBOR, ZP, KU, IR 

SUBJ> KUWAIT CAUTIOUS ABOUT KHOMEINI 

REFS: A) KUWAIT 0101, B) STATE 17001 (NOTAL) 

1. (U) ACCORDING TO ARABIC PRESS NEWSPAPER JANUARY 21, 

ACTION 
POL3 

INFO 

AMB 

DCM 

OR 

ICA 

ADM 

PM 

EC2 

CRU2 

SJ 

KUWAIT MINISTRY OF FOREIGN AFFAIRS SPOKESMAN AHMAD AL-MUBARAKI 

HAS DECLINED TCl C?MMENT DIRECTLY ON ANNOUNCEMENT ATTRIBUTED 

TO AN AIDE OF AYATOLLAH KHOMEINI THAT THE GULF IS NEITHER 

"ARAB" NOR "PERSIAN" BUT "ISLAMIC." INSTEAD MUBARAK! 

REITERATED STANDARD PUBLIC POSITION OF KUAIT ON RESIONAL 

SECURITY. HE SAID "THE ESSENTIAL POINT FOR KUWAIT IS COOPERATION 

AMONG ALL THE STATES OF THE GULF WHICH ENSURES THE CONTINUED 

STABILITY AND PROSPERITY OF THE REGION AND KEEPS IT AWAY 

Fl<OM GREAT POWER CONFLICTS." 

2. (U) ON JANUARY 23 THE ARABIC NEWSPAPER AL-WATAN, IN A REPORT FROM 

ITS PARIS CORRESPONDENT, SAID THAT KHOMEINI HAD MET IN PARIS 

ON JANUARY 22 WITH A DELEGATION REPRESENTING THE SHI' !TE 

RELIGIOUS LEADERS IN THE GULF WHO TRANSMITTED TO KHOMEINI 

THE ANXIETY FELT BY THE STATES OF THE GULF 'fHAT HIS POLITICAL 

ACTIVITIES "MIGHT LEAD EITHER TO THE INF!L'rRATION OF COMMUNISTS 

TO THE GULF AREA OR ENCOURAGE REBELLION IN THOSE STATES." 

3. (C) COMMENT: AL-WAT AN STORY REFLECTS ANXIETY WE HAVE HEARD 

EXPRESSED PRIVATELY IN KUWAIT ABOUT THE ADVENT OF A KHOMEINI 

GOVEFNMENT IN IRAN. WE HAVE REPORTED THAT _THE AMIR SPOKE WITH 

74 

CONCERN ABOUT THE SPREAD OF SHI'ITE TROUBLEES TO IRAQ, AND PERHAFS 

BEYOND, IN HIS CONVERSATION WITH FRENCH FOREIGN MINISTER 

FRANCOIS-PONCET (REF A). IN THE SAME VEIN, AN OFFICIAL IN THE 

POLITICAL DEPARTMENT OF THE FOREIGN MINISTER TOLD US THAT 

HE DID NOT EXPECT A GOVERNMENT RUN BY A RELIGIOUS MAN SUCH 

AS KHOMEINI COULD LAST VERY LONG. THIS SUNNI MUSLIM SAID HE 

THOUGHT AN ATTEMPT TO ESTABLISH AN ISLAMIC STATE UNDER SHI'ITE 

LEADERSHIP WOULD ONLY PRODUCE CHAOS IN IRAN AND ATTENDANT 

TROUBLES IN THE SHI'ITE COMMUNITY IN IRAQ. DESPITE THESE CONCERNS 

KUWAIT HAS NOT GONE ON THE RECORD EITHER FOR OR AGAINST ANY 

PURPORTED KHOMEINI PRONOUNCEMENT, EVEN ON THE RELATIVELY 

PERIPHERAL ISSUE OF GEOGRAPHIC TERMINOLOGY. DEPARTMENT WILL 

RECALL OCCASIONS WHEN DISPUTE OVER THE NAME OF THE GULF BROUGHT 

STRONG KUWAITI ASSERTION THAT GULF AS, IS, AND SHALL BE FOREVER, 

ARABIAN. THE KUWAJT POST OFFICE REFUSED MAIL WHICH INCLUDED 

"PERSIAN GULF" IN THE ADDRESS AND FLIGHT CLEARANCE REQUESTS 

WERE REJECTED ON THE SAME GROUNDS. AL-MUBARAKI'S CAUTIOUS 

COMMENTS AVOID REVIVING THIS TERMINOLOGICAL DISPUTE. THIS 

CAUTION IS ALL THE MORE EVIDENT WHEN ONE REGALLS THAT KUWAIT 

TURNED DOWN KHCJ'jEINI'S REQUEST TO COME HERE AFTER IRAQ EXPELLED 

HIM IN OCTOBER. 

BT 
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~r.:: ilUQl'iK~ 0.!7!l/I ~~lll~( 
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1:,; Af<li~ASSY l<UWAlT 

r 
ACTION 

T .i •~U~llO/s::c:::;[All:'. 1.ii\Sl(~C I l<j~J::DIAU z;j<lfi 
1Ni· 0 RUili'l.Jl l!dii i•<iiAS;, Y ~.l:iU l/HABI '!J9~ 
;wfli!lS/A~lEi1'A:>SY AL\ilERS ~~o 
i:~N/USINT ~Ai..:1DAIJ p.JUCH 
I ur HBS/A 1<1£ 118,,SSY BfWSSl>:l.CYUY 
fiU.:.;;;RS/A!'JE:l't,ASSY CAr<ACAS 41 J 
,;,,,~r.OH/Al'JCOW!>UL DH,;IIRAN ~i7;j 
;;u.,l'IQD)Al'li:l1:!;.JSY DvilA :.:2n 
r\IJK03TlAl'ie:M.'jA:iS¥ J1ihAllTA 3!iill 
i1U..ii'lllA/Al'IE~oi;11,s,;;y JI 001\ S~8 l 
h UAQl./Al'llil1il11SSY LACHS 3&7 
••ufliLC/Alfi.:i•u,:,S:>Y 1.r;rn£1.'ILLt: 2Z• 
hlmTC//\l'fil'lilAS~Y LOt1DOW J287 
!,uQf•lAllJ/Ahl::MiH,::;;;y NA'>A~;,\ 3&83 
:·U .. H11'iT(AKi:Vi3"SSY 11U:.iCAT 176S 
hUFNPlii/Af'iC:;<l;J;,ssY PArltS 207 l 
HuCSQl/Al'lil~t1SSY lolUlTO 218 
etUQ~.iiR/-Ai'IEMJliSSY TC.lii\Ail 4663 t/ 
hU..:TKO/itl'i£MGl1S$\' lOJ(\'0 565 
KU\<MTI/A11El'uASl:iY TldfvLI 121~. 
!tUF'itAU/Ab£~jdJ,Sliil VI2NNA 3:>ii 
l:lT 
c .;) al ., l, D ' ,. T I A6- SC:CUOlll 1 or :a iiUw~n U7'f -

Ji<Ui.Ul.~ YoR US~EC 

P/\itlS··•u·o FOil .)£CIJ 

.:.E.·''A206~& 4.ilS l/.2~:/o5 <illAE::iTRON~, ·fAAllll( E~) OR•fll 
TAuSI E;Nl'{Q, C•PtC,. KU 
:.;ulJJ1¥UWAtr V)if!liS SLiuHT IllCH,;~e: ~ ij CR~Oil' PffO[IUCUCjj TO 
!'t.l(C: UP llWII AN OIL SHOrifFAll. 

1. (Q ~·EMlli~ TE~f> 
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• ~U~~AffY1 KUWAIT OIL Ml~I5IiA ~£V£~L~O TO ~t C0NfJJ£NTlALL 
.;~N 2~ IUAi ~OK W0ULD AUHO~IZE AlDlTIO~AL ~RUDE,OIL PRODUdTION 
1V~kA~lHG SLI~HTLY ~ViR 2~0,WJ~ apo IN OBDEH ro CO"TRlBUTE TO 
v1·~SElTINU TH!:. LOSS OF H,1:,Nil.N OIL. AGCCdW!N<l "CO vlL COflPANY 
.YKiSENIAI!VLS, A hiwUIR~l~NT HAI IhlS ~OUITIONAL OIL eE 

I :MJSPuREil Bl KtlWAITI TMHU::i~::; w,:1$ lilCLUOED AMOll·:.i' Qii'll~fl I<' 
~ .iNDl ~s • ..;JUUl,,-{JF ·1'nIG··A[HHi1'f~t~.;1r.1t!rtS"''\IFTl!:':1£:U ·ro-.rnc 
, .Juli ClFF•T/111.CP.:3 .J/ Kll'-AII OH., bP, .!>HELL AND GUU .. Wl'iILi' 
1AS FIRST rwo PRO~~SLY WILL HAVE ~J TRO~BLE M~ETlNG CDNDIION~. 
l'il!:y DO C11u~;c: so~.;:: C.IFF'I CUL'U ES ~·i:.11 GULF'. Hiil CH H;,:; ,~n YE 
"-CIDED IO PUliCrtASZ Tt!IS ADDllIOt•Al M10Uh. THE. OIL Ml Nlsn:R, 
.. 11::N PROVI UI N·J THI;;; I llFJnl«A'Il ()i)j WITM ?.£Qm:s:r I RESP:, er lTS 
' Jiff I OEtHI ALI 'CY. /..S:.lU HlD .~E lHAT nus ACT! Olli Wl\3 l:lE:l lj(J l'Ai(E'U 
~ v'.'< "POLHI CAL R£. .. ;ONs• ANt1 THA r, OTHli.:il'f.'l b~, HE 001( J>OLl CY 
,f R£STR'IC H NG IT~; C :iu Di PRO DU CTI ON 0 Z i·I.[ LL.ION tll' [) ;\VERA GE 

... IU. .. i.iRIAltlS~ ill.:J SUl'li•iAh'r' 

.J. AT A RECc:PTIOlil tHVEN BY BRI'CISH f'E'f~OL!::U~1 CBP) CHAif!t:A~ 
~1R DAVID ~rt:~L JAi 20, OIL MlNlSTER ALI XHALIFA AL•$ASAH 
•. ::VEALED TO MJ:: "llL:iY CONFIDEOllIALLY- HAT ~U!.wAIT \ll:JuLD IllCHl!:Mi: 
l~ C~UD~ OIL PRODUCTION tiY SLIGHTLY OVER 2~0,000 HPD IN 
1H!JER TO l1Ai\E A cua~aunoN TO THZ WOfll.ll SHOHTAG£ tJHICH 

.1 ... SULTS FROii STOPt'AG•" Qf IF.All.IAN Otl, PliCDLCTION. Tht l'IINIG'fE:li 
,j :KEI) THAT TXIS li·:·ulrnATIObl IJE: lll::Lll VUt't Cl.OSiLY Sl f~CE NO 
"::PORT OF IUS PnOL•HCIION INCi'lliASI:: WILL ;3£ tllVEN 0 l"Hl!: f'f.Ui:SS. 
(l REQUC:ST 1'HAT HIS \llSHiS Bi:: h:i::St'lC:IED LIN!ll. nus I NFOR1·:ATION 
~V~NIUALLY IS REViALiD 8Y UTHSR scu~css.) ALI kH~Lii~ lN~lCATED 
(1AT !Hi PRO~UClIO~ HAD BEEN APPROV~C BY IHZ·SUPR[~~ OIL 
C-•UNCIL OU JI\!~ 20 .1ND THAT IT W'OUL.U JE: FOf;:'l,AL.LY l;;NL<Cl)Wi:Cl l'.fi 
hi:: CAilIHl'.:r AT If;; JAN 21 ~iEEI!tJG, wxICH l WJ\S. 

l• Tr!IS AC:IICN RiP IESlNIS A REVCfiS~L or AN EARLIER REFUSAL 
,Y 1r!I:: CAEllf\JiT TO i\PPHOVE A PROJ'OSAl. ay !Ht:: O'lL i'lllJl!lTfiY IJHIOl'I 
. J~LD riAVE: hf(l•J!n'"D mi:: Hl~H 11t.JO,', PukCHAGl!':S OF Y.UlJ1UJI 
,. UDE• I.E. BP, G0~F AND SHELL, 0 PURCrlA5L j0,~00 SPD EACH 
~uh Hi FIRST, S~CulD, ;\ND F0lRH QUAHIERS OF 197J AND l~l,H00 
,1'1.1 EAC;i l>Uf!INJ nc riiIR0 OUARfi:. Trli OIL IHIHsrnrs R::1.suN 
r" • Ki:;CU~lht.!~DI trn 1dE HiullER M'iOut.T. Furl THE 'CHI;W t~UARH.fil WA!3 
~sE~ ON A UiSIHi:; TO OBTAIN ENDUGMT ASSCCIAT~D UAS 0 HUN IHEIR 

. .:.~· LPG PLA 1Jt A'C rtJLL CAPACITY ut~DEfi mi:: ~1051' SF.Vil:!\~ CllMAIC. 
L0ilDIIIONS AS A FT<r\L H:::; BEF!JRC ITS i\CC!;'.PTANCE: Fl'<O~I TH! 
'· JrvSTRUCl:OHS • 
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.':'iNll\/V E::i,:i4;;1 h'JA)d.) 
v au..,1·11m 

• .: fiul.li'iKIJ d.)713/2 ~12<:.1120 
7 ,;y c cccc z Zli 
u R 2~1~27Z JAN 7:1 
i;.i A••l:.l~J\SSI' XUl.V1trT 

- -- ' "1i l (. Jt,.tt I-• 

l0 il4JiHC/!:iC:CSlAT£ 'JASHi:IC IM.•i£iiI11T.il: 2817 
UlrO '.'lU(.!1't3I/Al1U::i·b;iS::iY AHU LitlABI 4-!>U 
, Ufl!kS/Ai'lEl'.UA~;;y AL\.ilC:R:3 :11!17 

iN/USINI BA~HDAD POUCH 
. ufllJS/Al~!'i::l,;s::;y :..>iWS:>f:LS ~77 
':U~Sf1S/Al1I::m!AS~Y CARACAS 414 
1UQi•lllli/Ai'ICOllSUL ti-:,\HRAH 3<.l&t.l 
:,:.Ji;il'!OlJ/Al'll::MJASSY LJHA 23.0lJ 
, : uKLl.lT /Al'>E l'.dASSY JAKAitTA .'551 
:.UQl·IHA/Al~1·1.JASSY Jl DD/\ 5:iil~ 
,,i.JlAQL/Al1£1'ldASSY LAUOS JciJ 
,.UFHLC/Al~.:.l'.JASSY LlUflt:lr'ILL~ Z2.!> 
.. UDTC/Ai-IE1' .. :A~c;y L .. JNi)Cil '.s~aa 
nlJQMl'i/A1•ii1•.dASSY .·;ANA:oiA 3~:i 11 
.. UQVi1V.T/Al'ii:.:1•iJA:.;5y .,IJ:>CAT 17.S~ 
i· lffNf'S/Al•iEi'.dASSY fAIUS ~i11'72 
i.Ui::SQl/A~lE1•..SASSY 1.UITO 2U 
.;LJ!,,ji'JHR/A1•;a . .JASSY i EHRU 4li\l, 
. IUC:ltKO/Al'lli:l•-JA:;!l'{ TOKYO 5~~ 
:;lJQl'lTI/A.•ii:.i·.JAaSY fRIPOl..I 1!13 
kUl'HAU/Am;.-~.~:>S¥ VIENNA s:n rfr ..... , . 

~ O W f I J..; ..: N 1 I A L SE:CTlOl~ ,a ·op ~ 'll:UWAU' i>~7e 

Lii'lOIS 

J~ AHU TH.t Rf;JC:t:TION OF' THIS .PROPOSAL, Al.! Kl1ALlfA C'Kt 
..;ACK liITli 'Hii:: PRt:St:NT fROPO~AI. l,fHJCH PJ::'RMITS EACH. qf''lHi: lt$J!i1t.· 
1~JOR LU'Ta:RS ro TAKE 4C,1'0Q tlPD EA.CH ".FOi THI FIRST,. SE(Hl~.~ Allfll· 
!'OURTH QUalHikS Alm E0,DIJ" EIPO. !ACH FOl'i ·nu..: lJflH,D QIJAlU!JI'.~ 
nu~ REP)i~li:NTJ Ai~ OVERALi. 20 Pli:RCENT' 1lt.l!!lJUCJlQH'Ji'ROJ1 't'Hii: 
h;ll:lllOUS PRil?OiAL. THE REMINUli Pl\:QOllCl'lON,.,WiilC)I WOULD . 
.JRUIG ?Hf TOUL. Tv SLIQH fl. y OVJ:;lil ejJ;f,Gt;llilt !,Pl) :lllXl.t. UiC. ASSlG~,I) 
TO SHAU. CC1'li' Arm;;.; WJil~H HA.lit: 11-'IUL:Aj\ ~l)NTJiA.&Ta. to. f'IJRC0H,AS~' 
l\UWAUl CRU.:;11.!:. . . 

78 

, .. Ci:ktAU cO~DlTIDl'ts HAVI:: 1)1\:Elf AI:l'ACllliP TO THIS ~f'r"ICR''FOR 
: ''L MAJOR OFF-TA KEH;; •. fl RST, THF.Y tlUST RAllSPORT' TIU~ ADPlTlOIUL 

: L ljj KU'.iAU 011. TANKE:R COMl'Mll <HllTC) VESSli:l.ij A Nii, SECQ;JZ:, 4A\.iti 
,. rn.-: THRil co~JPANI£5 lS REOU!Rli:i) 10 UK,E; HS l:il1AJ1r.. uF tHll 

, lLLlON 8ARRU:LS 'Of C:XTRA H£AVY CRUDl:. Pf;QDlJCii:D lfl THE NIU!RAL. 
. . ,,Ii ~lilCit I:.> l"HESb:tHLY Ht:LO IN STOliACllf: tlti:CAUSE IT I~ DIFrtClll.I 

• _ ~ .Jtt!.:>b.OVl:i-fi, HfE "f'!ffll!:l'!'"-·eo~ r.;1ur.;;i:fRrc-rr flJ:'.ll/1 . 
. '. :JCOUNlS UNC•t.:R Thl:.I fl t;EGULAH CONTk ACTS,' li'lLL HAVli: TO f' AY Tliti: 
.,, FICIAl. f'RIGJ.: FOR !HIS AllDt'CIOtJAl. .:;u •• tlORl~AL. CREOH Ti~RMS, 
1.r.. 0 Gt> DAYS, WILL APPLY. BOTH BP. At.ID'ShU::l.L, WlilCl< HAVi; 
. l f'rERED THl: l.lRli.AH~T i.os;;i::s AS A m::.s~Li or TKE CUTOJi'f l)F 
lnAlUAH 011.. ?HODUClION, Af'PAf(E:NlL'r' Wil.L HAVE licO PR.OBl.iH .WU1' 
I iliSt: TERI-IS AtoD '.ARli: c;xrr:crq 'TO tilij~ CONTIMC?S FOR uus 
.1JUIIU.Jlf\I.. QUt.NTI IY. 

·1. Alf ADOITI ONA!. CONDITION .HAS 8£li:a ,APPL.:1EU 8V TKE· MINISl!tY 
.u T.ttE OFFER TO 6ULI'' FOR ·THIS ADU1Tl0WAL. •OU. PURCHAS.lt.Tl\,i! . 
, IL l'IIllI STk'i 1 S OJ:;ViMIDI lH.i THAT 1ltJL1 $1 GN A l 0,..'tEAR AG.Rf:!ll!d:Hl 

1 _; PURCH~E eidO ,SIJ:J TOllS OF' I.PC&~ TIUS CON.UlH!i~ WAS 4,l>DH 

.. ~CAUS& GUl.F CANCELED A COtlTRACl' LATE IN DECE.MBU TO J>URC!t~Si. 
f"IS UOUllG OF U'G WHU IT;;; IHtEND!:O .JAPAlHi::Si QVitO•liR, _ 
llSIJIHilil, SUDJ;>EllL 'i WI lHD~E\il fl<Of'I AN A~R~.El'l'ENT T. (I PUHCKf\~!iL 

LllS AMOUNT OF LJ'G. uU.Lf HAO PREVlQUSt.Y PUP.CHASE!'> l.0,"tHI :r~ 
i.lf LPQ ANNUALLY FOh THIS CUSTOili':R j\NP: ~J\D lHCREASE:D TtliLAf'JO~tJf 
1.) 2klll,lit"" TONS JN ANHCIPATION OF' J.1N UCRl!:ASf;D UQUJR!Utli:.iT, 
i'.JWE11i1', ACCIJRDINU ro nm: aui.r l~Jt:llIONAI,., REPRE8£NTAHllli' HI ~tlii!11JT 
f.1l va KArll\li:T lN JAPAN IS PHAClICALL.Y S:iHURATED AS l' HE$ULT 
,~r mt AV,\ILl\BlLITY or ·p kl cE-co~i::nrrv:i:, ALTERNATt: FUKJ.!i 
r'l.11..l,.Y ENABU tHi USEkS TO SrU FT l'O Oil\li:R ~OIJ!tCES or ICNl:Rij'l. 

"'' GQF ALSO HAS. OlffICULIY WIT~ TKll ccmartON REQUifliifG lfMNSPORl' 
I~ KvTC TAH~~RS B~CAUSK, AS A R4SULT' Of T~£· PAl'll\G~ TO . 
~iANTRy BAY l'ACILITil:':S IN IRELA»l>, X'I Hl\S'A SU8Pl.US .OF 'Uttk~lt 
c.~PACITY. srncc: tai:: MUISTfi'J', oF:Qij..COtlTHAC'f REQUIRES IHAf.l>l.E 
i liRCKASii:RS f\i~uOHATE rHE Ulll\£R CHA;~iai::s .WlTH ]l\Otc. !iUL.i' l.S 
c::;NCERH&:tl Tli.Al LT 1·1IGHT FUD ITS~J.F' Hi A POSltlON QF 61Afil<li!t:t~G 
r.11s AOOlTIONAL Cf\UDE AT A LOSS11:. 'lllCCtJli.PIIHf'TO ITG F:l!PRl:SililUl'lY~. 
,uLF IS CUIU-:~llTLY CAREFUi.LY RiVU:WI Nil nmr orn~. 
,,. WHEJI PROVIt>litG TKIS I NJo.OkMATlOli '!':> Mi;· :rt4E OIL ,tllltUITU 
uiCl.ARED THAT THIS DECISION WAS BUtlG f AM,;11 BY Tl.c&: GOK TPR 
•p YltlCAL flUSCiNs,• NAf'li:LY ro tlA.11~ /I COltT)UBUTION fJl T•HP: l 

AuDITIO~L !iUPPUC:S QF OIL TH'AT'\'I~i.· BE Nf,~1)~ t'1 1 Md~ UP 'f~l 
LJSS' OF IRAllIAN OIL J>HODUCHON.:M[ 1\SSEill'ED lHAT, OTHJRWISli:'il 
fHC KUWAITI P.OLlCY T~ 111\lNTAIH A srRlCt;<,;ill.lNQ ()If na· CIWN: 
~rlOOUCTJOlf Al' t PIILLlOI SPD 4\liRll~1-ifAS 1 µ .. CK~NGEQ11· MAEBflt.Ofllt, 

.,r 
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CONFZOENTIAL 

vv ESA249XWA764 Z~.IANl9 IU ..... 'Sh 
00 RUQl'IKR 
DE RUQMKW 0392 0240845 
ZllY CCCCC ZZH 
0 R 240818Z JAN 79 
FM Al'IEMaASSY KUWAIT 
TO RUEHC/SECSTATE WASHDC IMMEDIATE 2829 
INFO RUQl13I /AMEl'BASSY ABU DHABI 4396 
RUFHRS/AMEMBASSY ALGIERS 908 
ZEN/USINT BAGHDAD 
RUFHBS/AMEMBASSY BRUSSELS 678 
RU~SRS/AMEMBASSY CARACAS 415 
RUQMDH/AMCONSUL DHAHRAN 3881 
RUQMOD/AMEMaASSY DOHA 2302 
RUKQaT/AMENBASSY JAKARTA 0352 
RUQMRA/AMEMBASSY JI ODA 59116 
RUIAQL/AMEl'13ASSY LAGOS 369 
RUFHLC/AME~~ASSY LIBREVILLE 0226 
RUDTC/AMEMBASSY LONDON 3290 
RUQMAM/AMEM3ASSY MANAMA 3685 
RUQMMT/AMEMBASSY MUSCAT 1768 
RUFNPS/AMEMBASSY PARIS 2074 
RUESQI/AMEM3ASSY QUITO 220 
RUQMHR/AMEMaASSY TEHRAN 4670 
RUEHKO/AMEMaASSY TOKYO 568 
RUqMTI/AMEMBASSY TRIPOLI 1214 
RUl•HAU/AMEMaASSY VIENNA 498 
BT 
C 0 N F l D E N T I A L KUWAIT 00392 

Lil'IDIS 

BRUSSELS FOR USEEC 

PA::IS ALSO FOR OECD 

E.o. 12065: GOS 1/24/85 Cl'IAESTRONE, FRANK Ee) OR•M 
TAGS: ENRG, OPEC, KU 
SUBJECT: MORE DETIALS OH !~CREASED KUWAIT OIL PRODUCTION 

REF; KUWAIT 37B 

1. CC • ENTIRE TEXT> 

INFO 
AMB 
DCM 
POL 2 

POL/M 
Ill 
lU 
ADM 
CRU M 7 

2. DURING A JAN 23 MEETING WITH OIL MINISTER SHAIKH ALI 
KHALIFA AL•SABAH ON OTHER METTERS, THE OIL MINISTER SUPPLIED 
l•iE WITH FURn~ER PRECISIONS ABOUT THE KUWAITI DECISION TO 
INCREASE ITS CRUDE OIL PRODUCTION LEVEL DURING 1979 BECAUSE OF 

THE IRANIAN OIL PRODUCTION FUTOFF. HE STATED THAT THE COUNCIL 
OF MINISTERS, IN APPROVING THE PROPOSAL DESCRIBED REFTEL, 
HAD PLACED A CEILING OF 21 200 1 000 BPD ON KUWAIT'S 
CRUDE PRODUCTION, 

80 

J. ALI KHALIFA EXPLAINED THAT THE OFFERS TO THE THREE MAJOR 

UFF·TAKERS INCLUDED CERTAIN CONDITIONS TAILORED TO EACH ONE 
UF THE THREE COMPANIES CBP, SHELL AND GULF>, PARTICULARLY 
WITH REFERENCE TO THE USE OF KUWAITI OIL TANKERS. HE SAID 
rnnr BP AND SHELL WOULD TAKE THE AMOUNTS OFFERED UNDER THE 
~ONDITIONS PRESCRIBED, BUT IT WAS UNLIKELY THAT GULF WOULD 
TAKE ADVANTAGE OF THE OFFER. WHEN I PRESSED HIM Oil WHETHER 
THE CONDITIONS INCLUDED IN THE GULF' OFFER WERE BASICALLY 
IJIFFERENT F'ROM THE OTHER TWO, ALI KHALIFA REPLIED, SOMEWHAT 
lVASIVELY, THAT THE CONDITIONS WERE RELATED TO ITS PREVIOUS 
PURCHASES OF BOTH Oilf AND G·AS, BUT WOULD ADD NO MORE DETIALS, 
IE MAINTAINED GULF'S DECISION WA$ RELATED TO THE FACT 
rHAT THE USE OF KUWAITI iANKERS WOULD INCREASE THEIR COSTS 
TO SUCH A POINT 1HAT IT WOULD NOT BE PROFITABLE TO MARKET 
THIS ADDITIONAL CRUDE UNDER THE CONDITIONS STATED. 

4. GULF REGIONAL REPRESENTATIVE CONFIRMED THIS. FACT, STATING 
THAT GULF, BECAUSE OF' TIS CURRENT OVERSUPPLY OF TANKER 
CAPACITY, WOULD INCUR A COST OF ADDITIONAL $1 PER BARREL BY 
l.!.iING KUWAITI TANKERS WHICH IT COULD NOT RECUPERATE FROM ITS 
CONTRACTUAL CUSTOMERS. HE NOTED THAT BP AND SHELL WOULD 
BE USING THE ADDITIO!lAL CRUDE IN i:HEIR OWN REFINERIES AND 
COULD PRESUMABLY RETRIEVE THE ADDITIONAL COST THROUGHT THE 
ANTICIPATED HIGHER PRODUCT PRICES. 

~. ALI KHALIFA SAID THAT THE AMOUNT ORIGINALLY OFFERED TO 

f6=- 2; ;_ra 
Co/'., F 
LI ,11 D !_S 

GULF WOULD NOW BE OFFERED TO OTHER PURCHASERS OF KUWAITI OIL. 
IN CONCLUDING OUR DISCUSSION OF THIS MATTER, HE AGAIN REQUESTED 
THAT THIS INFORMATION BE HELD VERY CLOSELY WITHIN THE GOVERN• 
1'1£NT, INDICATING THAT THERE WOULD BE NO RELEASE OF THIS 
rnFORMATION TO THE KUWAITI PRESS. HE MAINTAINED THAT, IF IT 
UECAME PUBLIC KNOWLEDGE, THE GOVERNMENT AND PARTICULARLY HE 
AS OIL MINISTER WOULD BE CRITICIZED FOR THIS INCREASE ABOVE 
THE NORMAL 2 MBPD CEILING. 
MES TRONE 
BT 
0392 CONFIDENTIAL 
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i1·l1 
'111 

~~~NVV ESB~42~WA42 
nn RUQMHR 
D8 RUQM!W 42530/1 0331440 
zr.iy ccccc zza 
R 30132eZ JAN 79 
FM AMEMBASSY KUWAIT 
TO RUEHC/SECSTATE WASHDC 2884 
INJO RUQMBl/AMEMBASSY ABU DHABI 
Z~N/USINT BAGHDAD POUCH 
~UEHEG/AM~MEASSY CAIRO 2193 
RUEHDM/AMIMBASSY DAMASCUS 1446 
kUQMDH/AMCONSUL DEAHRAN 3887 
~~QMOD/AMEME!SSY DUH! 2313 
HUQMRA/!MEM'PASSY JIDDA fr32J7 
RUDTC/AMEMBASSY LONDON 3332 
3UQMAM/AMEMFASSY MANAMA 3696 
RUEHMO/AMEMEASSY MOS'tOW j53 
RUQMMT/AMEMEASSY Mi!SCAT 177? 
RUQMNS/AMEMEASSY SANA 1212 
RUEKJCS/SECDEF WASllDC 
RUERI.l/US ICA \!IASBDL 
J:\USNA.U/USC I NC &:UR 
ii:UHQBQA 
RUQMBR/AMEMBASST tiBRAN 46?6 
:ET 

CONflDENTIAL 

C O N F I D E N T I A L SECTIO~ 1 OF 2 IUWAIT 0530 

CINCS FOR POLAD 

LONDON FOR GLASPI~ 

~.O. 12065: GDS 1/30/85 (CLOIAN, JAMES L.) OR-P 
TAGS: MPOL, SOPN, ~U, ZP, IR, US, ITi 
SUBJ: (U) ~UWAIT COMMENTS ON RE~ION!L SECURITY 

00198.:; 
ACTION: 
PM l 
INFO: 
AMB 
DCM 
POL 2 
ECON 2 
I ADM 
OR 
CRU 2 
8 GAM 

R~IS: 1) KUWAIT 0359, B) CAIRO 01843 (NOTAL), C) STATE 01?a01 
(NOTAL) 

1 (C) SUMMARY. KDWAIT PRFSS SAS EXAGG~RATMD GULF SECURITY 
A~PECTS OF SECRETARY or DEFENSE BRO~N'S JANUARY 25 CONGR~SSIONAL 
TFSTIMONT. COMMENTING ON BRO~N'S TESTIMONY, GOK SPOKESMAN . 
HS REJECTEt ANY KIND OF FOREIGN INTERVJ:NrION IN TbE UfA!tlS 
OF THE GULF AND SAID THAT IU,AIT HAS NOT SOUGHT SECURIJY 
GUARANTEES OR PROT~CTION FROM .OTHER COUNTRIES. WHILE THIS . 
STATEMENT IS MORE CATEGORICAL TBAN HIS VIIWS BEPOR~ED I~ l~Y A 
R~GiRDING THE iOLl OF BIG POW1R5 IN TBE GULF, SPOKIBM!N S 
REMARKS MUST BE SE1"i'l AS PART OF POLICY BALANCING _ACT 'iBlCH 
~O~ PLAYS AMONG ITS LARGE NEIGH]ORS IN TBE AREA AND BiTWllN 
~tE SUPER POWERS. 

CONFihENTIAL 
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CONFIDENTIAL PAGE TWO 1986 

n.~- .;.; 

.. (UI ON JANUARY 26 MOST KUWAITI ARABIC LANGUAGE NEWSPAPERS 
.AVE FRONT PAGE TJEATMENT TO US SECREtART OF DEF1~SE BROWN'S 
·~NUARY 25 TZSTIMONY TO THI SENArE ARMED SIRVlCES. COMMl!TEE. • 

1110 NEWSPAHRS (H-ANBA AND AL-RAI-AL-AM) HEADLI~J:D US . FURS. 
.... US-SOVIE'r CONIRON!'A'HON IN THE GULF. AL-NA111, AL-WAUN UD 1 

1~-QABAS SAID THt; SECRETARY SPO~£ OF T~E PIOBABILITT" 0, 
• 111s CON1''ROilTATION, THUS, MAKING SAME DIST.fJR'U-ON AS S011E C.UBO 
IAPERS (RIF B). WHILE ALL PAPERS SAID TB' US S4S BEGUN 
1 ii}:f ARATIONS FOR THIS "PROBABl,LlTY 01

, Tnt.Y .. At-,·O' MADE CL.EAR TBJ.'r 
·: INTERVENTION" WAS CONTEMPUTED ONLY I"'k R'iSPONSE ,TO SQVU'f 

"11VES. 

' . ( U) ON JANUARY 29 ARABIC NEll'SPAJ?ER AL,.SITASSA l'QIUt'l'Ell 
!1•MMENTS MAllL IN RESPOl'\SE TO SECRNTARY ll~WJil.~£TATli1M!Nlf 

1 :r MINISTER OF STATE FOR CABiNET AlfAiiS"lBDUL AZIZ SO~AI~, 
•l·n SERVES AS GO!' SPOUSMAN. HUSSAIN SA.ID TU GOK ilj!JECT$ 
1~Y KIND OF FOREIGN INTERVENTION IN THE GULF, IRREfPECTIVE 01 
: 11! TYPE OR DEGREI OF INTi;RVEN'l'lON. llE NOTED THU THE STA.T'!S or 
., ~ GULF AND THE AHABilN PENINSULA ARE U~ITED IN OPPOSITION 
·: FOREIGN INTERVEMTION. HE SAID TH~T KU~AIT AND THE GULF S?AflS 
1 1 NOT INTEND TO GIT INVOLVED IN ~Hi STRUGGLE AMONG TBi GREAT 
I HRS. AS ln:GARDf. KUWAIT' lrn SAID HIS COUNTRY DOES NOT SUK:. 
' ~ECURITY G~ARANTEE -- EITHER IN THE FOIM Of AN EXPEDITIONARY 
,. RCE OR OF 1'l!E ·INCLUSION Ol!' ·KUWAIT IN 'A REGIONAL DEfi:NSE PACT 

1QM ANY 01'BER STATE. 
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''''II 

CONFIDIENTIAL PAGE THREE 198~ 

NNNVV ESB037K~A423 
R. RUQMHR 
~ RUQMKW #~530/2 03014l~ 
~y ccccc Zl.li 

h 301328Z J.\N 79 
iM AMEMBASSt KUWAJr. 
10 RUEHC/SE~STATE 'A$HDC 2BG3 
INFO RUQ~BI/AMEMBASSY ABU DHABI 4410 
7 1N/USINT BAGHDAD POUCH 
FUEHEG/AMIMBASSY CAIRO 2194 
RUEHDM/AMEMBASSY DAMASCUS 1447 
dUQMDH/AMCONSUL DHAHRAN 388P 
BUOMOD/AMEMjASSY DOHA 2314 
PUQMRA/AME~BASSY JIDDA 6J08 
RUDTC/AMEHBASSY LONDON 3~33 
kUQMAM/AMEMJASSY MANAMA 3597 
RUEHMO/AMEMBASSY MOSCOW 364 
HUQMMT/AMEMBASST MUSCAT 177H 
qUQMNS/AMiM!ASSY SANA 1213 
RUEKJCS/SECDEF WASRDC 
rtUERIA/USICA WASHDC 
RUSNAA!/USCINCEUR 
RUHQP.QA/USCINCPAC 
RUQMRR/AMEM3ASSY ~~HRAN 4077 
Tl'f 

1 I 

c 0 N r I D E N T I A L S~CTION 2 or 2 KUWAIT 0530 

4. (C) COMM,,NT. Hl:SS IN'S COMM~:NTS lH'.f'ftJ':Sl:NT THE S1'ANDAi'!l> 
GOK REACTION THAT IS &UTOMATT~!''Y TROTTED OUT IN RESPONSE 
TO COMMiNTS OF SE~IOR AMlR!CAh OfFICIALS ABOUT THE US INT!HEST 
I~ THE SECURITY OY TEg PERSIAN GULi. THE ACTUAL CONTENT or 
ANY AMERICAN OFFICIAL'S REMA~RS IN THIS RiSPECT, AND ANY NUl~C1S 
JN HIS STATEMENT, ARE DIS18GAHCED AND KU~AifI DEJECTION or FOREIGN 
rnTERVENTIOrl" ,IN THE GUI,F IS TRlJMl'i<;•rn:, Lorn AND CL1'J\R. llESIDES 
PUBLICLY REASSURINJ THK IJAQJS or NO KU~AifI PBEDILECTIO~ TO 
RiLY ON US SECURITY SUPPORT, THE GO( STATEMENT S~RVES TE~ , 
PPRPOSE OF llEPEATING FOR 'I'l!E BEltEJ<'IT CF FALESTINIAN EARS l(UWAIT S 
ADHERENCE TO ARAB SOLIDARITY. WlILE TJESL COMMiNTS ~AY APPEAR 
TO BE IN CONTRADICTION TO HUS~AIN'S REMARKS RiPORTED IN 
REF A, IN l!'ACT TBH ARE NOT, '~N T!rn LATT8R 1NS1:ANCE, HUSSAIN 
~·As NOT REACTING BUT RATHZ!\,J;..tVINC KUWA!'r'S vu;n ON THE 
SECURITY SITUATION IN THE AREA IN THE LIGHT OF THE IRANIAN 
CRISIS. THESE VERF DEVbID OF THE POLEMICS INVOLVED IN HIS 
JATEST STATEMENT AND REPRESFNT, WE B!LIEVE, A MORE ACCU~ATE 
R2FLECTI0N or 1H~ GOK POSITION, THUS, TR~S~ TWO STATEMENTS SHOULD 
ES SEEN !$ PART OF THE CONTINUING POLICY iALANCI~G ACT WRICH 
BE KUWAITIS S\:EK ·ro URFORM ,AMONG THEIR LANER NEI('d!BORS 
AND BETWEE~ THE SUPER POWERS. iSTRONE 
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~NNNVV ESB039K~A290 
"iii RUQMHR 
r:E RUQMKW 110701/1 0390955 
ZN! CCCCC ~ZH 

'i <'71429Z fEl' 79 
;·H AMEMBA-5-fr! KUWAIT 
cO RU_ERC)s:1cSTATl~ WASHDC 2947 
JNFO RUQMBI/AMEMBASSY ABU DHABI 4429 
ZEN/USINT BAGHDAD POUCH 
llUDKEBQ/AM~MBASSY B•RN 50 
111JFHOL/AM1:~1BAS S! 1lO!f1~ 491 
•UQMOD/AMEMBASSY DOHA 2331 
~UQMRA/AHEMBASSY JIDDA 6032 
~CTDTC/AMEMHASSY LONDON 3314 
llUQMAM/AMEMBASSY MANAMA 3712 
oUQMMT/AMEl'iBASSY MUSCA'r 1793 
llllJo'NPS/AM:OY,BASSY PAJdS 21184 
1:UQMYA/USLrJ RIYADU 299 
IJQM~!R/AM!.:,1PASSY rEHRAN 4687.,/ 

,UDKEBQ/AMCONSUL ZURICH 007 
•T 

8frn79 i I 35;: 

. 0 N F I D E N T I A L SECTION l OF 2 KUWAIT 0701 

. ~PT PASS REASURY 

.. 0. 1206~: GDS 2/7/85 (LUMSDEN, G. Q.) OR-3 
I AGS: EFI N • .'. u 

002sss 

ACTION 
CO.-J 

INFO 
AMB 
DCM 
POL-2 
PM 
OR 
ADM 
ICA 
AGR 
CRU-2 11/JA 

·~ilJ: (C) INCRE!S~D CAPITAL now FJWM KUHIT REFUCTS CRISIS 
\:; h!N 

l. (C - ENTIRE TlKT) 

. SUMMARY: EMBASSY CONTACTS IN BANKING AND BUSINESS CIRCLES IN 
\IOIT NOTr A MAh :ED INCRl:ASE DURING 1u;cENr WEUS IN TH~ 

"ONEY TRAN::1 ER AC'1'IVHIBS OF BANl\.S HERE. rHESl INCREASED 
1',iPl\ENCY El.PORTS ARE SAID 1'0 BE COMPRISE;; MOSUY or PRIVATE 
·UNDS DEST!NID ·FOR DOLLAR MAR,ETS IN EUROPE AND IN THE US. 
:·11.: INCH.iA::F I~ G ~NE~iALLY CIUD AS REPHESENTINL; THE FLIGHT 
r CAPITAL F~O~ NfIGS!OHING IRAN TO "iESTERN MONIY MARKETS 

:'!R0uGH l\UiiAI1'~S FREE AND RELATlVELT EHICIENT .BANKING SYSTL 
•Ir/EVER, HT!RE AR~ INDICATIONS THAT AT LEAST PART or THE INCREASE 

:" TRACEABLE ro MOVEMENTS ABROAD o~ KUWAITI MONEY. TH~ 
··\~AGING DIRiCTOH or ONE OF lUWAIT'S LARGEST BANKS INSISTS 
.. '!A'1'l WiiIL!: rnwAI'l'I MO~IETARY FLOWS !.R): SOME"iHAT ABOVE NOijMAL 
:T PMESENT, THE INCREASED OUTFLOW IS NOT IMPORTANT IN 
·•SOLUTE TthMS. ~~ ADMISTS, HOWEVER, THAT A SPILLOV~R OF 
:"AN'S PHO~LEMS INTO THi ARAB SIDE OF TvE GULF--PARTICULARLY 
G))l IRP,Q--COULD TRIGGER MAJOR CAPHAL FLIGHT FROM KUWAIT. 
(~SUMMARY. 
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3. DURING THE PAST WEEK, ~E HAVE BEEN DISCUSSING WITH SOME 
LOCAL BANKERS AND BUSINESSMEN THE OUESTION OF MONETARY FLOWS 
FHOM KUWAIT IN LIGHT or THE CURRENTLY UNSETTLED CONDITIONS IN 
IRAN. THERE HAVE BEEN RUMORS AROUND TOWN ABOUT THE 
CLANDESTINE ARRIVAL or CURRENCY !ND OTHER NEGOTIABLE 
I~STRUMENTS FROM ACROSS THE GOLF. OUR DISCUSSIONS HAVE 
ccn;FIRMED THAT, ALTHOUGH rHE GENERAL TREND BEGAN AS fAR BACK 
AS LAST NOVEMBER, THE PAST SEVERAL WEEKS HAVI SEEN A MAR,EV 
~PTURN IN THE MONEY TRANSFER ACTIVITIES OF BANKS HERE. THE 
rOARD CHAIRMAN 01 ONE Of THF COUNTRY'S MAJOR INVESTMENT 
I~STITUTIO~S HAS TOLD US THAT "RIGRT NOW, LOCAL BANKS AR~ SO 
TISD UP PROCtSSING IRANIAN TRAN§FER ORDERS THAT THEY DON T RAV1 
TIME TO RETURN OUR PHONE CALLS. 

4. MOST or ODR OTHER CONTACTS LIK~LIS! MAINTAIN THAT IRANIAN 
CAPITAL FLIGHT THROUGH IUWAIJ IS TBE PRINCIPAL CAUSE or 
ttlE CURRENCY PHENOMENON. KUWAIT, TREY Nor~. IS THE NEAR~Si fREE 
T'lANSFEll. POit..T TO IRAN HAVING A RELATIVELY EFFICIENT B!NUNG 
SYSTEM CAPABLE or HANDLING THE LOAD. THUS FAR, EVE~ APPROXIMATE 
tIGURiS or TEE AMOUNTS INVOLVED HAVE BEEN IMPOSSIBLE TO OBTAIN, 
dUT OUR SOURCFS PRESUME THAT THE MAJORITY or THESE TRANSFERS 
An~ DESTINED IOR EU~OPEAN DOLLAR MARllTS AND FOR THE 
UNITED STATE~, WITH DESIRABLE DEUTSCRMAR!t SWISS fRANC, !NU 
JAPANESE YEN PLACEMENTS MORE DifFICULT TO OBTAIN. 

~. RUMORS HAVE NOT BEEN CONFINED TO IRANliN CAPITAL FLIGHr. 
OU~ CONTACTS ALSO REPORT A LOCAL MONEY SQUEEZE THAT HAS 
Sb\!ERAL BAN~S SHARPLY REDUCING OHR"DRAFT LEVELS GRANUD-­
PAP.TICULARLT ON EXPATRIATE ACCOUNTS--!ND EVEN TAKING 
T~~ UNPOPULAR STEP (USUALLY AVOIDED) or BOUNCING CRiCKS OF 
DiFlCIENT KU~llTI DEPOSITORS. 
PT 
#67"1 
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• NNlV ESB041KWA291 
RUQMHR 
RUQMKW #~701/2 0391005 

T CCCCC ZZH 
• 071429Z JFB 79 
1~ AMEMBASSY KUWAIT 
;1J RUEHC/SECSTATE WASHDC 2948 
!NFO RUQMBI/AMEMBASSY ABU DHABI 4430 
!~N/OSINT BAGHDAD POUCH 
~11 DKEllQ/ AMEMBASSY BERN 51 
•111fHOL/AMEMHSSY BONN 49Z 
,1 1IQMOD/AMEMBASSY DOHA 2332 
~IJQMRA/AMEMBASSY JIDDA 6~3J 
~tlDTC/AMEMBASSY.LONDON 3315 
1'IQMAM/AMEl1BASSY MANAMA 3713 
~tlQMMT/AMEMBASSY MUSCAT 1794 

:fNPS/AMEMBASSY PAR IS 2~85 
11 llQMYA/USLO ,RI,lf!llh 3"3., 
"'!QMHR/AMEtlBASS? TEHRAN 4688 
111JDKEBQ/AMCONSUI. ZURICH 308 
~1 . 
.. 0 N r I D E N T I A L SECTION 2 or·2 IUWAIT 0701 

' . IN DISCUSSING KUIHIT MONETARY FLOWS WITH THJ: MANAGING­
'fHECTOR OF ONE OF KUWAIT'S LARGEST BANKS, WE NOTED TRAT EVEN 
t ·' OUGH THE IJ S BAD JUST ANNO UN CED A LARGE TRADE DEi'IC IT JOii 
: rCEMBER, THE DOLLAR REGISTERED GAINS ON VARIOUS MARKETS 
LAST WFEK. HE ADMITTED THAT THE POLITICAL SITUATION IN THE 
,,·11i .WAS CURRENTLY CREATING HIGHER THAN NORMAL• CAPITAL . 
'X~ATRIATION AND THAT THIS COULD HAVE INFLUENCED W~STERN MONEY 
NAHKETS AS ~E HAD NOTED. WHILE MOST 01 THE FLOW VAS FROM IRAN 
I~ SAID, S~~E ABOVE-NORMAL AMOUNTS WERE ALSO COMING FROM (UW&iT. 
Pr DESCRIBED THE LOCAL MONEY MARKET &S •NERVOUSE" BUT INSISTEP 
t 1 AT THIS 'I/AS NOT AN EXAJlGERATED OUTFLO\f 1 GIVEN TU USUAL 
•!CH LEVEL OF FOREIGN PLACEMENTS FROM KUWAIT, HE PROVIDED 
'1 1 FIGURES, :BUT SAID THAT, IN ABSOLUTE TERMS, THE AMOUNT Of 
.,,if'<Ef OVER NogMAL LEVELS WHICH HAD #EFT KUl'AIT SINCE LAST 
'<,JV!:MBER WAS REALLY NOT IMPORTANT. HE CONTINUED THAT, .AS 
• ~ESULT OF EVENTS IN IRAN, £UWAITIS HAD BECOME LESS sBowr 
•ITH THEIR MONEY. 'llH~J: THIS WAS .l SIGN or NERVOUSNESS TO 
~HICH HE HAD REFERRED, HE BEtr:~:~ THAT REALLY IDSRUPTIVE·JLOWS 
'• KUWAITI CAPITAL liERE UNLIKELY TO BE TRIGGERED IN THE USENCE 
0~ A SPILLOVER OF THE IRANIAN CRISIS ONTO THE ARA» SIDE or TliE 
~ULF, HOWEVER, IF THERE WiRi TROUBLES IN BAGHDAD, aE SAID 
I '.'HIT MONEY ~OULD FLOOD OtJT or THE COUNTRY. 

'. COMMENT: THE CENTRAL BANK HAS JUST l!ELEASED CONSOLIDATED 
H~UNG STATISTICS FOR THE FINAL WA.RTER OF 1978, THE J'OUIG-N 
~•fS 01 KOVAITI >ANKS INCREASED BY 275 MILLION DINARS 
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U!LS $3 70) OVER THE THIRD QUARTER. PRIOR QUARTEllLt 
i~c~~A~~s DURING 1978 W1RE 30 MILLION DINARS FROM THi FIRST 

~g ~~~ ;~~~~DQ~~~~i~~ e~~1~0T~rnL~S~c~ 1 ~~RiN1~~~Ri~~Es~g~~~I~~~ 
CAPITAL FLIGHT WE NOTE THAT SIGHT, TIME, AND SAVINGS DEPOS · 
or KUWAITI RESiDENTS IN [UWAIT ALSO INCREASED STEADILY DURING 
THE ENTIRE YEARt BY 110 MILLION DINARS FROM TBE 1IRST TO 
TliE SECOND QUARTIRI BY 52 MILLION DINARS FROM THI SiCOND TO 
THE THIRD QOARTHI AND :BY 120 MILLION DINARS illOH Hi !ltlltll 
TO TBl JOURTR QUARTii. H!ESTRONi 
1!T 
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ltj•Jt:CT: Kuwait Oil Production Pol icy; OPEC Pricing Pol icy; Iranian Crisis; 
Regional Security in the Gulf and the Linkage to Arab/Israel Affairs, 
Iraq/Syria Union 

'"'"''clPANTS: Mr. Mahmoud K. al-Adasani, Under Secretarj, Ministry of ,Ai). Kuwait 

Mr. Quincey Lumsden, Economic Section (TOY), Amembassy, Kuw.tit 
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I l1egan by asking Mahmoud about an item I had seen in the Petroleum Trade Press 
111 France prior to my arrival in Kuwait at the end of January. I said it had 
t-r•n reported that Kuwait was authorizing increased off-take to its traditional 
•u·.tomers (BP, Gulf, and Shell) above the 2 million bpd total limit currently 
1n~iosed. I added that the Trade Press report indicated that each of these 
•ompanies was to be permitted about 40,000 bpd of extra oil this year. Mahmoud 
"".ponded that the report was "about right." He said that Kuwait would not 
•<lt1ere strictly to a flat 2 million bpd limit. This limit, he said, is a self­
l•~•osed indicative planning target in any event, since the National Assembly 
•••·· been dissolved. Further, he continued, since Kuwait lost a number of 
important sales while the Doha two-tier pricing system was in effect, a little 
t"t of over production would simply permit average liftings to rise to the 
.. million bpd authorized limit for the overall 1977 through 1979 period. 

ll.11>n10ud continued that since Kuwait has a balanced budget and no llldjor financial 
1•111blems face the government, the 2 million bpd limit would remain the guide-
! 1ne for the forseeable future. He explained that any small, temporary increases 
•t•ove 2 million bpd, which might be authorized from time to time--such as the 
.. .,rent ones--were motivated principally by domestic economics. (n.b. The 
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correctness of this statement is arguable in light of statements by impec­
cable Embassy sources that the increase was motivated by international 
political considerations.) The 1979 production increases, Mahmoud main­
tained, are gas oriented. He said the staggering growth of Kuwait City, 
which showed no signs of slowing up, plus the upcoming inauguration of the 
Kuwait Oil Company's new 1 billion dollar LPG plant would produce in 1979 
a sharp increase in local demand for associated gas. For the time being, 
he said, the only way to meet this demand was through an increas~. in oil 
production. Since free non-associated gas could not be counted ·uppn over 
the near term, Mahmoud said that the Ministry of Electricity and Water,had 
been instructed by the government to allow for dual-firing of its power and 
water installations. "We are preparing to use more heavy fuel oil and 
even straight crude to make electricity and water," he said, but potential 
"savings" in times of short supply have now been offset with the huge .LPG 
project coming onstream. This had been designed to operate on the surplus 
assochted gas. produced when Kuwait had 1 3 million bpd national oil produc­
tion limit. 

Mahmoud granted that Kuwait's decision to increase oil production did have 
important international ramifications. Nevertheless, he again insisted that 
the primary reason for the decision was domestic. He emphasized this point 
by citing two non-domestic factors which he said operated as constraints 
upon increased oil production from Kuwait. First, he said, Kuwait had been 
"burned" and had lost customers during the two-tier price system. Thus·; 
since its heavy crude made it a continuing target for this sort of thing in 
a soft market situation, Kuwait did not now wish to utilize the customer­
stealing precedent at the expense of other OPEC members, even though the 
market is tight. Secondly, the fact that in this particular instance the 
affected OPEC member was Iran made Kuwait doubly cautious. It was at Iran's 
expense, he noted, that Kuwait first became a major oil exporter back in the 
early 1950's. Now, however, given the nature of Khomeini's movement and its 
possible implications for Arab oil producers, Kuwait would not wish ~add 
any "irritant" to its relations with Iran's new •leaders. · 

I asked Mahmoud if he could confirm press reports that the ministers of the 
Arab oil producing states in the Gulf were re-examining crude oil pricing 
schedules in the light of the effects of the Iranian crisis. He replied 
in the affirmative and said that a decision would be made momentarily on 
prices to be charged for amounts of o•il lifted above the national production 
limits established by these producing states. For example, he said, Kuwait 
is currently selling its crude to traditional customers at a price of $12.83 
per barrel, but this oil in today's market has an iRlllediate resale value of 
$15.00 per barrel, and lighter crudes will bring about $17.00 per barrel. 
I asked if the ministers were focusing their price discussions upon tQe 
already-established OPEC price schedule for the 4th quarter of 1979, or 
upon the prices apparently being contracted for in the volatile spot market. 
~e replied "actually, neither," and said that the producers were concentrat­
ing upon the excess profits companies currently could make by "rolling over" 
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contract oil purchased under current OP.EC prices. I asked if this meant 
that the decision would be likely to fall somewhere between the $15 and 
$17 he had mentioned and he replied that ~e did not know where the 
ministers would set the price. 

Mahmoud agreed with my estimate that the current shortfall in free world 
oil production was between two and three million barrels per day as a 
result of the Iranian crisis. He added his view, however, thlt with 
some upward price revisions, there should be little difficulty rn making 
up this shortfall. OPEC, he continued, was already making up fQr a~out 
3 mil 1 ion bpd of I ran' s former 5 to 6 mi 11 ion barrel productton. 'ln 
addition to OPEC, non-OPEC sources such as Mexico were in good position 
to assist in filling the gap. 

Iran was discussed next. Mahmoud was of the opinion that the Shah had 
been a victim of indecision among western leaders. He admitted that over 
the past three months the situation had deteriorated to the point where 
there was little or nothing that the United States could have done to · 
maintain the Shah in power, but he said he could not understand why it 
had not helped the Irani an government much earlier on, "while there was 
still time." He continued, "you did nothing, so France has come o.ff as 
the big winner. They even brought the hero home in one of their air­
planes." 

Mahmoud continued that he thought it would be a mistake for the United 
States to attempt to connect the Camp David Agreements with the situa­
tion in the Gulf. He said the Gulf situation was a separate ~ffair, 
having its own independent set of dynamics. The one phenomenon conn•ct· 
ing the Levant and the Gulf, he said, was that of Islamic revivalism, 
He added that this was unlikely to work to the advant~ge of the Camp 
David Agreements, because overall Islamic opinion was now going to be 
more disapproving than ever of accommodations to Israel. 

The direct effect of the Iranian crisis in Kuwait would be limited, 
Mahmoud thought. There would surely be some pressure from conservative, 
religious elements and some activity by.the younger generation. But he 
felt that the government could avoid domestic trouble by complementing 
Kuwait's prevailing atmosphere of material well-being with a return to 
parliamentary democracy. Noting local media reports that, in any new 
National Assembly, the ruling family might wish to appoint a significant 
number of deputies, Adasani said the Sabah should limit themselves to 
appointing ministers w.., automatically also serve as Assembly delegates. 
Excessive dependence upon appoint~u <lel~gates, he said, would incur the 
dissatisfaction and disapproval of the electorate and offset many of 
the stabilizing benefits of a return to democracy. 

The conversation then focused on the proposed union between Iraq and 
Syria. The Under Secretary thought that it ~as very unlikely the union 
would actually be achieved at any time in th~ near future. But he said 
that, while neither Assad nor Saddam Hussein was' prepared to relinquish 
and of his powers to the other, the Arab cause would be served if the 
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~esent atmosphere induced them at least to stop working against each 
other. The Baghdad Summit was a great success in Adasani 's eyes. "The 
Iraqis are much more self-confident now and they want to play a responsible 
inter-Arab role." The crisis in Iran, he said, was as much or more re­
sponsible for this new attitude in Baghdad than was the continuing Arab 
confrontation with Israel. 

Finally, Mah11K>ud·noted that Kuwaiti PM Shaikh Saad's recent tr;jp to 
neighboring Arab states was another direct result of the Baghdad- Su11111it. 
He tenned Saad's trip a plus for Kuwaiti diplomacy. This aims at· t~e 
maximum cooperation among littoral states, in order to avoid regional 
tension which could stimulate unwanted intervention in the area by out­
side powers. 
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1 o•xµlained to Hamza Abbas that, after over three years away from daily contact 
••lh Gulf affairs, my visit to Kuwait was n~stly a listening one and I would be 
'"PVY to hear any comments he might have on monetary matters and how he saw the 
"•~is in Iran affecting the Gulf area in general. He began his response by 
... 11111enting that he was happy to see that the dollar was doing llkl~h better on the 
'" hdnge markets than it had been several months·ago. "None-0f us be]jeves that 
- dre out of the woods," he said, "but your monetary policies are more credi~le 
•ow." USG efforts in coming months to control inflation and its balance of pay­
~"11ts, will tell the story, Hamza continued. He added "it is in our interest 
'" Kuwait to see a strong dollar." Hamza Abbas said Kuwait was not going to act 
''responsibly on oil prices for this reason, but that we should realize the 
'"''"'tary policy that the U.S. had been 'practicing in recent months presented 
• .. w•it with a dilemma. He said that for a while he had the impression the USG 
'"'i•rded exchange rate policies as unrelated to OPEC and solely a tactical weapon 
'" its tug-o-war with Germany and Japan to get these two countries to stillkllate 
"""r economies. The falling dollar which resulted, however, presented OPEC 
••th real economic and political problems. Even Saudi Arabia, he said, was unable 

c. fw-
•. JN GQLumsden(TDY):bn 

· •l'"'X Offiu "'"' 01/if"J 

CONFIDENTIAL 

.:.-, 2/16/85 (Lumsden, Quincey) OR-E 

93 



: I 

CONFIDENTIAL 2 

to maintain support for a continuing price freeze when oil was de­
clining rapidly in value in respect to imports from the industrial­
ized world. The dilemma, he continued, is that we know that 
increased oil prices will bring the dollar under pressure and hurt 
both our purchasing power and the value of our investments. However, 
when the USG lets the dollar fall anyway, we simply do not have the 
ability to stand by and watch our principal resource lose value. 
"We are caught in a balancing act." 

Hamza Abbas continued that the real price of OPEC crude oil was 
still too low in comparison with other economic indicators. The 
Abu Dhabi price schedule for 1979, he maintained, was "very conserva­
tive." With the Iran crisis again pressuring the world market, it 
had become clear that oil companies were now able to reap unexpected 
profits on the "cheap" contract oil they were obtaining from the 
producing states. Thus, Hamza Abbas said, there will undoubtedly 
soon be another slight increase announced to compensate for these 
current market conditions. We said some price increase now would 
be preferable to holding off too long and then having the price take 
a quantum jump upward which would really wreck havoc in the inter­
national money markets. 

Hamza Abbas took a calm-and-collected approach to the Iran cr1s1s. 
(n.b. Our conversation took place the day before the attack on the 
American Embassy in Tehran.) He said that the crisis in Iran was 
producing such a dramatic atmosphere in the area that it was 
becoming difficult for 11XJst people to make clear and logical analyses. 
Nevertheless, Hamza Abbas continued, we should all try to look beyond 
the day's headlines and glean out what elements of truth we can from 
the present situation. In spite of all of Iran's revolutionary fervor 
he insisted, Khomeini will need to get his economy going again, and 
this means that he wi 11 have to reach a working agreement with the 
United States. One thing is certain, he said, and that is that 
Khomeini is not a leftist. This being the case, the United States 
should now concentr~te on finding matters of mutual economic interest 
with Iran. The U. S. should play down the political/military aspect 
of the situation as much as possible. "Go into them with economic 
suggestions," he said, since these ought to be easier to come up 
with than political ideas for the time being. 

Hamza Abbas continued that the Arab states too were going to have 
to work out a new set of relationships with Iran. If Khomeini s~ays 
in power, he said, it appears as though Iran will steer a course 
closer to the Arab world than was the case under the Shah. Every 
foreign policy position taken by Khomeini and his supporters since 
they assumed power, Hamza said, shows that they want amicable relation 
ships with their Arab neighbors. He cited declarations of support 
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un s. ven so, he continued, an effect of the revoluti · 

~~a~h:as b~e~ to alert the governments of Arab states in theo~u~~ 
domesti~eeoli~~ cons~ant ~ulse taking with regard to their own 
family isppopul~~la~~t~~! 1 ~~~- I~ K~wait, he concluded, the ruling 
and non-Kuwaitis--in the counttrymaJor1ty ollf thfe people--both Kuwaitis 
h "d . were we -o f and happy £ t 
e sa1 , is the Arab country \'iith domestic co d't· · · WP ' 

to those which had .1 . n 1 ions llXlst similar 
candidate for the n~:~v~ ~ 1 =~i ~ n r~~~~ ~t ~~~.::Egypt is the most ·likely 
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3. !'II~HSTERIAL REACTIOtl. A3U SA'UD TEND"-D TO DIS!l'lISS 
M~NI$TrR IAL AN!> PRESS REACTION Oil THIS MATTE:R AS so:11E1·:H1>T 
E1AG~~~RATED AN~ ILL-INFOR~ED. NE FJl~TE~ TO A~IR•S 
st(<T !lii:NT, CON\/'i:YED 3Y Tl-IE Oil MINISTER IO PRESS '1APCH l 
(l\EF. ~>, AS CAFl'71'"ULLY Di\ArTED POSITION OF GOK Mm 
IJJD!:'.RL I:4EO RErERE~ICE TO CONDl!IONAL PHRASE RE 
cm1r:nrnING SLIPP!IGe OF DOLLAR. C:OK DECISIO!l TO ASK rOp 
EMER(iENCY OPEC MEETING TO CMSIDE!i POSSJBLE OIL P!'!CE 
INCBEASE TO CO~?ENSATE FOP. DOLLAR DECLINE WOULD HINGE 
ON SUCH CONT rnlJED DETERIORATION. ACllJ SA' UO E!'li'H4SIZ~!l 
nfAT GOl/!:RNMENT Dl!:CISIONS ON T'.iIS MATTE:R woutn BE TAKEN 
DIRECTLY 13Y A!'IIR (lil!TH A9U SA•UU'S AiJVICE>. 

4. 1110 LOVG TERi'I CO'iCl':RN. MlrJ SA.'l!D V.~.S NOT COl'ICERNED 
ABOUT T~ ErFE:CT OF THE .DOLLAR'S DECLINE ON KUWAITI 
nwrsnmsrs, S!rlCE !HES'!!". WERE LARGELY OF A LONG-TERM 
VAR H.'.TY. SHORT-TERM FLUCATION Of LONG-TER'1 .. TANGIBLE" 
It.VESTMENS IN THE u.s. DID NOT REALLY MATTER. <ABU SA•UO 
SAID THAT 55 PERCENT OF REAL-EXCLUDING '"PDLITICAL "•, ' 
lNVESTMENT w~s IN u.s.> AMIR WAS CONVINCED THAT THE'u.s. 
ECONOMY WAS vgRy ST~OlllG AND WOULD REMAIN SO. JN FACT, ST~ONG 
CURRENCIES SUCH AS THE SWISS FRANC AN~ DEUTSCHE MARK WERE 
OVERVALVED IN RELATION TO THE BASIC STRENGTH OF THEIR 
COUNTRIES' ECONOMIS EITHER IN 1HE SHORT TERM CFOR 
911TZERLAND) OR OVER FIVE-YEAR PERIOD DURING WHICH 
GERMAN ECONOMY IS EXPECTED.TO WEAKEN A BIT. IN ANY EVENT, 
l~S. HAS THE ONLY' ECONOMY WHICH CAN ABSORB THE M~GNITUDF. 
OF" THE LONG•TERM i.NVESTMENTS BEING MADE BY ARAB OPEC 
COUNTJl IES. 

'• SKCR~TOUllf Bll>GETARY CONCERN: ACCORDING TO ABU SA'!!>, 
AO!\ CONCERN STEMS RATHER FROM IMPACT OF THE DOLLAR'S DPOP 
ON SHORT-TERM FUIDS WHICH KUWAIT KEEPS IN ~1F.W YORK TO 
PAY FOR ON-GOING BUDGETARY EXPENlITURES. ABU SA• UD 
PROVIDED THE FOL.LOWtNG EXPLANATIO~!. ALL J{WAIT ·OIL 
RECEIPTS A~E PAID IN DOLLl>RS IN NEW YCRK. THESE 
rum ARESPLI·T IN'l'O A BIDGET ACCOU1'.'T AN) A RESERVE 
ACCOUJ.1.T, THE LATTER LARGELY CHANNELED INTO LONG-TERllJ 
INVESTf'lENTS. THE Bl.DGET ACCOUNT IS KEPT !N SHORT•Ul'H1 
INSTRUMENTS OF SE:VEN DAYS TO A YEAR• S MATlRITY. THIS 
A!'IOUNrS TO TIREE TO FOUR BILLION DOLLARS';. THE ONLY 
Pl.ACE WHICH HAS IU5l'RUMENI'S LARGE ENOUGH TO HAIDLE SUCH 
rums IS NEW YORK. EACH MON'l'Jf KUWAIT- DRAWS DOWN FROM, 
THESE Fmns ROUGXI..Y THREE HUIDRED MILLION DOLLARS FOR 
CLRREm' AID DEVELOPMENTAL GOVERNMENT EXPn:r>ITURES,. 
CONVERTING SOME OF THE DOLLARS TO KUWAIT DINARS. IN THE 
PAST .TWCt' fl!ONTHS THE DOLLAR DEfflECIATED AGAI!vST THE 
DINAR ROUGHLY 4-5 PERCENT ON A WEIGHTED AVERAGE BASIS. 
"UCH OF GOVERtl1.ENT EXPEIDITUES ARE FOR IMPORTS, 
"ITH ONLY 17 PERCl::Nl' OF Ktl'.IAIT U1PCRTS COMING FROPI THE 
u. s. p AND SIXTY- rIVE PE;Rcnrr BEING PnOCURED rno~ THF. 
IEC COUN'l'RIES AID JAPAN.; ~N T·HE PAST YEAR THE DOU.Afl 
OHR ICIATED 13 . PER CEt.'r'~:

1

GAINST Tm: D~llTSCH'!: MAq!(', 2 l P'!R Ct~rr 
AGAiilST THE Y21l, 2 7 ?ER ·arr AGAHIST THE S\HtL FRANC OP.-- ON 
A WEIGHTED AVERAAGE BA -5--ROUGlil.Y 12 TO J.3 PERCENT. THIJS.OLTEl?K 
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RECIATI Oi~ PERCENI'AGES RESULTS IN 
A LOSS TO KUWAIT OF APf'ROXiMATE'.Y tfJ PERCENI', OR AT LEAST 
$300 MILLION PER. YEAR. <HENCE MINISTEff OF STATE 
HUSSEIN'S FIGl.RE OF .ONE MILLION DOLLARS 'A DAJ-•R!f .. A.> 

6. NEED FCR ASSlRED OIL REVENUES. ABU SA• U> 
REEMPHASIZED THAT THE AMIR WAS CONVINCED OF THE STRENGTH 
OF THE U.S.. ECONOMY Atll FELT THAT THE ADMINISTRATION WOULD 
TAKE THE NECESSARY STEPS TO COPE·WITH THE U.S. ENERGY 
PROBLE'"ll;J, ETC. CONSEQL'ENTLY, THERE WAS NO NEED FOR CONCERN 
ABOUT: i{lr;IAIT' S L0?!3-T.ERM ASSETS IN THE U.S. HOWEVER, 
SOMETHING NEEDED TO Bt DONE TO PROTECT KU'llAIT' S OIL 
REVENUY.S. THERE WERE TWO WAYS TO DO THIS: (f>) TO PAISF. 
THE PR ICE OF OIL, OR CED TO WORK OUT SO!'IE BASKET OF 
CIBRENCIES IN PELATION TO WHICH THE DOLLAR-DOtrnMH'ATED PRICE 
OF OIL '.o'OULD Fl.01\T IN ORDER ;ro MAINTAIN A FIXED REAL F'RICE 
rm OIL. ABU SA' I.ID INDICATED A PREFERENCE FOR THE LATT'SR. 

7. ADVE.'lSE EFFECT OF OIL PR ICE INCREASE. AMBASSADOR 
POINTED OUT THAT WHICHEVER ALTERNATIVE 1.'lERE SELECTED, IT 
WOULD RESl.IL T IN AN INCREASE IN THE COST OF OIL AND THUS'· 
HAVE AN OVl.'RALL ADVERSE EFFECT ON WORLD ECONOMY. 
MOREOVE~, IT W·OULD PROBABLY FURTHER DEPRESS THE VALUE OF 
THE DOLLAR, WHICH \./AS CERTAINLY NOT IN THE INTEREST 
OF THOSE OPEC COUNTRIES WHICH Mf\INTAl~D THEIR INVEST­
MENTS IN DOLLARS. THE DOLLAR HAD HAD ITS UPS AND DOWNS, 
AID KU\t!AIT HAD, IN EFFECT, MADE MONEY Otl THE FORMER. 
ABU SA• UD FELT THAT THE DOLLAR HAD NEVER BEEN OVERVALUED, 
BUT HE DID AGREE WITH THE AMBASSADOR THAT FLOATING SCHEME 
DESCRIBED ABOVE wom.D POST MANY COMPLICATIONS AND WOULD 
BE DI FFICtLT TO WCRK OUT. 

8. AD\tERTING TO THE AMBASSADOR'S COMl'lENI' ON THE GLOBAL 
IMPACT OF AN OIL PRICE INCREASE, ABU SA' I.ID COMMENTED THAT 
OTHE!lS DID NOT SHARE THIS AMERICAN CONCERN, NOTING THAT 
EVEN THOUGH DOLLAR DEC' ... I,NE MEANT GERMANS wom.D PAY LESS 
FOR OIL, FRG PREFERRED TO SEE DOLLAR APPRECIATE. 
AMBASSADCR POINTED OUT THAT GERMANS HAD ALWAYS BEEN OVERLY 
CONCERNW WITH TJREAT OF INFLATION AND, BESIDES; ENJOYED 
VERY FAVCRABl..E BALANCE dF PAYMENTS POSITION. THIS WAS 
NOT THE CASE OF MOST OTHER WESTERN COUt-liR IES, FOR WHOM 
OIL PRICE FREEZE WAS PROVIDING A RESPITE Dl.RING WHICH 
EFFORTS WERE BEHJG MADE TO STABILIZE THEIR ECONOMIS. 
ANOTHER. BASIC FACTOR TO BE KEPT IN MHI> IS THAT THE BURDEN OF 
MAW! AI!l!NG A RESERVE CUP? ENCY, "l!HCH U.S. ~ARR IE, WAS 1 

A HEAVY ONE. THOSE WHO USED THE DOLLAR AND INVESTED "IN ITS 
·INSTRU'.'!Etrrs SHOULD NOT TAKE STEPS WHICH com.r.i FURTHER 
DAMAGE THE DOLLA~. WHAT IS NEEDED NOW IS COOPERATION TO 
ENSURE. THAT REASONABLE STEPS ARE TAKEN TO RESTORE MONETARY 
STABILITY. 

9. PROTECTION OF VAL[)'£ OF OIL REvtNUES. ABU SA• ll!.) 
REPEATED THAT PROBLEM NOW WAS TO PROTEC'f. REAL VALUE OF 
2,IL REVE~UE~ H?W~VER, TH!RE WOULD BE NO NEED TO ADOP 
dTHE?. O,· Th.:. A;,0\1E-11EXrIONED MEASURES (PARA 6) IF THE 
D<l.LAR REGAINED STRENGTH AID STABILIZED. THIS VAS 
Cl.EARI:Y INHCATED IN THE AMIR'S STATEMENT. ABU SA' !J) 
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D£FINEl1> STAB!LIZATI OM" AS STF.An Y TMPRO\TEMVNT OVER A 
TliO- l:IEEK ?Ei"U OD. IF THE fJ JLLJ.\:1 EV;<'.NT UALL Y APPRECIATED 
AGAI!NST THE 0-MARK Bt\"CI( TO THP: 2.:rn DM u:vn_ OF A ITAR 
AGO, 'l!'HIS WOULD BE SUHICIENr. -

10. CONSERVATIVE P!lACTICES. AB'J SA• l!D EXPLAWED THAT, 
EVEN THOUGH TiiF.RE Wl:'.RE MANY oeCt\SIONS WHENi•KIJWAIT COULD 
HAVE,l!ll)E CONSIOU!AeLF. ""Al'IOU~rrs OF !1!0NEY BY FOREIGM .... lCCHA~lGE 
SF'EClR.ATION, IT HAD ASSIDOUSL y AVOIDED sur.H f>qACTI,:;ES A'!D 
HA~ BANNED ALL GOVERN:1ENT ENTITIES, OR COMPAHIES-IN WH!Cl{ 
TH- GOVER w.-!ENI' HAD AN INTEREST, FROl'I ENGAGING IN SPECLlATION. 

KlJ!JAIT' S Otl. Y CO!iCERN, HE REPEATED, WAS TO MAINTAIN STABLi<: 
OIL REV!!l'll!ES. THERE /IRE MANY WAYS THE ll. s. com.D HELP THIS 
SITIJATIOr-J, SUCH AS BY SUPPORTING THE DOLLAR THROlrH • 
R~ !~ING Im::mEST RATES, "ICRE ACTI~E USE OF' SWA.? A~RANGEME~'TS 
EiC. u. s. KUlllAIT com.D COOPERATE ON THIS PROBLEM. , 

I. ABU SA• UD ALSO COMM:i::t-'l'ED THAT, WHILE A CHE/IP DOLJ.A'R 
WOULD PROMOTE U.S. EXPORTS AID EVENTUALLY STRENGTHEN 
D~LAq, THIS ll'OL1J..D MOT Bl!: REFLECTED IMMEDIATELY, SINC!:" 
su.,STANTIAL PlRCHASES REQUIRE LONG LEAD TIM'I!:. THEREFORE 
THIS W,OlLD NOT SOLVE KUlllAIT' S PROBLEM NOW. ' 

12. AMBASSADOR THANKFD ABU Sir UD FOR HIS EXPLAN~TION 
OF KtrtlAITI POSlTION ON THIS MATTER. HE EXPRESSED HOP";; 
THAT GOK wom.D REVIEW CA.'qEFULL y ANY STEPS WHICH IT MIGHT 
TAKE WITH RESPECT TO THE OIL PR ICE MD ANY OTHER 
ACTION WHICH COULD IMPACT UNFACORABLY ON THE cmREtrr MONET!\RY 
SITUATION. . 

13. COMMENI': ABU SA" l.D Cl.EARLY PLAYS Il'IPORTAN'f' ROLE 
IN AMn· s DECISION-r·lA!<ING ON OIL PR ICF.IDO!.LAR 
PROBLEM AID MAY HAVE S~ME INF1.UE!~CE ON THE UAE THROUGH HIS 
CONNECT I or~s IN ABU DHABI. HE IS Cl.EARL y A 
CONSERVATIVE PROFESSIONAL WHO HAS A BLANCF.D 
VIEW OF THE Cl.RRENI" MONETARY PROBLEM. HOW!:"VFR, HE SHARl<S 
GOK CONCERN FOR SHCP.T-TERM FINANCIAL LOSSES BEING . -
INCURRED AS RESULT OF DOLLAR DECLINE AND CAN BE EXPECTED 
TO PARTICIPATE IN WO~KING OUT SOME Pl.AN TO PRESERVE WHAT 
HE CALLS THE •REAL". V~LUE OF OIL, IF THIS IS Cl-EAq OPEC 
CONSENSUS. OIL' MINISTER SHAIKH ALI KHALIFA AND FINAtlC!:" 
M I~!ISTER AL- ATEEQI Hfl.IJ!: LED KrnrnITI CHO'.lUS FOR REE'iALi!llTION 
OF SITUATION, WHICH ESSEm'IALL Y STIMULATED BY GOK U~ - , 
HAPPINESS OVER OI!. PRICE FREEZE IMPOSED ON OTHER OPEC 
NATIONS BY SAi.DI ARABIA AID IRAN. WHILE ABU SA' UD' S . 
RFMA.qKS IIDICATE AMIR IS SYMPATHETIC TO THIS VIEW, LATTER 
Hl©S TO TAKE MORE CAIJ1'IOUS APPROACH. THUS, SOME DELAY 
l~ POSSIBLE SEF<RE KUW#\1.T PUSHES FCRMALLY FOR Ml 
H;E'?GENCY OPEC !l!EETH16 1)1 ORDER. TO 5i.:E WHETHER DOLLAR' 
CAN RF.COV!::R. SUCK A DS.4" WOULD PROBABLY NOT LAST BEYOND 
A COUPLE OF WEE KS. 

CON:;I'_L_:.--~-~ ~TIAL 
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11.e lHILE 'fE'.CEP!·:O'H~ DISGl!SSION Bil'.TWF.EN TREAS'L'RY C~F'ICI/l.LS 
~1tP THF.: OIL A~n l:T-JANCr :·~I 'TSTS!( s :.''l)U!..D LJtrr:.ERLI~1.". u. :;. 
INL EST IN CLR:ls:rr GOK CO;'J'!.:'.-n!S, IT IS DOUBT'i'.D THIS 
WOL'l.iD SERVE TO ALLAY THE::l. BSC4USE OF' KF.Y ROLE ?LAVED 
BY Jl:HAl.ID ABU S-6.' UD IN nns '.'lATTE?, H')l·)~\IS?, ~MFlt,SS;'.DO~ 
BELH:VES THAT nEAS\Jf'!Y C01.J!'.l\CT WITH Hn Pl soor:: F'1\S'!IOi·; 
MIGHT B': HELPF'tL !F A VISiT BY A :rnmu:-LF.VFL OF'FICIAL 
nu: VERSED HJ !·rn\~1'.:T A?. y AF"FA rn s TO TP.f. /l.'?. ":.A 'JEP. E OR GANTZ SD 
OR A ;•iEE:TING AH'IANGED ELSEWllF.:RE, Pf.•::ss~lTt>.TIO~J OF u. s •. 
vrrns ANTI DEScqI PTIO!l OF' P03S!BLF: USS :•101/".:S TO STA3LIZS 
MOW::UJ?Y SITUATION MIGHT PJFL 11£NC-;;: POH:Hf I/'.\L GOK AC'i !01~S 
0 IRE CT ED TOWARD !NCR SASE 1:-1 OIL PR ICE. IT ':!CUL!) t1LSIJ 
S~RVE iAS D.Ei10NSBATIOH BF u.s. cr:iopi:.:lATIO;~ 'i!IT:-1 KlJ'l~IT. 
V SIT :py HIG!fi':R LEVEL OFF'ICL~L, (H.J OT'lEP HMl'), ':'':'l'LD PLACE 
F ClJS 10F EFFORT AT :>l!NISTERIAL LEV'SL WHERE LESS MODE~ATIO!•I 
A S't~~PAT:-IY TOWA.'W U.S. WITH RESPECT TO PRESEHT SITUTAT ION 
PREVAIL. 

Coil\. TF~,. T'?7' ";\i . -1: AL :.i. 'I 1-2-' .l.:.d. . .... '. . 
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NNNNVV ESA601ESA593KWA300 
PP RUQMHR 
DF. RUQMKW #1771/1 1041645 
ZNY CCCCC ZZH 
P R 141600Z APR 79 
fM AMEMBASSY KUWAIT 
TO RUEHC/SECSTATE WASHDC PRIOR ITV 3421 
INFO RUQMBI/AMEMBASSY ABU DHABI 4610 
R UFHR S/AMEMBASSY ALGIERS 962 
RUFHBS/AMEMBASSY BRUSSELS 719 
RUEHCR/USINT BAGHDAD 615 
RllESRS/AMEMBASSY CARACAS 434 
RIJGlMDH/AMCONSUL DHAHRAN 3958 
R ll~MOD/AMEMBASSY DOHA 2468 
RUKOBT/AMEMBASSY JAKARTA 371 
R llQl~R A/AMEMBASSY JIDDA 6207 
RllTACl./AMEMBASSY LAGOS 387 
HUFHLC/AMEMBASSY LIBREVILLE 243 
RtDTC/AMEMBASSY LONDON 3429 
RUFNPS/AMEMBASSY PARIS 2170 
RUESQI/AMEMBASSY QUITO 236 
R UQMHR /AMEMBASSY TEHRAN 4 709--""" 
RUEHKO/AMEMBASSY TOKYO 598 
RUQMTI/AMEMBASSY TRIPOLI 1271 
~LJFHAU/AMEMBASSY VIENNA 416 
R Uf'HEG/AMEMBASSY CAIRO 2339 
RllrJMKl'l/AMEMBASSY KHARTOUM 654 
'IT 
r 0 N F I D E N T I A L SECTION 1 OF 3 KUWAIT 1771 ' 

l•R USSEL S ALSO FOR USEEC 

PARIS AL SO FOR USOEa> 

r.o. 120651 GDS 4/14/85 <MAESTRONE, FRANKE.> OR-1'1 
fAr,s1 ENRG, OPEC, KU 
~l'BJECT I AMBASSADOR'S MEET! NG WITH OIL MI NI STER 

RU1 CA> STATE 79572 CNOTAL>, CB) KUWAIT 1736 CNOTAL) 
CC> STATE 91555 CNOTAL> 

1. CC • ENTIRE TEXT> 

f / 

:•, SUMMARY! AMBASSADOR MET WITH OIL MINISTER APRIL 14 AND 
"VVIEWED VARIOUS QUESTION IN THE OIL F"IELD RELATION TO 
I'll !CF., PRODUCTION, ACTIONS AGAINST EGYPT, AND THE PRESIDENT'S 
~nl ENERGY PROGRAM. OIL MINISTER CONFIRMED KUWAITI SURCHARGE 
Of S 1,80 FOR KUWAIT'S HEAVY CRUDE <31-GRAVITY> AS WELL AS A 
l'llEMIUM CHARGE OF S4 OVER FOURTH-QUARTER OPEC PRICE ($14.00) FOR KUWAIT 
lflf[)E OIL OBTAINED BY PURCHASERS IN EXCESS OF THEIR CONTRACTS, HE 
INDICATED THAT IT WAS KUWAIT'S FIRM INTENTION TO MEINTAIN ITS 
·~r:REASED PRODUCTION LEVEL OF 2.2 MBPD FOR 1979. AMBASSADOR REVIEWED 
l'1E PRESIDENT 0 S NEW ENERGY PROGRAM, LEAVING COPY OF FACT 
•;HEF:T PROVIDING DETAILED INFORMATION ON PROGRAM. AMBASSADOR 
l'XPLAINED THAT THIS PROGRAM SHOULD RESULT IN REDUCTION OF US 
OIL DEMAND AND SAID THAT HIS CONVERSATIONS WITH IEA 
~fC GEN IN PARIS REVEALED THAT OECD COUNTRIES WERE MAKING 
orTF:RMINED EFFORTS TO MEET OR EVEN EXCEED 5 PERCENT REDUCTION 
'N DEMAND FOR OIL. END SUMMARY 

101 



,,, 
" 1111 

1111 

"11111 
1111 

,111 

11'1 

1111 

1111 

,,11 

3. I MET APR IL 14 WITH OIL MINISTER SHAIKH ALI KHALIFA 
AL-SABAH IN ORDER TO REVIEW DEVELOPMENTS WHICH HAD TAKEN 
PLACE IN THE OIL FIELD DURING MY ABSENCE ON CONSULTATIONS IN 
WASHINGTON. I OBSERVED THAT THE MARCH 26 OPEC CONSULTATIVE MEETING 
IN GENEVA ACTUALLY DID RESULT IN PRICE DECISIONS. OIL 
MINISTER AGREED THAT THIS WAS NOT ORIGINAL INTENTION, BUT 
NOTED THAT MARKET SITUATION FORCED CONSIDERATION OF PRICE 
LEVELS. I REVIEWED USG POSITION WHICH REGARDED THE OPEC 
PR ICE I NCR EASE, PARTICULARLY THE SUR CHARGES, AS UNHELPFUL, 
NOTING THE UNFORTUNATE IMPACT IT WOULD HAVE ON THE US AND 
WORLD ECONOMY NOT ONLY WITH RESPECT TO OUR ANTI-INFLATION 
PROGRAM BUT ALSO AS A DETERRENT TO THE DEVELOPMENT PROGRESS 
OF LDC'S <REF A). 

4. OIL FOR SUDAN. SHAIKH ALI KHALIFA SHOWED MORE CONCERN 
OVER QUESTION OF OIL SUPPLY FOR LDC'S THAN FOR THE PRICE 
IMPACT ON THEIR ECONOMiiS. HE NOTED THAT FORCE MAJEURE 
DELAY ON THE PART OF THE KUWAIT '1ATIONAL PETROLEUM COMPANY 
<KNPC> IN PROVIDING REFINED PRODUCTS TO THE SUDAN RESULTED 
IN A SERIOUS SUPPLY SHORTAGE THERE. HE SAID HE HAD INSTRUCTED 
KNPC TO SHIP THE PRODUCTS WHICH WERE DELAYED AS QUICKLY AS 
POSSIBLE AM> TO ENSURE THAT THEIR SCHEDULE OF DELIVERIES 
TO THE SLDAN WAS l'IAINTAINED PRECISELY. I RECALLED HAVING 
HEARD OF SUDAN'S D IFFI CUL TIES WITH OIL SUPPLIES AND COMMENTED 
THAT THIS SEEl'IS TO HAVE ARISEN BECAUSE OF IRAQ'S FAILURE TO 
l'IAINTAIN ITS DELIVERIES TO THE SUDAN--BECAUSE OF POLITICAL 
REASONS I OPINED. ALI KHALIFA SAID THAT THIS APPLIED ONLY TO 
CRlDE OIL SUPPLIES AND NOTED THAT SAUDI ARA-SlA HAD AGREED 
TO ASSLRE THAT CRUDE OIL SUPPLIES FOR SUDAN'S REFINERY WOULD 
BE PROVIDED. HOWEVER, HE NOTE~ THAT THE REFINERY WAS 
SCHEDULED TO SHUT DOWN FOR OVERHAUL WITHIN A FEW WEEKS-­
MOST REGRETTABLE TIMING HE THOUGHT. 

5. KUWAIT PRICING. SHAIKH ALI KHALIFA CONFIRl'IED THE NEW 
SL.RCHARGE OF $1.B0 PER BBL FOR KUWAIT CRUDE AS WELL AS THE 
PREMIUM OF $4 PER BBL TO BE ADDED TO FOURTH QUARTER OPEC PRICE FOR 
KUWAIT 0 IL PURCHASED OVER A ND ABOVE 
CONTRACTED QUANTITIES. WHEN ASKED TO EXPLAIN THE 
RATIONALE FOR THIS SPECIAL PREl'IIUM, ALI KHALIFA 
SAID IT WAS DESIGNED TO MAKE UP IN PART FOR THE LOSSES THE 
GOK WOULD SUFFER BY NOT PROCESSING THIS OIL THROUGH ITS OWN 
REFINERIES. HE Cl.AIMED THAT, IN ORDER TO MAKE THESE INCREASED AMOUNTS 
OF CRLDE AVAILABLE, HE HAD CUT THE SUPPLY TO KUWAIT OIL COMPANY 
CKOC> REFINERY FROM 220,000 BBLS DAILY TO 
130,000 BBLS. THE EQUIVALENT INCOME FROM REFINED BARREL OF 
OIL COMES TO $20-21 PER BBL. THUS, THE GOK STOOD TO LOSE 
BT 
11771 
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NNNNVV ESA5~4KWA301 
PP RUQMHR• 
DE RUQMKW 11771/2 1041705 
ZNY CCCCC ZZH 
PR 141600z APR 79 I Ural9 17 ~5z 
FM AMEMBASSY KUWAIT 
TO RUEHC/SECSTATE WASHDC PRIORITY 3422 
INFO RUQMBl/AMEMBASSY ABU DHABI 4611 
AUF'HRS/AMEMBASSY ALGIERS 963 
RUFHBS/AMEMBASSY BRUSSELS 720 
AUEHCR/USINT BAGHDAD 616 
AUESRS/AMEMBASSY CARACAS 435 
RUQMDH/AMCONSUL DHAHRAN 3959 
RUQMOD/AMEMBASSY DOHA 2469 
R UKOBTIAMEMBASSY JAKARTA 372 
RUQMRAIAMEMBASSY JIDDA 6208 
A UT AQLIAMEMBASSY LAGOS 388 
RUFHLCIAMEMBASSY LIBREVILLE 244 
R lDT C/AMEMBASSY LONDON 3430 
RUFNPS/AMEMBASSY PARIS 2171 
RUESQl/AMEMBASSY QUITO 237 
RUQMHRIAMEMBASSY TEHRAN 4710 
RUEHKOIAMEMBASSY TOKYO 599 
RUQMTIIAMEMBASSY TRIPOLI 1272 
AUF'HAU/AMEMBASSY VIENNA 417 
RUEHEGIAMEMBASSY CAIRO 2340 
RUQMKMIAMEMBASSY KHARTOUM 655 
AT 
c O N F I D E N T I A L SECTION 2 OF 3 KUWAIT 1771 

llR USSELS ALSO FOR USEEC 

PAR IS ALSO FOR USOEa> 

AN ADDITIONAL AMOUNT OF INCOME BECAttSE OF ITS EFFORT TO MEET 
THE SHfil!lJIGE Of WORLD CRUDE OIL SUPPLY IF IT DID NOT CHARGE 
AN tXTRA PREMIUM, HE MAINTAINED THAT THIS NEW PREMIUM CHARGE 
WAS NOT DESIGNED TO DISCOURAGE THE PURCHASE OF ADDITIONAL 
AMOUNTS OF CRUDE OIL. ONE OF THE Two MAJOR OFFTAKERS OF 
THIS EXCESS PRODUCTION, SHELL, HAD ALREADY ACCEPTED THE NEW 
CHARGE. THE OIL MINISTRY HAD NOT YET HEARD FROM BP BECAUSE 
OF THE LONG BRITISH EASTER HOLIDAYS, NOTING THAT SAUDI 
ARABIA HAD NOT ADDED A SURCHARGE TO ITS OIL PRICE, I ASKED 
WHETHER THE KUWAIT SURCHARGE C$1,80) ALSO APPLIED TO THE OIL 
PR OD UCED BY THE ARABIAN OIL COMPANY, WHOSE PRODUCTION WAS 
JO I NTL Y SHARED BY SAUD I ARABIA AND KUWAIT, THE OIL MI NI STER 
rn NF' IR MED THAT IT DID AND SAID THE ARABIAN OIL co. WOULD BE 
OPERATING IN A TWO-TIER PR I CE MODE, ALTHOUGH THIS SHOULD NOT 
HAVE THE SAME NEGATIVE EFFECT ON THEIR SALES AS PREVIOUSLY WHEN THERE 
WAS AN OIL GLUT, 
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6. KUWAIT PRODUCTION. ALI KHALIFA CONFIRl'IED THAT KUWAIT 
WOULD l'IAINTAIN ITS INCREASED CEILING OF 2.2 MBPD <KOC 
PRODUCTION> FOR 'ALL OF 1979, STATING THAT THE ADDITIONAL 21/JllJ,001/J BBL 
PRODUCTION WOULQ HAVE LITTLE EFFECT ON THE OPPORTUNITY FOR IRAN TO 
REGAIN ITS SHARt OF THE OIL MARKET. IN REPLY TO MY QUERY, 
HE SAID THAT THE ADDITIONAL AMOUNTS FORESEEN FOR THE 
THIRD QUARTER WOlLD BE AVAILABLE IF THE COMPANIES 
W !SHED TO PURCHASE THEl'I. HOWEVER, THE REQUIREMENT FOR AN 
INCREASED PRODUCTION IN ORDER TO PROVIDE SUFFICIENT GAS TO 
TEST THE NEW LPG FACILITY, WHICH THE GOK WAS SCHEDULED TO TAK 
OVER FROM THE CONTRACTORS IN THE THIRD QUARTER, WAS NO LONGER 
CURRENT. IN FACT, THE TEST WOULD PROBABLY BE RUN IN OCTOBER 
SINCE A DELAY IN THE TAKEOVER HAD BEEN NEGOTIATED WITJJ' THE 
CONTRACTORS. 

7. IRAN. I INQUIRED ABOUT THE IRANIAN ATTITUDE DISPLAYED 
AT THE GENEVA OPEC MEETING, ASKING WHETHER 1 1T WAS THE OIL 
fl! INISTER 'S IMPRESSION THAT THEY WOULD ABIDE BY THE OPEC RULES. 
ALI KHAL IFA THOUGHT THEY WOULD• HE NOTED THAT THEY WERE 
INITIALLY THINKING OF ADDING A SURCHARGE OF S2.51/J PER BBL, 
BUT A"ER KUWAIT, QATAR Ali> ABU DHABI HAD INSTITUTED THEIR 
Sl.81/J CHARGE, THE IRANIANS WENT ALONG WITH IT. HE COMMENTED 
THAT HE HAD RECENTLY HEARD UNCONFIRMED REPORTS THAT IRAN HAD 
ASKED ITS JAPANESE CUSTOMERS TO TAKE A 25 PERCENT CUTBACK IN 
THEIR SUPPLY. THIS WAS PRESUMABLY ONE IN ORDER TO ENABLE 
IRAN TO SELL TO FORMER CONSORTIUM MEMBERS BP AND SHELL. 

8. IRAQ. THE OIL MINISTER BELIEVED THAT THE IRAQIS WERE 
STILL l'IAINTAINING THE LEVEL OF OIL PRODUCTION AT SLIGHTLY 
OVER 3 MBPD, HE CONFIRMED THEY WERE ST ILL 
CHANNEL ING ONE-THIRD OF THEIR PRODUCT ION TO THE SPOT· MAR KET• 

9. BOYCOTT OF EGYPT. ALI KHALIFA WAS CONSIDERING REQUIRING OIL 
TANKERS LIFTING ITS OIL TO BOYCOTT THE SUEZ CANAL AND NOT TO 
USE THE SUMED PIPELINE <REF C>. HE OBSERVED THAT THE BAGHDAD FOREIGN/ 
ECONOMIC MINISTERS' MEETING RESOLUTIONS DID NOT REQUIRE THIS. 
I ASKED WHETHER THIS SUBJECT WOULD BE DISCUSSED AT OAPEC 
MEETING SCHEDULED TO BEGIN IN KUWAIT APR IL 16 
THE OIL MINISTER SAID THAT IT WAS NOT ON THE AGENDA 
AL THOUGH, OBVIOUSLY, ANY_ PAR TI CI PANT COULD RAISE THE MATTER 
DURING THE MEETING. IN ANY EVENT, THE-lW'tlM+l--P-OSlUDlL_ON 
THIS QUESTION WAS FIRM. HE EXPECTED THAT THE OAPEC MEETING 
WOULD REACH THE CONCLUSION TO EXPEL EGYPT, ALTHOUGH IT WAS 
HIS POSIT ION THAT THIS EXCLUSION SHOULD NOT APPLY 
TO THE OAPEC ASSOCIATED COMPANIES. HE EXPLAINED THAT OAPEC 
HAD GONE TO CONSIDERA!l.E EFFORT TO OBTAIN PRIVATE INVESTMENT 
IN ITS ASSOCIATED COMPANIES AND TO TAKE SUCH AN ACTION 
WOULD INTRODUCE AN ELEMENT 0 UNCERTAINTY INTO THE SITUATION 
WHICH COULD HAVE A DISCOURAGING EFFECT ON FUTURE PRIVATE 
INVESTMENT IN SUCH VENTURES. 

10. VENEZUELAN MEETING PROPOSAL. THE OIL MINISTER INDICATED 
THAT KUWAIT WOULD PARTICIPATE IN THE MEETING OF OPEC AND 
NON-OPEC PRODUCERS WHICH THE VENEZUELAN ENERGY MINISTER 
WAS TRYING TO ORAGNIZE IN LONDON. HE THOUGHT THAT IT WOULD 
BT 
11771 

104 

NNNNVV ESA595 KWA383 
PP RUQMHi 
DE RUQMKW 11771/3 ll/J41715 
ZNY CCCCC ZZH 
P R 14161/J8Z APR 79 
FM AMEMBASSY KUWAIT 'I '1 '"119 17 .15~ 
TO RUEHC/SECSTATE WASHDC PRIORITY 3423 '1111' 't ' 
INFO RUQMBI/AMEMBASSY ABU DHABI 4612 
RUFHRS/AMEMBASSY ALGIERS 964 
RUFHBS/AMEMBASSY BRUSSELS 721 
R UEHQUUSINT BAGHDAD 617 
RUESRS/~MEMBASSY CARACAS 436 
RUQMDH/AMCONSUL DHAHRAN 3961/J 
RUQMOD/AMEMBASSY DOHA 2471/J 
RUKOBT/AMEl'IBASSY JAKARTA 373 
R UQfllR A/ AMEMBASSY JIDDA 6289 
RUTAGl./Al'IEMBASSY LAGOS 389 
RUFHLC/AMEMBASSY LIBREVILLE 245 
RUDTC/AMEMBASSY LONDON 3431 
RUFNPS/Al'IEMBASSY PARIS 2172 
RUESQI/AMEMBASSY QUITO 238 
RUQl'IHR/AMEMBASSY TEHRAN 4711 
RUEHKO/AMEMBASSY TOKYO 6811 
R UQMT II AMEl'IBASSY TR I POL I 12 73 
RUFHAU/AMEl'IBASSY VIENNA 418 
RUEHEG/AMEl'IBASSY CAIRO 2341 
RUQMl(lll/AMEMBASSY KHARTOUM 656 
BT 
C (} N F I D E N T I iyL SECTION 3 OF 3 KUWAIT 1771 

BRUSSELS ALSO FOR USEEC 

PARIS ALSO FOR USOECD 

NOT TAKE PLACE UNTIL THE JUL Y•AUGUST TIME FR AME. WHEN I 
ASKED ABOUT A POSSIBLE INVITATION TO THE US TO PARTICIPATE, 
HE IND I CAT ED THAT THE US WAS A NET IMPORTER AND, THEREFORE, 
INEL lGIBLE TO JOIN THIS GROUP. HOWEVER, HE LOOKED FORWARD 
TO THE POSSIBILITY OF A PRODUCER/CONSUMER MEETING WHICH HE 
HOPED COULD BE HELD EARLY NEXT YEAR. 

11. PRESIDENT'S ENERGY PROGRAM. I REVIEWED FOR THE OIL 
MINISTER THE PRESIDENT'S NEW ENERGY PROGRAM, WHICH I EXPLAINED 
WAS A COHERENT EFFORT BOTH TO INCREASE ENERGY PRODUCTION AND 
ENCOURAGE ITS CONSERVATION. I OBSERVED THAT IT FEATURED A 
PHASED DECONTROL OF CRUDE OIL PRICE AND THE INSTITUTION OF 
BOTH l'IANDATORY AND VOLUNTARY CONSERVATION MEASURES. I 
BELIEVED THESE WOULD RESULT IN THE 5 PERCENT REDUCTION IN 
DEMAND FOR OIL WHICH WE HAD AGREED TO ACHIEVE IN THE CONTEXT 
OF AN IEA EFFORT. ALI KHALIFA EXPRESSED CONSIDERABLE INTEREST 
IN THE PRESIDENT'S PROGRAM, AND I PROVIDED HIM WITH A USICA 
FACT SHEET WHICH INDICATED HOW COMPREHENSIVE THE PROGRAM 
WOULD BE. THE OIL MINISTER EXPRESSED SOME CONCERN THAT THE 
DECONTROL OF ~UDE PRICE WOULD BE DELAYED UNTIL LEGISLATION 
WAS PASSED AUTHORIZING A "WINDFALL PROFITS" TAX. 

12. IEA. I ALSO RELATED TO THE OIL MINISTER MY CONVERSATION 
WITH IEA SEC GEN LANTZKE, WHO DES~IBED TO ME THE EFFORTS 
WHICH THE VARIOUS OECD COUNTRIES WERE PLANNING TO UNDERTAKE 
IN ORDER TO REDUCE 'THEIR CONSUMPTION OF OIL BY 5 PERCENT 
OR MORE. I TOLD HIM THAT LANTZKE WAS HOPEFUL THAT THE IEA 
WOULD BE IN A POSITION TO MAKE AN IMPORTANT ANNOUNCEMENT 
AFTER ITS COUNCIL MEETING IN EARLY MAY. 

BT 
#1771 
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NNNNVV ESA589 KWA294 
RR R UQMHR 
DE RUQMKW 11769/1 1041545 
ZNY CCCCC ZZH 
R 14 1320Z APR 79 
FM AMEMBASSY KUWAIT 
TO RUEHC/SECSTATE WASHDC 3418 
INFO RUQMBI/AMEMBASSY ABU DHABI 4607 
RUEHO!/USINT BAGHDAD 612 
RUEHEG/AMEMBASSY CAIRO 2336 
RUQMDH/AMCONSUL DHAHRAN-3956 
RUQMOD/AMEMBASSY DOHA 2465 
RUQMRA/AMEMBASSYIDDA 6204 
Rl.llTC/AMEMBASSY LONDON 3427 
RUEHMO/AMEMBASSY MOSCOW 404 
RUFNPS/AMEMBASSY PARIS 2168 .,,; 
RUQMHR/AMEMBASSY TEHRAN 4707 
RUEHKO/AMEMBASSY TOKYO 595 
RUEHDC/USDOC WASl-D>C 
RUEATRS/US DEPT OF TREASURY WASHDC 
BT 
C O N F I D E N T I A L SECT ION I OF 2 KUWAIT 1769 

USDOC FOR CAGNE 

E.O. 120651 GOS 4/14/85 CBl!CK, STEPHEN W.> OR-E 
TAGS: ENRG, EFIN, EAID, OPEC, KU 
SUBJECT! KUWAIT OIL MINISTER ON OIL PRICING, PRODUCTION, THE 
DOLLAR AND RELATED ISSUES · 

REF: KUWAIT 1762 

!. CC - ENTIRE TEXT>• 

2. SUMMARY. IN DEEP BACKGROUND INTERVIEW <PARTIALLY 
REPORTED REFTEL> WITH FINANCIAL TIMES FOREIGN EDITOR 
APRIL 9 KUWAIT OIL MINISTER SHAIKH ALI KHALIFA AL-SABAH 
SAID THAT OTHER OPEC PRODUCERS WILLING TO cur BACK ON THEIR 
EXCESS PRODUCTION TO MEET IRANIAN CONCERNS, BUT IRANIANS 
ARE •uNJUSTIFIABLY WORRIED.• HIGHER VALUE OF DOLLAR 
·woULD DEFI NIT EL y HAVE AN EFFECT ON PER SU AD I NG us TO 
KEEP OUR COIL> PRICES DOwr. us GAS AND OIL DEREGULATION 
WILL HELP BUT NOT •BE THAT EFFECTIVE IN THE SHORT TERM.• 
THERE WILL BE •EXTREME SHORTAGES COF OIL> IN THE PERIOD 
SEPTEMBER THROUGH DECEMBER, 19791• EVEN IF CONSUMERS 
MEET 5 PERCENT DEMAND CUT-BACK TARGET, 1980 WILL 
BE A •TIGHT OR VERY TIGHT• YEAR! DEMAND WILL INCREASINGLY 
OUTRUN SUPPt.Y IN SOVIET BLOC, WHICH WILL HAVE AN EFFECT 
ON OVERALL WORLD SUPPt.Y1• IRANIAN SITUATION HAS NOT 
CHANGED MATTERS DRAMATICALLY! IT HAS ONLY BROUGHT 
FORWARD THE INEVITABLE". KUWAIT WILL CONCENTRATE 
DEVELOPMENT EXPENDITl.fiE IN FUTl.fiE ON INFRASTRUCTURE -
ESPECIALLY ON ROADS, HOUSING, WATER AND ELECTRICITY - AS 
WAY OF DISTRIBUTING WEALTH AND WILL UNDERTAKE ONLY ONE 
MAJOR PROJECT IN OIL SECTOR AT A TIME. END SUMMARY. 
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3. ON APRIL 9 FINANCIAL Til'IES FOREIGN EDITOR TAPED TWO 
Hom DEEP BACKGROUND INTERVIEW WITH KUWAIT OIL 
MINISTER SHAIKH ALI KHALIFA AL-SABAH. FOLLOWING ARE 
HIGH POINTS ON ECONOMIC SUBJECTS FROM ROUGH TRANSt'fHPT 
OF INTERVIEW WHICH EDITOR PROVIDED TO US. <MI NI STER' S 
COMMENTS ON GULF SEC\JUTY RELATED SUBJECTS REPORTED IN 
REFTEL>. 

~. MARCH 26 GENEVA OPEC MEETING DISCUSSION OF PRODUC• 
TION, - AT THE OPEC MEETING, •THERE WAS NO ATTEMPT AT 
PRODUCTION PROGRAMMING AS SUCH OR PRODUCTION SHARING. 
THERE ARE CERTAIN COUNTRIES WHICH HAVE INCREASED THEIR 
PRODUCT ION FOR THE PtmPOSE OF RELIEVING THE SHORTAGE 
THAT WAS ON THE l'IAR KET• OTHER COUNTRIES HAVE TRIED TO 
DO THEIR BEST IN RELIEVING THE CRISIS IN THE lllARKET. 
THE IRANIANS ARE UNJUSTIFIABLY WORRIED THAT THESE HIGH 
LEVELS WOULD STICK Atll THEY WOULD NOT BE ABLE TO PRODUCE 
AS l'IUCH AS THEY WANTED• THEY WERE ASSURED BY THE 
OTHERS THAT THEY WERE NOT TRYING TO TAKE IRAN'S SKARE 
OF THE l'IARKET. ON THE CONTRARY <THESE COUNTRIES> WERE 
QUITE WILLING TO ACCOl'IMODATE IRAN TO GO BACK TO THE 
LEVELS IT <IRAN> FELT DESIRABLE ••• THERE WAS ••• AN 
UNDERSTANDING THAT ••• AS THE IRANIAN PRODUCTION GRADUALLY 
INCREASED THOSE COUNTRIES <THAT PRODUCED EXTRA AlllOUNTS> 
WOlLD BE ENTITLED TO GO BACK TO THEIR MIGINAL TARGETS. 
I AM SURPRISED THAT THE WESTERN PRESS T~NED THIS 
AROUND TO l'IAKE OUT THAT THE OPEC COUNTRIES INTENTIONS 
WERE TO STARVE THE WORLD OF OIL. THE IDEA IS QUITE 
CONTRARY TO WHAT WE HAVE DONE, WK I CK IS TO RELIEVE 
THE SHORTAGE.'" 

5 •. OIL PR ICES. Q - ISN'T CUTTING PRODUCTION A PLOY TO 
FORCE UP PRICES? A - IF THE WEST CRITICIZES THE PRODUCERS 
WHO HAVE UPPED THEIR PRODUCTION TO MEET THE 
SHORTAGE FOR RET!.mNING TO NORlllAL AFTER THE CRISIS IS 
OVER, .. THEN EVERYBODY IS GOING TO THINK TWICE WHEN 
THE NEXT CR ISIS COMES AROUND BEFORE INCREASING HIS 
PRODUCTION TO MEET WORLD NEEDS.• 

6. THE DOLLAR. Q • ARE YOU IMPRESSED WITH THE 
STABILIZATION OF THE DOLLAR Atl> IN ITS EFFECT IN REDUCING 
THE EROSION OF' YOUR PURCHASING POWER? A - •wE DON'T 
PUT UP <OIL> PR ICES FOR THE SAKE OF' IT• WE ARE 
SIMPLY CONCERNED WITH PRESERVING THE PURCHASING POWER 
OF' 01.R REVENUE. IF' THIS CA·N BE ACHIEVED THROUGH A 
HIGHER VALUE OF THE DOLLAR, THIS WOUt.D DEFINITELY HAVE 
AN EFFECT ON PERSUADING US TO KEEP OUR PRICES DOWN.•. I 
HOPE THAT THE DOLLAR'S STRENGTH WILL CONTINUE, BUT WHAT 
I HOPE AND WHAT I THINK DO NOT ALWAYS COINCIDE. 
I AM NOT IN THE BUSINESS OF' PREDICTING CURRENCY TRENDS 
eur. IF' INFLATION IN THE us IS NOT HELD DOWN, YOU CANNOT 
BT 
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EXPECT ARTIFICIAL INTERVENTION TO HOLD THE DOLLAR UP." 

7. THE PR ES ID ENT' S ENERGY PROGRAM. "GAS DEREGULATION 
WILL HELP BUT I WONDER WHETHER IT WILL BE THE MAGIC 
WHICH WILL TRANSFORM THE PATTERN OF US <ENERGY> IMPORTS. 
BY SIMPLY APPL YI NG THE SAME PRINCIPLE TO OIL, THIS 
WILL HELP IN THE LONG RUN - IT WILL ENCOURAGE EXPLORATION 
••• BUT TO SAY THAT THIS WILL BE ENOUGH IS STRETCHING 
O?EDIBILITY TOO FAR.,.IT WON'T BE ENOUGH TO PERSUADE 
ME TO GO THE FINANCE MINISTER AND PERSUADE 
HIM TO INVEST CMORE> IN DOLLARS. I DON'T THINK THE 
ENERGY BILL IS GOING TO BE THAT EFFECTIVE IN THE SHORT 
TERM." 

8. FUTURE OIL DEMAND/SUPPLY SITUATION. "1979 WILL SEE 
A BALANCED SUPPLY/DEMAND SITUATION, BUT THERE WILL BE 
EXTREME SHORTAGES IN THE PERIOD SEPTEMBER THROUGH 
DECEMBER. 1980 WILL BE MORE DIFFICULT TO FORECAST. 
IT DEPENDS ON HOW MUCH CONSERVATION CAN BE ACHIEVED IN 
THE INDUSTRIALIZED WORLD, WHETHER THE FIVE PERCENT 
TARGETS FOR ENERGY SAVING WILL STICK AND WILL BE ENOUGH. 
EVEN IF THEY DO STICK, IT WILL BE A TIGHT YEAR. I DON'T 
EXPECT INVENTORIES TO BE FILLED AGAIN. IN FACT, FOR 
1980 THE QUESTION IS WHETHER IT WILL BE TIGHT OR VERY 
TIGHT. 1981 DEPENDS ON THE RATES OF GROWTH, BUT I CAN 
ASSl.EE YOU ONE THING - THERE IS tlOT GOING TO BE THE GLUT 
THAT WAS SPOKEN OF IN 1976/1977." 
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9. USSR OIL SHORTAGE. Q - "THERE HAVE BEEN REPORTS THAT THE 
SOVIET UNION WILL FACE A SHORTAGE OF OIL IN THE MEDIUM 
TERM; DO YOU SEE THEM ENTERING THE OIL MARKETS?" A - MANY 
OF THE SOCIALIST COUNTRIES IN EASTERN EUROPE HAVE BEEN 
IN THE MARKET FOR SOME YEARS. THEY ARE INCREASING THEIR 
IMPORTS FROM OPEC COUNTRIES. THIS IS BECAUSE THEIR 
DEMMll IS INCREASING AND THE USSR IS NOT INCREASING ITS 
SUPPLIES, BECAUSE IT CAN'T. THE SOVIET BLOC IS MOST 
STRONGLY COMING ONTO THE MAR KET I THEIR DEPENDENCE ON 
OIL IS INCREASING AND WILL HAVE AN EFFECT ON OVERALL 
SUPPLIES." 

10. IRANIAN PRODUCTION, "I DON'T THINK IRAN WILL BE 
INTERESTED IN GOING BACK TO THEIR PREVIOUS LEVELS OF 
PRODUCTION ... IT WAS EXPECTED THAT IN THE 80'S IRAN'S 
EXPORTS WOULD HAVE FALLEN ANYWAY. IRAN'S INTERNAL 
DEMAND FOR OIL WILL CONTINUE TO RISE AND, ON THE OTHER 
HAND, THE OIL FIELDS' ABILITIES TO PRODUCE WILL DECLINE. 
IN MY VIEW THE IRANIAN SITUATION HAS NOT CHANGED MATTERS 
DRAMATICALLY - IT HAS ONLY BROUGHT FORWARD THE 
INEVITABLE." 

11, FUTURE MAJOR PROJECTS IN KUWAIT. OVER THE NEXT 
FIVE YEARS IN THE OIL SECTOR "AT ANY ONE TIME YOU WILL 
SEE US ENGAGING IN ONE MAJOR PROJECT, BUT YOU WILL NEVER 
SEE US ENGAGED IN TWO LARGE PROJECTS AT THE SAME TIME. 
WE SHALL STILL INVEST LARGE AMOUNTS OF MONEY •AND EFFORT 
IN THE OIL SECTOR OVER THE NEXT FEW YEARS - WHETHER IN 
THE REFINING AND PETRO~HEMICAL FIELD OR IN EXPLORATION, 
BUT WE SHALL TR IM OUR EFFORTS DOWN TO WHAT WE CAN 
HANDLE. IN THE OTHER SECTORS THE PRESENT CONCENTRATION 
ON INFRASTRUCTURE, WHICH HAS SEEN BOTH JUMPS AND DELAYS, 
WILL CONTINUE, ESPECIALLY IN ELECTRICITY, ROADS AND 
WATER DISTRIBUTION, THIS IS BECAUSE IN THE LAST FEW 
YEARS THESE SECTORS WERE NEGLECTED. IT IS ALSO A WAY 
OF DISTRIBUTING WEALTH WHICH IS A MOST IMPORTANT 
ASPECT OF' OUR PL ANNI NG, SIMILARLY HOUSING WILL 
CONTINUE TO HAVE A GREAT DEAL OF IMPORTANCE, WE SHALL 
PROBABLY CUT BACK ON PRIVATE HOUSING WHERE, MOST 
PROBABLY, THERE IS ALREADY A GLUT,• 

12. COMMENT: ALI KHALIFA IS USUALLY FRANK AND TO THE 
PO I NT, HIS COM~E NTS TO THE FINANCIAL TIMES EDITOR ARE, 
WE BELIEVE, AN ACCURATE REFLECTION OF HIS VIEWS ON THE 
SUBJECTS COVERED. 
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&:.o. 121651 GDS 4/29/85 <BUCK, STiPKEll w.> OR•E 
TAGSI EllRG, KU 
SUBJECT I KUWAIT OIL PRODUCT ION FOR APRIL, 1979 

REF1 (A) KIAIAIT 2136, <B> KUWAIT 1726 

1. <C•EllT IRE TEXT>• 

2. FOR THE RECORD, TOTAL KUWAIT CRUDE OIL PRODUCTION FOR THE MONTH OF 
APRIL AVERAGED 2.55 MILLION BID, DOWN °'VER 111,HI BID FROfl LAST 
MOllTH"S FIGURE OF 2.66 MILLION BID. APR!\ 1979 PRODUCTION VAS 
29 PERCENT HIGHER THAii A YEAR AGO, WHILE \IANUARY•APRIL PRODUCTIOll 
WAS H PUCEllT HlBHER THAii THE FIRST fOUR \IOllTHS OF 1978. 

3. DETAILED AVERAGE DAILY PRODUCTION BREAK DOWN FOR APRIL VAS AS 
FOLLOWS a 
KUWAIT OIL COMPANY 2,252,566 BID 
WAFRA PRODUCT IOll 86,368 B/D 
KINAITI SHARE OF PARTITIONED ZOllE 
ARABIAN OIL COMPANY PRODUCTIOll 212,283 B/D 
TOTAL 2,551,217 BID 

4. RELIABLE OIL MINISTRY OFFICIAL <PROTECT>, WHO PROV!DEP 
FIGURES, SAID CAUSE OF KOC APRIL PRODUCTION DECLINE <BOTli WAFRA 
AND PARTITIONED ZONE PRODUCTION INCREASED SLIGHTLY> WAS BAD 
WEATHER CONDITIONS <REF A> WHICH CONTINUED TO HAMPER TANKER 
LOADING THROUGH END OF THE MONTH. OFFICIAL EXPLAINED THAT KOC ONLY 
HAS STORAGE CAPACITY FOR ABOUT 4 DAYS OF CRUDE PRODUCTION. 
ACCORDINGLY WHEN WEATHER <OR OTHER FACTORS) lN,HIBlT TANKER DOCKillG 
AND LOADING, KOC DECREEASES PRODUCT ION SO THAT STORAGE TANKS ARE 
NEVER FILLED TO CAPACITY. FILLillG THE TANKS TO CAPACITY WOULD 
FORCE A SHUTDOWN IN CRUDE PRODUCTION l'IEAllING THERE WOULD BE 110 
ASSOCIATED GAS AVAILABLE TO POWER KUWAIT•s ELECTRIC POWER 
GENERATORS AND OTHER INDUSTRIES. LAST YEAR, AVERAGE DAILY KOC 
PRODUCT ION DECLINED FROM 1.9 l MILLION BID Ill MARCH TO l. 78 l'IILLIOll 
BID IN APRIL DUE TO BAD WEATHER, GIVING CREDEllCE TO OFFICIAL•s 
STATEMEllI TO US THAT PRESEllT DECLINE IN PRODUCTION IS 
DUE TO SEASONAL AND TECHNICAL FACTORS RATHER THAN BEING IN RE­
SPONSE TO INCREASED IRANIAN PRODUCT ION. 
MAESTRONE 
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