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The Real Econormc Threat

United States and the rest of the non-Commumst
are facing an extreme threat to the global econ-
that is receiving only peripheral attention in the-
ences President Ford has initiated to fight “public”) 5
7 No. 1”—inflation. The threat is unprecedented;
olves sudden and massive transfers of income,
v and power to the small group of oil-exporting
ies, with corresponding drain of staggering dimen-
upon the resources of oil-importing countries. Only
'~ days ago the oil exporters, meeting in Vienna,
made clear their determination to mamtam and
ncrease their “take.” S .

Dimensions of the Challeng,]e
a result of a quadrupling of oil prices in thf last.
the accumulation of foreign- funds by -thes Arab

and other members of the international oil cartel
1 this vear alone amount to some $75 billion.

> problem will intensify the longer it lasts—and
is no end in sight. With two to three billion dollars
vz to the oil producers every week for years
e, the World Bank estimates that the Organization
iroleun Exporting Countries (OPEC) could accu--
2 3650 billion within five years and $1.2 trillion by
By comparison, the international reserves of for-
xchange and gold owned by the United States now
nt to $14 billion, and those held by Germany—at
nt the largest holder of gold and forqun exchange
> world—total $34 billion.,

nything like the shift of wealth indicated by the
| Bank’s projections comes about, the oil-producing
- of the Middle East will become the center of
- wealth and power, Those nations will be able to
't vast quantities of armaments and advanced mili-
tscanology from the West, as they have already
: to do. They will have a growing influence over
“1siness and government establishments of many
countries and will be able to acquire vast holdmgs

atrinal and ranl actota mmanawtion in the TTask
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-adequate price “for coal “and: other: fuels. - American ‘-
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R
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system a stand-by prooram of ranomng and fuel alloca- :
thﬂ may also be required. . a :
“The United States has to- be prepared to pgt forward.
pecific plans for sharing:its own fuel w1th those whox
ill he affected even more severely by ‘the necessity for =
energy conservation. At the same time, the President will =

-
J

=

. have to revitalize the faltering -efforts initiated. a year i

ago to provide this country and others with-alternative -

- fuel sources. Similar efforts to conserve fuel and ‘o ';

develop energy sources will be needed in other.indus-.
trialized nations, most of which are vastly more. depend-
ent on. Middle East oil than is the United” States, -

" In recognition of that disparity, the United States must

do now what it would have to do in any me—by the'end
of this century: develop other energy sources: includmg

‘especially coal, natural gas and nuclear and sqlar energy.

. This country has enormous recoverable coal reserves
—-33 588 quadrillion B.T.U.’s of energy, more than seven -
jmes- the oil reserves of the ‘entire- Persxan Gulf and
orth_Africa. To develop its own coal'ar ;
esources, ‘the Umted ‘States mll have. to

producers and investors will need the assurance .of a.

profitable long-term supply price if they are to be willing * }. -
‘to make the billions of dollars in. necessary investment.

-The difficulties”of such a program cannot be under-
estimated.. There will be transitional problems of produc- -
tion and employment as some industries retract and
change their technologies and others expand; national
policies to facilitate the conversion and ease the burdens

" on particular industries and- workers may be necessary, -

The preservation of environmental quality,” without'

lowering’ current and projected- standards -of ° “improve- ;..

ment, presents difficult problems that can and must be
overcome by willingness to meet the necessary expendx-
tures for continued environmental protectxon. e

To carry through the needed conversion without sacri-
ficing protection and improvement.of the natural en- .

. vironment will necessntat&mtelhgent social planning and °
.'n readiness to cover the cnsts. through a combination of -
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THE WHITE HOUSE

WASHINGTON
September 23, 1974

ADMINISTRATIVELY CONFIDENTIAL

MEMORANDUM FOR: .. MILTON FRIEDMA

FROM: JERRY

The attached was returned in the President's outbox with
the following comment to you:

-- Editorial is very close to
our Detroit speech,

cc: Al Haig





