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The following memorandum is a preliminary discussion 
of considerations which might be borne in mind regarding 
Arab investment in the United States. 

Introduction 

Public sources now estimate that total oil revenues 
for the 18 Arab countries, based on a combined output 
of 20 million barrels per day at an average price of $11 
per barrel for Libya and $7 for the others, would reach 
$60 billion dollars in 1974, up from $6 billion in 71. 
{U.S. government estimates for non-Arab states may reach 
as high as $22 billion.) 

Given this enormous increase by the Arab nations 
and the preswnption that there are limitations on the 
extent to which such revenues can be invested ·for pur-
poses of Arab industrialization, railitary weapons s y ste~ s 
or external d evelopment assistance programs, it has been 
assumed that a substantial portion of these revenues 
would flow to the United States directly or indirectly 
in the form of direct or portfolio investments. 

Background 

It should be recognized that there are certain ry 
basic differences in the various oil producing nations 
some Arab, others non-Arab. All these producers, with 
divergent histories and political loyalties, have some 
some significance to the U.S. in view of their grow4 ing 
oil revenues. For exaQple, Indonesia, Venezuela, Ira n and 
Nigeria can be expected to pres e rve considerable inde-
pendence in the manner in which they deploy their oil 
revenues abroad. They can be expected to favor fort.he 
most part, \·;es tern ecC'nomies. Ira.q, on the other hand, 
given its ties with Eastern Europe can not be similarly 
predicable since she also maintains close relations with 
France. 

At the present time Kuwait and Saudi Arbia are the 
only Arab states with substantial excess foreign currency 
holdings. These two nu.tions, however, themselves ha ve unique 
features which could alleviate fears that they might invest 
in unison in a way detrimental to the U.S. economy. Saudi 
Arabia is more conservative, religiously oriented and, 
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except for the royal family, has little private capital. 
Kuwait, though, has a considerable pool or private capital. 

Status of Current Investments 

While it is extremely difficult under current data-
gathering procedures to fully record Arab private or 
government invcsGuents, certain estimates and indications 
of trends are available. Total Saudi Arabian, Km.;ai ti F0,9 . . . s ~· () and Libyan government investments 1~ U. . government <::> <:,. 
securities, bank deposits, equity and real estate ar 
estimated to be approximately $1 billion. Most Saud ~ 
royal family investments in the U.S. are thought to b 
in government securities. Kuwaiti private investments ---
are less conservatively directed as evident in Kuwaiti 
interests in real estate in Minneapolis, Miami, Houston 
Atlanta, Sea Island (Georgia) and cattle feeding opera-
tions in Idaho. There are also reports that Iran is 
interested in purchasing certain U.S. firms for the specific 
purpose of transferring all or part of the facilities to 
Iran so as to provide the country with domestically ba sed, 
defense oriented production capabilities. Apparently, export 
potential and in-country industrialization are important 
secondary considerations. • 

There is no evidence that Arab investors are poised 
fo~ a major direct investment "invasion" of U.S. industry. 
There are, in fact, a number of reasons why the Arabs 
may hesitate to make massive direct investments in the U.S., 
foremost of which is a fear that the U.S. could freeze th e ir 
assets. In an effort to reduce the impact or the .effective-
ness of such a freeze Arab investors may strive for a broad 
diversification of their investments so as to avoid 
presenting a large target to which internal political 
P:essure could gravitate. For these reasons aiso we may 
witness a greater tendency toward portfolio than toward 
direct inve stments. In either case aiven the strenath 
of the dollar and the relative size

1

of the U.S. econ~oy , 
most notably our hi ghly developed and open capital ~arket, 
we should be the recipient of considerable Arab investment 
flows. 

Safeguards 

The United States maintains certain restrictions on 
investment by forei gners in specific sectors of the 
economy. These restrictions, frequently associated with 
nat~onal s e curity reasons, vary from total exclusion to 
limits on maximum foreign participation. These restrictions 
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or prohibitions include: 1) domestic coiffillunications; 
2) domestic air transport; 3) hydro-electric power 
production and utilization or production of atomic energy; 
4) coastal and fresh water shipping; and 5) Federal 
mining claims and Federal oil or mineral leases. 

Additional U.S. protection against any abuses by 
foreign investors, whether private or governmental, are found 
in SEC regulations which require full financial and intent 
disclosures in takeover bids. Protection against monopolistic 
and anti-competitive practices are a!forded through the anti-
trust laws. 

Various individual states also maintain restrictions 
on foreign ownership cf property, particularly agricultural 
land. In the event Arab investments are directed in consid-
erable volumes to real estate it can be expected that certain 
states will promulgate review and reporting procedures 
for the express purpose of excluding such investments. 

The establishment and ownership of financial institutions 
by foreigners are subject to several types of limitation. 
At the Federal level, only banks incorporated ~ithin the 
United States are permitted to become members of the Federal 
Reserve System. A nuober of states have restrictive 
legislation against foreign or foreign-m-med banks operating 
in the state. 

The Federal government also has a variety of review 
procedures regarding the transfer of technology associated 
with national defense which could possibley be tightly 
ad~inisterect to discourage Arab investments in industries 
determine~ to be critical to the economy and at the same 
time not appear to be overtly discriminatory. 

The ultimate protection against actual abuses to the 
U.S. econo~y by Arab investment resides in the location 
of the invest~ent within the territorial and legal jurisdic-
tion of the U.S. It appears that under most circThuStances, 
Congressional authorization would be required for the 
U.S. to seize and exnropriate such investment. Consideration 
should be given to d~te~mine whether such seizure could be 
accomplished under existing legislation. We can assu~e, 
however, that in an emergency or in response to unusual 
circumstances the appropriate statute would be quickly 
forthcoming from the Congress. 

LIMJJED OFFICilll US£ 
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INTERNATIONAL ENERGY INITIATIVES 

SUGGESTED ORGA.t~IZATION 

INTERDEPART}IBNTAL TASK FORCE 

I. Restraints on Effective Demand and Conserv~t ion 

Lead Agency: Commerce with ~EO (Chairman:Shc phcrd) 

Participating Agencies: State/EB, Treasury, FPC 

II. Cooperation a~ona Consumer Countries on Oil Price 

' 

Levels anc1 .!larl~et Conditions: including assurance 

of supplies, production levels, pricing formulas 

for reference crudes and other provisions for 
, 

consumer/producer cooperation 

Lead Agency: State/En and FEO (Joint Chairmen: 

Julius KcJ.t.z and ) 

Particir)a ting J\crcncies : 'l'reasury, Commerce 

III. Cooperation among Consu~2r Countries on Sl12rinq, 

of Oil. 

Lead il.crcncy: FEO and St~tc/ED {Joint Chui !:"n:2n: 

Robert Ebel uncJ George N. Dcnnsky) 

IV. Devc lo r:-:-::c n t of l. l tern 0. ti vc Sources of Oil to 

Diversify Stm:)lv :"\\•.'<1V from Mic.1c11c East: including 

accelerated c:-:pJ.oru.tion i"lncl development for oil in 

geolosic~lly ~romising llrcas. 
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Lead Agency: FEO (Chairman: 

Participating Aaencies: State (James W. 

Reddington), Interior, Commerce, Trea~ury, 

NSF 
,,._ 

v. Development of Alternative Sources of Energy: 

VI. • 

research and development of fossil fuel (excluding 

oil) and non-conventional technology 

Lead Agency: State (Chairman: Herman Pollack, 

State/SCI) 

Participating Aaencies : FEO, NSF, EPA, .AEC 

Economic, no:1etary and Investment Coopcrittion: 

the development of methods for dealing with 

producer-held surplus revenues , impacts on 

monetary system, long7 t e rm investments in 

consuming countries, sectoral policies concerning 

equity investment arid LDC economic problems 
' 

Le.ad l\qcncy: 'l'rc.J.sury (Chairman: Jack F. Bonnett) 

Participz:ting Agencies: FEO, Commerce, State 

(Sidney ~cintraub), AID 
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VII. Develonment of Diplom~tic, Political and 

Institutional Modalities for the Consumer 

Meetinq and the Eventual Consumer/Producer 

Meeting ~nd Their Work Programs 

Lead Aqcnc~: State /S/PC ~(Chairman: Winston Lord) 

Participa ting Agency: FEO 

VIII. Long-Term Institutional and Leaal Questions: 

...... 

involving permanent organizations or agreements 

on international energy cooperation 

Lead Agency: State/L (Chairman: Carlyle E. Maw) 

Particip~ting Agency: FEO 

S/PC:HCBlancy:lcf 

--
1 
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lNTEP.i~ATIO:-!AL EL':::RGY EHTIA1'1VES 

• • TASK FORCE I 

• ~cad /\gcncv: Cor:a~rce with FE0 - Chair.tan: Shepherd 
.. . 

• Pnr.ticin2tin~ t~9..er:cJ_cs: State/I~-:- EPA, Treasury, FPC, 
Transportation, HUD 

A. · Objectives: 

1. The dcvclopr.:2nt of a progro.:;i of coopcr2tion 
among cons~s2r cQuntries to reduce ~ffcctive 
demand and to conserve energy. 

• 
B. D~s crintio~ of Tnsks: ' · 

1. Comp3rative examination of price and allocation 
methods ~.;ith a vie\-, to the for1:n1lction of a 
coop er a ti vc pro2,Y[!IT1 to i:::prove na tionc1l con-
~.crva tion .:1n<l dc;:1and res tr .:iin t appro.:ic hes. 

2. 

3. 

5. 

Ann lys is of cxi s tir:f, consurr:? tion p2. t tc.~ns, 
an<l li1~ely 2ppro2.chcs on cons crv.:1 tion. 

D,.,v,.,lo·-..~,,-..,,•- or. · 1i·1·cl)' li"~ti·,....(T o'- US a1,..._,....,...,c-ti·c ~:. \..: . ... . i .... . ,.~._ .. L .!.. .;.... :...> !.l..:,.,, J_ Vl. ! ~.._ .. _, 

,. pror,L.,:,~~ \•:hie h night be of£ c.rcd in o.n in tcr-
nntion2l coopc~ativc progra~. 

E-:-:.:1ci!1z1.tion of effective 2DDro.:chcs to oil - . 
dc1:1~!!;d [;"!:o· .. ~t.:h i·:hich c.:;n be i.::?lc·r1::!nt.:cd by 
indu ~;t.::!·i.::.l colmlrics - i.e. sn~:rllc.r ;iuto. 

'-~" •• , .,; .... ~,tio ..... of "'n\,i1-o·~·~·"' n'·')l l 1 ..,li' t,· ,-~ 1 ~' -r:,.~dt,.-l.- • •.•• - ,._ , -·· .. ,.,_I..<,; C1:-- .' Sc.<111(,.'.l_U~. 

and t:cciinolo~:Y .:i~: .::n ~~)p~:o.:ich to efficiency 
in use of cnc:rgy. 

6. l)ro,) o~;.:1ls 0,1 l:1c ro1 c of fin.:mci.:-il inccnt.::i.vc!.S 
\-lhich cm be ~~;)li.c·d by ::i.nc.h1~tri.:1li::cd 
cot1ntrj c!; ;::Hl olhcl.·:; to rcstr~1i:1 dc:-:1~nH.l .:md 
pro:::olc coi·1::-.crv.1.~ion . 

. .. . . . 

• .. J 
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TASK FORCE - I 2. 

· .... 
C. ~pccific Results of Forcir:n Ministers }:cctinr; 

-1. Agreement by Consu~e~ M~ctifg on inclusion 
of dcii1~nd restraint c1nd conservation as an 
area for effective international cooperation. 

2 C• • I • l .!('-- .... , F to d 1 . nar~in~ nternationa 1as~ orcc eve op 
proposals for an Action Pr~gram. 

D." Work Pro~r2m c!:-id E:1c1-Proc1nct 0£ Inte:rnc1tion2l T2sk 
Force 

1. 

2. 

Pres en t2 tion of co:::Drche:ns ive nro1"')os2.ls of nn . . 
Action r!:'03r.,::~11 on dc;,:2ncl restraint nnd conscrv2-
tion uith a list of priorities in terms of short-
term and long- terr:1 rcsul ts. 

• 
Specific org.:-:niz[;tio.ial proposals on ho~-7 such 
cooncr2tion could be best undertaken inter-. 
nationally. 

3~ Propos~ls for possible inclusion ~f LDC consumer 
countries in procr2;";1S. 

1. Ta;,1~ Grou? should co:1sid2r q{1C;stio,1s of ccono::1ic 
gro·,\·th .::nc activity as it relates tp clcr.;ancl 

,. r cs tr 2 int . 

2: Intcr:12tio~~1 tr~1elc cm"'.lpctition problc::-1s should 
be c:--:.:.::ar:ccl. 

3. 

5. 

should be c:-:[:i,:.1nccl 
d2vc.lopcd . . 

\•:1-.i ch c·:~~:) :1;:: s i;:: 2 bot: n cnvi i-0:1::~c:1 t.1. l 
c-,~\~i 11c<· :-~1ciu 7 cl ~),., P"'\'L--,1' '"')'·i•'o•·i t)' _. ........ <....., .. , ...... - \.. \.- o- . " .!: .... .1...-- • 

E::-:~:::in:1t:io:1 o~ bro:-ic1 ir~(;t!~U:i:-il sect·ors s1wulti 
b~ tll!dc·1·t~,]:c:1 c~;pc-c:i.111y thc~;c th~1t con~;t:1i:e 
larr,c qu;111t:itics o[ cncq:,y. 
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TASK FORCE I 

7. 

... 

. . . 
Soci~l fc1ctors corr::::on to industrialized 
societies should be cxa~incd both for 
conscrv.:ition m~d l~rgcr qua~it_Y. of life 

. goals. 

Cornp~r~tivc economic cost figurci should 
be clc~\•clo?cc1 for al tcn1c1ti ve approc1chcs 
to conservation and reduction of demand. 

; 
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Cori~u~cr Cooporntion ori"Prices 
and M.::irket Conditions 

A. . ,Obj cc ti vcs 
. .. . 

Task II 

. . . 

To constrain producer unilaferal;i.sm in setting 
prices and production levels; 

JJ 

To discourage government-to-government 
between consume r and producer countries .; 

. 
-- To assure the required levels of production; 

To preserve as much freedom of opercJtion as 
possible for the international privately owned industry. 

B. Des~rioticn of Task 
. . 

1. Drc1ft the m.Jin elem~nts of a multilateral consu::1C!r -
procluccr agreement ( in <1 ltcrnc::: tive versions, . if des iro b le), 
~rl1ich a consuser group could ncgotiotc with a producer 
group (or with major producers individually), ~ftcr agree-
ment by go'.7 C!:"~:1:ents pc:irticipating in the consu~n~.Yi:o 

q.• Iii) group . · C) C:.. ., . 
::v 

The a~rCC82nt should cover: t 
''" 

Criteria and formulas for establishing the 
·-· .. ·pr:i.ccs for reference crudes and other elcr,,(;nts (c. g. 

qu.:1lity ~ncl gravity allm-:zinccs) determining \·.'orlcl petro-
leum prices; 

Leg.11 provisions <lcsir,ne<l to .:1ssurc security of 
·supply 2nd production levels; 

Othc\· provisions ·on \-:hich intcr 0 ovc!rn:;1cnt.1 l . CJ 

consu:::cr -procluccr Dgrccn~cnt would be dcs:Lrablc. 

'flw i'ntc1:n.Jtion.1l ,1grccr;~(!t1t \·.'Ot1ld provide .:i glob,11 
fr:-im c•.-:o~k in tcr:::s of ,-:hich p1·oduccr [;Ovcrnr;:cnt!~ \•:ould 
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deal with the industry or bilateral government-to-government 
agrccwents could be negotiated. ~- .. • 

2. An analysis of the ipccific govcrnmcnt.:il me~surcs 
and lcg.:i 1 powers required to m.:i kc the a grcemcnt ,-rnrkil.b le, 
e.g. the possibility of intern.:it{onally ~greed ceiling . 
prices for oil" imports. (Incentives . to make such an intcr-
govcrn:ncntal agrecr:1~nt attr.:ictivc to arocluccrs .:ire dis-
cussed under VI and VII below.) -

C. Objectives fo"!:' Fo::::-cip..n Ministers Meeting 

-- Obtain co~mit1:1cnt in principle from participatin~ 
states to stek to negotiate such ~n intergovernmental agree-
ment; 

Direct international task force to prepare draft 
of an agreement to be tabled with producers. • 

< 

D .. Assignment of Internation2l Task Force 

Work up series of production t.:irgcts £or key 
producing_ countries to be ncgoti.:ited; 

Prep~re for consideration and ratification of 
·consumer govcr~~8nts a series of specific ncgotic1ting 
objectives on pricini, pioduction levels, and other pro-
visions; the dr~ft of ~n intcrgovc~n::;c~ntc1l ~grcc,;;cnt 
incorpor~Lin; these objectives; Dnd D . negotiating scenario 
for the consu~cr:produccr conference; ' 

. 
Prcp2re rcco;:_::,.cncb tions for consur:1~r ~ovc'.rni::.cnts 

desir.1b)c or :r:cc;uircd ir:;plcr::cntin~ steps to ensure vL1Gility 
of Llr_;rcc,:1:.~ nt. 

Ext11;1inJt·ion of the bro.:-iclC'r pL!blic policy ir.,pli.c.1t:i.ons 
of $uch iln intc.:-:.:gov12rn::: c: nLJl :1g1.·c·c1::-:-nt, includi~1; th~ role 
of the Fcc:cr~~ 1 Govcrnr::c-nL t:o pr iva t:c ' inc..lus try; pos ib le 

' I 

I 
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forms of public oversight and 
fcquircd; the adequacy of the 
powers; anti-trust aspects. 

..... _,.. 

regulation of the industry 
Federal Government's legal 

-. 
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Coopcr,1 tion l:i:1onq Co1~ s1.!:-:.~r s on She:: rhi~r 
~ncl He.l~~-e:c: :-:c:,~~;:-:}:c.::; to li:.~.:.11 •.:ith 

Prn-1!.,;i.:C:nt Oil Si10r.U:-:J2s .-

Tl\Sl~ II I 

Olrjcctivcs -· 

1. lm arrange:!~ont bet;-:ccn const\!ning governments for 
sha:t.:-ing oil under co;1<li l:io:1s of ?'2rsist.ent short.:.,1gc 
c1nd c;:;crgc.;1cy shortfc!lls 01~ r:mtu'1lly .sat.is_£ actory 
basis. 

2. To prevent the prcssnrc of supply shortages fro;-n 
lcu<ling to u;1ilu.'..:.c:r.cll clctio::s to im;?rovc n,,.t.i..o::-:.::.1 • 
posi. tic::::; t.h~-t &:cc dctr j 1i:-2:1 tal to tlw broo.dcr 

3. 

1:1ul til o. tcrZl l :rclc1 t. ion s!"lip b~t\-:cc;1 oi 1 con su!nc rs 
and p~oduc0rs. • 

To ~nLc•,--~~ 0 ~ 11c •'- L. .) ..._ C L.. - L- .. 

actions in c::.r~c:~ 
ene):']y .:rcso-..D:cc!S, 
piling. 

.. 

c-J~ • · • • .- •• • , ---·,.., ~,. \ • t. · 1-- J ..... cl •-' . d r J. J) g il. ...... d n <;;I..,;.,~ J. L. ·: l • n ). C « L. t..: 

for con sc):\' in~r c:nd producing 
:i.ncluc1.in0 rc~t.:i on inc, <1nd stoc}~-., ., 

Dc<·c,·i·---'·50·1 of t~c 'l'c~s}: --·~J~_,_. ________ _ 

1. UL~lizi1~~ the ccmsidcr:::bJ.c \·:•,)r:< .:!lrcc:1tly do!1c in 
the OI:CD Oil Co::~:::i t tee: ~nc1 i!1 the U. S. Govc:!'.T!i.!(.'n t, 

2. 

~---,r..J.... .... .,..,....., .. ,, . .................... J. f ,.,. C"'\ - .. ~~..... • 1 t' --,.t- c-cn:,.i. L. ~.n il- .~ '-'··:;'---•I· .. ,) ..... (,,. ,JJ1v .... _1,g Ol. 11<...L. soc .. 
be::yo,1 c°; c:-.-2n; c::: c y cir c1.,:-::s::. nee s to co:"!di t .i.011 s of 
l)C.r .si !j te:11 ·C. 51!01~ ::c~sc~. 

O;)tui:-i use; 2.~!::,:-i_:c::'.c:1:: on c.n 
ransc of lx.sc;:; fo!· ~~hc:~rin~ 
or so~:(! co:::i)i;,.:: tio:1) . 

2cc0pt.:1ble b,1::;is or 
(on ir;~i_)0ri.:s, con:;1-,::-\;)tio;1 

3 . Bi U 1 e: :· ;i :-; p zn of -:.:. h c d r;; ft n: c! ! :i 2; .: v r: t or s c p.::. -
r~tc·l:!· cJ.c.:::: . .-ly st;;;_-c'. ho·1·: il i~ li:,;;cd ,-::i.tl1 o!.:.l:(.!i: 
11c:c:c!:~:~1: .. ~-- i!C~ .1.o ~?;, ;.1J' co~1~;t!::~c--]:~ 
pro-:h~c j_ :·, c:·, ~! ~:s:,• }: ,~ r;o t,r c: cs. 

c,·J)'•(·1'ic ()') ·•1 , •,·•',· 1·\." ")l~ rr,,·(·•1·c,·1 ;:l.;,,.;,..,.,,,.,.t ',.',r-.c,_!· )·_J'c•
1 :_._ ... . _# __ .._ _, • __ _ • __ .. ... _ .. ___ ,. ___ .1 • ··.--·--'"-'- .• > \..... - ! 

1. l n :-; .r u c t h ( ! 

n con ~t:: .~:..:r ~:' 
J : i t c .r : , "1 t i o :, l •~--: s ~: !-' o ::: c lo d r il. w 
~n: r,,:1;;.::::;~:.1~ fo:.: .~!·,.,:i:.i.r~~; oil in 

le. 
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contlitic--1s of persistent short~gc that ·1n"tcgratcs 
with its action prcl:Jr ~:::.s for co!1s2rving and 
producing energy rc5ou~~8s. 

2. Agree on c1 basis or b.:~scs for sharing · the oil 
that ,-,ill !)c satisfc:.ctory to consumers as a 
whole. 

,,,.._ 

l. J•;ukin9 usc of the ,-mrk c1lrec.1<ly done b.y the OECD 
anc1 the dccisio:1s a:-:d inst1~t1~-t.ion.s of the Foreign 
llinistc.rs, drc1.ft a sharing arr.;1.rissr:-.cnt. 

2. ~'he ilctio:1 prog}~c::~1 on ~;hc1rinq shoulc1 cc:1 t«.in 
clca:c. lin}:s ,-6 t:1 ot !wr relcV,!!1t c,1ci·gy cJ.ct.i..0,1 
pro9r c.::::s c1nc1 poin'.: up po.licy and iri1pJ.c1,.cn;:.o.ti.o:1. 
pxoble:::-.1s \-1:iich consa:acr govc r~::-i2n ts ,-:il l have to 
address in cLi. viuually and collccti vcly. . • 

, 
. r,. Policv Issu~s v.n~1 Problcr:':S 

1. '!'here is still si<Jnif:ic,rnt c1if:.':cl.·cnccs bcl\:cc;1 
tlw \·:cs t E~ro;_)0u.n s c:;1c1 J ,:-;p~n 0 ;1 ·i:;1c one hcrnd 
and th e ll. S. 0:1 th2 oU~cr concerning what the 
basi ~; f c>r sha:r in9 s:wnld be. B:co.::.dcn ing the 
«rr2.n92:-;:~)n"..:. to go bc:.,1 onc1 e:i::8rucncies will 
prc.>;)c1bly no'..: rcdi.1co th csc c1 if i: P.rcnccs. 'l'hcy 
will hc.1ve. to b2 rc~;oJ.v2e1. 

2. 'l'hcre u...1st be c1dcqriate lcsisl2tion c:.nc1 rcgt1L .. to2.·y 
b'1s0s for imy ~:1~11:ir1g ctrr.:,:1~;~·,:-1~;--:t <1grccd to. Ai: 
thi s ti,~::~ the: u. S. c~oc s. not h,!\'C sc1ti:~L1cto2~y 
lcgisL, !.:i vc .::u '..::10:r i i.-.y. '\-Jc c!rC! scc~~in~r ~1_):) 1:o~)l- ic: tc 
l<1:1~;ti c10c in ~:1c c:n.cr9y c: ,:c1-~-;01~c~' lc9i~l2.t.ion :: o\-7 
u:1c1c ]: ccr:sic"i.22.·.:,.'..:.io:1 er:: the Hill. 

3. Sinc0 j:riv,1.lc oil co:;-,~)~1;1:i.c:~~, r~ost of thc1a ll. ~;., 
\··1.·)1 ~--.,)·, ...... ,.~'- -- ·1• 1 <· ·1 ·•1·J·,1·· - 1·r ·,..--. .,,,- 0 1 l 1.·t \-,~1 1 • . ..u :.; .• •-•·•~--' , . <•• .1 _.J , •. -· \l <l . , .. . s - .,:~. ) .. , 
})(' "(' r• •"~ ····r• 1 t ·0 J)'"r)'ll·c~--- {-'.•,--..-1 , .~i , . ;) ; - '-··· "l te,r• ·,l • - J. ·'--"L.. . .. •><• - .;_ - J • ._\. l .,l1... . : •·'·"· ' \...J.\. •• \ -:.:JC ... -

ri~;L:.:_ lo \.'01 ·;~ lo~:<:j1e;.1~ \-;ithi;1 0~1r aati-tru:.;t l.:1'.:s. 
, 
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'fnsk IV . 

. 
· Acee 1 c1· ,1 t C!d Dcvc 1 o;,:::c n t of /\ 1 t c1· nc1 t 5.v c: s 

to Middle E.1st Oi.l 

A, Ohjcctivc .. 

Seek accclcr.1tcd dcvclop:r.ent, ·to the mo:l::-:imuril 
extent ccono~icnlly justifiable and technically feasible, 
of encrz;y altcrnc1tives to the t~icldle East nnd other majo!' 
suppliers; ---

Seek to continue reliance on the privntely-owncd 
co~panics ~nd privntc capital rn2rkets, to the extent con-
s is tent \•:i th this ol.>j cc ti ve; 

De:vcloii in:Jcpcndcnt inforr.1Jtio.1 beJsc to permit 
cssess~cnt by USG of pr2ctic~l steps designed to acceler-
ate dcvelo?~ent of energy alternatives; 

Seek to sta£gcr the development 
progr2 r:1s ,d.th ir:1.1:ccli.:1t.c pc1y-off clncl 

efforts e:~tcnding Un.-ough the clcc.::idc ._ 

B. Dcscrj_ntion cf Tusk 
.. 

effort: short-
lono er- tena 0 

Foi c2c~ of the mnjor energy for~s petrolcu~, co~l, 
naturc1l geJs, and non-conventional petroleum: 

Prcp;ire 2 list of specific tc3rgct iJre2s, i.e. 
rn=1jor rcsc1.·,;c•s \•: here~ p1.-ocluction cculd be acccle::r.::i te<l 
through .1r21n-op1:i£ltC dcvclop:::cnt invcst::1:::~n t, .:1!1d the 
n1c1gni_tt:c'.~ by t-.-hich p!.-odtlction levels could b.::'. incrcc:Jscc1 
:Ln c:J given tir~c~ f:-t1::,2; 

Idc,.nt:i[y .::?rez!s i11 \•:b.:i.ch c::plo:.- .1 tion [lctivity 
to prove up reserves co~J.d be ~ccclcr~tcd; 

l, 1 t • r • ' • • 1 ·orrnu 2 -.c sp~cL.:1c rcco; ic!C't1c::t1. uns on ~ovc:rt7i i1 Cnt.:i 
' • l l~Cc7Sl!l-CS C·:'S)i:t1L(1 to o;)C!l1 t1;) reserve. ,l!.-(. ... ,15 to c7c:cc:lc~~.-.)LC~cl 

(''"j)1r,,·.., 1·io-- ...,11·1 c1 ··,,,c lo ·)· .. .._1 ... • ; 1 1 • • t: t •••·• •. <•,..•.I<, Lt al. ~t,1,l . 1L, .d1C l!Cit1i:_; c7S;,l.S"i'lt1CC' :O 

priv.1tc ir~~!u~;try .1s required t1ncl, poysib ly, <1 clirc'.ct 
govc:rn ... (~nt.1 l role; 
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-- E:-:.imi.nc forr.!s of intcrgovcrn::-,~nt.:i 1 cOOj)Cra tion, 
includin6 other con.sur::cr c1nd producer govern~cnts useful 
for the attainment of this objective. . .. 

Consu:ncr govcrnr::,;nts t•:oul<l pledge themselves: 

To coopcr.1 tion in the accelcra tcd c:-:plora tion .,._ 
for, and dcvelop::-:cnt o[, a ltcrn.n tiv~ energy sources; 

-- An cippropriate role (e.g. invcstr::ent of incomes) 
of the existing produce:rs so long .ns this ,;.muld not· 1c~d 
to un.ncccptable control by the producers over these alter-
native 50'..lrccs; 

Other govc~rn::1entc1l r.1e.nsurcs rc.:1dy for implc.rr:enta-
tion; possibilities include: dcclar.:ition by US opening ur 

·Naval Pctrolcu~ reserve#~ for dcvclop~cnt; anQouncc~cnt 
of dee is io,1 by I·:o:.:\•;ay to op,.c:n up Non•~cgia n \•,i:'ltcrs o[ Nor th 

-Sea for ir.,:::-:'.c1i.:Jte dcvcJ.op:-:~2.nt; <:lnnouncer,~cnt by Cc:;nuc1i.:in 
Gove1.·.~22nt to ?roc~cc1 ·with fori:::1 tion of intern~ tiona 1 
consorti'..1:-:1 fer dcvclop:-rH::~nt of 1\thob2scc1 tcr sc1nds; US 
dcclc1rt1t:Lo;1 O?cning contincr.t.:il shelf to intcrn.:1tio;12l 
joint vcntt!rct on :-i rcciproc.::11 b.::isis; fo::r::-1tion of: an 

_ intcrna tion2l cnc~·~0,v dcvcloni;:~nt bcnk to \•rnrk uith 1)riv2tc 
• 

inc1,..~stry in the 2ccclc::::-2tcd dcvclop1i1Cnt of neH deposits 
!(producing cout1trics 1i1ight be perr.1ittcd to take c1 sht1rc 
of the bcn~~, s c~ipici 1 subscri.ptior.); 

D .... i"rcc ti vc to intern:::: tiona 1 t.:i sk force to dc.vc lop 
. specific rcco;;-.::.~'r.d.:i tio:1s in this ilrc~. 

S<1n:c ;:s section E, 2bovc. 

E. 

To \:h~1t: c:,.:tc:1t chi,•s the~ l!SG \•.•is!1 to provic.k 
fin:1ncL,l :1~:~;ist,11:cc ~ncJ incc·nli\•cs to priv:itc :i.tdt~:.;try 
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as agninst the possibility of setting up a US public 
corpor~tion tL..1t would enter into pJrtncrship with 
private industry; 

Do we p~rmit foreign inter~sts:to buy into 
North American resource development; 

Can p1~oduccr countries be a fin.:inci[ll . .... 
·stake in the dcvclop~ent of new sourc~s; if so, to what 
extent should this be done throu0h cJ) finc1ncing of the 
priv2te comp~nics or partnership dcnls b~tvccn the 
inch1s try 2nd go\1 8rn:::ent corporc1 tions m-mccl by the pro-
ducing countries; or b) the use of £in.:1ncinl inter- · 
mcdi,1rics, such c1s an cnerz,y dcvclop t::e.nt b~nk . 

• 
f' 

... 
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1::ITI/..TIVI:S 

.... .. . . 
TASK FORCE V 

• DcveloD~cnt of: Altcrn:ltivc Sot.1'!:ces of En2rr:v Rcsc2rch 
------· 

CO!1V0i1 t io;. al t CC: ~2;0 io ~'. '.' 

AEC 2;1d Sta tc (Co- Ch.:i i rr::0.n: Dr. Gorman Srni th 
and Hcnnc!n Jollack) 

Particin2tin~ A~cncics: FEO, NSF, EPA 

.. 

-1. Dcvelop~cnt of a conprchcnsive nciouiating 
pactc::b-2 of intcn-lu.tional coopcr.:1t:ion in 

2. 

En errs I'-&D. 

Exa~ination of present cooper2tive progr2~s 
with re co::!::1c:nd2 tions 0:1 r:c·.-7 thc~y can be 
st~engthencd 2nd acccJ.crated. 

3. Eximin2tion of US proposed Encrcy R&D and 
ho"\.-1 it c2n be ad·\1 a:1cccl by intc·fna tionc1l 
coopcr2.tion. 

1 .• 

2. 

• a. 

Re.::) }ff o g ~-.:: ::1 :; 
COO~)<.!':."~ ti VC 

for 

CO()j1e:.·~t:i.vc 2ct:ic:1 to 2cc~lcr;itc ckV('J.op·· 
mcnt of c0:1l, inc) t::::..:-::·, n{".·.-.• tc'ch~1olo~)'.c.s 
for 1:::1.:1) ... ;;; 



) 
. . • . . . . 

... • 

_j 

I 
' 

- -- ···•-·· --- -. 

. 
2. 

b, de~clop~cnt of non-conventional 
petroleum including: 

i) coal gasification ana liquidization 

ii) oil shale and ta:c.. sands 

iii) dcvelopr~ent of fluidized bed boilc~ 

iv) pollution control tcchnolo~y 
to perr.1i t c;.:p;;.-;1s ion of fossil 
fuel utilizc:tion 

3. Proposals for joint of nc~ energy 
technology (non- conve:n tio:1£:l w.edi us/ loui- tcri:1) . 

.. ,. 

a. Dcvclop~2nt of nuclear energy~ • 

h. 

i) 

ii) 
.. 
iii) 

iv) 

v) 

1 r • • G nuc car cnricn~ent an ur.:iniu:..1 
supply 

present pro~ran nuclear power 
plants 

fast breeder reactors 

fusion 

cnvironr:cn ti-, l ;-,nd s 2f cgn2rd 
rncthods to !':p~cd ti1c sufc 
intro~uc:tio~ of nuclear cnc:q_'S 

Dcvc lon:.-:2:: t of o t:!1:-r n::m- c0nvc-:1 ti.on ,::: 1 
cnerr,y SCJ~:::-ccs 2!-:cl tcchz-~clo[,Y throu[~i1 
n:ul t i n 2 tio,:.:: 1 2c tion: 

i) gco t:hcri::al 

ii) soLn-

iii) fu2l cell 

iv) other 

I 
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TASK FORCE 3. 

• 

.... 

1. Agrceir.c.:n t thc1 t In tern a tion.:-11 T2.sk Force 
would c~a~inc and develop proposals for 
intcrnc:it:ion.:!l cooperation in Ener~y R&D. 

,.,,._ 

1. Cor::prchc.ns i vc prot1osa ls for j o~n t • coopcr·.:1 tion. 

2. Reco,:i:11encbtion.s on institutional modalities 
for future coordination of R&D intcrn.:ltional 

1. 

2. 

3. 

.... , .. 

• 
r 

For nuclc2r cner~y, Task Force should fully 
Con c-1.· c1,....-.• c--,f,--,rtlJ·,,-,ls • ..,.,,,-J. c·1~l c-ncu,-; •-y J tJ L.:- ..JC..,-l.: ~-.J t- .... V J l..o1CJ.l.- ... I. U .::>'i..-.:. J....l_l.. 

waste dis?OS~l ~nd safety questions . 

R~D ._p<1.ck2gc ~ho':11 d . cons idc.T b:iL:mce of overall 
..,ri'-r,,_nt:•,r.r-· -enc• d 1 <-··ri\;..,,1 .... . ,,.,r•s o_f 0'1.· f_-F,_ci· 0n1 .... L. G\.,; c ... i c .. '-.,_., c.J... -.•lL.-V c ... t..'-- ... c..,- -' -
tec1~r1olo~:ics 211d riotc t11ose l,.;11ich 11~\1 c 
gre2tcst chance of early success. 

Th·c role 0£ -p·.riv2tc indust-.cy should b~ CXGi.:!incc1 
with rcco::::-:-:~nd .--i tio.is on ho-.-1 they c,!n be in-
vol vecl 1:1orc effectively ii1 RE:u .lcce]_cr.:ltion . 

. ,.n1~11 .., ,1·--]1.'c•-i:,lr--. )·'"'cn:··--:-c:,-1 ..,•--io--<- c•'r1oul~ i11,..ll:c'10 • t "-- · t... r ,t- • - L-.:..,., -- L- , • C '- . . . .. . . . \.. <... L. -- • • .._1 .:., \... ··- \.... • _ 

j oir"! t f,O \'2-:.-:1~'.:::1 t coop c: ;-: t::i.c~1 th-::-Ol!;.:11 i n:1::1v :1 U. v2 
ir!~tit-..:t:3:::,~s Sl:ch ct[. the r::odcl of ES:-~o or 
In t c l ,r l , e t c . 

5. E:-:2i~j_neltio:1 ·.-;ill be nccccc1 0:1 ccon0::~ic .-ind 
1 c ~,: J. co:,~;~ r .··i:!. ,1 t .s /inc en t: i \'L! s for 1<~ c~):::::!ci !de d 
COC>iH~ 1· ~! t:i.C}i1S. 



-------- • . ----- •. . •• 

- .. 

Task VI 

A. Objectives 

Econo~ic. Xonctnrv. and 
Inv es tr:-:'2n t: C:oo~c:rn t io:1 

In the short-tcrr.i: 
.,,._ 

,,,,._ 

. . . . . . 

Hanc1gcr:1e:.nt of oil rcvcnu2s in n manner designed 
to off!;Ct tile b~lc:nce of pclyrr:~nts cffc.c.ts o[ the recent 
price incrc2se (ir:i..;.-::'2diQtc problem for 1974); 

To pro'.d.d.:! :incept-ives for producing govcri~;n'2nts 
to pcrr.iit production of oil in the -.cc.quired nmounts; -

< 
--To ncgotia te intcrnc1 tionn l arrci ngc,;:chts des igncd 

to dccJl \·lith the bal~ncc q£ p;:iymcnts cffc.cts throu~h 
<:1pproi)ric1t:.c ~cflo·,1 DD') ·jnvestr;-.c.' nt of _fun,ds in the con-
!:;u1:1cr couat2.·1.cs; . 

. To ghanpqJ oil reycnu8s into intcrnatjoonJJ~ 
produc tivc. i:~s; -

/( 
-- To m.:iint.Jin [l • st.1blc intcn1~tion.:,l rnonct.::ry . . . . , , . . . ' . s t 1· u c t t rr e: by mi n J. 1 :n z 1. n g s u q c1 q n <l c 'i t 0 o J J , ;;; 1 n g s o 1, f t; s 

of fu ns}s ; • • 

'J.\.-i forc:st.1ll 211 tm.:.cccpt:.::iblc dc~;rcc 
control b:,• ti{,-~ proc.:~:::-~r 0 ovcrni:~e: nts ovc1: key 
the con~u:::2~· cc0718;:~ics. 

of finenaial 
sectors o[ 

in 

,~n:.:il thc·y ;irv cc 1:::::, itt.'.d 
l• 11\' "•r •· ··•.'••1•· I) ·1r l 1· Cl' l ·• ,· J )' \... ,. , L 1, ..... l \... ) t , -· , I J.. _ 

sh i f l s o [ [ u n d ; 

the follo~ing ar~~s: 

to 
to 

these :.·cv(~nucs ;ire held 
lon;;-t:e::::a lo:111 ,1nc! cqt?ity 
1;1i11L1L:l~ sudckn l.:!r[;~'.-SC,1 le 
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-- Undcrt~kinzs by producing govc~n~cnts-to commi~ 
their i·cvenucs to long-term invcs tr.1cnts at n certcJ in ra tc; 

., 
-- -. Types of '1Ssurc1nccs, invcstr.;cnt· ins_truGents, etc. 

\·1hich consu!::cTs could ' provide to producing · countries; 
possibility of special bonds and I~W deposits; 

,.,,,.,,._ 
. Technical c1nd other nssistancc to producing 
co1.mt:r;ics to accclcr.Jtc their industrinl dcvcloprnc-nt; 

, 

Coorclin.:i tccl ir:dus trL:: l policies to define 
sectors in ~hich equity invcst~cnt by producers would 
be desL:2d; 

In practice, a co:-::bin<1tion of Jll these rnc•asurcs 
wi 11 be~ rc(_juL .. ·ed to dca 1 with funds of the rn.;1 gni tudc 
J..:i..l~P- ly to ;; c cruc to prc~h.1 c cr cot,n tric s; a ccr t<1 in 
po~tion \•:i ll b2 held in the fon,1 of short-term funds; 
SOi:JC portion .:1ight b~ clcµosit1~d under nc•;-: drrLlngcuiC nts 
\·7it:h the -11·::F; p~rt \•Jill go into finoncial invcstr::~nts in 
nnjor c~pit2l ~~rkets in the US and a portion will be 
used for direct in~est~cnt. The central task, thcrcfotc, 
is to develop propos,11s for bro.:ad undc}:st2nc.1ing on ho\.; 
proc1ucc:j:s pJ.211 to use the:sc funds so thc:Jt r:10netary 
[!Uthoritics c2n ~dopt 2ppropri;itc .:irr,nigcr;:cnts and pol-
icies. 

C .. 

f i n;1 nee 
ing the 

A grc1\.1p of co:::,.~r~~:C'.c c1ncl .:iid offici:11.s r.houlcJ 
dc~vC'l0·1 (• t,jdc].in ;•s -,n,: l)'"(H•1··11" '' dcs 1 • · ..... c:-: to ~r<•1·c•t )·11 ! '- ·' ' - - <.• ... · - ("'t • I.. · ·-' ... - :_.,.' "-• C. • ., .. .J ... > • 

tlw ~cc(•)c'.,.-~1tC'd ind1.:~t:!.·i:1l. dcvclu;1:.:c,1i.: of the proc!u~cr 
coun~:l~ 5.L· ~; 

I • • 
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-- To cnll on producer countries to provide <level~ 
opm0nt .:issist,!ncc to ~css fnvcred LDCs, sech oS throi..:0h 
a spcciDl fund und e r \•:orld BDnk auspices= and new dcvel-
op.:.~nt b~ n!:s. Foreign i'.·!i nis tcrs cou l<l also . ca 11 for 
special oil price recessions for LDCs. 

See section C. 

Consult oith IB:ZD, Ui,:JP c1nd rcgionc1l develop::12nt: 
b~nk officiJ ls on new ~id progr~~s. 

. . 

, .. 
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lNTEI!t!:\TIO?!AL F.~~2RG'i 1:;ITI /-.TIVI::S 

· .... 
• TASK FORCE - VII 

Lend A~cncv: St2tc/S/?C - Chairman: Winston Lord 
Part i c i ,):: ::in.~~ .:~ ~2ncv: FEO 

1. 

2. 

3. 

1. 

.... 

Assure a co2prchcnsive diplocntic and politicnl 
str..1tcgy in p:!'.'cpar2tion £or Forci 0n I·1ir:istcrs 
Meeting and eventual consu~cr/produccr s~ctin~. 

Prcp2.r2t:.c:1 of an effective 2gcnc.b 2nd \•:or1~ 
pro~r2ill for Washington Mectin8 and'ncccssary 
follo·.;-0:1 2ctiof1 inch,ci,:g csU1blish:'!:cnt of 
an International Tnsk Force. 

The crca tion of an cff ccti vc mcch.cmis:il for 
both cons .... !2cr country and consu;:wr/p:.~oduccr 
coop~r2tion. 

))c~ve lop:::.C:i: t: of 
tl.• o~ -,J C' ....... r , tr,r, ,• 

,i<.J. . ...., '- , . , .... L:o_, 

incl udi11 0 : 

a . 

an ad~inistr2tivc and 
rcl.:1 ting to con <~1.n rw 

. cl. pro\'ic1i.11[; ~ccn.:1rio i:v:.· 2grc:c1:1cnt: on follo·.;-
on ac.: ~:io,1; 

,"!. or~~ni:~~nt: rcl.:tio~1~:h:.}) to p-::c~,;irc fo1.· 
con.su:;:2r/producc::: 1~.::c_t:ii:f (E,\G); 

/,' 
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• TASl~ FORCE VII 2. 

f. formulatio~ of broad lcg~l ferns for 
agrec2cnt (treaties, agrec~cnts, etc.), 
nncl possibly a ch2rtcr for 'COnsu.t1er 

_group COO?cration; 

.. g. examin2iion of questiori of rciprcscntation 
of ad<li tion.!l con Sl1L:c..r- ~un tri cs. 

2. Prepnr2tions for joint consu::!er/prodt1ccr 
meeting -- the Energy Action Group ;EAC) 

' 

a. dcvclo?2e~t of a com~on .position and 
strategy by consu~crs on subst2ntivc 
points 2nd prcparntion of position papers 
and their circulation; 

b. devclop~ent of a strategy on part of 
USG and const1mcr cou~trics on EAG• 
meeting ~ith respect to: 

i) r,~c1:1b2r ship 

ii) forum 

iii) -2.gcnda 

iv) follow-on rnod2litics 

c. <lc~clo?~cnt of n <liplo~atic and nolitical 

d. 

s_tra tcgy to \-:ork \•Ii th produce:.- na tio:1~;: 

. i) 

l.'1.") • 1 \·71. t 1 cons user COl!n tr:.cs 

(1C\' -.lo•,;--.-,...,~- of C :· ... 1...... •• ._ 

fo,:; :~.:: ;_: io;1 '.·.'i t:h 
an cl f o~:;::2 t ; 

a scc:,12:::-io foy joi1~t 
p1:oclucc:: s of L\G ~r,c:,cb 

c. dcvclo;):::~'.nt of pro~...,cisc.ls 1or or0 ;1n::i.,:~t t:ionul 
nspc.cU; of E1\G 1::cct:ii~~;. 

-
I 
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TASK FORCE - VII 

. 
c: ?P0cific 1~0.sults of Vorei?.t1 l:inistcrs· }:e~tin~ 

3. 

1. Acicc~cnt on decision by Foreign Ministers on 
• a cor::;--rchcns i ...-e \•:01·1~ p~·oer~u1. 

2. Est~blisl12cnt of I~tcrn~tron~l Task Force. 

3. A3r~cre~rit 22ong consuocr coun~ries on 
11 be:h2vior 11 \•:i th producers in period before 
joint co1:st:.,::2r /producc~r 1r.cctin~. • · 

4. Decision on future mcr.,b2rship question . 

• 
1. Dcv8iop:::2nt of c-0:r.?1~0.hC>.ns i vc recO;;'..:::.end.:1 ti.on s 

. 2.nc1 an ~ction D::-o~r21:1 on substot~tivc itc~1.1s 
noted elsei;:hcrc. , 

2. P:roposa 1 for pcrrnc:ncn t consrnncr 
• 01itc1ni::a tio11 

1. 

' 
2. 

3. 

5. 

E;:c.!r~i112. ~:io:-1 should be rn::1c12 of qt!2 s t:i.on of a 
str;lt:CE;Y 0:1 the part of OI'l~C COi.1!1U~ics in 
rc:-:..ctio'1 to con:;u:::cr ii1i tic.tive. ' 

Coordinc:U.cm. of do::~~:stic .1ction ,;,;hich 1d.ght 
nffcct (!iplu:-,1~tic .st~.1tc::ey. 

Th c: q u c :: t" i o: 1 o f: t: h c f u li :.· r o ) e o f 
int.c::11~:ti.oi1~l bodies. 
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. TASK FO:\.CE VIII • .... 

Lo-n,.., 'fc-•rn Inc- 1·1.· ... t,'·J·o ..... ,.,l • ..., ...... cl ,. 0 c-r...,l· Ou--..c-t1·,.,nc- • -.-•-••b_---. .:.:__i::_ .. "-• L .. L _ l•c.. <. ... :.. J.1:-'"•'- L ... 1 \.'! •• >. 

J.nvo}.v::..n'."'. ncY-:-::::;~c-:--.t.: o;:~~:,:l~:::.t.:Jons or c~?.reC'i7l~nts 
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. ~0rccast levels of oil production in some 
-~ ~)ns and increases in forecast prices are 
:. in substantial ch2)1ges in the pat tern of 

•:\ts flows and substantial impacts on the 
• f different nations in the vears imrne-.. ---· -
::. ng that period there will be larger pay-

---~~ nations to producing nations for oil. 
:~ 74 have been roughly estimated to be 

• 

: ~cm developed countries and about $9 billion 
-~~~g, less developed countries. There will 
• : y the oil producers for increased imports 
- ~2s, but in view of probable time lags these 

. ~x?ccted to reach $5 billion in 1974. And 
~ 3tantial increase in the international flow 

·_3 _ The oil producers have be~n projected to 
-~ ~ngs of foreign assets by approximately 
• 1974 . 

3~imates are not unreasonable, they nust 
::~ on tenuous assumptions as to the rate 
: costs reduce patterns of consUD?tion ·and 
: ~ of alternative sources of energy; and 
~=orn2 even more precarious for the years 

.-·~r , the estimates relate to over:...all 

. t:.ncertainty exists 2s to hrn-1 the payr;:c:- nts 
_· those for invest...1ent, ·will affect the 
:::ular countries. 

'c rna.tional economic situation presents 
·:ic ~ for coo?c rativc a.c t io~ on a broad 

• -c:onsuning c1 1-:d oil-proc"i.ucing n~ tions in 
fu nong the objectives of such cooperation 

, .; lhc_ impuct of current uncertainty 
• ',1 1cmic uc ti vi ty .:1nd on the ordci• ly 

' tia tional tr2dc and invest,ncnt; 

, nf the increased potentia.l flow 
, fc •rnution.:-tl invc~ t. .. 1cnt, so thot 
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all areas of the worlcl may have the opportunity to 
derive the 6 reatest benefit from their specialized 
resources without fe a r that investments will be 
managed in a disruptive manner and without fear that 
investments will be treated unfairly; and 

C. cushioning the impact of the new oil costs on 
those areas of the worl d least able to bear the 
shock of change in view of their existing extremely 
low level of economic well-being. 

Specific Possibilities Worthy of International Study 

. In pursuit of these objectives, the international 
connnunity will wish to consider many different approaches. 
Among those which have been IT.entioned by various countries 
and institutions as worthy of study to determine if action 
is desirable are: 

1. negotiation of a statement of general principles 
to guide governments in their conduct and regulation 
of trade and payments and in their management of flows 
of investment funds in current circumstances; 

2. revision of the rules and expansion of the capacity 
of ·the International Monetary Fund to facilitate adjust-
ment to unforeseeable developments in international 
economic affairs; 

3. • the proposal made by the IMF for the establishment 
of expanded arrangements to borrow resources from 
governments with increasing holdings of foreign assets 
in order to increase the Fund's capacity to provide 
temporary assistance; 

4. re-direction of flm•.1s of official bilateral and 
multilateral capital, and technical assistance in the 
light of the relative changes in economic positions 
resulting from the revisions of oil prices; 

5. creation of new mechanisms for the coordination of 
developmental assistance from a larger number of poten-
tial sources, both national and international; 

6. the proposal to establish new arrangements for the 
multilateral developmental project lending agencies, 
including the IBRD, the Asian Development Bank, the 
Inter-American Development Bank, and the African 
Development Bank, to borrow resources on a long-term 
concessionary basis from governments with increasing 
holdings of foreign assets; 
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7. study of the possible desirability and feasibility 
of the various proposals to create a new multilateral 
institution to assist interested governments in their 
investment programs by providing disinterested advice 
on the selection of projects and securities both at 
home and abroad, and by increasing investment security 
through acting as a diversified financial intermediary 

. or by providing the services of an insurer. 

Possible Intermediary Steps 

After review of the current situation at the meeting 
in Washington, the foreign ministers could endorse a state-
ment of opportunities for multilateral cooperation in the 
economic area, such as that outlined above, and could request 
that the specific possibilities listed above, plus any others 
contributing to the same objectives, be reviewed by: 

a special meeting of the deputies of the ministers 
of finance and economy of those countries attending 
the Washington meeting; · or 

a meeting of the OECD Working Party Three on inter-
·national financial matters, supple0ented as necess a ry 
by work of other .committees within the OECD structure. 

At ·an appropriate time the group chosen could be augmented 
by or meet with representatives of the non-oil producing less-
developed countries. 
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A. CURR.E"i'H FOREIG~; AID 

BEGIN UKCL~SSIFIED 

· I VITIES OF OIL EXPORTn;c; COUNTRIES 

The countries benefitting fl , ·.: higher petroleum price·~ ,.,ary oonsiderably 

• in the relative .importance of p E: ~r, il eum exports in their ,·c c-,, omy and in the 

likely level of income in sighL So::ie like Kuwait, Saudi /.r c,:, ia and Venezuela will 

now have very high per capita incomes ; they will be truly •·c:althy countries. 

Others of which the clearest case is Indonesia will rem;_,i , really quite poor with 

per capita income well below $200. 

All of them are likely to have substantial liquid ~, s ources iri the short 

run but in a longer time frame it is not realistic or n ·. s onable to expect the 

poor countries to commit these resources for developm? . elsewhere. All of the 

countries with sudden substantial windfall revenues a r 1 likely to have a short-

run problem of making . good use of liquid resources. )', ,·posals and arguments for 

( _ constructive use of both sorts of wealth are relevant- . ·)ut they are not the same. 

cc 

This discussion looks mainly at the experience to da te .:i f how the really newly 

wealthy have moved to use some of their wealth to as ~i c t other countries. 

All these countries may be interested in secure ~n<l renumerative ways of 

using their liq1;1 id ·assets. Efforts to develop mech2••: ":,lS to facilitate their 

flow to those who need and can afford them can certa :irly make an important 

contribution. Over and above such mechanisms, howev, · , the truly weal thy 

countries should be re garded as potential sources of a id over the future and 

efforts made to highli ght their interest in developre ~r , encourage them to move 

in that dire ction, and assist them in making their pr, , r ams as constructive as 

possible. For clarity these countrieswhich will he r., .-· • substantially from 

higher oil prices and enjoy per capita income above 0 ' ,000 are referred to 

hereinafter as "oil rich". They comprise mainly sevt ·1 1 of the middle 

countries, Libya and Venezuela. 

00245-1 
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Oil rich country economic aid programs to drte have been relatively modest 

except for their direct support to Egypt, Jorda~ Syria and Ir2q related to the 
• 

burdens of Middle East tensions~ This support il: basically military rather than 

developme nt oriented. Such support has been subitantial. Km1ai t appears to 

have devoted a total ·of over 5 percent of its c::i:· to all sorts of foreign aid in 

recent years. 

The future of these large contributions depmds very much on the evolution 

of political relations with Israel. If these r~ations are ~tabilized, these 

payments are likely to be rapidly phased out. 

Meanwhile the oil rich Arab countries have 1volved .:,nd are elaborating 

patterns and institutions which could be rapidly expanded to utilize additional 

resources. 

Kuwait and Abu Dhabi have set up their own l:evelop:-,,ent Banks and Lib ya 

and •several others have also acquired some experience in providing bilateral 

development aid. Only Kuwait has made direct coctributions to the IBRD and IDA. 

The African Development Bank and · its soft loan fund have received only modest 

financial support ~ven from the African oil countries . Joint Banks and Funds 

for Arab, African and Islamic development have been estublished or are in 

formative stages. To date the oil rich countries' abi] , ty to contribute to UN 

development programs in the UNDP is virtually untapped. END UNCL~SSIFIED 

BEGIN SECRET 

Goverrnne nt to Govcrn.."'.lent Aid 

By far the largest form of aid to date has been : ,_,ve rnment grants fro'.11 the 

Arab oil exporters to fellow Arab countries mainly dc~ igned to ~upport the bud gets 

___.. of those countries. The incomplete information avai L:.; le is summarized below: 
: fO,N 
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Table 1 

Arab Oil Exporter Aid to Arab Governments l/ 

Source 1968 1969 1970 1971 1972 
• 

Kuwait 

Saudi Arabia 

Arab Emirates 

Other and Unspecified 1/ 

TOTAL 

103 

104 

168 

375 

113 

104 

167 

384 

148 

101 

4 

331 

585 

llS 

101 

82 

299 

597 

1/ Largely Budget Support, but also includes some development aid. May include 
some military equipment payments. 

1/ Includes substantial amounts from Kuwait, Saudi Arabia and Libya. 

Source: Alli/ASIA Paper "Aid to the Middle East", 11/73. 

* * * * 
'· 

These large payments are very largely political/military in orientation. 

145 

120 

106 

202 

583 

They are designed to support the military expenditures of the countries confronting 

Israel (Egypt, Syria, Jordan, Iraq) and to make up for the revenue losses as a 

result of closure of the Suez Canal. They are likely to phase down rapidly if 

peace is restored and the canal reopened. This possibility would accentuate the 

potential of these oil rich countries to support substantial aid programs 

relatively painlessly. END SECRET 

BEGIN UNCIASSIFIED 

Bilateral Development Aid 

Meanwhile the bilateral Kuwait Fund for Arab Economic Development has been 
of which about $200 million had been disbursed. 

functioning since 1961. Its total commitments through 1972 were $311 million; 

Disbursements in 1971/2 reached $28 million. Its terms vary fr~m highly 

concessional (grant element 84 percent) to near commercial and it 

grants to its poorest clients for feasibility st~dies. 
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In 1971 Abu Dhabi established its own Arab Development Fund of $1 00 T7l illion 
funnel · 

to be paid in over six years. It is t5 all Abu Dhabi's development aid I~ o ther 
f,_ .. 

Arab countries. 

Libya has also provided significant amounts of economic aid to indivicL,al 

African countries on a sporadic basis. In 1971 Niger received $5 million for 

health, education and rural development and equatorial Guinea $1 mill i0.1. In 

1972 Uganda received $12 million. 

Many specific possibilities for major aid/investment projects ar ~ in various 

stages of planning/discussion. The Egyptian pipeline is an important case. Port 

and shipping projects in the Persian Gulf area are also relatively ~:.anced. 

There has been some discussion of major investments which could serve in 

some degree aid purposes in facilities which would alleviate shortaec.·s of key 

development needs (e.g., fertilizer) and reduce LDC (e. g ., India ) c c>> ita l needs. 

Such investments could be in the LDC's or could even be located in the oil and 

gas producing countries. 

Contributions to International Development Finance Institutions (DFT '_s_l 

The chief contributor to date to the DFI's has been Kuwait alth0ugh 

recently Libya and several other countries have moved toward greater activ ity. 
' 

IBRD Kuwait dinar bonds outstanding now total over $350 million. D,.2r i ng ·· 1973 

Kuwait provided 10 percent--about $125 million--of the new funds borrowed by the 

IBRD. IBRD management has explored investment by the oil rich countrie s in its 

securities and expects substantial success. In general, it is likel: to be able 

to insist on investments at least offsetting credits to these cou nt· ii:, s which 

still find advantage in borrowing from the IBRD. These would appor·,·r"!tly 

( include Venezuela and Iran. In at least some cases in addition to 1~uwait, e.g., 

Saudi Arabia, substantially larger borrowings se0m assured. Other security 
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issues by the various IDFI's have no doubt been picked_ up in Arab portfolios, 

but statistics are not available. Libya and Nigeria are members of the African 

Develop~ent Bank and as such have subscribed t0 its modest capital, but not in 
particularly to the . ItiRD and the African Development Bank. 

substantial magnitude. Increased capital subscriptions should be encouraged,/ 

Kuwait is the only one of the oil rich countries which has become a Part I 

member of IDA and has contributed about $23 million to its resources. 

In addition to the foregoing contributions, the Arab States and other oil 

exporters have established or are considering establishing several new develop-

ment finance institutions of their own. The Arab Social and Economic Development 

Fund has been established pursuant to an agreement of 1968. It began functioning 

in 1972. Its capital is $300 million of which Kuwait (30 percent) and Libya 

(12 percent) are the largest subscribers to date. It will finance social and 

economic development projects in Arab countries on easy terms. 

In November 1973 the Arab Summit Conference reached agreement on the 

establishment of an Arab Bank for Industrial and Agricultural Development in 

Africa with an initial capital of about $125 million. Early in F~bruary an 18 

nation preparatory committee is holding its second meeting to work out plans for 

an Islamic Development Bank. A total capital of as much as $1 billion has been 
' 

mentioned. There has apparently also been some talk of a Development Bank which 

would bring in all the important OPEC members. Whether and if so when any or 

all of these will be established is not clear at this time. 

The United Nations 

Voluntary Contributions to UN programs, particularly the UNDP, should 

command high priority among the claimants for increased contributions from the 

oil rich countries. Those whose per capita income remains low may properly 

resist commitment to substantial continuing contribationsthough even these might 

consider some short term measures. 
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In fact to date none of these countries has stepped up its contributions 

nctaoly and all are continuing to claim net assistance from the UNDP. The 
• C;-JP Governing Council has suggested that coun~ries at the upper end of the LDC 

inco~e scale should li.r._it their claims and increase their contributions. 

Toe U. S. has strongly supported these suggestions and is p·ressing for progress 

ir. this direction in the current 17th Governing Council meeting. 

UNDP Receipts and 
Contributions of Oil Exporting Countrie: s 

UNDP Indicative 
Per Capita Planning Figures UNDP 
GNP 1972 ($ millions) Contributions 
($ u. s.) ·1972-76 1977-81 a/ 1973 

Saudi Arabia 596 10 8.5 . 35 
Kuwait 3,906 1 2.3 .35 
Oatar 2,603 .. 1.5 1.0 .2 
Iraq 376 15 '-- 15.5 .3 
Iran 512 20 17.0 1.0 
Algeria 394 20 9.0 .34 
Libya 1,292 5 3.0 .315 
Kiheria 151 30 42.5 .152 
Indonesia 85 35 63.5 .13 
Venezuela 1,110 10 7.5 .92 

~/ 9.6 percent Growth Assumption. 

* * * * Contributions to the UNDP are not at best going to utilize significant oil 

revenues or substantially relieve the problem of development finance. They are a 

clearcut undisputable claim, however, and they have substantial political and 

~odest practical importance. END UNCLASSIFIED 

AID:PPC/IA:CSGulick : 1/18/74 
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- '- B COOPERATION BY THE OIL EXPORTERS IN DEVELOPNENT ASSISTANCE COORDINATION 

There are several ways in which we could encourage the oil rich countries 

to channel their resources available for development assistance to ensure that 

they will be allocated in relation to relative need and used productively. 

l. Appropriate contributions to the UNDP and capital borrowing and soft 

funds of the established Development Finance Institutions. 

2. Participation by the oil rich countries and their individual and joint 

development finance institutions in consortia and consuk ative groups for 

selected countries. 

3. Development by the DAC of OECD of carefully tailored relations with 

these countries and/or their joint development institutions. 

4. Development of a new forum for coordination. 

Only Kuwait has contributed significantly to IDA and subscribed to 

substantial IBRD borrowing. Recently the IBRD has discussed bond sales with 

several other countries, including Venezuela and Saudi Arabia. None of the oil 

exporting countries has made appropriate contributions on either ordinary loan 

or soft terms to the regional development banks. They have shown a strong 

preference to date for establislunent of their o,m institutions. 

It is U. S. policy to press for sharply increased contributions to the 

UNDP by relatively wealthy members. To date none of the oil rich countries have 

responded favorably, but the stmosphere for progress should now be improved. 

Kuwait has been a member of the IBRD chaired consultative groups for 

Tunisia and Morocco for several years. Recently it became an observer and the 

United Arab Emirates became a member of the Sudan consultative group. 
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Full membership in the DAC would require membership in the OECD which is 

not appropriate for the near term. Participation on an observer or auxiliary 

basis in DAC deliberations could be arranged and might be useful in coordinating 

policies on tenns, aid allocation, country performance and other general aid 

policies and priorities. Precedents for participation exist. The IBRD and the 

UNDP frequently attend DAC sessions and collaborate formally and informally. 

Full equal membership in coordinating institutions would probably be more 

attractive to the oil rich countries and more effective than any limited, partial, 

11 second class" status. This presents no problem in relation to switching to 

Part I status in IDA, membership in the appropriate boards of the regional 

development banks or in membership in appropriate consortia or consultative 

gtoups. It may well be difficult in relation to DAC, however. 

The OECD has many functions besides those of its DAC; further diluting 

its economic, political ..and 0ultt1re:t homogeneity might undennine its utility in .• 

other areas. Yet an institution in which aid donors can consult with effective 

staff support may be particularly useful in relation to the evolution of aid 

programs of the oil rich cbuntries. It may be desirable to consider developing a 

new forum in which these countries could be full equal members which could 

perform this functions--perhaps largely supplanting_ the DAC for a considerable 

range of its activities. 

One possibility would be to build on the Part I membership meetings of the -

IDA. This appro.:ich might facilitate use of IBRD/IDA staff backstopping and 

minimize the not negligible disadvantages of having still another 

AID: PPC/ IA: CS Gulick 1/ 18/74 
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C., The Energy Crisis: LDC Economic Problems 

1. Introduction 

The increases in petroleum prices which were announced in October 

end December of 1973 will create severe balance of payments and economic 

g:r~wth problems for many of the developing countries. This adverse 

nffect on the LDCs will be the product of several interacting economic 

forces including: 1) the phenomenal increase in the LDCs oil import 

bill which is a function of not only the increased price but also the 

heavy dependence which most LDCs have upon oil as a source of energy, 

the limited non-essential usage they can cut back to absorb .sup:ply 

reductions, and the limited technical and economic .resources the developing 

world has available to adjust; 2) the increased scarcity and higher 

prices of petroleum-based primary inputs including fertilizers and 

oynthctics which may adversely affect both agricultural and industrial 

production; and, 3) the vulnerability of LDC export earnings to a 

l'Ccession in the developed count:::sies which would inevitably reduce 

ucmand and prices for LDC expo~ts. 

The discussion vhich follows outlines each of the preceding points 

111 greater detail presenting estimates of the nature and me.gnitude of 

ihc impact where available. The effects discussed here are primarily 

\ 
' 



d do nQt consider possibilities of substitute sources for chort-run an 

energy which can only be brought to bear on the next three to four 

years. The discussion and estimates particularly for individual LDCs 

are by necessity preliminary in nature. As more information is 

collected pertaining to the situation faced by individual LDCs, updated 

estirnates·can be included in revised drafts of this paper. 

II. The Magnitude and Nature of the Problems Faced by 
the Developing Countries 

A. Implications for the Oil Import Bill of the LDCs 

With the increase in the price of imported oil from a 1973 level . y 
of $3.40/barrel to an estimated 1974 price of from $8.50 to $10/barrel, 

the cost of LOC oil imports will rise from $5.2 billion in'1973 to a 
~ · 

staggering $13-15 biliion in 1974.- In comparison, total 1972 exports 
)/ 

of non-oil producing LDCs were approximately $55 billion and reserves 

as of July 1973 were $28 billion. Thus, the increase in the LOCs oil 

import bill in 1974 would: 1) be equivalent to 28-35 percent of their 

total reserve holdings; 2) be about equal to the total official bilateral 

flows to the developing world in 1972 of $8.6 billion; and, 3) would 

l. $3.40/barrel is the averaee 1973 c. i. f. price calculated by the World 
funk. $8.50/barrel is the OECD calculation of the implied c.i.f. price 
of the Tehran announce!'.:lent. $10/barrel is the U.S. iraport price recently 
used in so~e Treasury estimates; at the same time Treasury used $8. 10 as 
the c.i.f. price for other importing countries. Recent world Ban..~ estimates 
hav.e used an $8. 77 fi gure. 
2. Using 1973 vol~~e levels. 
3. Iran, Iraq, Kmmit, Saudi Arabia, Libia, Nigeria, and Venezuela were 
removed from LDC totals for this purpose. 

\ 
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• increase _the burden which oil imports placed upon export receipts from y 
'-- approximately 8 percent to over 20 percenu. 

In terms of current account balances, both the Treasury and the 

IMF have estimated a significant deterioration for the developing 

world. The deficits which the LOCs have run in the past have been 

balanced for the most part by private and -official flows from the 

developed world. The projected current account deficit for 1974 is 
. JI 

$24 billion, up from $10.6 billion in 1973. Not only does the 

increase in magnitude of the deficit ma.~e it difficult for the LDCs 

to balance their external accounts but the resource flows from the 

DCs have been possible, in part, because of the overall current account 

surplus of the developed world. The developed countries are now pro-
.. 

jected to run a current account deficit of $32 billion themselves in 

1974 compounding the LOC problem in covering their deficit. It must 

be stressed at the o~tset that these estimates are based on the 

assumption that the volume of oil imports will remain constant at the 

1973 level. This fact by itself might well have serious adverse effects 

on LOC GNP growth, which has been dependent on growing supplies.· For 

such imports to be realized, the LDCs would require additional financing, 

in the a.:nount of the imports. The paper does not discuss the possibilities 

that such financing would be forthcoming. Thus, the estimates can be 

interpreted as showing the magnitude of domestic adjustment plus increased 

4. Allowing for an increase in LDC exports in both 1973 and 1974 of 15 
percent. 
5. U.S. Treasury estimates. 

I 
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financing required. Even if it was assumed that half of the additional 

import bill was financed through drawing down reserves or more short-

term borrowing, the remaining adjustment required is likely to stagger 

the economies of a number of LDCs. 

B. Oil Dependence 

Given the clearly unfavorable position which the LDCs find them-

selve~ in terms of oil imports, it is clear the oil imports will have 

to be reduced whenever possible . Again, the LDCs face some major 

problems. First, because of a series of historical and geographical 

circumstances, the LDCs have become heavily dependent upon oil imports 

as their major source of energy. Out of 77 non-Arab LI:cs, for which 

data were available, only 12 were net oil exporters in 1973, and 53 
6/ 

bad no petroleum production at all.- In addition, it has been estimated 

that although for the world as a whole oil provides only 47 percent of 

the energy resources, for the LOCs in the Western Hemisphere, 74 percent 

of the energy comes from oil and for the Eastern Hemisphere LDCs oil 

constitutes 58 p~rcent of total energy consumption. 

Compounding this problem is the fact that the LDCs face two additional 

barriers to reduction in oil exports @ there is very little non-

essential consunption, similar to that present in the developed world, 

vhich can be curtailed vithout appreciably reducing output; .an(vhere 

are limited technical and economic resources in the developing countries 

6. State Departnent/nm estimates. 
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which can be employed in the development and utilization of alter-

native energy sources even in those cases where alternatives may exist 

in some limited form. Whereas the U.S. can shif't at the margin between 

coal and oil and can devote large sums to further exploration and 

development of energy sources, the LOCs cannot. 

C. Petroleum Related Prinary Inputs 

Two major petroleum products have undergone major adjustments as 

a result of both the increase in petroleum prices and the recent short-

ages in supply. Possibly the most critical of these items is fertilizer. 

The current international market in fertilizer is characterized by 

limited availabilities and rapidly rising prices. A major ingredient 

-----,-

- in nitrogen fertilizer is either natural gas (U.S.) or oil ~Europe). 

'j 
A capacity problem in the U.S. and oil shortage in Europe have combined 

with a rapidly rising demand to yield the current international situation. 

The rapidly rising demand is closely related to both the recent 

worldwide shortage of food and the increased use of miracle grains in 

the developed world. For example, in the U.S. the high price of grain 

encouraged increased production and resulted in an 8 percent increase 

in domestic fertilizer consumption in 1973, 6 percentage points above 

the historical average growth. The adoption of new strains of wheat 

and rice have correspondingly increased the demand for fertilizer in 

the developing world. The new strains require major inputs of fertilizer, 



... 

far greater than the traditional varieties and in fact . the abse.nce of 

fertilizer may result in lower yield from these new varieties than 

from the old. 

As an example of the increase in· fertilizer cost, Urea which 

18 months ago was selling for $50/ton has recently been quoted as 

high as $225/ton. Non-petroleum based fertilizers have risen in price 

in sympathy with the nitrogen based ones. The price of phosphate rock 

has recently increased by up to 185 percent. Coupled with the increased 

prices are shortages. Japan, a major supplier of fertilizer to the 

Asian region, has recently announced a 30 percent reduction in export 

shipments. Several Asian countries have recently had difficulty in 

finding any bidders on tenders for fertilizer. Thus, a reduction in 
• agricultural production as a result of the fertilizer situation may be 

one of the most important and hardfelt impacts of the current crisis. 

Exacerbating this food problem is the limited availability of surplus 

commodities for the major donors. Recent reports indicate a potential 

shortage of grain, particularly wheat, in the U.S. this year. Shortages 

of fertilizer in Japan this year would add to this problem. The picture 

for the food scarce LDCs is thus quite blea_~ with a possible shortfall 

in their own production due to the high price and scarcity of fertilizer 

and a limited availability of relief supplies or alternative sou:rces 

because of the tight oarket conditions. 
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D .. Recession 

A third major "if" in the LDCs picture, in addition to the increased 

oil bill and the shortage of fertilizer, is the potential for recession 

in the developed countries. The LDCs are heavily dependent upon the 

DCs as a market for their exports. The rapid expansion in the last 

two years in both the U.S. and Europe has yielded a rapid growth in 

LIX! export commodities. This growth has made possible a rapid increase 

in foreign exchange holdings and has provided a significant stimulus 

to economic growth . The current estimates of DC performance in 1974 

threaten to reduce demand for many LDC commodities, and to reduce the 

export earnings potential necessary to finance oil imports. 

The most current estimates available from Treasury and independent 

forecasters project an actual decline in DC industrial production in 

the first quarter of 1974 with gradual recovery over the next three 

quarters yielding virtually no increase in industrial production for 

the year. Compared with previously projected growth for 1974 this 

represents a reduction in real income growth of 8 percentage po~nts 

for Japan, 5 for the United Kingdo~, 7 for Germany, and 4 for other 

DCs. For the U.S. real income is expected to grow by only t·2 percent 

in 1974 compared with" 6 percent in 1973. 

The effect of a slowdown will clearly be unevenly distributed 

among products and countries. Certain prioary materials, tropical 

products and industrial exports may be adversely affected while others 

/ 
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such as cotton and jute may benefit as substitution ta~es place in 

spite of reduced overall demand. 

E. Amelior ating Factors 

There are several factors which will help cushion the impact of 

increased oil prices. Growth in exports and high prices for many of 

the commodities of importance to the developing countries have combined 

to greatly expand LDC reserve holdings. Table 1 presents the recent 

price changes which have occured in major LDC export commodities -while 

Table 2 gives the recent performance of LDC reserves. The increase in 

reserves in the last two years provides a short-term financial flex-
. . 

ibility to some of t he LDCs to absorb the increased oil costs while 

' fundamental adjustments are made. The reserves are not equally 

dist!ibuted, however, ~ith 40 percent of the total reserves of the 20 

major AID r ecipients held by Brazil. Those developing countries which 

have not benefited from the rapid growth in the export market in the 

last few years wi_ll face major difficulties as reserves rapidly 
' dwindle to pay for high cost petroleum imports. 

In addition to petroleum, several other commodities are likely to 

benefit from the increased oil prices. Two of these products are cotton 

and jute. The increasing price of oil-based synthetic fibers is likely 

to further stimulate deI!lD.nd for these raw materials substitutes. Cotton 

prices are already high and will likely withstand even an economic 

------------
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slowdown. For those countries who are major producers of these products 

such as Sudan, Egypt, Turkey, Pakistan, and Bangladesh, the adjustment 

to higher fuel costs will be eased . The market for r .ubber is similarly 

likely to be stimulated to the benefit of Malaysia and to a ·lesser extent 

Thailand and Sri Lanka. 

For S?me of the rapidly growing or more developed IJ)Cs, some 

short-term relief may be available through borrowing. There are two 

clear problems with such an option. First, those most able to borrow 

are likely to be those in relatively better position to adjust to the 

crisis. Secondly, the practice of borrowing for immediate consm1.ption 

purposes poses potential danger for the long-term indebtedness of the 

country. 

F. A More Disaggregated Look at the Impact on the Develoning W'.:lrld 

Tables 3 through 6 contain disaggregated estimates of the ir:1pact 

which the oil crisis will have upon the developing countries. The 
7/ 

estimates- contained in the Tables and in the subsequent discussion 

are ,based on the following basic assumption: a) a 1974 volume of oil 

trade equal to the 1973 level. This is not to say that these countries 

will actually import the same volume but rather is used to illustrate 

the cost of trying to import that volume, i.e., the effect of the price 

increase alone, and b) a c.i.f. price of oil of $8.50/barrel. This 

price is on the lower range of currently discussed prices but at this 

7. Given the limited availability of data, the uncertainty regarding 
prices and supplies 2.nd the incorrplete knowledge of the precise econonic 
interrcl2.tions 1-:hich exist in each of these countries, a quantitative 
estir::13.te of the ir.i.:92.ct of the current crisis on G:JP growth or agricultural 
output is unfortunc.tely not possible at this time. Thus, only the direct 
cost cstiriates of oil and discussion of General economi c pressure faced by 

~· these countries are given at this point. ~· fONb 
(:, <,.. 

61 
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point it is not clear what price for 1974 would be most representative 

given current Arab statements of both increasing and decreasing the 
/' 

price of oil. $8.50 clearly provides the order of magnitude calculation 

necessary for the discussion. 

III. Non-Arab Oil Exporters 

A. Major Gainers 

The three major recipients of benefits from the current moves by 

OPEC are Nigeria, Indonesia, and Venezuela. A conservative estimate 

of the increase in oil export earnings in 1974 for these three countries 

would be over $11 billion moving from $6 to $17 billion. This inflow 

of resources represents approximately $20 per capita for Indonesia, 

$100 per capita for Nigeria, $900 per capita for Venezuela: 

relatively low level of development of Indonesia and Nigeria, 

Given the 
§/ 

it 

is clear that these inflows will be useful in the continued development 

of these two countries and do not represent non-investible resources 

over the medium term. Although Venezuela has significant deve~opment 

problems to solve, given the size of these inflows in the short-run it 

may be more difficult to generate the necessary additional internal 
' 

investD.ent opportunities to absorb the increased revenue. 

Other countries which will benefit on a smaller scale include 

Bolivia, Ecuador, and Tunisia, with Bolivia receiving on the order of 

8. 0

1970 GNP per capita for Indonesia was $8o, for Nigeria $120, and for 
Venezuela $980 . 
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$20 per capita and Ecuador $10 per capita in oil receipts. Tunisia. 

will also benefit from the major price increases in phosphate rock, 

its second largest export. 

LDC Oil Imnorters 

In looking at the net importers, the question often raised is 

who among these is likely to be most severely hurt. It is generally 

agreed that, except under the most unusual circumstances, net importers 

will be worse off as a result of the current oil situation. The increased 

oil import burden will inevitably tend to lead to reductions in imports 

of other products, including capital goods vitally needed for continued 

development. Some countries, however, face economic conditions which 
l 

partially offset the detrimental impact of the crisis or are in a better 

position to at least withstand or absorb the short-run shocks of the 

market. The list given below is a preliminary attempt to separate the 

net importers into those who will suffer major harm and those which in 

the short-run while facing considerable difficulty ~ay be able for a 

variety of reasorts to in part _withstand the costs of higher oil prices. 

As more information becomes available, a more exact reading of the 

impact will be possible. 

' \ 
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Countries Which are MajorLosers 

Korea 
Philippines 
India 
Sri Lanka 
Viet Nam 
Cambodia 

Chile 
Uruguay 
Ethiopia 
Kenya 
Sahel 
Senegal 

Countries Facing Significant Difficulties 

Korea 

Bangladesh 
Pakistan 
Turkey 
Thailand 
Sudan 

. Brazil 

Morocco 
Costa Rica 
Honduras 
Dominican Republic 
Jamaica 

Borderline Countries 

Argentina 
Colombia 
Mexico 
Peru 
Malaysia 

Korea will hurt from two areas. Korea's principal source of energy 

is imported petroleum. To maintain 1973 oil import levels the Korean oil 

import bill would have to increase from $311 million to $777 million, and 

this does not allow for increases in volume which are critically important 

for industrial expansion. Much of Korea's phenonenal expansion has 
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depended upon the abil~ty to expand expo!ts and correspondingly . 'ti 
industrial production. A recession in Ja:pa.n would also have major 

repercussions on Korea because of Korea's dependence upon Japan as 

an export market. Korea is well accustomed to borrowing on the world 

market, but a major reduction in export potential will inevitably 

cause both borrowing and debt service problems.· Korea also imports 

much of its synthetic yarns for its textile industry from Japan. 

Japan, however, has recently announced a 15 percent reduction in 

industrial fuel use which could result in reductions in the supply 

of synthetic fibers available for export, thus limiting Korea's 

inputs for its textile exports. 

Philippines 

Reports from the Philippines indicate a 25 percent reduction 

in oil supplies and a 30 percent decline in domestic fertilizer pro-

duction as a result. The Philippines produces one-half of its 

fertilizer supply while importing the remainder from Japan, bu~ supplies 

from Japan are clearly in doubt at this time. The implications for 

agricultural production of a shortage of this magnitude ar~ enormous. 

In addition, the increase in the oil import bill of approximately 

$400 million represents l~5 percent of available reserves. At the 

; same time, while they have been able to borrow in the past, their capacity to 

service increased borrowing is fairly limited and there are no prospects 
. 

for offsetting gains in the rest of the econor:ry. 

9. Korea's noted ability to adjust and ad~pt to changing market for ces 
will be a ru~jor elenent in the lancer tern i ~pact of the current cri sis. 
The nore out..,,c.rd l oo}:..in; , dynamic countrie s are in general in a better 
position to CO})C with t:,i:.:; 1.-iajor econot:lic si tu:i.tion after the initial 
shock. 
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India 

India's oil import bill is currently projected to increase from 

$400 million- in 1973 to close to $1 billion in 1974. In addition, 

India is a heavy net importer of both fertilizer and synthetic yarns 

both of which have.increased in price as much as 200-J00 percent. 

Add to this situation an estimated debt service payment of $550 

million and you have the foundation for a severe balance of payments 

problem. In addition, India's ability to borrow short-term is 

notably limited. An initial reaction by India has been to reduce 

fertilizer i~ports, with the corresponding adverse implications for 

Indian agricultural production . It is not clear at this point whether 

the reduction in fertilizer was a policy decision or refleGted the 

scarcity of fertilizer in the international market. 

Sri L:J.n..'-<a 

The estimated increase in Sri Lanka's oil import bill of $67 

million is greater• tha~ their total foreign exchange reserves in July 

of 1973, which were only $62 million, and is close to 40 percent of 

total foreign exchange earnings . Sri Lanka has already adopted energy 

conservation measures, including major increases in the price of 

petroleum products . Recent efforts to obtain crude imports "at any 

price," however, have come up short. It is clear that the level of 

economic ~reduction will be severely affected by the shortage, given 

the very limited non-essential usage. Their chances of borrowing are 

extremely poor as they w·.:mld be considered uncredi tworthy. 
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Indochina 

Vietnam 

South Vietnam ~~11 be hard hit by the energy crisis. South Viet-

nam does not produce petroleum or chemical fertilizer and as a result 

will suffer: a) an increased cost of energy resources; ·b) a shortage 

and price increase of fertilizer and other petroleum-related primary 

inputs including electrical power; and, c) a further loss caused by 

inflation whereby the cost of nearly all its imports will rise. South 

Vietnam will have a difficult time financing the added costs from its 

already shrun_~en forei6n exchange reseryes and its limited export 

earnings. 

' Fertilizers represents a severe problem since one-third of all 

rice acreage is currently in the high yield varieties dependent upon 

fertilizer. It· is projected that fertilizer imports could jump from 

$25 million in 1972 to over $100 million in 1974. Petroleum cost 

could reach $150 million even assuming substant~.al reductions in volume. 

The 1973 bill for petroleum was $8o million. 

Cambodia 

The energy crisis w~ll add to the heavy burden of a depressed 

econocy and spirallin6 inflation imposed by the war. Reduced import 

of oil products and higher prices will further impair the production 

capacity of Cambodia and aggrevate the inflation. However , production 



of most items has already been severely depressed by the war and t he 

case of some agricultural items such as rice production, areas a:-e ~ut 

off from marketing areas. 

]jJj_ 
Laos 

The third of the Indochina countries will be least affected~~ 

the current energy crisis. The current consumption of petroleun ~ ~ducts 

is very low. In 1972, total imports were less than $10 million. _::e 

cost of these petroleum needs were covered under the Foreign Exc~~~e 

Operations Fund which is financed by the U.S. and other donors. =~e 

increased price of fertilizer will also have limited impact due t c 

very small quantity which is imported. 

Le.tin J\.merica 

Chile 

In addition to all of its other current problems (Chile's p~e ~~rious 

financial position is well known), the increased price of petrole~ is 

likely to put additional pressure on Chile. Oil import costs are :..:..~cely 

to rise by $200 million. A critical factor for Chile will be its 

ability to earn forei gn exchange from copper sales. The cur rent 

of copper is high, but the consequences of a recession in the deve~ ~?ed 

world on the demand for copper is an open question at this point. ::ecent 

GSA moves to sell surplus U.S. copper stocks add an additional u~cs~tainty 

in this market. 

10. Laos is not a ~ajor loser but is included here as part of the c ~s cussion 
of the Indochina re gion. 

i 
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( Uruguay 

Uruguay imports most of its oil requirements. Recent reports 

indicate that major shortages have developed with a corresponding 

government increase in prices to conserve consumption. The projected 

increase in oil imports of approximately $70 million is equivalent 

to 35 percent of 1972 export earnings and close to 30 percent of reserves. 

An increase in wool prices mey partially offset this increased 

cost, given the importance of wool as a petrochemical fiber substitute. 

Africa 

The absence of reliable data and the large nwnber of small countries 

make discussion of individual countries difficult. In spit~ of the 

relatively small quantity of oil iwports into Africa, the importance of 

the price increase is likely to be great. Imported oil is the prime.ry 

source of energy and is a critical input in the development programs of 

these countries. In addition, these countries are extremely poor, with 

little room for ~he absorption of additional shocks. Their dependence 

upon Europe as a major export market will add further uncertainty into 

their ability to earn foreign exchange. The following discussion on 

Kenya, the Sahel countries, Ethiopia, and Senegal is illustrative of 

some of the problems. 

Kenya 

. Kenya is a relatively large African importer of oil, totaling $40 

million in 1973 and potentially $104 million in 1974. An additional 

major problem faced by Kenya is the impact of increased air fares and f 8b 
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·a European recession on one of its major foreign exchange earnings, tourism. 

Forecasts by the Kenya government indicate a· major decline in tourist trade; 

there have already been cuts in airline service, with the corresponding 

foreign exchange and income effects this implies. 

Sahel 

The countries least able to cope with further economic shocks are 

those of the drought stricken Sahelian region. The implications for trans-

portation costs to the interior or the landlocked sectors are enormous 

with many side effects, including the cost of supplying relief. 

Senegal 

Senegal is a clear case in point of the problems of the Sahel. 

Reserves were down to $28 million in July, 1973, yet the increase in 

projected fuel costs would be $€D million. .. 
Ethiopia 

Ethiopia currently has relatively high levels of reserves which were 

accumulated in the last year as a result of the high price of coffee. 

Although having some short-term leeway, the importance of transportation 

to the.movement of agriculture into the conmercial phase is weli_per-

ceived in the development community. Major shif'ts in the cost of trans-

' portation ~~11 impact _on this development process and Ethiopia's export 

potential. The dependence of Ethiopia's exports earnings on coffee 

prices makes the country vulnerable to rapid changes in export earnings. 

Estimated 1974 oil import costs of $48 million, for example, represent 

over 25 percent of 1972 export earnings. 
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• Countries Facing Significant Difficulties 

Asia 

Bangladesh 

The increased petroleum prices will represent a significant 

burden for Bangladesh, particularly in the short"'.'run, given the low 

level of reserves, recent inability to procure necessary short-run 

fertilizer needs, and the critical need for food which is also high 

priced. The precariousness of the situation could quickly push them 

into the major loser category particularly if there is a shortfall in 

food p::coduction. 

Bangladesh, however, has two positive forces going for it 

j_n the medium term. First, Bangladesh has abundant natural gas resources, 

part of which is currently being used to produce half of its urea 

• fertilizer need. The IBRD is moving to finance further expansion in 

fertilizer capacity, the output of which will be important in several 

years. Secondly, Bangladesh's major export is jute whose deoand and 

price is likely to rise as the price of the competitive synthetic fibers 

jumps upwards. The potential for increased export earnings is substantial. 

Pakistan 

The increased oil import bill coupled with the debt service 

payments of Pakistan represent a significant load on its export earnings. 

The fact that Pa.~istan is a najor exporter of cotton, which is a petro-

chemical fiber substitute, is currently enjoying high prices, may provide 

some relief to the oil problem. 
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Turkey 

In addition to its high level of reserves, over $2 billion 

by November 1973, Turkey is also a major cotton exporter. Its principal 

fear is a recession in Europe since $1.2 million of its $2.5 billion 

in 1973 earnings came from worker remittances. One of the first reactions 

in Germany to the unemployment implications of thecil crisis was to 

embargo i'urther immigration of foreign workers. 

Thailand 

Thailand faces an increase of over $300 million in its oil 

import bill which is equivalent to 30% of 1972 export earnings and 

slightly under 25% of July reserves. The high level of reserves gives 

some short-term cushion for the Thai economy. In addition, the use of 

fertilizer j_n Thailand, although increasing over the last decade, is 

quite limited compared to other Southeast Asian countries. This r eflects 

the limited adoption of high yield varieties to date, and certain domestic 

pricing policies which have discouraged the use of fertilizer. Hydro-

electric projects and oil potential are two possible long-range pluses 

for Thailand. 

Africa 

Sudan 

Sudan's position as a major cotton exporter may in the short 

run be partially offset by the extremely low level of reserves, $31 million 

in 0ctober, and the rac~ifications of the recent droue;ht. 

. , 
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Morocco 

The picture for Morocco is mixed. The oil import bill is 

expected to rise by $80 million or 25 percent of reserves. Two of the 

major foreign exchange earners for Morocco are tourism and receipts from 

Moroccans working in Europe. Both of these will decline with the onset 

of a European slowdown. On the positive side, phosphate rock is a major 

export item which is currently paying well . .An additional 

unkno~m is the future relationship of Morocco with Libya. 

Latin America 

Costa Rica, Honduras, Dominican Republic, and Jamaica 

The increased oil import bill, although small relative to export 

earnings of Costa Rica and Honduras, is large relative to their current 

reserves. Although Costa Rican reserves had risen from July to October 

from $31 million to $45 mllion, the increased oil import bill would 

still constitute 50 percent of reserves. For Honduras, reserves had 

actually fallen to $38 million in October, yielding a ratio of increased 

oil inport bill to reserves of close to ·50 percent. 

The Dominican Republic also faces severe balance of payments 

' constraints with current holdings of reserves of less than two months. 

The increased oil bill of $21 million represents close to 40 percent of 

its foreign excre.nge reserves. 

Jamaica also faces major increases in oil costs. The net impact 

on the Jac"".13.ican economy, however, is critically dependent upon 

the bnuxite industry, whose future perfort12..nce is unknown at this time, 
-- fJi?() 
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and the tourism industry which is likely to decline. 

The remaining Central American countries are in a much 

stronger reserve position to cope with the increased energy costs. 

Brazil 

The oil import bill of Brazil is expected to increase from 

$800 million to over $2 billion. This represents the largest increase 

and the largest estimated oil import bill of any developing country. 

Brazil, however, is blessed with a large and diversified industrial 

sector and a large natural resource base. In addition, Brazil has 

extremely large reserves, over $6.4 billion in September 1973. Because 

of the strength of the Brazilian economy, its capacity to borrow in 

the international market in the short tennis very large. ~razil has 

already indicated that it will absorb much of the increased cost of 

petroleurn,,ithout passing it along to the consumer. Tnis move by the 

Brazilians already reflects an optimistic assessment of their economic 

position, at least in the short term. 

Borderline Cou~trie s 

A small group of countries which are not major exporters produce 

most if not all of their own petroleQm needs. Included in this group 

are Argentina, Colombia, Mexico, and Peru. These countries find them-

selves in a comfortable position, as their relative self-sufficiency 

may create significant competitive advantages over their neighbors who 

are.net i~porters. 

Nalaysia, although not a significant producer of petroleum, 

still classifies as a borderline country. Given the current strong 
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market for both tin and rubber, Malaysia is in a relatively strong 

position and may actually gain from current developments. 



Table,1 , 

cmi,!ODITY PRICE Il;CRE!~SES 

Perccnt!::: ~e Che.nsc :Ln 
. Com:1od i ty 

#, 
1971 Third Qm,rtcr 

1 
Petroleur.1 6 of.-+2 7.01', 
Sisnl +2!~1~. 9% 
Cocoa +170. 5~ 
Rubber +118.1~ 
Coconut Oil +115,2~i 
Sugar +112.8» 
Cotton + w.2~~ 
Coffee + 56.h% 
~1.1:i.n + 53 c:a' • ;,) ,o 
Groundnuts + 47.8% 
Palm Oil + 39.1% 
Copper + 22.!1~ 
Jute + 8 6d 

• jv 

' Tea + l~.O~ 

> 

, 

]:_/ approxic2.te :price for Janue.:-y, 1974. 

Source: Inter~e.ticn~l ?inenci~l Statistics 
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Price 
1973 

.. . 

I• 

.. 



.. 

, 

. , . 

LIX; Reserves 

July 1973 
Reserves 

(b:i.llion S) 
Increase in Reserves 

Dece~bcr 1971 July 1973 
Reserve to 

Import Re.tio· ~/ 

145 
,,, 

35% .46 :OCs 

LDCs 40.3 73% .57 

LOC non-oil exporters 28.5 88% . . 46 

Oil exporter~/ 11.8 57% l.30 

20 major AID recipicnts~/15.1 165% . ~(4 

' 
e/ July 1973 reserves divided by 1972 i".:1.ports. 
b/ Ire.n, Iraq, Lib:,-e., :~u-....-e.it, Saudi .f:re.bia, Higerie., Ve:1ezuela 
·c/ These countries accol..<~.t for over 75~ of AID non-SA co:-.:::ii t::::e!"!.ts in 
- . 1972-73, &azil alor:e accou!lts for $6.2 billion of these rese:::-ves in 

• July 1973. 

Source: IMF, Internaticne.l ?ine.!1cie.l Statistics 
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All LDCs 

Oil . Importing LDCs 12_/ 
Asia 
Africa 
Latin hnerica 

Export Earnings 

Table· 3 

The LDCs and the Ener cy Crisis 
(US $ billion) 

1973 197l1~ 

5.2 13.0 
. ,,. 

1.711 4.151 
.348 .850 

1.328 3.290 

Non-Arab Oil Exportin~/ 

Asia 1 .031~ 2.473 
Africa 1.881 5.820 
Latin America 3.786 9.981 

Balance of ?2.y1:~,:;nts on Current Account 

Oil Exporting 
Countries 6.1 65.8 

Less ~velo:red 
Countr ies -10.6 -25.6 

Change 

7.8 

2.440 
.502 

1.962 

1.1~39 
• 3.939 

6.195 
• 

/59.7 

-15.0 

estinated oil inports or exports using 1973 volu.me and a 1974 price 
of 8.50/barrel 

b/ 37 oil imforting countries 
"§/ 9 oil exporting COU!1t1·ies 

Source: AID and IHF 
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Table 4 

Asia 

Net Importers 

Estj_mated 
Oil Imports 

1973 1974 
· $3.40/02.!'rel $8.50/barrel 

Ba.ngladcsh 
:&lrma 
India 
Korea 
Malaysia 
Pakistan 
Philippines 
Thailand 
TtITkey 
Sinc;apore 
Sri Lanka 

Cambodia 
Laos 
Viet Nam 

Net . Exporters 

Brunei 
Indonesia 

a/ June 197 3 
b/ December 1972 
"§/ 1971 

37 .-92 
• 9 22 
394 967 
311 777 
84 201 

110 267 
224 520 
211 512 
134 332 
152 347 

45 112 

1,711 4,151 

Estimated 
Oil Exports 

1973 1974 
~3.40/barrel $8. 50/bB.rrel 

139 393 
895 2,08o 

1,034 2,473 

·:)~ 

' i 
' f· 
I 

l • I 
! 

Estimated 
Debt Service Exports Reserves 

1974 1972 July 1973 

• na • 432 v 200 
23 117 89 

550 2,413 1,403 ~/ 
332 1,624 919 
87 1,716 1,206 

278 737 46:) 
128 1,105 850 

52 1,063 ,· 1,287 
203 882 1,978 
23 2,181 968 b/ 
48 315 62 -

• 

na 149 v na 
144 1,549 764 

1 
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Africa 

Net Importers 

Estimated 
Oil Import Bill 

1973 1974 
$3.40/barrel $8.50/b3.rrel 

Ethiopia 19 48 
Ghana 25 62 
Ivory Coast 24 58 
Kenya 40 104 
Lib~:ria li 27 

. J.Ialagas)' Republic 10 25 
Morocco 
lfozambique 
Senee;al 
Sierra Leone 
Sudan 
Tanzania 
Zaire 

llet Exporters 

'j Nigeria b/ 
Tunesia -

a/ 1971 

58 
22 
46 
10 
41 
21 
21 

348 

Estimated 
Oil Exports 

139 
56 

106 
25 
96 
53 
51 

850 

1973 1974 
$3.40/barrel $8 .50/barrel 

1,820 
61 

5, 61~9 
171 · 

1,881 _ 5,820 

~/ World funk Volune Figures 

Estimated 
Debt Service 

1974 

16 
49 
13 
30 
18 
10 

102 
na 
15 
10 
39 
23 
82 

61t 
52 

Exports 
1972 

168 
389 
553 
314 
244 
161-1-
633 
180 
215 
118 
357 
320 
690 

' 

' 

2,146 
• 311 . 

Reserves 
July 1973 

181 
183 
100 
300 
na 
68 

304 
na 
28 
58 
40 

150 
145 

558 
300 

- 1 



Latin /\!:lcrica 

Net Importers 

Estimated 
Oil Imports 

1973 1974 
1 

• $3.11O/barrel $8. SO/barrel 

Costa Rica 
El Salvador 
Guatc:::::i.la 
}Iondm·as 
Ni~ar2.r;ua 
Pana::1a 
Jamaica 

Argentina 
Brazil 
Chile 
Parar;r:.ay 
Peru 
Uruguay 

Net Exporters 

16 
1!~ ' 
26 
12 
16 
8o 
50 

1,328 

37 
35 
64 
30 •' 
40 

203 
112 

169 
2,000 

362 
15 

108 
115 

3,290 

Estimated 
Oil Exports 

1973 1973 
$3.40/barrel $3.5O/b~yyel 

Mexico 42 
Bolivia 32 
Colorabia d/ 
Ecuador 27 

Venezuela 3,685 

_a/ 
Y. 

3,786 

1971 
first quarter 1973 

91 
90 

75 
9,6J8 

9,981 

Estimated 
Debt Service 

1971~ 

15 
11 
16 
11 
21 
11 
24 

512 
329 
312 
13 

174 
'30 

517 
33 

135 
39 

122 

c/ No reserve fisure for Chile after 1971 available. 

,1 

Exports 
1972 

275 
273 
290 
206 
237 
127 
379 

1,740 
3,991 

962 a/ 
86 -

943 
197 

1,845 
269 
743 
311 

3,029 

Reserves 
July 1973 

31 
103 
227 
46 

126 
932 b/ 
18o -

817 a/ 
6,158 -

- c/ 
56 -

542 
2i~1 

1,192 
68 

465 
197 

1,847 

y It is currently esticated that Colombia will cease crude oil exports 
by mid-1974. . -
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