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Arab Investment in the United States

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 presumption that there are limitations on the
extent to which such revenues can be invested ‘for pur-
poses of Arab industrialization, military weapons systems
or external developnment 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
basic differences in the various o0il 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 growning
0il revenues. TFor example, Indonesia, Venezuela, Iran and
Nigeria can be expected to preserve considerable inde-
pendence in the manner in which they deploy their oil
revenues abroad. They can be expected to favor for the
most part, Western eccnomies. Iraq, 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 nations, however, themselves have 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, religiocusly 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 investments, certain estimates and indications
of trendsare available. Total Saudi Arabian, Kuwaiti

CEOR N
and Libyan government investments ip U.S. government Q$ <\
securities, bank deposits, equity and real estate are< g;
estimated to be approximately $1 billion. Most Saud %) 2/

\* ,a’

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 based,
defense oriented production capabilities. Apparently, export
potential and in-country industrialization are important
secondary considerations. '

There is no evidence that Arab investors are poised
for 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 their
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
pressure could gravitate. For these reasons also we may
witness a greater tendency toward portfolio than toward
direct investments. In either case, given the strength
of the dollar and the relative size of the U.S. economy,
most notably our highly developed and open capital market,

¥§ should be the recipient of considerable Arab investment
ows.

Safeguards

The United States maintains certain restrictions on
investment by foreigners in specific sectors of the
economy. These restrictions, frequently associated with
national security reasons, vary from total exclusion to
limlts on maximum foreign participation. These restrictions
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or prohibitions include: 1) domestic communications; ’
2) domestic air transport; 3) hydro-electric power '
production and utilization or production of atomic energy; l
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 afforded 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 within the
United States are permitted to become membersof the Federal
Reserve System. A number of states have restrictive
legislation against foreign or foreign-owned 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
administered to discourage Arab investments in industries
determined to be critical to the economy and at the same
time not appear to be overly discriminatory.

The ultimate protection against actual abuses to the
U.S. economy by Arab investment resides in the location
of the investment within the territorial and legal jurisdic-
tion of the U.S. It appears that under most circumstances,
Congressional authorization would be required for the
U.S. to seize and expropriate such investment. Consideration
should be given to determine whether such seizure could be
accomplished under existing legislation. We can assume,
however, that in an emergency or in response to unusual
circumstances the appropriate statute would be quickly
forthcoming from the Congress.
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Iv.

A

INTERNATIONAL ENERGY INITIATIVES
SUGGESTED ORGANIZATION

INTERDEPARTMENTAL TASK FORCE

Restraints on Effective Demand and Conservation

Lead Agency: Commerce with FEO (Chairman:Shepherd)

-

Participating Agencies: State/EB, Treasury, FPC

Cooperation amoncg Consumer Countries on 0il Price

Levels and l!larket Conditions: including assurance

of supplies, production levels, pricing formulas
for reference crudes and other provisians for
‘< ‘ '

consumcr/producer cooperation

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

.Julius Katz and )

Particivatinag NAgencies: Treasury, Commerce

Cooperation amonag Consumer Countries on Sharing,

Stockwniling cf Internationally Available Sunvlies

of Oil.

Lead Agency: FEO and State/EB (Joint Chairmon:

Robert Ebel and George M. Bennsky)

Development of Alternative Sources of 0il to

Diversify Supwnlv Away from Middle East: including

accclerated cxploration and development for oil in

geologically promising arcas.



VI o’

Lead Agency: FEO (Chaifman:

Participating Acencies: State (James W.

Reddington), Interior, Commerce, Treasury,

NSF

-
-

Development of Alternative Sources of Energy:

research and development of fossil fuel (excluding
0il) and non-conventional technology

Lead Agency: State (Chairman: Herman Pollack,

State/SCI)

Participating Acencies: ¥FEO, NSF, EPA, ,2AEC

L4

Economic, llonetary and Investment Cooperation:

the developnment of methods for dealing with

producer-held surplus revenues, impacts on

monetary system, long-term investments in
consuming countries, sectoral policies concerning
equity investment and LDC economic problems

L.ead Agencyv: Treasury (Chairman: Jack F. Bennctt)

Participating Agencies: FEO, Commerce, State

(sidney Weintraub), AID




VII.

VIII.

Development of Diplomatic, Political and

Institutional Modalities for the Consumer

Meeting and the Eventual Consumer/Producer

Meeting and Their Work Proagrams

ot
Lead Agency: State /S/PC (Chairman: Winston Lord)

Participating Agency: FEO

Long-Term Institutional and Lecal Questions:

involving permanent organizations or agrecments

on international energy cooperation

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

Participating Agency: FEO

S/PC:HCBlancy:1lcf
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Rcstrainto cn ffchJve D°ﬂ1ﬁd ‘end Corqcr ration

" Lead Agency: Cormerxce with FEO - Chairﬁan: Shepherxd
" Participating Aqencies: StaLe/,S Eiu, Treasury, FPC,
Transportation, HUD

.

: A. Objectives: g
4 1¢ c¢evelopment of program of ati
1. The relopment of a program of cooperation
- among consumer countries to reduce effective
; " demand and to conserve energy.
3 .
B. Description of Tasks:~” . i )

d. COMPQI“”’VG examination of price and allocation
methods with a view to the formulation of a

e xe, " cooperative program to improve naticnal con- i
" servation and demand restraint approaches.

2. Analysis of existing consumption patterns,
and likely approaches on conscrvation.
3. Development of likely listing of US domestic

programs which might be offered in an inter-
national cooperative program.

4. Exanination of ef

2ffective approaches to oil
demand growth, vh' ain be inplemented by

industrizal countries - i.e. smaller auto.

5. Examination of environmental QLullL“ standards
and tcechnoloegy as an approach to efficicncy
in usc of encrgy.

6. Proposals on the role of financial incentives
vhich can be applicd by 5nch trialized
countries and others to restrain demand and
prowote counscrvation.




- svw
.

TASK FORCE - 1. - .. : : WL b T

.

C. Specific Results of Foreien Ministers Meeting

1. Agreement by Consumer Meeting on inclusion
of demand restraint and conservation as an
area for effective international cooperation.

2. Charging International Ta%k Force to develop
proposals for an Action Progran.

- = > .-
.

D." Work Program and End-Product of International Task
T ¥oxyce

1. Presentation of comprehensive
Action Program on demand restr
tion with a list of priorities
term and long-term results.

proposals of an
aint and conserva-
in terms of short-

+

oY g:niuatloﬂal proposals on how such
on could be best undertaken inter-

3. Proposals for possible inclusion of LDC consumer
countries in programs.

E. Policy Issuves and Problems

1. Task Group should consider c1equoxv of econonic
growth and activity as it relates to demand

o Testraint.

-

2. International trade competition problems should
be exanmin -

3. The xole of private industry should be examined

and speeific recomzendations developed.

: <
4. Approaches vhich emphasize both environmental

and energy savings should be given priovity.

L

Examination of broad indus L1111 scctors should
be uvdcv((hon especially these that consume
large quantities of cnorgy.
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. 6. Social factors common to industrialized
socicties should be examined both for
conscrvation and laxrger qU°11Ly of life

_goals.

7. Comparative economic cgst figures should
be developed for alternative approaches
to conscrvation and rcouctlon of demand.

-
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\ . Consumer Cooperation on 'Prices - = - =+ -

and Market Conditions

A. -Objectives . b L dal :

-~ To constrain producer unllaterallsn in settlng
prices and production levels;

-~ *
-- To discourage government-to-government bilateralism
between consumer and producer countries;

-~ To assure the required levels of production;

-~ To preserve as much frcedom of operation as

_possible for the international privately owned industry.

B. Descripticn of Task

: - o) ¢ . . .

1. Draft the main elements of a multilateral consumer-
producer agreement (in alternative versions, if desirable),
which a consumer group could negotiate with a producer
group (or with major producers 1ndividually) after agree-
ment by the governments participating in the consumezr—
group,- R g . .

The agreement should cover:

L~

~- Criteria and formulas for establishing the

Oo.
quality and gravity allowances) determining world petro-
leum prices;

-~ Legal provisions designed to assurec sccurity of

'supply aund production levels;

-- Ouh 'r provisions on which intergovernmental
consuncr-producer agrecient would be desirable,

The international agreement would provide a global
framework in terms of which producer governments would
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- agrecements could be negotiated.,

deal with the industry or bilateral government-to-government

. .
.‘o . .
A * -

2. An analysis of the specific governmental measures
and legal powers required to make the agreement workable,
e.g. the possibility of internationally agrced ceiling
prices for oil imports., (Incentives to make such an inter-
governmental agreement attractive to producers are dis-
_cussed under VI and VII below,) prl

C. Objectives for Forecien Ministers Meeting

- on

Obtain commitment in principle from participating

states to scéek to negotiate such an intergovernmeatal agrce-
ment; y '

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

*

D, Assignment of International Task Force

-=- Work up series of production targets for key
producing countries to be negotiated;

-~ Prepare for consideration and ratification of
-consumey goveraments a series of specific negotiating

-objectives on pricing, production levels, and other pro-
visions; the drait of an intergovernme

incorporating these objectives; and a negotiating scenario
for the consumcr-producer confercnce; y '

S

-~ o

Preparce recommendations for consumer governments

desirable or required implementing steps to ensure viability
of agrecment, T

E. Policy Issucs and Problems

é
Examination of the broadexr public policy implications
of such an intergovernmental agrpoment, ivncluding the role

of the Federal Government to private industry; possible

-
.
B
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_powers; anti-trust aspects,

forms of public oversight and regulation of the industry
required; the adequacy of the Federal Government's legal
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Objcctives

TASK IIIX

Coopcration 2Among Consumers on Sharing $_ﬂi3\\'
2 <\
@
=

and Kelalcd Meoasures to Dezal waith
Persiscent Oil “Shortages

4 -d .
< 3
i o S
A
. / ‘

1.

- -

Iy

An arrangcment betiween consunming governnents for
sharing oil under conditions of persistent shortage
and emergency shortfalls on a HULLu-ly satisfactory
basis. ;

To prevent the pressure of supply shortages
lcacding to unilaterxal actions to 1n3rovL nat
posit ticns that are detrimental to the broade
multilateral relationship bgL\ecn 011 cons naxs
and producers.

From
ionzal®
¥

L4
To integrate the sharing arrvangement with related
actions in areas forx conserving and producing
cnexgy rescurxces, including ratioening and stock-

piling. " - .

Spoeid

u—-..-_....--_.._. ——— e

.

siderable work alrecady done in
ittee and in the U.S. Governuent,

draft an ar_a“"Cﬂ:nt for sharing oil that goes

beyond cnhargency circumstances to conditions of

- . - de -
}_)CIE-J.S)L._‘M_ .)L.‘O" 13844 (4

Utilizing the con
the OEZCD 0il Comu

.
U e oy (] ] VDT 0 b -

mcnt on an
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.
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Either as part of the draft arrangoment or sepa-
xately clearly stace how il is linked with othor 1
ncecessary acltions by consuncrs ior consderving or !

ploiu“lra CReXGY LesSources.

-

ic Objactive of TFerciaan Ministevs'! Mecoting

Instruect Lhe Iateraational Tash Force to draw up
a consuners' arrangoenmeat foo.sharing oil in
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conditicns of persistent shortage that’ 1ntccr tes
with its action precgrans for consarving and
producing Cnergy resources. '
Agrce on a basis or bases for sharing: the oil
that w111 he satisfactory to consumers as a
wnolc. , .

-

2

assiannent for International Tasf rorce

¥aking usce of the work alreacdy done by the O:ECD
and the dccicsions and instructions of the I‘orc,lgn
Minis Lcrs, draft a sharing arrangement.

The actien program on sharing should centain
clcar links with other relevant encrgy action .
prograns and point up policy and implcmentation
problens which consiwuacx govcrmnem, will have to
address individually and collcctively. ¢

~,
S~

There is still signifiicant diffcrences between
the Vest “"Joauan< and Japan oa the one hand
and the U.S. on tho other concerning what the
basis for sharing should bc. Broadening the
arrangenent to go bevond emergeacies will
probably not reduce these cu.f;mcncc.;. They

 Will have te be resclyod.

Thexe ma adeguate legislation and regulatory
oxX any smv_vng arrangenent agreed to. At

i the US. does not have satisfactory
tive authority. We are sccking appropriate
age in the cnergy cuergoency lcgisl‘st.Lon NOV
unucy_ cengsidoeratieon en the Nill

Since private oil companics, mrost of them U.S.,
@ill implieiont any 'nu.xnn., axr rt:'*vm:f‘ni., it will
be necessary Lo provide Lhonm with ihe "le;e'W .
right Lo work Lo:.;:‘.nu within ouxr anti-trust laus.

’

-
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-Accelerated Develonment of Alternatives

P to Middle East Oil
A; Objective | _' b |

~~ Seck accelerated development, “to the maximum
extent economically justifiable and technically feasible,
of enorgy alternatives to the Middle East and other major

supplicrs; -
-

.

-~ Seek to continue reliance on the privately-owned
companics and private capital markets, to the extent con-
sistent with this objective;

~=- Develop independent information base to permit
assessment by USG of practical steps de5101cd to acceler-
ate development of energy alternatives

~- Seek to stagger the development effor’t: short-
term programs with immediate pay-off and longer-term
efforts extending through the decade._ g

o

B. Deserintion of Task

For cacli of the major encrgy forms -~ petroleum, coal,
natural gas, and non-conventional petroleum:

-~ Prepare 2 list of specific target areas, i.e,
ma2jor rescrves wvhere production could bb accolcxateu

throuzh anw*on"i ate development investment, and the
magnitude by which production levels cou]d ba increasecd

in a given lec fragb,

-~ Identify areas in hhlch cuploration activity
to prove up reserves could be accelerated;

-~ Formwulate specific recommendations on governmental
measures desizned to opan up reserve arcas to acceleratoed
Chp]nf?Li n and development, including assistance to

L

private industry as required and, possibly, a dircct

governnental role; '
g FO&,
‘.
. N <\
£ )
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- -~ Examine forms of intergovernzental cooperatioen,
including other consumer and producer governments uscful
for the attaionment of this objcctive, o .

C. Specific Results of Foreien Ministers Meeting
- ‘ ¢
Consumer governments would pledge themselves:

-- To cooperation in the accelerated exploration
for, and development of, alternativg cnergy sources;

-- An appropriate role (e.g. investment of incomes)
of the existing producers so long as this would not lecad
to unacceptable control by the producers over these alter-
native sourcces;

-~ Other govoernmental measures ready for implementa-
tion; possibilities include: declaration by US opening up

-Raval Petrolcun reserve 4 for development; anpouncement

of decision by Norway to opgn up Norwegian waters of North
-Sea for immadiate development; announcement by Canadian
Goverament to procecd with formation of international
consortiun for development of Athabasca ter sands; US
declaration opening continental shelf to international
joint ventures on a reciprocal basis; formation of an
international cnergy development bank to work with private
industry in the accelerated development of new deposits
¢(producing countries might be permitted to take a share

of the bank's capital subscription);

-~ Dircctive to international task force to develop

»

.specific recommendations in this area,

D. Assienzont for International Task Force

Sawme s scction B above,

E. Policy Tssues and Problems ‘

Somz of the central issues are:

-- To vhat extent does the USG wish to provide
financial assistance and incentives to private industry



as against the possibility of setting up a US public
corporation that would enter into partnership with
private industry;

.

-- Do we permit foreign 1ntcrLsLs to buy into
North American resource dcxcloPﬂent

-~ Can producer countries be pcrnlttod a financial
‘stake in the development of new °ou1ccu, if so, to what
extent should this be done through a) flnancing of the
private companies ox partnership decals betyeen the
industry and government corporations owned by the pro-
ducing countrics; or b) the use of financial inter-
mediarics, such as an energy develos n')nt, bank,
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or Eﬂﬂr"v Reqe rch

T and

D“VClOO“”nL or Alterxn ive Source
- Davelonent: 3
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and non-
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Crnicional tecihnolocy

L.ead Acencies:

AEC c.xld
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L
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o
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State (Co-Chairmen: Dr. Gorman

and Herman Pollack)

A.

b3

ectives:

1. De velopw

Lntr°)

.s: TFEO, NSF,

- Sxamination of present coo
with recommondations on hc.

< stlcngthencd and accel

3. Exanina

EPA

cooperation in

ent of a comprechensive negotiiating
package of internationeal

erative progrems
they can be

.erated.

how it can be advanced by international

cooperation.

ascrintion of Tasks:
~

1. Dbe
international cooparat
including recermondati

ion 1

ons oI

n

relopmant of & comdrehensive

pPYopos 2a]

S T & e
Encrey Rab

present cooperative progranms.

~

wmtion ol fossil
}c i
ncLJ\ Lties including:

a. cooperative actien
nent of coal, incl
for winins:

w2

r
53 e

LCeT

to accelerate develop-
technolog,

SR b A

Sevemeady

R&D prosrams
coupc:alec

e
e

ation of US proposed Encrgy R&D and

for

acceleration of

for
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b. development of non-conventional

. petroleum including: .
i) coal gasification and liquidization

ii) 0il shale and taxz sands

- i ‘
iii) development of fluldlzcd bed boiler
iv)  pollution control technology --

to permit expansion of fossil

" fuel utilization

" 3. Proposals for joint developmant of new energ

tecimology (non- conventional nudlUm/lOﬁ”—LCLﬂ).

a. Development of nuclear energy: .

. » £ PO .

i) nuclear enrichment and uranium
supply

ii) present program nuclear power
plants

iii) faest breeder reactors
o iv) fusion
V) environuental and safcg
methods to qpﬂcd the sa
introduction of nucle
b. Develop:ont of ot
o

energy soud
Irultnu t

i)  gecothernal
25 solaxr : ;
iii) fuel cell

iv) other

e L T

i
|

- e e e m—————
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C. Specific Results of Toreien ‘ini.t ers Meeting

1. Agrceirent that International Task Force
would cxamine and develop proposals for
international cooperation in Encrgy RGD.

Y ‘- i
D. Work Prorran and End-Product of “International
T g, P et
Yasy roree

4 Comﬁrchons1V° proposals for joint- cooperation.

- Recommendations on institutional modalitics
for future coordination of R&D international

program.
E. Policy Issues and Problems ‘ -
L4
1. For nuclear energy, Task Forece should fully
consider SPEQQLaLds naticnal security
e _ aste d~s“ospl and safety questions.
2. R&D.packaze should consider balance of overall
: T advéntages end disadvantages of difficient
. technologzies and note those which have
gre"tost c}?nce of ecarly success

Tiv th industry should be exawmined
dations on how they can be in-
IlCCLlVOl in R&D acceleration.

3. The role of p
with recormnen
volved more e

-

4. .Vhen appliceble, recomrmendations vhoulC include
joint government COL?CIQ"OJ throush innovative
inztitutions such as the model of ESRO or
Intelsat, ete. ;

5. Examination will be neceded on cconomic and
- legael COﬂStrﬁinLh/lﬂCqulV’: for reocommended
cooperatioens. :

-
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i” ; Task VI
Econonic, Monetary, and o 2 .
Investment Coonoration : .
D ‘ ; :
A. Objectives 4 e : ‘

/
"\

In the short-term:

-
-

-~ Management of oil revenues in a manner designed
to offset tihe balance of payments effects of the recent
price increcase (immediate problem for 1974); =

Main objcctives:

s LDQ;BL;LE for proJ1c1nn governments
ermit roduc ion of o0il in the required amounts;

-~ To negotiate international arrangemchts designad

to deal with the balance of pavments effcocts through
ODPIOQ*]n'C reflog and dnvestigent of fungds in the con-

sumer couatries;

in a-stable interanational monctary
structure by mininizing sudden destobilizing shifis

o funds;

-~ To forestall an unacceptable deeree of finagginl
cont by the producer govermacnts over Lcy scctors of

the consuner cconomices.

- .

5. Deseription of Tosk

Develop proposals in the following arcas:
-~  Ground rules en how these vevenues are held
wntil they are committed to long-term lean and equity
investne ne, Ul’L]LVlufl) to minimize sudden large-scale
shifts of funds;




-- Undertakings by producing governments-to commit
their revenues to 1ong-tcrn investments at a certain rate;
2 e i 0
"Types of assurances, investment instruments, etc,
vhich consumers could provide to producing countrics;
possibility of special bonds and IHF deposits;
-~
; ~~ Technical and other assistance to producing
comntries to accelerate their industrial development;
-~ Coordinated industrial policies to define
sectors in vhich equity investment by producers would
be desirved:; ‘ ~

Comnent:
In practice, a combination of all these mcasures
will be regqguired to deal with funds of the magnitude
likely to accruc to preducer countries; a certain
portion will be held in the form of short-term funds;
some portion might be deposited under new arrangements
with the -IMF; part will go into financial investments in
major capitel hﬁrkets in the US and a p0ftion will be
used for direct imvestment, The central task, therefore,
is to develop proposals for bro aa understanding on how
producers plan to use these funds so that monetary
authoritiecs can adopt app10prlatc arrangements and pol-
 Top o7 N

a2

N
i

s _of Forecien Ministers Mecting

3

y=sb

P

C. Speeific Roen

Foreign Hinisters would agree:

-~ A working group under the responsibility of the
fivance ninisters weuld dcvcloP a specific program cover-
ing the areas cutlined under 'B; §

-- A group of commerce and aid officials should
develop guidelines and programs desizaed to assist in
the accelerated ind "‘l"'ll] develom at of the produccer
countrics;



u3- »

.
.

-~ To call on producer countries to provide devel-
opment assistance to less favered LDCs, such as through
a spccial fund under World Bank auspices and new devel-
opment banks, Foreign Ministers could also.call for
special oil price recessions for LDCs, ;

‘D, Assienment for International Taa®w Force

See scction C,

-,
Consult with IBRXD, URDP and regional development
bank oifficials on new aid programs.

L33
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Particinitinr aAcency:

A. Objectives:

1
strategy in

Assure a comprehensive diplomatic and political

I

-~

preparation for Foreign HMinisters

Meeting and eventual consumer/producer meeting.

2. Preparaticn of an effective agenda and work

: : progran for Washington Meeting and’necessary
follow-on actiof including establishment of
an International Task Force.
' 3. . The creation of an effective mechanism for ¢

< both censumer country and consumer/pioducer

cooperation.
B. Descrintion of Tasks:
1. Developront of an administrative and organiza-

(o ool o2

tional stra
including:
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developm

developn
paper
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providin

for

egy relating to consumer mecting,

ent of agenda for consumer meeting;

himent of an international task force
ementation of results of first
meeting;
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ent and organization® of working
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§ scenario fer agreement on follow-

on action;

organizing relationship to prepare for
conswaar/producer necting (EAG
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TASL FORCE - VII ‘ e 2.
f. formulation of broad legal forms for '

-

Prep

agrecr nnb (treaties, agrecments, etc.),
and possibly a charter “for ‘consumer
_group coopcration; : .

examination of oueqtloﬂ of rcp1escnt 1tion
of additional consuner countries.

arations for joint consumer/producer

meeting -- the Energy Action Group (EAG)

a.

. development of a common position and
strategy by consumers on substantive
points and prep<rat"01 of position papers
and their cxrcul°"101 T
develonment of a strategy on part of
USG and consumer countries on EAG.
meeting with respect to:

i) membership S

e

i)  forum

et

ii) -agenda
iv) follow-on modalities

development of a diplomatic and political
strategy to wor -k with produco* nations:

5 US on our own
i%) with consumer countries
developnent of a2 scena

formation with produce
and fornat;

io for joint
s of EAG agenda

development of proposals for organizational
as ing

pects of EAG meetis
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C.” Specific Results of Foreizan Ministers Meeting

¢

Agreement on decision by Foreign Ministers on

a comprehensive work program.
Establishment of Internatfonal Task Force.
Agrcement among consumer countries on
“"behavior" with producers in period before

joint consumer/producer meeting.’

Decision on future membership question.

Work Prearam and End-Product of International -
Tasik Force
. ¥ * L3
1. DPevelopment of comprehensive recommendations
.and an action program on substantive itens
notcd elsevhere. o
2, Proposal for permanent consumer cooperative-
oxganization
Policv Issucs and Problems

Formatien of USG org

Examination should be made of question of
strxategy on the part of 0OPEC countiies in
reaction to consumer initiative.

f anizational structure
Washingten lleeting - .including place, supp
funds, cte.

Cooxdination of domestic action which migh
aficct diplowatic strategy.

B b L2
The question of the future role of existin
international bodies.
Doevelopment of a2 cemprehensive information
base for conswior countrics.

i

0

&

o
©

an
.

5 4
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D. Work Proeram and Fnd-Product of International

* Task Force

;o8

E. Yolicy

Development of specific proposals on
institutional rocals for cooperation

arong consuwers on encrgy matters.

. gt .

Issuves and Problems

1,

" problems of exidting orgenizations.

> how a permanent consumer -
zation vould relate to

1g international organiza-
EC, OECD, UN, NATO, and

Examination
countxy orga
already existii
tions includin
GATT. -

- h

ni

14
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The examination of-decision-making
models Ior naNe! aa 1zat101 and -
especially pﬁlo“ch'% wknch do not

create permancent secexretariat staff »

on of qvﬂbtiowq of possible
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~“tARY AND INVESTMENT COOPERATION

r2aon

forccast levels of oil production in some
+ions and increases in forecast prices are
in substantial chapges in the pattern of
«ats flows and substantial impacts on the
.+ of different nations in the years imme-
-ing that period there will be larger pay-
a3 nations to producing nations for oil.

74 have been roughly estimated to be
__»m developed countries and about $9 billion
SNy 1ess dcvelopbd coun* ics. Thcrc will

e

‘r

, but in v:ew of Drooaole tlm lgqs these
sxoected to reach $5 billion in 1974. And
~stantial increase in the international flow
s. The o0il producers have bebkn projected to
:ings of foreign assets by approximately

1974. :

stimates are not unrcasonable, they nust
-2 on tenuous assumptions as to the rate
- costs reduce patterns of consumption - -and
:n of alternative sources of cnergy; and
mcoma even morce precarious for the years
2r, the estimates relate to over=all
uncertainty exists as to how the pavments
those for investment, will affect the
cular countries.

Ay

-

"7ltilatexal Coovneration

“ernational economic situation presents

‘ties for cooperative action on a broad

L=consuming and oil-producing nations in
Anong the objectives of such cooperation

i the impact of current uncertainty
“nomic activity and on the orderly
rnational trade and investment;

of the incrcascd potential flow
ternational investment, so that



all areas of the world may have the opportunity to
derive the greatest bencfit from their specialized
resources without fear 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 0il costs on

those areas of the world 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

A In pursuit of these objectives, the international
community will wish to consider many different approaches.
Among those which have been mentioned 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 flows 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;



ae

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 Interﬁediary 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, supplemented as necessary
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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[ N A_ CURRENT FOREIGN ATD ..7 - IVITIES OF OIL EXPORTIXGC COUNTRIES

BEGIN UNCLASSIFIED

The countries benefitting {i1c: higher petroleum prices vary copsiderably
in the ;elative,importance of peirvuleum exports in their cconomy and in the
likely level of income in sight. Some like Kuwait, Saudi Arzhia and Venezuela will
now have very high per capita incomes; they will be truly wealthy countries.
Others of which the clearest case is Indonesia wili remui . really quite poor with
per capita income well below $200.

All of them are likely to have substantial liquid -« sources in the short
run but in a longer time frame it is not realistic or r« .sonable to expect the
poor countries to commit these resources for developm=.: elsewhere. All of the
countries with sudden substantial windfall revenues ar« likely to have a short-
run problem of making good use of liquid resources. Prcoposals and arguments for
constrgcti&e use of both sorts of wealth are relévanf. but they are not the same.
This discussion looks mainly at the experience to date of how the really newly
wealthy have moved to use some of their wealth to assi:t other countries.

All these countries may be interested in secure ~nd renumerative ways of
using their liqgid‘assets. Efforts to develop mecha: ' ms to facilitate their
flow to those who need and can afford them can certairnly make an important
contribution. Over and above such mechanisms, howeve , the truly wealthy
countries should be regarded as potential sources of aid over the future and
efforts made to highlight their interest in development, encourage them to move
in that direction, and assist them in making their pr..rams as constructive as
possible. For clarity these countrieswhich will ber: "'+ substantially from

higher oil prices and enjoy per capita income above 7,000 are referred to

hereinafter as "oil rich". They comprise mainly sevc ~1 of the middle eastern
f /,f /}‘, L] TH N\
DECLASSIFIED [<

countries, Libya and Venezuela, |

R.0. 12958, Sec. 3.5
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0il rich country economic aid progrdms to &te have been relatively modest
except for their direct support to Egypt, Jordan. Syria and Iraq rglated to the
burdens.of Middle East tensions. This support ir basically military rather than -
development oriented. Such support has been sub:tantial. Kuwait appears to
have devoted a total -of over 5 percent of its GI¥ to all sorts of foreign aid in
recent years.,

The future of these large contributions depinds very much on the evoluti&n
of political relations with Israel. If these relations are stabilized, these
payments are likely to be rapidly phased out, .

Meanwhile the o0il rich Arab countries have zvolved 2nd are elaborating
patterns ana institutions which could be rapidly expanded to utilize additional
resources.

Kuwait and Abu Dhabi have set up their own leveloprient Banks and Libya
and*several others have also acquired some experience in providing bilateral
development aid. Only Kuwait has made direct cortributions to the IBRD and IDA.
The African Development Bank and- its soft loan fund have received only modest
financial support ‘even from the African oil countries. Joint Banks and Funds
for Arab, African and Islamic development have been established or are in

formative stages. To date the oil rich countries' ability to contribute to UN

development programs in the UNDP is virtually untapped. END UNCLASSIFIED

BEGIN SEGRET—

Government to Government Aid

By far the largest form of aid to date has been :overnment grants from the
Arab oil exporters to fellow Arab countries mainly dc:igned to support the budgets

of those countries. The incomplete information avail:-bLle is summarized below:
;”S'{“is’
A )
gj;zi \E.': 1
o)
b




Table 1

Arab 0il Exporter Aid to Arab Governments l/

Source 1968 1969 1970 1971 1972
Kuwait | 103 113 148 115 145
Saudi Arabia ‘ 104 104 101 101 120
Arab Emirates > 4 82 106
Other and Unspecified 2/ 168 167 331 299 202

TOTAL 375 384 585 597 583

1/ Largely Budget Support, but also includes some development aid. ﬁay include

some military equipment payments.
2/ T Includes substantial amounts from Kuwait, Saudi Arabia and Libya.
Source: AIb/ASIA Paper "Aid to the Middle East", 11/73.

* * * %

These large payments are very largely poliEical/military in orientation.
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 tb phase down rapidly if
peace is restored and the canal reopened. This possibility would accentuate the
potential of these o0il 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. 1Its total commitments through 1972 were $311 million/

Disbursements in 1971/2 reached $28 million. Its terms vary from highly

concessional (grant element 84 percent) to near commercial and it has made small
grants to its poorest clients for feasibility studies. - /s ifz
| | s .. 3
s s sea no - ¢ # v/



"In 1971 Abu Dhabi established its own Arab Development Fund of $100 million
funnel '

to be paid in over six yéars. It is tGAall Abu Dhabi's development aid i{¢ other
Y .
Arab countries.

Libya has also provided significant amoﬁnts of economic aid to individual
African countries on a sporadic basis. In 1971 Niger received $5 million for
health, education and rural development and equatorial Guinea $1 millica. 1In
1972 Uganda received $12 million.

Many specific possibilities for major aid/investment projects arc in various
stages of plgnniug/discussion. The Egyptian pipeline is an important case. Port
and shipéing projects in the Persian Gulf area are also relatively cl.anced.

There has been some discussion of major investments which could serve in
some degree aid purposes in facilities which would alleviate shortages of key
develqpment needs (e.g., fertilizer) and reduce IDC (e.g., India) ce=ital 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 (pF{Lgl

The chief contributor to date to the DFI's has been Kuwait althcugh
recently Libya and several other countries have moved toward‘greater activity.
IBRD Kuwait dinar.bondé outstanding now total over $350 million. During-1973
Kuwait provided 10 percent--about $125 million--of the new funds borrowed by the
IBRD. IBRD management has explored investment by the o0il rich countries in its
securities and expects substantial success. In general, it is likciv to be able
to insist on investments at least offsetting credits to these count:ics which
still find advantage in borrowing from the IBRD. These would apporontly

<

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

Saudi Arabia, substantially larger borrowings secm 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

Developfient Bank and as such have subscfibed tn its modest capital, but not in
particularly to the IBRD and the African Development Bank.

substantial magnitude. Increased capital subscriptions should be encouraged,/

Kuwait is tﬁe 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 0il
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. 1Its 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 countrieéxbn 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 February 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 $} 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 incFeased contribqtions from the
oil rich countries. Those whose per capita income remains low may properly
resist commitment to substantial continuingcontributionsthough 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
rnotably and all are continuing to claim net assistance from the UNDP. The
DP Gocerning Council has suggested that coun.ries at the upper end of the LDC
inconme scale should linit their claims and increase their contributions.

The U. S. has strongly supported these suggestions and is pressing for progress
in this direction in the current 17th Governing Council meeting.

UNDP Receipts and
Contributions of 0il Exporting Countrie:s

UNDP Indicative

Per Capita Planning Figures UNDP

GNP 1972 ($ millions) " Contributions

(1. 8.) 1972-76 1977-81 a/ 1973
Saudi Arabia 596 10 8.5 -3
Kuwait 3,206 1 23 +35
Qatar 2,603 1.5 1.0 v
iraq 376 s = 15.5 v3
Iran 512 20 17,0 1.0
Algeria 394 20 9.0 .34
Libya . 1,292 5 3.0 + IS
Nigeria 151 30 42.5 «152
Indonesia 85 35 63.5 «13
Venezuela ’ ; 1,110 10 15 092

a/ 9.6 percent Growth Assumption.

"R T SRR
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

modest practical importance. END UNCLASSIFIED

AID:PPC/IA:CSGulick 1/18/74
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. ‘ B COOPERATION BY THE OIL EXPORTERS IN DEVELOPMENT 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 relativé need and used productively.

Le Appropriéte contributions to the UNDP and capital borrowing and soft
funds of the established Development Finance Institutions.

2. Participation by the o0il rich countries and their individual and joint
development finance institutions in consortia and consul: ative groups for
selected countries,

3. Develobment 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 cqntributions on either o;dinary loan
or soft terms to the regional development banks. They have shown a strong
preference to date for establishment of their own 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 ;he near term, Participation on an 6bserver or auxiliary
basis in DAC deliberations could be arranged and might be useful in coordinatiﬂg
policies on terms, aid allocation, country performance and other general aid
policies and priorities. Precedents for participation exisf. 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,
"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 membersﬁip in appropriate consortia or consultative
groups. 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 aad-eultwrel homogeneity might undermine its utility in
other areas. Yet an institution in which aid donors can consult with effective
staff éuppqrt may be particularly useful in relation to the evolution of aid
programs of the oil rich countries. 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 approach might facilitate use of IBRD/IDA staff backstopping and

X

minimize the not negligible disadvantages of having still another j;;%?ﬁQg;on.
TR\
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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
growth problems for many of the developing countries. This adverse
affect on the LDCs will be the product of several interacting economic
forces including: l) the phenomenal increase in the LDCs oil import
bill which is a2 function of nét 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 supply
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
synthetics which may adversely affect both agricultural and industrial
production; and, 3) the vulnerability of LIC export earnings to a
recession in the developed countries which would inevitably reduce
demand and prices for LDC exports.

The discussion which follows outlines each of the preceding points
in greater detail presenting estimates of the nature and magnitude of

the impact where available. The effects discussed here are primarily




2 T -2-

 ghort-run and do not consider pbssibilities of substitute sources for

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

years. The discussion and estimates particularly for individual LDICs

are by necessity preliminary in nature. As more information is

collected pertaining to the situation faced by individual LDCs, updated

estimates can be included in revised drafts of this paper.

of $3.40/barrel to an estimated 1974 price of from $8.50 to $10/barrel,

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

A. Implications for the 0il Import Bill of the LICs

With the increase in the price of imported oil from a 1973 level -/
I

the cost of LDC oil imports will rise from $5.2 billion in‘l973 to a

2/

staggering $13-15 billion in 1974.” In comparison, total 1972 exports

3/

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

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

import bill in 19Th would: 1) be equivalent to 28-35 percént 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

1s $3.h0/barrel is the average 1973 c.i.f. price calculated by the World
Bank. $8.50/barrel is the OECD calculation of the implied c.i.f. price
of the Tehran announcement. $10/barrel is the U.S. import price recently
used in some Treasury estimates; at the same time Treasury used 3$8.70 as

the c.i.f. price for other importing countries. Recent world Bank estimates
have used an $8.77 figure.

2.
5

Using 1973 volume levels.
Iran, Iraq, Kuwait, Saudi Arabia, Libia, Nigeria, and Venezuela were

removed from LDC totals for this purpose.
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'1ncréase_the burden which oil imports-placed‘upon export receipts from
approximately 8 percent to over 20 percent. .
" 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 LDCs have run in the past have been -
balanced fbr_the most part by private and-official flows from the
developed worid. The projected current account deficit for 197L is

$2l billion, up from $10.6 billion in 1973.2/ Not only does the

increase in magnitude of the deficit make 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 accouﬁt
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 LDC problem in covering their deficit. It must ‘

be stressed at the outset that these estimates are based on the
a;sumption that the volume of oil imports will remain constant at the
1973 level. This fact by itself migh% well have serious adverse effects
on LDC GNP growth, which has been dependent on growing supplies.. For
such imports to be realized, the LDCs would require additional financing,
in the amount 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

L. Allowing for an increase in LDC exports in both 1973 and 1974 of 15
percent. '
5. U.S. Treasury estimates.
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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-
selves in terms of oil imports,‘it is clear the oil imports will have

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

B

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

circumstances, the LDCs have become heavily'dependent upon oil imports

as their ﬁajor source of energy. Out of TT7 non-Arab LDCs, for which

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

had no petroleum production at all.é/ In addition, it has been estimated

that although for the world as a whole oil provides only 4T percent of

thev;nergy resources, for the LDCs in the Western Hemisphere, T4 percent

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

constitutes 58 pércent of total energy consumption. | i
Compounding this problem is the fact that the ILDCs face two additional

barriers to reduction in oil exports{(ié)}ﬁhere is very little non- (/// 2

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

A ’
which can bes curtailed without appreciably reducing outrput; anéigilxhere b//

are limited technical and economic resources in the developing countries

Y S FORSN
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T.Vhich 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 shift at the margin between
coal and oil and can devote large sums to further exploration and

development of energy sources, the LDCs cannot.

C. Petroleum Related Primary Inputs

Two major petroléum products have undergone major adjustments as
a result of both the increase in petroleum prices and the recent short-
ages in supply. Poésibly 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 (Eurove).

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 rgpidly rising demand is closely related to both the recent
worldwide shortage of food and the increased use of miracle grains in
the devéloped world. For example, in the U.S. the high price of grain
encouraged increased production and resulted in an 8 percent increase
in doﬁestic 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,
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far greater than the traditional varieties and in fact the absence of
fé;tilizer may result in lower yiéld froﬁ these new varieties than
frém the old.

As an example of the increase in<fertilizef 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 & result of the fertilizer situa%i;n 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 yeaf. Shortages
of fertilizer in Japan this year would édd to this problem. Thé picture
for the food scarce LDCs is thus quite bleak with a possible shortfall
in their own precduction due to thé high price and scarcity ;f fertilizer
and a limited avéilability of relief supplies or alternative sources

because of the tight market conditions.
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D. - Recessicn

A third major ﬁif" in the LDCs picture, in addition to the increased
oil bill and the shortage of fertilizer, is the poténtial for recession
in the developed countries. The LDCs are heavily dependent upon thg
DCs as a market for their exports. The rapid expansion in the last
two years‘in both the U.S. and Europe has yieldéd a rapid growth in
LDC export commodities. This growth has made possible a rapid increase
iﬂ foreign exchange hbldings and has provided a significant stimulus
to economic growth. The current estimates of DC performance in 19Tk
threaten to reduce demand for many LDC commodities, and to reduce the
. export earnings potential necessary to finance oil imports.

The most current esfimates availgble from Treasury and independent
forecasters project an actual decline in DC industrial proéuction in
the first quarter of 197L4 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 percentaée points
for Japan, 5 for the United Kingdom, 7 for Germany, and 4 for other
DCs. For the U.S., real income is expected to grow by only 1.2 percent
in 1974 compared with 6 percent in 1973.

The effect of a slowdown will clearly be unevenly distributed
among products and countries. Certain primary materials, t:opicai

products and industrial exports may be adversely affected while others
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such as cotton and jute may benefit as substitution takes place in

spite of reduced overall demand.

E. Ameliorating Factors

There are several factors which will heip cushion the impact of
increased o0il 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 tb some of the LDCs to absorb the increased oil costs while
fundamental adjustments are made. The reserves are not equélly
: distributed, however, with Lo percent of the total’reserves of the 20
major AID recipients held by Brazil. Those devéloping countries which
have not benefited from the rapid growth in the export market in the
last few years will face major difficulties as reserves raﬁidly
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 demand for these raw materials substitutes. Cotton

prices are already high and will likely withstand even an economic
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islowdown. For those countries wh6 are major_producers of these products
. such as Sudan, Egypt, Turkey, Pakistan,.and Bangladesh, the adjustment
ﬁo‘higher fuel costs will be eased. The market for rubber is similarly
likely to be stimulated to the benefit of Malaysia and to a lesser extent
Thailand and Sri Lanka.

For some of the rapidly growing or more dejeloped ILDCs, some
short-term felief 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 consumption
purposes poses potential danger for the long-terﬁ indebtedness of the

country.

F. A More Disaggregated Look at the Impact on the Developing World

Tables 3 through 6 contain disaggregated estimates of the impact

- which the o0il crisis will have upon the developing countries. The
eétimatesI/contained in the Tables and in the subsequent discussion
aresbased on the following basic assumption: a) a 1974 volume of oil
trade equal to the 1973 level. Tﬁis is not to say that these countfies
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, a2nd 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

T. Given the limited availability of data, the uncertainty regarding
prices and suvplies and the inccmplete knowledge of the precise economic
interrelations which exist in each of these countries, a quantitative
estimate of the impact of the current crisis on GIP growth or agricultural
outrut is unfortunately not possible at this time. Thus, only the direct
cost estirates of oil and discussion of general economic pressure faced by

these countries are given at this point. /e FORGN
7 N\
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point it is not clear what price for 1974 would be most re?resentative
given current Arab statements of both increasing and decreasing the
price of oil. $8.50 clearly provides {;e order of'magnitude calculation

necessary for the discussion.

ITI. Non-Arab 0il 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 ﬁer capita for Indonesia,
$100 per capita for Nigeria, $900 per capita for Venezuela. Given the
relatively low level of development of Indonesia and Nigeria,éy it
is clear that these inflows will be useful in tﬂe continued development
of these two countries and do not represent non-investible resources
over the ﬁedium 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
investment opportunifies 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. 11970 GNP per capita for Indonesia was $80, 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 0il Importers

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 circumstaﬁces, 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
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-fun while facing considerable difficulty may be able for a
veriety of reasons 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 Major Losers

Korea Chile
Philippines Uruguay
India Ethiopia
Sri Lanka Kenya
Viet Nam Sahel
Cambodia Senegal

Countries Facing Significant Difficulties

Bangladesh Morocco
Pakistan " Costa Rica
Turkey ) Honduras
Thailand Dominican Republic
Sudan Jamaica
Brazil

Borderline Countries

Argentina
Colombia
Mexico

~ rera

- Malaysia

Asia

Korea
Koreé 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 phenomenal expansion has
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deﬁendea upon the gbi%}ty to expand exports and correSpondingly
industrial productioﬁT A recession in Japan would also have major
repercussions on Korea because df Korea's dependencé upon Japan as
an export market. Korea is well accﬁstomed 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.
Jépan, however, has reqently announced a 15 percent reduction in
industrial fuel use which could result in reductions in the supry
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; but supplies
from Japan are clearly in doubt at this time. The implications for
sgricultural production of a shortage of this magnitude are enormous.
In addition, tbe inc;ease in the oil import bill of approximately
$400 million represents 45 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 aré no prospects

for offsetting gains in the rest of the economy.

9. Korea's noted ability to adjust and adapt to changing market forces
will be a major element in the longer term impact of the current crisis.
The more outward leoking, dynamic countries are in general in a better
position to cope with this major econcmic situation 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 197hk. 1In additibn,
India is a heavy net importer of both fertilizer and synthetic yarns
both of which have increased in price as much as 200-300 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 éddition,'India's ability to borrow short-term is -
notably limited. An initial reaction by India has been to reduce
fertiiizer imports, 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 Lanka

The estimated increase in Sri Lanka's oil import bill of $67
million is greaﬁerjthan their total foreign exchange reserves in July
of 1973, which were only $62 million, and is close to LO percent of
total foreign exchange earnings. Sri Lanka has already adopted energy
conservation measures, including major increases in the price of
petroleun products. Recent efforts to obtain crude imports "at any
price," however, have come up short. It is clear that the level of
economic production will be severely affected by the shortage, given
the very limited non-essential usagel Their chances of borfowing are

extremely poor as they would be considered uncreditworthy. /7 F0
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Indochina
Vietnam

South Vietnam will 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 resource;;'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 shrunken foreign exchange reserves 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 projectedAthat fertilizer imports could jump from
$25 million in 1972 to over $100 million in 197k. Petroleum cost
cdﬁld reach $150 million even assuming substantial reductions in volume.

The 1973 bill for petroleum was $80 million.

Cambodia

The energy crisis will add to the heavy burden of a depressed
econory and spiralling inflation imposed by the war. Reduced import
of o0il products and higher prices will further impair the production

capacity of Cambodia and aggrevate the inflation. However, production
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& of most items has already been severely depressed by the war and Iz the
case of some agricultural items such as rice production, areas are cut

off from marketing areas.

10/

Laos

The third of the Indochina countries will be least affected ==
the current energy crisis. The current consumption of petroleum t=oducts
is very low. 1In 1972, total imports were less than $10 million. The
cost of these petroleum needs were covered under the Foreign Exchermze
Operations Fund which is financed by the U.S. and other donors. T==

increased price of fertilizer will also have limited impact due tc the

very small quantity which is imported.

6 lLetin America ' ) o FORON

Chile . U

e

In addition to all of its other current problems (Chile's prezzrious
financial pos ition is well known), the increased price of petroie‘:.: 18

likely to put additional pressure on Chile. O0il import costs are I:ikely

to rise by $200 million. A critical factor for Chile will ‘L\)e its

ability to earn foreign exchange from copper sales. The current t=ice

of copper is high, but the consequences of a recession in the developed
world on the demand for copper is an open question at this point. I=cent _

GSA moves to sell surplus U.S. copper stocks add an additional uncsrtainty

in this market.

@ 10. Laos is not a major loser but is included here as part of the &iscussion
of the Indochina region.




Uruguay

Uruguay imports most of its oil requirements. Recent reports
indicate that major shortages‘have developed with a corresponding
government increase in prices fo conserve consumption. The projected
increase ip oil imports of approximately $70 million is equivalent
to 35 percent of 197é export earnings and close to 30 percent of reserves.
An increase in wool prices may partially offset this increased

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

The absence of reliable data ané the large number of small countries
.make discussion of individual countries difficult. In spite of the
relatively small quantity of oil imports into Africa, the importance of
. the price increase is likeiy to be great. -Imported oil is the primary
source of energy and is a critical input in the development programs of
these countries. In addition, these countries are extremely poof, with
little room for Qhe 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 is a relatively large African importer of oil, totaling $LO
million in 1973 and potentially $104 million in 1974. An additional

major problem faced by Kenya is the impact of increased air fares and .~
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“ & Buropean recession on one of its major foreign exchange earnings, tourism.

Forecasts by the Kenya government indicatée 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
wi&h many side effects, including the cost of supplying relief.

Senegal

Senegel 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 $60 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 leewé&, the importance of transportation
to the movement of agriculture into the commercial phase is.weli.per-
ceived in the development community. Major shifts in the cost of trans-
portation will impact on this development process and Ethioﬁia'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. a. TO&
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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 precariousneés of the situation could quickly push them
into the major loser“category particularly if there is a shortfall in
food production.

Bangladesh, however, has two positive forces going for it
in the m=dium term. First, Bangladesh has abundant natural gas resources,
part of which is currently being used to produce half of its urea
'fe:tilizer need. . The IBRD is mo#ing to finance further expansion in
fertilizer capacity, the output of which will be important in several
’years. Seéondly, Bangladesh's major export is jute whose demand and
price is iikely to rise as the price éf 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 Pekistan represent a significant load on its export earnings.
The fact that Pakistan is a major exporter of cotton, which is a petro-

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

some relief to the oil problem. ZTRORRN,
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Turkey :

In addition to its high level of reserves, over $2 billion
by Novembef 1973, Turkey is also a major cotton exporter. It§ principal-
fear is a recession in Europe since $1.2 million of its $2.5 billion
in 1973 earnings came from wofker remittances. One of the first reactions
in Germany td the ugemployment implications of the dl crisis was to
embargo further 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 in Thailand, although increasing over the last decade, is
quité limited compared to other Southeast Asian countries. This reflects
the limited adoption cf high yield varieties to date, and certain domestic
pricing policies vwhich have discouraged the use of fertilizer. Hydro-
- electric projects and oil potential are two possible long-?ange 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 October, and the ramifications of the recent drought.
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unknown is the future relationship of Morocco with Libya.

-21- '

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 Mordcco are tourism and receipts fronm i
Moroccans working in Europe. Both of theseAwill 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

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 Julf to October
from $31 million to $45 million, 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
o0il import bill to reserves of close to BO percent.

The D;minican Republic also faces severe balance of payments
constraints with current holdings of reserves of less than £wo months.
The increased oii bill of $21 million represents close to 4O percent of

its foreign exclenge reserves.

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

on the Jamaican econcmy, however, is critically dependent upon

the bauxite industry, whose future performance is unknown at this time,
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and the tourism industry which is likeiy to decline.

The remaining Central American countries are in a much
stronger reserve position to cope with the increased energy costé.

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, howevér, 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 stfength of the Brazilian economy, its cépacity to borrow in

the international market in the short term is very large. Brazil has
already indicated that it will absorb much of the increased cost of
petroleum without passing it along to the consumer. This move by the

Brazilians already reflects an optimistic assessment of their economic

3

position, ét least in the short term.

Borderline Countries

A small grou?iof.counﬁfies vhich are not major exporters produce
most if not all of their own petroleum needs. Included in this group
are Argentina, Colombia, Mexico, and Feru. These countries find them-
selves in a comfortable position, as tﬁeir relative self-sufficiency
may create significant competitive advantages over their neighbors who

are net importers.

Malaysia, although not a significant producer of pétroleum,

still classifies as a borderline country. Given the current strong



> peih

market for both tin and rubber, Malaysia is in a relatively strong

position and may actually gain from current developments.

,f’Tiiﬁgx

Vo

i
|

N dvyavy/
A‘.w"

£
~4
-

o~
Vo
\\\

o el b A e T

e v e P A S S P e 1. S5



mable .1

COMMODITY PRICE ILCREASES

. Comnodity

Petroleun
Sisal
Cocoa
‘Rubber
Coconut 0il
Sugar
Cotton
Coffee
Tin
Groundnuts
Palm Oil
Copper
Jute
Tea

-

Percentege Change in Price

+267.0%
+244 .97
+170.5%
+118.1%
+115.2%
+112.8¢

: ‘,1971 - Third Quarter 1973

1/

o

l/ approxizate price for Jasnuery, 107k,
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] ; LDC Rescrves
July 1973 e
Reserves Increase in Rescrves Reserve to

(billion 8) December 1971 - July 1973 Import Ratio a/

. 1 . = '
ICs ‘ 145 35% L6 '
LICs : Lo0.3 3% _ - | |
LDC non-oil exporters 28.5 80% . © W6 E
81 exportasel 11.8 : 574 1.30 ;
. 20 major AID recipientsf/ls,l : 165% Sl
Julj 1973 reserves divided by 1972 imports. .
Iren, Iraq, Libya, Huwait, Sesudi fLrzbia, Higer 1@, Venezuela g
These countries account for over 75% of AID non-SA cozmitments in ‘ ;
i .1972-7T3. DBrazil alone accounts Tor $6.2 billion of these reserves in }
T July 1973. \

Source: IBE‘ Internaticnel Financial Statistics "
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Table- 3 oo ;

The LDCs and the fnergy Crisis
(US $ billion)

1973 l97h§/ Change
A1 IDes ‘ 5.2 13.0 B
0il Imporfing LDCSE/ “
Asia 1.711 L.151 2.450
Africa .348 .850 502
Latin America 1.328 3.290 1.962
Export Earnings

- Non-Arab 0il Exportingﬁ/
. Asia 1.034 2.473 1.439
Africa 1.881 5.820 * 3.939
Latin America 3.786 9.981 6.195

Balance of Payments on Current Account

.Oii Exporting
Countries _ 6.1 65.8 £59 .7

Less Developed
Countries -10.6 ' -25.6 ' «15.0

g/ estimated oil imports or exports using 1973 volume and a 19Tk price
of 8.50/barrel
R/ 37 oil importing countries

c/ 9 0il exporting countries - 7 EOR N
{ : /o "URON\
/9 <\
| =t o 3
. | < . =
, o2 N |
\» >/

: . .;
Source: AID and IMF \\\\,ﬂ,/’
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Table L4
Asia
Net Importers
Estimated
0il Imports Estimated Sk
1973 - 197k Debt Service Exports Reserves .
$3.40/varrel  $8.50/barrel 197k 1972 July 1973
Bangladesh ° 37 ~92 - na "432 ¢/ 200
Burma -9 22 23 117 89
India 394 967 550 2,h13 1,403 a/
Korea 311 17 332 1,624 919
Malaysia 84 201 87 1,716 1,206
Pakistan 110 267 278 137 LEO
Phllippines 22l 520 128 1,105 850
Thailand 211 512 52 1,063 - 1,287
Turkey 134 332 203 882 1,978
Singapore 152 37 23 2,181 968 b/
Sri ILanka ks 112 48 315 62
Cambodia 1
Laos
Viet Nam *
1,71 4,151
Net'Exporters
Estimated
0il Exports
1973 1974
$3.40/barrel  $8.50/barrel
Brunei 139 393 na 149 ¢/ na
Indonesia 895 2,080 14k 1,549 T6L
1,034 2,473 P
: = /W*U"‘J:N
‘VQ (..;}“.
[~ e\
< :3’&\
e )
RS

¢/ VN

a/ June 1973 - % j
b/ December 1972 \\ka_f/’j
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( Net Importers

Estimated

0il Import Bill Estimated
1973 1974 Debt Service Exports Reserves
$3. ho/b;rrel $8.50/barrel 197h 1972 July 1973
Ethiopia 19 8 16 168 181
Ghana : 25 62 49 389 183
Ivory Coast ot ; 58 13 553 100 ;
Kenya 10 104 30 31k a/ 300 ’,
Liberia 11 27 18 oLl na f
‘Malagasy Republic 10 25 10 16k 68
Morocco 58 139 102 633 304
tiozambique 22 56 na 180 na
Senegal L6 106 15 215 28
Sierra Leone 10 ‘ 25 10 118 - 58
Sudan 5] 96 39 357 Lo
Tanzania 21 . 53 23 320 150
- Zaire a 51 82 690 145
348 - 8% ' s
Het Exporters : »
{T . - BEstimated
0il Exports
1973 197k
$3.40/barrel  38. SO/bﬂrrel
*Nigeria b/ 1,820 5, 649 64 2,146 558
Tunesia 61, * -3 52 <311 . 300
1,861 5,820 i
a/ 1971 s
B/ World Bank Volume Figures \%L\~_‘/£?{’




Net Importers

Latin America

Estimated :
0il Imports Estimated
1973 197k Debt Service Exports Reserves
, $3.40/varrel $8.50/barrel 1974 1972 July 1973
Costa Rica 16 37 15 275 31
El Salvador 1k . 35 11 273 103
Guatenala 26 64 16 290 a/ 227
Honduras - 12 30 ~ 1) 206 46
Nicarague 16 Lo 21 237 126
Panaza 80 203 11 127 932 b/
Jamaica 50 132 24 379 180
Argentina 70 169 512 1,740 817 a/
Brazil 800 2,000 329 3,991 6,158
Chile 17 362 312 962 a/ - c
Paraguay 6 15 13 86 56
Peru Ls 108 17k 9hk3 542
Uruguay L6 115 30 197 241
1,328 3,290 :

Net Exporters p

Estimated

0il Exports

1973 1973
$3.50/barrel $8.50/varrel
Mexico | L2 9 517 1,845 1,192
Bolivia 32 9 33 269 a/ 63
Colombia d/ - - 135 743 465
Ecuador 27 75 39 311 197
Venezuela 3,685 9,618 122 3,029 1,847
3,786 9,981

&/ 191
2/ first quarter 1973
E/ No reserve figure for Chile after 1971 available.
g/ It is currently estimated that Colombia will cease crude oil exports

by mid-197k.
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