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Garry Wills -
Pushy Policy
to Free Jews

L]
Is Unwise
A Jerusalem.
Let me conlgss, at the out- -
sel. that [ do know any

sure way ol helping those
Jews who want to emigrate
from the Soviet Union. Sena-
tor Henry M Jackson thinks
they are helped by making
their plight a flash point of
confrontation between the su-
perpowers Henry A Kissin-
ger. the Secretary of State,
believes that such an ap-
proach just makes the Rus-
sians more Intransigent: Other
motives for compassion or ac-

ation, for a public-re-

lations’ liberality, are blunted

if we make each back down,
an implicit cold war victory
for =

Each side has an argu.
ment, and a fairly good one.
Yet I tend to think that on this
point Secretary Kissinger is
right. I would be happier with
Senator Jackson's view if he
did not seem willing to settle
for a loss of prestige on the
Rossians’ part. without any
actual freeing of the Jews.

The Israelis themselves re-
joice in Mr Jackson's rheto-
ric. even if it slows the real in-
flux of the Russians But they
are thinking. naturally, of
their survival as a nation,
which they think demands
cold war losses on Russia's
part. And. to tell the truth,
emigrants from Hussia are a
potential embarrassment to
Istael right now. For three
reasons

1. Those emigrants reach-
ing Vienna now opt. by a great
and mereasing majority. to go
elsewhere instead of on to-
ward Israel There are a num-

ber of reasons for this. The .

emigrants so far are fairly
well-equipped  professional
people. and they can make
their way in any modern so-
ciely The Jewish professional
classes\ despite support for Is-
rael. have stayed in developed
countries’s long before the
question of Russian emigra-
tion arose.

2. Those Russians who
have come to [srael raise
problems. They are educated

FEB

"

IEITHER STOP RIDING IN THAT SUB COM-
FACT CARROOL CR START RIDING THE BUsM

professionals in a society al-
ready glotted with them 50
per cent of Israelis are em-
ployed in services, despite the
country’s “beginner” status on
a historical scale). Those who
have fled Russian collectives
are at odds with the kibbutz
mystique of Israel's pioneers
and government elite. Some
immigrants tend to have an
idealized view of Israeli socie-
ly —one quickly dispelled and
leading to batterness. Mean-
while. Israel is spending huge
sums to import and domesti-
cale these Russians—$100,000
a family, according to Jewish
Agency figures—and the
country cannot be expected to
admire what seems any un-
grateful response from the
Russians. So some Russians
move on, while others stay
and chafe,

3. To make things even
worse., the Russians who
adapl and are grateful also
pose a problem. As settle-
ments go up to house them,
they join the European privi-
leged class of Jews, and are
resented by the Orientals who
make up a majority of the
Jewish population-in Israel,

Furthermore, they are
being put in new settlements
like the Neveh Yaakov, north
of Jerusalem, which inevita-
bly will become the centers of
dispute when occupied territo-

ries have to be turned back.

e e iy S
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. the Western

from the
hawkish,
f the hard-
its fight
bor coali-

And these fugiti
Soviet Union ar
swelling the r,
line Likud party
with the g
Lion.

Having said all this. I must
add that the plight of those

Jews who truly wish to leave ||

Russia and reach Israel is an
urgent and touching one. The
Israeli government had three
such immigrants waiting to
talk to our visiting group at
the Mevasseret Zion absorp-
lion center Two were women
ta cardiologist and physicist),
one a man (another physicist),
The woman physicist, Hannah
Levin, escaped with her hus-
band after they spent more

than two years at menial |

work as a maid and janitor
—the Soviet government had

fired them both from univers- !

ity work when they applied
for visas.

And these successful immi-
grants have harrowing news
about those whom they left
behind. “Do anything you
can.” Mrs. Levin said. “to help
our {riends One of them is the
leading physicist in the eoun-
try—Dr Mark Asbel. who has
been on a hunger strike for
months We have had no news
from him recently. And our
friend Viadimir Markman is
due out of prison any day now,
yet his fate is uncertain,”

These people who have
made safe Rarbor in Israel
feel that ure from the
West helps still trapped

M in Russia. If hope they are
; right. The " famous, those
whose names are known, who |-

are sometimes visited by joar-
nalists or Mg CONgress-
men. who can'pe mentioned in
. may reach
the friends the freedom
they long for”It Is to be hoped
:that Dr. Asbel and Dr Mark-
man end up in thal number
—and rejoin their fellows here

i in Israel,
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/Pending ME Accord

Russians Expected to Haly

Lend-Lease Py

MOSCOW, Fob: o (UPT) . —The
Soviet Union does not feel ohiie
euted to make Bhy further pay-
ments of its $700-miliion World
War 1T Lend-Tense debt to Lhe
United Btatey until it 45 granted
Bondlriminatory status, socopd-
g to & Sovieg wmmnntatm.:

Pravda commentatop Yurl Zhy-
kvt statement on g televisinn
ProgTRm Yestordey indleateg that
the Kremlin |5 taking a hird jine
O the complicated lssue ‘Wirieh
has clogded Soviet-Anierfean
tommercial relstlons fop 30 Years,

t I the
teade Bl and the  Amepjes

[t be Blamed for the faot, thay

B ’ng.m. .LE.'!"—;-
- o

reply to g’ "Wer's: question

Under mﬂ"mnﬁ-l.mg setile-
ment s In’ 1978 the Ruys.
Alats agreed 1o meet their ayf-
standing deby by paying s72z mil=
Uem by 20p3. Three initinl Pay-
ments totaling s49 million werp
obligatary and tip balance con-
t_in.gemmrecelvlugmunt-mmd-
natlon  trading HEltE in  fhe
United States,

3¢ million, 3978,
pRyment, $13 miflion’ wag sclted-
uled to be pajd SJaly 1,

Firsi Public Indication

Mr. Bhukoy's statement wag tha
first  public indication. that thie
third ' ohligatory payment  would
not be mode,

The Soviet Unigy st month
Informed the Unlted Statea that,
it would not Implement, their 1673
trade nﬁgﬂmmﬁ because the oS,
Trade ] orm Act pon un-
accepiable conditions, The lnw Lied
ost-favored-nation status and
crodits for the Saviet Uninn ta
e ensing of emigiption restrie-
ticns,

As A resull of Ahe nonfiEle
mentation of the agreement, 0.8,

officinls knew that tlie

rould be pay ey
WETe unsure if the thing oliligs-
m_;!lgmht would he effertod!

Befare the 172 settlement, thie
Soviet tmion had paid 159 mii-

B 23t
j;ﬂll —t

yments to U.S,

Hon: af its SH00-million Aashgs-
muoit, "

The 1041 Lend-Loase aut Bilvp
the president POwer Lo sell, tiunhg
fer, lend pr lepze Becessary wor
Supplies including fong, maching-
¥ and services, to nitions whise
defenze Wis oimsidered vilg) to
the United Sigtes Terms were
Purptsely unspecisin:
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ARABS=ER I TREA 20 ?_';Eﬂ_,;”{/ﬂf,;w/, D i,
AP) —— ARAB COUNTRIES MIGHT STOP OIL SHIPMENTS TO ETHIOPI,

‘ UNLESS IT REACHES A QUICK SETTLEMENT IN ITS WAR AGAINST
SECESSIONISTS IN ERITREA PROVINCE, RELIABLE SCUURCES SAID THURSDAY.
THE SOURCES EXPECT MORE THAN ONE ARAB STATE TO CALL FOR AN
EMERGENCY SESSION OF THE ORGANIZATION OF ARAB PETROLEUM EXPORTING
COUNTRIES (OPAEC) TO CONSIDER A PAN-ARAB OIL EMBARGO.
’ '®’®SUCH A MOVE IS IN THE CARDS, 'a's ONE KNOWLEDGEABLE SOURCE SA
- D

'*'2THERE IS INCREASING PUBLIC PRESSURE ON ARAB GOVERNMENTS TO HELP
THE ERITREANS WIN THEIR I NDEPENDENCE, AND I|F A BLOCKADE |S PROPOSED
AT AN OAPEC MEETING, THERE WILL CERTAINLY BE NO OBJECTION,'a’s

A KUWAIT GOVERNMENT SOURCE SAID KUWAIT HAS NOT BEENA REGULAR
SUPPLIER OF OIL TO ETHIOPIAS A SPUKESMAN FOR THE MOSLEM-—DOMINATED
ERITREAN LIBERATION FRONT SAID IN BEIRUT THAT ETHIOPIA GETS MUCH OF
ITS OIL FROM IRAN, A NON-ARAB COUNTRY.

MANY OF OAPEC'’®S 10 MEMBER STATES == INCLUDING SAUDI ARAEIA, Ll['u{ .
; A

SYRIA AND IRAQ -- GIVE HEAVY ARMS AND FINANCIAL ASSISTANCE TO THE
ERITREAN LIBERATION FRONT, WHICH LEADS THE WAR AGAINST THE ETHIOP 1Ay

ARFMY IN THE EAST AFRICAN RED SEA PROVINCE.

KUWAIT'wS DEFENSE MINISTER, SHEIKH SAAD EL ABDULLAH, HAS DECLAREy

HIS COUNTRY'aS ’«'«ALL-OUT SUPPORT’w's FOR THE ERITREAN REBELLION ANy

REITERATED KUWAIT’2S PREPAREDNESS TO GIVE FINANCIAL AND MILITARY |
ASSISTANCE TO THE LIBERATION FRONT,
MEANWHILE, AN SPOKESMAN FOR THE LIBERATION FRONT SAID HERE THAT ‘
KING FAISAL OF SAUDI ARABIA AND PRESIDENT ANWAR SADAT OF EGYPT
BEOUGHT UP THE ERITREAN QUESTION IN THEIR SEPARATE TALKS LAST WEEK ‘
WITH U.S. SECRETARY OF STATE HENRY KISSINGER.
KISSINGER WAS ASKED ABOUT THE U.S. POSITION ON THE ERITREAN

INDEPENDENCE WAR AND ITS POSSIBLE EFFECTS ON THE RED SEA AREA, WHICY

18 UETAL TO BOTH EGYPT AND SAUDI ARAEBIA, ’«’ss THE SPOKESMAN SAID.
MORE)

11346 20 FEB 75
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KUWAIT == ARABS-ERITREA 2
'*'aK|SSINGER WAS NONCOMMITAL IN HIS REPLY, 's’ss THE SPOKESMAN ADp

E —

D

»
'2’RBUT HE PROMISED TO CLARIFY THE AMERICAN POSITION WHEN HE RETURNS{
TO THE MIDDLE EAST NEXT MONTH.’=s’s

ETHIOPIA’®5 MILITARY GOVERNMENT WAS REPORTED TO HAVE RECENTLY ASy
D E

THE UNITED STATES FOR AN EMERGENCY AIRLIFT OF AMMUNITION TO
REPLENISH IT LOSSES IN THE ERITREA FIGHTING,

OSMAN SALEH SABBI, SECRETARY GENERAL OF LIBERATION FRONT’S
*s2'2POPULAR LIBERATION FORCES, ’a’s WARNED THURSDAY THE REBELS WOULD
STRIKE AT INTERNATIONAL SHIPPING IN THE RED SEA IF THE UNITED STATEg

R — B i g o Arw Y e

MET THE ETHIOPIAN AIRLIFT REQUEST. =
''aWE DO HOPE THE UNITED STATE WILL STAY NEUTRAL IN THE CURRENT
CONFLICT, 's'= SABBI SAID IN A PRESS STATEMENT IN BEIRUT. 'a'a2UTHERW,
' S

NﬂBB; FORCED TO TAKE ACTION AGAINST INTERNATIONAL SHIPPING IN
THE{RED SEA AND ITS BAB EL MANDAB ENTRANCE.’w's
END)
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Kissinger and His Views

ASHINGTON—In recent doys

we have been given two lo-
tally dissimilar accounts of Henry
Kissinger's view of what 18 going
on in the IKremlin,

One agoount, in The New York
Times, & generally consistent with
Elssinger's con¢ern, expreased
privately st various times to sot-
ators and others, that the Krem-
lin in-fighting between the good
guys and the bad guys may lead
to tho victory eof the hawks and
the defeat of deétente.

The other account, In A column
appearing In The Washington
Post, says that Kissinger does not
believe there |5 an all-out leadey-
ship struggle between good and
bad muys going on io the Krem-
lin. This is indeed the view now
belng expressed by Klsslnger, who
adds that Breghnev himself took
& hard line In ousting Nikita
Khrushchey, and then reverted to
ditenite. He also recalls that
Hhiushohey too at flrst took n
hord line to oust Georgi Malen-
kov, ‘and then came out for
peaceful coexistence. He s mot,
therefore, unduly concerned about
the effect on détente of the
present Kremlin “jostling” among
those who aspire to succeed
Brexhnev.

Political Effect

Will the real Mr. Kissinger ever
etep forward? He is unlikely to
do so, beoauss what he says for
publication about the goings on
in the Eremiin is caleulated for
political effect, not for publio
enlightenment.

When he was trying to mobilize
econgressional support for détente,
and for the concessions which he
wanted to make to the Soviet
Union on trade snd other mat-
ters, he was willlng 1o scare his
listeners with talk of hawks in
the  Eremlin, Now that the
hawks have prevalled on some is-
sues—such as the repudiation of
the trado bill and emigration ar-
rangements—he has to argue that
ditente is not threatened, becauss
his first concern now is to prevent
& chaln reaction,

Mr. Kissinger can hardly be
oriticlzed for behaving a8 &
politielan— his, after all, is what
ha js. But for real enlightenment
ane must go to ong of the top
U.S. academic experts on foreign
affairs, who noted In his book
that each peried of détente In
the past haz “ended abruptly by
the Kromlin) with a new perlod
of Intranalgenoe, which was gen-
erally nscribed to a victory af
Boviet hardlingrs,™

The Harvard professor who
wrote this in 1068 was also called
Henry Eissinger, All the three
Kissingers were right, each in
his own way, but the professor is
more right than the others, be-
chuse his analyEis can ba support-
ed by factunl evidence. What
happened {n the Ingk two power
figchts in the Ervemlin, first when
Ehrushchey took over from Mn-
lenkov, and then when Breghney
took over from Ehrushoher, was
that Moscow's fTorolun polloy be-
came  immobilited for o time
This 1s whnt could also happen
A & result of the struggle for
the succession to Brezhnev. The
damage to détente, even if tem-

porary, oould be serious—and
there are. some already that
the “bad guys" Muoscow  are

strainitig st the leash,

The lutest evidence comes from
Mosiow broadeasts hinting at do-
mestle oppostion to the ‘i.?‘lnldj’

By Victor Zorza

vostok egresment, which in some
wiys mirrors Lhe opposition to 1t
in the United Btates. The agree-
ment becnme possible only be-
cause Breehnev maode what Kils-
singer has described as  “very
major coneesslons”—and  beckuse
President Ford made equally ma-
Jor coneessions which Eissinger
does not, of course;, admit.

Soviet Opposition

In both countrigs the conoes-
slons made by their leaders have
been critloized, In Washingtan
openly by such peoople as Ben.
Jackson, and in Moscow seoretly
by the military hardliners and
tholr political sssociates. “The
Mostow criticlsm could be glean-
ed only between the lines, and
because Ehese slgns are usually
difficult to read, few Western ex-
perts were willlng to attach much
importance to it

But EKissinger himself has pro-
vided the key to the Eremlin
code, He disclosed that the Bo-
viet Unlon had at first insisted
on having as many nuclear weap-
ons as the United States, Britaln
and France combined, and that it
abundoned this demand in Viadi-
vostolk, The new sgréement pro-
vides for eguality in numbers as
between the Soviet Unlon and
the Tnited Btates, The Boviet
military have besn concerned lest
such equality between the super-
powers might make 1t diffioult
for them to mateh, in a oriss,
the ocombined nuclenr foroes of
the United States and the others,
o8 well as Chins.

The Moscow broadiasts now
say, in reply to “fenrs” supposed-
Iy expressed |n letters sent in by
“listeners, that further US.-
Boviet negotintiohs will take ao-
count of the Iact that “several
other countries” also possess nu-
clear weapons, Dobs this mean
that Moscow wanis to re-n
ate the Viadivostok mumn
The “listeners” are assured that
Boviet seourity interests will not
be neglected. The Kremlin, Mog-
ocow radio Insists, |8 not going 1o
for “some sort of unilaternl cdis-
armament by our country, os
some lsteners fear."”

The broadenstsz—both on radlo
pmnd on  television—use almost
exactly the same wording oand
are obvicusly a coordinated pro-
poganda operation. The Eremlin
dots naot usually conduct its

on  Moscow televizlon,
but there have been several oc-
casions in the poast when an
analysls of the Soviel propagandi
output provided clues to the is-
suss In dispute In the Polltburo.

Provide a Warning
The Moscow broadeasts now
provide & warning that new dif-
flenlties mny nrise in transiating
the Vindivostok ngreement into
treaty form in time for Brezh-

nov's spring visit to Washington
—if indeed be s In & position
to make the trip, There are
problems on the U8, side, too, on
how Lo make surs that the Rus-
sinns are indeed observing the
BEresment.

On both sides these problems
now lpom larger because of un-
certainty about Breghnev's future
—Just ns lust year the un ty
ahout President Nixon's fiture
prevented any real progress on
BALT during the Moscow sam-
mit, Mr. Kissinger goes on mak-
Iug brave noises now, as he did
then, but BALT 1= In danger, alb
least in the short term, and so is
the whole structure of his for-
elgn polley, which relled so much
on . the linksge between BALT,
trade, emigratioh, nnd the Hke.

For the long term the prospect
is Inderd good as this ealumn
has srgued in the past—but In
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the long term we are all dead J/
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QIL PRICES

KUWAIT (AP) =— THE ORGANIZATION OF PETROLEUM EXPORTING COUNTRI
WILL CONSIDER TWO PROPOSALS TO STOP CALCULATING INTERNATIONAL OIL
PRICES IN DOLLARS AT ITS MEETING IN VIENNA NEXT WEEK, A HIGH=RANKIN,

¥

KUWAIT OIL OFFICIAL REPORTED THURSDAY.
THE SOURIES SAID THE OPEC OIL MINISTERS AT THEIR MEETING
1=22 WOULD CONSIDER A WORKING PAPER CONTAINING:

1. M RUWA lT FRUFUoAL T'u C"\LCU&HTI_ UIL i I'.'IC-\. o WLOUH L s T'IJ e
WUATIUN RELATING Tre DULLAR WITH THE FIVE MAJOR WEST LEUROPEAWN .
CURRENCIS AND THE JAPANESE YEN
2. A PROPUSAL BY ALGERIA AND IRAQ THAT THE DOLLAR I DROPFPED AND
ANOTHER WSJ CIFIED CURRENCY BE USED TO ﬁHL'ULHT B1L PRIEES.

BOTH PROPOSALS ARE IN RESPONSE TO RECENT DROPS IN THE VALUE OF Ty

E

DOLLAR IN RELATION TO OTHER CURRENCIES, IN EFFECT LOWERING THE PRICE
OF OIL BY REDUCING THE PURCHASING POWER OF THE OIL COUNTRIES’=
REVENUES, THE SOURCE SAID.

THE WORKING PAPER ALSO INCLUDES THE PROPOSAL IRAN HAS BEEN PUSHI,
G

FOR MONTHS TO LINK OIL PRICES AUTOMATICALLY TO THE INTERNATIONAL
RATETE

|EE &, .

IRAN, THE SECOND LARGEST PRODUCER IN OPEC, CUT ITS CURRENCY LOOSE
FROM THE DOLLAR LAST ‘.':ii'-: AND PEGGED IT TO THE INTERNATIONAL .
MONETARY FUND'sS SPECIAL DRAWING RIGHTS. LUI THE IRANIANS SAID
¥vT?IHG THEN ABOUT NOT ACCEPTIG DOLLARS FOR THEIR OlL.

END)
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PARIE — Beerotary of

S8tate Rissinger and French
President  Valery Giscand
d'Estalng conferrad Tor more
than an hour over breakfast
todny before Kissinger head-
ed home to Washinglon.

Kissinger told reporters he
had 1{old Giseard of “the
prospocts of the steps toward
peace dn the Middle Fosb”
and they had diseussed prep-
arations for the conference
belween the oll-exporting and
oll-consoming matlons.

Asked If the U. 8, would
attend the preparatory meet-
ing for the conference, Kis-
slnger replied: "1 think good
progress has been made in
that direction.”

United Consner Stand

France wants to hold the
preparatory meetings In
Poriz late in Mnrch, The
1. 8. has Insisted that the
consumier nafions poree on &
unfted stand before going in-
to any mecting with the pro-
dun::uhh and intensive negoti-

ations have been {aking placa
jn the Interpational Energy
Ageney to try to reach ag-ees
Ment O @ uvsiai,

The Seerstary of Slate
walked to the Elysce Palace
{rom the American Ambas-
endor's resldence nearby
where he spent the night
after dinmer talls with For-
eign Minister Jean Sauvag-
narges,

* Office workers and  pas-
gersby on the fashionable
Faubourg St. Henore ap-

“plauded as Kissinger made

hig way through a crowd af
reporters and phot o raphers,

Winding up =z 10-day
swing around the Middle
BFast and Western Eurape,

B
™. r"""':.
j Lg KQQM‘I tiq,.. o recent  anti-Israel
tions, the governnwent ane-
LR S nmuneed yesterday,

luneh in Zurich with the
Shah of Iran,

The Shah said I Israel re-
Giscard  at lunch MMonday;
pssired Hissinger that Iran
would continue to  sell il
to Tsrael despite its support
for the Arab caase,

The shah sald It Isrand re-
turns the Abu Rudeis oil
ficlds to Egypt as parl of
the new asreemenl Kissinger

hopes to negotiate, Iran
wonld make up Israels oll
deficiency.

Tran was Tsrael's chief sup-
pller of all hefore It eapiured
the cll flelds from the Binal
in the 1367 Arab-Tsraell war.
The Ysraclls now pump about
90,000 harrels a day from
Abu Rudels, enough for
gbout &5 per cent of their
needs. Iran supplies the rest,
A ‘Commercial Traussetion'

MWa have never really
baoycolted any country,” tha
Shah told reporters accormn-
panying Kissinger, “We think
that politics and commerca
are separate.

“Oinee the tankers are load-
ed, we don't mind where tho
all goes, It 1z purely & oom-
mercial transaction for ns"

1. 8. officlais said Kissing-

Adlai Ra@ "ih%m@&r

By Number

WASIHINGTON (AD') —
Sensle Hepublican Lender
Hogh Seolt szys 46 would

snve  considerable: eonfue
sionn I the Demwocralia
presidentiol candidales

were fssigned numbers,

Hep told the Senato yes-
verday this would enabla
the growing list of candid-
ales to be morve readily
identificd by the puhlia
“ng  they are not wel
Imown by naneg”

e TS R

er ‘Is planning to make a
study of other puaranices
that the Unlted States could
give Israel if it sgrees to
another withdrawal {rom
Seyplinn territory.

The shah also reaffirmed
that Iran would not take
part in any future oll em-
bargo agzinst the Wesk just
a= it abstalned [rom (he Arab
embargs during the 1973 war,
He mdded that an embargo
“would not work any mora
beczuse of the {remendous®
il stoclts nmassed in the
West

P

=

CHICAGOH ['H':l—‘w:L Adlal B, Stevenson 3d says
there is growing concern In the exeentive Lranch and
ammry hoth Republicans and Democrais fin Congress re=
parding Secretary of Siate Kissugers foreign poliey-

making.

In an Interview yesterday, Stevenson described Kise
ginger's mebhods as “egocenivic” and damaping (o the

epuntry's slnture.

“Tt's partly beprose of misinkes in the pasl hut very
lavgely beeauwse Judgments are not based on any careful
analysls, any wadersianding of Ristory or any input from
tha institutions of govermment that are supposed to bar

g gromade at a tourst bug
outalde  Jorusalem,  Istacl

gurgeons  hind to ampitnls
her right Yoo,

Miss Beplogle seomed ovar-
eome with emution 8z shy
was onrpiml atoned the slp-

Cilficiale sufd Mixs Replogle
woald be hospilalsed fu Jack-

sonvile for Davther treat-
menl.
e Tarpell  government

patd hes pedioal Lills and hee
fHight hooe.

Kissinger flew 1o Parls  fuvalviad in fnrnmtnhn;r puiim " Sievenson misi. |
, Yesterday  afternoon Aftol  pemrmemicin ey e s
= EEiT= e ————— T - — o —
¢
= I i 1
ﬁ%mg utee Due Home
: S AE
TEL AVIV (APY—A Florl- craft on a steelcher and did
da hich schoodl siudent who pot talls to Teporlers y A
lest Yar right leg afier being Tarlior she told an arin- N
swounded in 2 prenade attack  lance driver: "I ant happy o ey ~
on a buslead of Christmas ~go back home, bul T promise -~
pilgslims left for home today T will be here Azain! S b
vowing to relurn to Isveel She was serompanied on ,.)/
Defean Tteplogle, 17, of  the Bl Al Hight 1o Wow Yorl 3 4
Jarkaonville was  wounded by her parents, wha pscaped f- .
three days hefore Chrislas injury on the hus alogg with d
Whonan Arvab terrorist threw 14 other pilpilms, Y

I‘

]

Israel Returns
_UNESCO Aid

JERUSALEM (A5
Tsrnel bias returned p S3006
chiwwle to the 1, N, Vdiea-
Uonal, Sclentifie, ond

 Colturnl Orranlzution
UNESCO) to protest its
resohn-

The chwerls il boon send
to helpe pay for (he fnler-
national Pen Congress of
writers held in Jerusalem
Iast hmnih.

bRt o

An Israeli
'\Remembers
|Kissinger

JERUSALEM (APY —
{ Secrelary  of  State Kis-
i singer's phenomenal memory
for detalls helped zeeure last
year's disengagement pact
! between © Iseael and  Syria,
| say5 Ysraeli Chief of Staff
Lt. Gen. Mordechai Cur,
y Gur told the Jerusalem
Press Club yesterday that
when iisginger was negotiat-
ing between the two conre-
trles last May for an Isrzell
withdrawal around the eap-
tured Syrian town of Quenci-
tra, Rissinger hkept In his
i head: -
“Every ha't':-.n in Queneitra
and every hill, aud whether
it is B0 acres or B0 peores

of land, and exaclly whero

. villagog are divided in half

by the lines, and how many

! people live In each village

, And evenr in each building we

I

were 1alldng about.”

Sauci Arabia Aids UNESCO

BEIRUT, (AP)—S8audi

. Arabia has denated $1 mil-

lion to UNESCO to finznce
educationzl programs in
seven African nations, the

Baudi state radio reported.

He Warns U, S.
0f Arms Shortfall

! voted

‘l..he ¥

LANSING, Mich. (AP) —
The natlonal cemmander of
the Amoerican Lorion savs
the 1. 8. might have a iough
problem iF £ had to wage
a land ‘war in the next two
years.

James  Wharonseller sald
yesterday that Congress had
depleted the nation’s tanks
ind weapons slockplle by re-

| supplyving the Istmeli Army

after the last Mideast war
10 mainlain a bhalange of
power In the Alideast.

Fao wald Congressinen who
1w oald Jarpel should
alba act quicldy to resupply
AT iy

oot e
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BY WILLIAM R. LONG -ﬁjﬁhﬂA SN gE

LIMA, PERU (AP) = THE U.S. AMBASSADOR CALLED A NEWS CONFERENC
SATURDAY TO DENY THAT THE U.S. CENTRAL INTELLIGENCE AGENCY HAD A
PART IN THE DISTURBANCES THAT ROCKED LIMA EARLIER THIS WEEK,
LOCAL NEWSPAPERS HAVE ACCUSED THE CIA OF INVOLVEMENT IN THE
BURNING UF SEVERAL BUILDINGS, DEMONSTRATIONS AND WIDESPREAD LUCTING
UN WcDNESDAY. VIULENCE BROKE QUT DURING A STRIKE BY POLICE AND AFTEg

ARMY TROOPS ATTACKED A POLICE STATION THAT STRIKERS REFUSED TO
ALANDON,

A NEWSPAPER ESTIMATED LOSSES FROM THE LOOTING AT 30 MILLION
DOLLARS. OFFICIALS SAID ABOUT 100 PERSONS WERE KILLED IN THE
DI STURBANCES AND ABOUT 1,300 ARREST WERE MADE BEFORE ORDER WAS
RESTORED.

AMBASSADOR JOHN W. DEAN'wS DENIAL FOLLOWED A SIMILAR STATEMENT FR
M

THE STATE DEPARTMENT IN WASHINGTON. DEAN SA|D THAT ’=’«NEITHER THE £
A

NUk ANY OTHER AGENCY OF THE U.S. GOVERNMENT HAS BEEN INVOLVED IN ANY
WAY |IN THOSE DISTURBANCES.’a's

THE LEFTIST MILITARY GOVERNMENT OF PRESIDENT JUAN VELASCO —
WITHOUT MENTIONING THE CIA == CHARGED THAT THE POLICE STRIKE AND
DISTURBANCES WeRE SUBVERSIVE ACTION AGAINST THE SIX-YEAR-OLD w'..l'..-]li*--.

LIMA = CIA DENIAL 2
MUBS BURNED SEVERAL BUILDINGS, INCLUDING AN CFFICER'sS CLUB, PAHT

OF THE CITY?=S NEW CIVIC CENTER, AND TwO GOVERNMENT-=CONTROLLED .
NEWSPAPERS. THE U.S. EMBASSY ALSC WAS ATTACKED WEDNESDAY, AND
WINDOWS WERE BROKEN AND A JEEP WAS BURNED,

AN EMBASSY SPOKESMAN SAID U.S. OFFICIALS FEAR THAT CUNTINUED
ALLEGATIONS OF CIA ACTION IN PERU COULD THREATEN THE SAFETY UF AN
cSTIMATED 10,000 AMERICANS HERE, INCLUDING ABOUT 120 WHU WURK FOR
THE U.S. GOVERNMENT.

THE POLICE WENT BACK TO WORK IN LARGE NUMBERS FRIDAY AS CALM
RETURNED TO THE CITY, BUT NEWSPAPERS, WHICH ARE UNDER GOVERNMENT
CUNTROL BUT DON'=T NECESSARILY REFLECT GOVERNMENT POLICY, KEPT
PRINTING A BARRAGE OF ACCUSATIONS AGAINST THE CIA SATURDAY. THEY Hig

NOT PUBLISH WIRE SERVICE REPORTS OFTHE STATE DEPARTMENT’®S DENIAL OF
CIA INVOLVEMENT.

WITH THE RECENT REVELATIONS OF PAST CIA OPERATIONS IN OTHER
CUUNTRIES, INCLUDING NEIGHBORING CHILE, PERUVIAN SUSPICIONS OF CIlA
INVOLVEMENT HERE HEVE INCREASED. IT 1S KNOWN THAT SUCH SUSPICIONS
WERE ONE REASON VELASCO'=S GUVERNMENT ASKED THE U.S. PEACE COURPS’= 4
[ 3

MEMBERS IN PERU TO LEAVE LAST NOVEMEER.
(END)
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EDITORIALS _J+{E34 bt ), 4

LONDON (AP) ——= EXTRACTS FROM BRITISH EDITORIALS SUNDAY ON U.S.
FOREIGN POLICY.

SUNDAY TELEGRAPH (CONSERVATIVE ]
'2'2AFTER ALL THE TRAUMAS OF WATERGATE, ONE CAN UNDERSTAND THAT T
[ H

UNtich SIATES CONGRESS WANTS TO FLEX ITS MUSCLES. BUT ITS DECISION |
TO CUT OFF AID TO TURKEY BECAUSE OF THAT COUNTRY'aS ACTIONS OVER .
CYPRUS |5 FRAUGHT WITH DANGER.

''«WITH ATHENS ALREADY COMMITTED, IN THEORY AT LEAST, TO A hILIT

RY A
@

RUNDOWN INSIDE THE NORTH ATLANTIC TREATY ORGANI|IZATION, AND WITH
PUWERFUL ANTI=NATO DCMUNSTRATIONS N ¢ 15B0N, TriS5 IS5 NO TIME TO
ALIENATE ANKARA AS WELL. TURKEY 1S LINCH=PIN OF THE ALLIANCE’=wS
utUTH'Rh FL&x' AND THE ALLJANCE ITSELF IS STILL THE LINCH=PIN OF
WESTERN SECURITY.'ws’=

HE OBSERVER (INDEPENDENT):
2K SSINGER LEAVES WASHINGTON TODAY ON ANOTHER WHIRL“INMD
DIPLOMATIC TOUR AMID GROWING SIGNS THAT THE PROCEDURE FOR MAKING
AMERICAN FOREIGN POLICY HAS NOW ENTERED A DIFFICULT NEW PHASE. AFTE,

YEARS OF DOMINATION BY THE TwO CHIEF EXECUTIVE OFFICERS, MAINLY THE
PRESIDENT AND HIS SECRETARY OF STATE, THE CONDUCT OF FOREIGN AFFAIRg

IS NOW AGAIN BEING EFFECTIVELY CHALLENGED AND INFLUENCED BY
CUNGRESS. ..

='*UNFORTUNATELY, CONGRESS|IONAL ACTIONS SO FAR HAVE NOT ALWAYS B
N E

HELPFUL TO THE CONDUCT OF A SENSIBLE FOREIGN POLICY, OR EVEN TO THE

AIMS THAT THE CONGRESS ITSELF HAS IN MIND.
(END)
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fer ey PRLE
en bipartisan congressional lead-
ers \cathered at the White House for :

' ast Monday morning, they were™ .

braced for bad news about the budget
from President Ford but got some-
thing still morg melancholy: official

" The blue Monday breakfast started

Mr. Ford for $300 million in emergen-
ey arms aid to save Indochina. Gen.
‘George Brown, chairman of the Joint
Chiefs of Staff, said flatly what pre-

=

= . “wviously had been whispered at the
Washington’s apocalyptic view of the| pantagon: without additional arms,
declining Western World. V. cambodia will fall quickly. The situa-
 The meeting was ealled to brief the .- tion in South Vietnam is better, Brown
leaders on the budget being released ~ added, but extremely critical in view
that noon. -But before Mr. Ford re  of ammunition and fuel shortages.

vealed the horrendous $52 billion defi- - - Kissinger moved on to Europe. The
¢it, this frightening picture was paint- - congressional cutoff of military aid to

ed — mostly by Seeretary of - State '
' "Henry Kissinger: The imminent col--/
: lapse of, first, Cambodia and then:°
South Vietnam: the danger of Portu-
gal and Turkey leaving the North At--.
lantic Alliance  (NATO); a United °
‘] States unable to deliver on its com-

! mitments and, therefore, unable to ne-
. gotiate with foreign powers, e
Moareover, Kissinger clearly implied . :

. Congress, seeking all powers of gov- -
# ernment including diplomacy, is large-
: g ly responsible” for this state of af-

»,;Inira. The inférence: The Secretary .
! of State, undercut by Congress, had

“'mats and, consequently; his ability to

- ‘megotiate effectively. .

‘felt Kissinger, a consummate acfor, '-

! was laying it on a bit thick in a bid °

3 for support. But the debased value of

* a Kissinger commitment has become

Y a aeadaly serious- national problem.

With the lopsided Democratic majority

in the new Congress nbl.iﬁir]!:: to such

problems, i resses e White

House far 'w:;g%h. the highly pub-

licized confrontation over energy pal-

icy. N b
= ¥

i = i _In.-
= % 3 _*",,
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st his credibility among fellow diplo- ~ “p
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Turkey because of its Cyprus invasion,
Bffective at midnight Tuesday, was
described as an absolute disaster.
Those present believed Kissinger saw
Turkey disengaging from NATO, a
greater danger to U.S. interests than

. the collapse of the Saigon regime., -

What makes the possible Turkish
disaffection in the East induced by
Congress all the worse, Kissinger

that the overwhelmingly Democratic ~-went on, is the imminent Communist
takeover of Portugal in the West—de-

Tt

priving the U.S. and NATO of the
“yital Azores bases, Here, too, com
‘gressional hands are unclean, Kis-
singer implied. “The CIA can scarcely
rotect Ameriean interests in Portu-
gal while under congressional scruti-

. Some congressional leaders present ©

Kissinger even rtelated the dead

hand of congressional diplomacy to:

relatlons between the super-powers.
Contending that the Turkish aid cut-
off endangers cooperation with China
in the Intricate three-cushioned rela-
tionship with the Soviet Union, Kis-
singer said Peking wonders how it can
‘deal with a nation irrational enpugh
to consciously allenate an ally so vul-
nerable as Turkey.

Dr. Kissinger's lecture, delivered in

|

's'Blue Monday " = -

on the apparently hopeless request by -

. need for aid, the room was filied with

his. mild tone without vituperation, 1
senerated few protests or affirmations *
from the congressmen. When President

Ford revealed he is contemplating a ||
, bipartisan ' commission to visit. Viet-
nam to report back on the desperate

oppressive silence. “1 was just hoping
the President wouldn't pick me to go,”
-one Republican told us. ~ . '

Not much help is expected from
Capitol HillL In an overwhelmingly
Democratic Congress intent on forg-
ing its own way internationally with-
out regard to old-fashioned bipartisan-
ship, foreign policy is inereasingly
subject to constituent pressures.

An energetically ' mobilized Greek
American community was largely re-
sponsible for the Turkish aid cutoff.
Constituent pressure guarantees warm
congressional support for Israel. Im
contrast, there are no significant
blocs of voters to lobby for Cambodia,
South Vietnam, Turkey or the Arab
states. Congress has refused to re-
deem Kissinger's promises of aid to
the Arabs during his shuttle - di-
plomacy a year ago (with Democrats
on the House Appropriations Commit-
-tee this week assaulting proposed aid
for Syria). ainie T D

“1 had never seen Henry so down.”
one congressional leader told us after
the blue Monday breakfast, Indeed,
melancholia is  secarcely, avoidable
when this question is pondered: In a
dangerous world with Western power
declining and, Soviet power gaining,
how can the United States deal with |
the Soviet Union at the same time a
leaderiess Cungress Is running wild
with its own forei policy dictated
‘by the pressures of gomestie pollticg?

© 1975, Pield Eni Inc. E
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Russell Baker:

NEW YORK — The average
person. rarely meets |any
terrorists, except those con-

ected with the government,
and 50, in our ignorance of
,~them, we tend to think of them
as bestial and inhuman. This
probably does them a cruel
injustice. e

It is true that terrorism re-
quires its practitioners to be
unpleasant, even murderous,
to other people. But their mo-
tives are invariably kind, hu-
mane and even high-minded.

THE TERRORIST is a

believer in uplift. He believes
“in the perfectability ol man
and is prepared to kill you in
order to improve the world-for—-
oLt 2
3Ir!.!ll:ns‘tn\fl.ui,::rh:u;nur*.-‘u'.-. have a
_horror of sudden and prema-
.ture dispatch to the beyond,
even Nor the sake of improving
the pladet, and for this reason
we tendy to disapprove of
small-scale terrorism. This
distaste is intensified by the
fact that the noble cause for
which we are to be dispatched
often seems less than vital to

~ Giving Them the Wor

. In fact, there is such a vari-
ety of terrorists at work these
darsiumldlava.rietvn{gmd
causes that it is altogether
possible to be hied rapidly to
the grave without even being
aware of the good cause you

. died to promote.

If you travel to Northern™
Ireland you will probably
know that the high-minded
cause for which you are bomb- :
ed at your beer 13 either inde-

pendence from British rule or *
continuance of British rule, . .

but if you cross to London the
ground is trickier. o

Not long ago terrorists in a ., .«

passing car pumped bullets

gince there had been a spate o

-+ All through history,

- -displaced Arabs of Palestine

# v+ Governments, which are far
‘fand away the most vigorous
. L: practitioners of terrorism,

understand this human quirk.
When they make war they first
saturate you with official an-
- mouncements explaining that
i ‘you are to be killed for free-

i dom, or for the liberation from
i the ‘coils _qu imperialistic
| 'capitalism, or for something
“requally improving, and thenm -
they saturate you with bullets,

= fire and bombs. :
: people
'have tolerated terrorism when
;- Its purpose has becn ade-
* qguately explained to them, and

~into~a West End hotel, and ,“‘; ﬁ“ﬁﬂﬂﬁ:‘&ﬁ:ﬂg

bombings there in the cause of. “4%'reasons for American resist-

a better Ireland, you would ~
naturally have assumed, had *,
you been shot there, that it -

was to improve life on the
Emerald Isle. In this you
would have been wrong.

THE POLICE deduced that
since there was a Jewish gath-
ering in progress at the hotel,
the real point of the mayhem

ance to the Viemam War was
- the government's failure to
come up with an explanation
of which great humanitarian
purpose was being promoted
by the bloodshed.

~ Government error is not -

limited to the use of bombs
and guns. In places like Chile,
it embraces torture to create a
-society purified by release

from communism. In the Sovi-
et Union, it includes imprison-

ment in insane asylums to

create a world w all peo-'
ple can approacl] nearer to

paradise. ;

In the United Stajes, keeper
of police files on citizen activi-
ties, tapper of telephones,
opener of mail, one is never
aware whether Big Brother
Sam is watching or not, but is
nevertheless aware that if
one's name is on file at the
 FBI, or the phone is tapped, or
the mail is being steamed open .

* at the Post Office,-it is for a |
. wonderful cause — the preser- |

vation of individual freedom: &
Government * defense- - of
.these practises is the same as
the small-bore- ist's de- !
fense of dynamitipg helpless
ﬁple at tl'il: lunkh counter.
cause is toojnoble
lTost through i .t: £
What neither government nor
unofficial terrorist ever con-
cedes is that terror, besides
being so good for humanity,
also fulfills some dark human
yearning to give one's fellow

was to promote justice for the |

nlan the works.
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wiltiam F. Buckley Jr: The Coils "()Jf.'Détent(;l

Emtoi'&:ksun is in disre-

pute because of the refusal of Willy

B ot Cradiis mg whatever to do with . arms that makes this possible.

American ‘economic credits,

Hitlery-and pr;:r.czedéd' to do so0.”

. “cdnventional rate. And Kiss-
Brandt said that human

in the Soviet Union had - less in stopping the flow of

ackson and his col- is poli litik. So Congress stepped be-
{I:::E:'s ::m‘e pﬂl:l‘jnly ;:nldud h‘%ﬂiﬁ:{'ﬁﬁ has not com- tween Kissinger . and the
by President Ford when he -mented on is the failure of de- © -Russians and qa:smd that eco-
delivered the State of the tente —in Indochina, for in- nomic concessions to the Sovi-
Union address a few days  stance. What is hap in &t Union could not be made un-

after the Kremlin huffily an-
nounced that it could not be
to be forced into the
indignity of observing human
rights for mere money. No, it
would take a great deal more
than that to force a proud
leadership to renounce 1ts.
principled opposition to human
freedom. Vet :
SECRETARY of State Kiss-
inger of course joined Presi-
dent Ford in lamenting the

nam

nam

Indochina is that the Soviet
Union and the People's Repub-
lic of China have been hypo-
ing an already ravenous MNosth
Vietnamese Communist appe-
tite for taking over South Viet-

on a huge scale. Peace in Viet-

fruit of detente. And, for a

flickering moment, peace 1n
. Vietnam was understood as -
' meaning peace in Vietnam.

less the Soviet Union permit-
ted free emigration. But the
integrity of this humanitarian
impulse on the part of Con-
gress is suddenly clouded as
Congress sits by refusing to
appropriate the dollars neces-
sary to help the South Viet-
namese resist the advancing
Communists. Moreover, unlike
' thé Russian situation, it was
gstablished American policy
‘to help South Vietnam defend

with military hardware

was held up as the first

in’ itself against the Communists.
turn of events, and one can, in - - PRESENTLY, the Orwellian itse 1
a purely technical - sense, - meaning of the ;rhrase became .. IEENERE?‘;?:CUT in I-::'lf :!:1:_
understand, and even sympa- .. clear. It meant: American pledged military approp

thize with, a secreatry of state
who is trying to negotiate with ¢

a foreign power and finds him-
seit saddled with extrinsic
considerations by -Congress.
Because they are, of course,
extrinsic: that is to.say, a
Soviet- respects for human -
rightsis aspect of dex -
tente in any formal philosoph-

said he would make a pact. 2
with the devil to accomplish

h
Ik i R T g 41

military
Vietnam,
nothing else. If I were one of
_ those people who are always.
looking for excuses D label
Westerners as i
- -would use the Nobel Commit-
. tee as a prime exhibit. The
Nobel people qwar;iﬁh a Peace W
Prize to Kissinger an L pk
i sense-- Winston Churchill == for staunching the flow of +%H¢anwhd¢,-mduul_:t—.-lsml
sl Efﬂ?wbmmmm?iemm - strategists ohserve Congress
Gooks don’t count.
is Eﬁlé_r:.'tive (the defeat of = tinue et

b

- --rions to the South Vietnamese,
and in doing so accomplished
. more than the depletion of the
South's military reserves. It
has gone a long way to accom-
plish the demoralization of the,

withdrawal from’
and quite literally |

“racists,” I

slender a reed as the

Le Duc ™ " the United States. "~

They ‘con-
ughtered at the

to be; er South Vietnam to t

R T T

-

inger's diplomacy proves help- °

South Vietnamese, who find -
__that they were leaning on ﬁ' -

d ol - Vietnam.. What has. detente.|
“““backdrop for thé exchange of

“insouciantly pre amdmdeliw-.
Y etnan he North

e BT S sl R v S 4

¥ 3 .

e a7
viri >

Vietmnamese. t is the same

Congress that loted to imist\
on the right of Jewish emigra- ’
tion from the Soviet Union.
- The hyprocrisy is transparent,
< and no doubt the Israelis are
saying to themselves: there,
- but for Israeli intransigence
would go Israel. If the nited
States will not spend a pledged
extra $300 million to defend an
ally with which it fought arm
in arm in a great war, what
will it do to help vs, when the
going gets tough, and the con-
crete of isolationismy in the
.American spirit hardens?,
1, FOR ONE, yearn for the
days of the Cold War. Because
i international tensionis fun?
Mo, because international
tension is there in any case,
and it is healthy to recognize it
- @s such, in the senmse  that
realism is healthy. i
- detente is impacted  diplo-
‘matic hypocrisy. We're not:
spending any less on defense
on account. of detente, and
in fact we should be spend-
ing more. We < have‘ not:-
achigved freedom for Eastern
Europe. We have not' brought
peace with ,honor to South

 done for us except provide a

toasts between American
presidents and Communist ty-
L ¥ s Sy
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e / The Great Stak
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ARTS.~TI am Interested to read
In n book of politienl analysis
piiblished 42 years age: “No peo-
ple In the world hos the gift of
Infurinting Amerleans  quite so

miich ns the French, Whether in .

the field of soclal customs,
politles, or  business  methods,
they get the Amerienn goat with
monotonons regularity.”

For reasons that mnst have
much to do with national pavohol.
ogy and nlo  with the heavy
eirndn of ungalllo Englishness in
the UE, inheritanee, Lhea above
statement bs gt true todny—but
no truer then the fact that there
in n déep straln of friendship be-
tween the French and Americans
who eften—I0 nob always—think
of themselves as anelent allies,

The same book to which I re-
ferred, & lile-known study is-
fned in London, 1092 also said:
“The French koow their plsce
precisely. They do not merely be-
long to Europe, They are Turope,"

Palitical Heart

If one combines these bwo bnsln
Eenemlizations—both sl appli-
coble—one geis nt the politiend
heart af the present Franco-
Amerloan argument pbhont selling
Jet nireraft to NATO allles an Lhils
continent,

France's entry in the selling
eompetition B the new model
Mirnge F-1 (M-53) now belng
tested for the Maroel Dassault
avisiion eompoany, The U.8, entry
15 the General Dynpmles YP-16,
Both are single-enging and far
biyond supersonie,

Each hopes to gain oontracts to
stipply the next gencration of
fighters to Belglitm, Hollatd, Den.-
nerk and Norway, Wit sueh
ordors in hand, the victor In the
eonleat might g0 on to  supply
Iran nud ofher non-KATO cus-
tomers, ullimately eolleeting from
#15 billfon to $30 biHom In toinl
siileg,

Originally MNorthrop's twin-en.
gine YP-17T was competing with
the ¥YP-18 as a UB, selection

!

|

b

By C. L. Sulzbergt-lr

However, the Pentagon chose (e
latter, arguing It was cheaper aned
burned less [uel while nlfilling
all needsd milltary requirements,
Meny observers (necluding Gen,
Faul Btehlin, former French alp
chief of stafl who says the Ameri-
can  planes are more  offective
than the Intest Mirage) were sir-
Prised when the Pentagon backed
& single-engine pline,

Europe has developsd n amimplex
on these after the loss of 50 muony
F-104 Loekherd Starflighters in
training ctnshes. West Germany,
aboyve all, eould glumiy alter John
Donme's famous line to: “CGo and
eatch n falling  Siarfighter,”
Whatever the argument for favors
ing (he YP-10, the Pentagon Inst
i good deal of potentinl snios ap-
peal when §f shunied azide the
TF-17.

Becanse of the fmmensity of
tha potentinl eontract, tlicee lins
been vigorous rivalry over it bee
tween the Unidted © Bbiates - mpe
FPrancoe, When Stehlin tovored Wae
Amerioan entriles, he wos savagoly
excorinted by French erities

This iz now an veonmnle,
politleal, industeinl and  military
lssue between the two old allles
who have been “Infurialing” eochy
other In publie and falking tough
in private

Cuict Debate

Tha officin]l Proneh UWne—from
President Gineard o Eslaing down
through the Prime sl Forolon
Ministries—is that Europe must
be encoiraged to develop it cwn
acrospace Indostry witleh cannot
bo done If the Unlted Bioles
dominates the market, The offi-
cial T8, line 18 that Europe would

es Race

l

/ f-'lji’

_,n_g;';)r‘-""

Clwsd s e

) \\
g I'l I'\h{.
I’- iz £
aave money mnd Joba tinder speeind
denls to conatruct Amerienn fighit=
erg aver here and that we ire of-
Tering w betler, chenper Wi o,
Thin debate hns boon quietly
carried on by both povernments -
na contrnsted with publle propre
ginda debaled awl by politisal
mindlon  addeessed e Inteeegbed
leglstntors, Glsenrd 'nnd Predtdent
Ford discussed the matter at {helr
Martindgue meeting T8 hinn arisen
in diplomatic teb between UM,
and Freneh  represeniatives s

with the four NATO  conutrien
mimst  Ammedintely  involved  an
buyers,

Frante stresses la Buropeans
that, although 1t W no loneor
il member of NATO, the Freneh
"nre Europe” and wish to protect
It industry, nrmament and in-
dependenan, At the smme e
France siresses to the  Tnlied
States that it desfres to balld up
"Europe-—not “apainet Anierieon
but ns onn of two pitlars of Al
Inntiz defense (the other bl
Morth Amerfen). That fornimatiog

dates batk to President  Ten-
Ny,
The hopelul aspeet phoutl  Ehin

Enles vivaley 15 that 1L hoay't up
Bek & peeehit  Improvement
Franed-Amerlean  refatlons, “Tha
United Etates mny sometines wp-
poar “lnfuriated™ by i b
atatementa of Interestod porl oy
Just ez the Frenoh oo twibnees
the snvage atlacld on Stebitin far
discounting the valve of Fronora
clnimant in the stnkis race),

Yeb, despile all this, ss com-
petition heats up, Forelim Minds.
Ler Bnuvagnnrguea tald me with
quiet pzsurance: “Mong of this has
serlonsly  affected our relotions,
which are goed.*
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PAK I STAN -_‘h*“““-~m_

ROME (AP) == PAKISTAN PRIME MINISTER ZULFIKAR ALI1 BHUTTO FLEW IN
TO

ROME MONDAY FOR A 24-HOUR STOPOVER ON HIS WAY TO THE UNITED STATES
FOR A FOUR-DAY OFFICIAL VISIT,
BHUTTO WAS ACCOMPANIED BY HIS WIFE, FOREIGN MINISTER AZIZ AHMED
AMD JUSTICE MINISTER MERA| KHALID. (END)
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Wilsen Endorses U.S. Policy on Middle East

WASHINGTON, Jan 31 (AP, He sald that the Aiddie past  do not have fo gonvineg each
—FEritish Prime hinister Harold was fhe primary bomc of disgus- other on pringiptes, We can be
Wilkon  today emphatically en- siops he had had with President thoroughly  practical gnd there
dorsed the efforis of the Dnited Ford earlier today wins not one point of which we
faam to hm'ingt;buut. g poaot- Ho stated that he expecis to disagreed.”
pli-luhﬂ‘m of the Middle Basb  gioes the same problem when  He salfd that E%r. Eissinger's
= wisi i} th LR
: Wil asid st bl gow. 2= P U0 ::ﬂmd?:v“ﬁhm' ot o Rt 8
= ernment “fully supports  he eryiiing o pemg strangled Was “mis

ot ?;F'Emr;f ;It’.am'..c Hr:ur:f] IE-:- we can 1o help” pnderstood and sensationalized”
singer and we shall continue to ‘Very Eelaxed' Mo one Lhinks about going to

do so.” My, Wilson said his two dars war to reduce prices hut, Mr. Wik

son pdded “in & gitngtion when

The British leader made - this
stulement to an sudience at the
Yatipnal Press Club.

of telke with the President Were
sppry Tolazed ™ We had remars-
able discussions,” Be said. “We

one s fndeed strangied, such acts
iContinued on Page 2, Col.. 33
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! ‘prospects Tor & Cyprus smle-lwhu

Snectil 10 The Wew YW Fimm
| WASHINGTON, Jan. 31 — ment |
_!Ser.rvtnr:.' of State Kilssinger has
lmade tentative plans to meel
with the Greek and Turkish
Foreign Ministers arotnd Feh.
10, samewhere tn Europe, in an

1o set deadlines Tor

they are assured that signili-

k@inger May See Turks agzd Greeks

are now refugees,

But the United Nntinnsl
The pro-Greek Congressmen spokesmiin on Cyprus, Gmrgef
and Senalers. who have won Yacoub, sail &t 3 press brief-
mabrity backing in hoth houses ing alter the meeting today ﬂwtl
rurkish/the refugee issue had not been

aid cutolls, say that unless discussed. :
: The Greek Cypriote leader,

effurt Lo-spur progress AL DeZ0~ oyt Progress has heen made Glalkos Clerides, snid that hel

tiations over Cyprus, Stale D¢ g1 Nicosia, particularly on re- and
HECAES .o jpariment afficials said today, _
| ' . 1" They stressed that Mr.Kis. Greek Cypriote refugees’ dis- 8

|= M :
SUABEL & -BERCER plans. yece noj unlikely that they would rec- they

placed by Turks, it would e sume

wir, Denktash had not vet

ceitlpment of the bulk of the thken up the issue of a central
avergment. Beiore.the two re-

d their talks on Jan, 14, - - i
gaid in a joint announce-

rﬁmn:l but that as of HIHE‘ moment oomend an extension, Thase ment that the issue of the fune-
he plans te confer with FOrsign wha ted the drive to stop the tions of a central government

‘Minister Dimitri 5. Bitsios of aid charged that Turkey wasin a
Greece znd. Melih Esendel of using American supplies  ap- first
Furkey, possibly In Londan or-aressively, 10 violation of her!
iparis, oty his way to an alveady agreement with the . United
scheduled Naddle Easttour.* ’

Vr. Kissinger, Taced wiii the
{discouraging slow pace of the.
Jiatis inoacoris Bekwonn Stk S
fapd Turkish Cypriote leaders,

. Turks Rejept 3 Plans

Virtars | Asran

Cyprus Fighting Reported
States. - < | WicOSIA; tan, 31 (APY—
“Turkish  troops and  Greek
- Cyprinte _.‘F{UldiE:;;_ exchanged - a i
ity 8 _ heavy pinfire loddy near the! - "o
NICOSIA, Cyprus, Jan, 3M-— smerican-owned © Skourintissa - -

foderal state would be the|
iem on their agenda,

twas reporled tnday to believe The Turkish Cypriote leader, copper mines of western Cyp-

RSt e’ the probally must vy o, meet Raul Denktagh, said today thel rys,
- |with the Greeks and. Turks two! proposals *mades xib the’ °

' -
ot ool om

L 1 PR SR S ] = e . -'q_,

o F o el Tra gl ' i

{onoe aprin. fpeace talks’ here, on the re-
| Tomarrow Mr, Klssinger Is 1a opening of the Micosia inter=—
' lmeet at’ Lhe Stale Department.nztional airport and Lhe use ol .
with a group of Kepresentatives the  Famapusta’ spaport by the
ard Senators who have supports Greek Cypriotes, had béen re-

ed the Greck side. in distuss jected by his side.
ithe pending cutoffl of Amierican. There had been rumors that
imititary ail Lo Turkey, set for [Turkey would finally announce
wmidnight Tuesday migat, 4 long-awaited goocdwill pges-
a1 tnat meetlng, Mro Ris-ture, involving withdrawa of
singer will bring the others up Turkish pecupation troops from
Lo date on progress so far to-the Greek Cyprioie sector af
ward a Cyprus scttlement and Famagusta and the return tol
|ahoul his tentative plans toitheir homes there of the 45,000
meet again with the Greek and Greek  Cypriote  inhabitants,
Turkish leaders. Unless Con-j— ——
gress votes to extend the aid !
cutoff, all military assistance’
to Turkey must cease ol Feh. 5.}
Mr, Kissinger will argue that,l
some progress has been made
and that the cutelf would sat!
back, rather than advance, |

T ]
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ARAB EXPORTs OIL AND BIAS

AfL.AB BANKS ARE USING THE IMMENSE LEVERAGE GIVEN THEM BY THEIR
/YUMULATION OF PETRODOLLARS 7O BLACK LEST JEWISH BANKING INTERESTS

N LONDON, THE FiRM OF KLEIN WORT,BENSON EXCLUDED THE ROTHSCHILD
/40 ARBURG INSTITUTIONS FROM DNE (OAN SYNDICATION AT KUWAITY

DEMAND, UNDER SIMILAR PRESSWAE, THE FRENCH STATE OWNED CREDIT

LYONNAIS AND THEQMQUE DE PA2IS ET DES PAYS BAS EXCLUDED LAZARD
FRERES, AND LAZARD' AND ROTHSCHILD,RESPECTIVELY, FROM TWO INTERNATIONAL
BOND |SSUES FLOATED FOR FRENCH STATE RUN AGENCIES, THE FRENCH AND
BRITISH, TO BE SURE, ARE SO RELIANT ON ARAB OIL AND MANEY AS

® BE EXPECIALLY VULNERABLE 70 THIS KIND OF BLACHMAIL, IN NEW

YORK _MERRILL LYNCH PIERCE, FENNER AND SMITH WAS ASKED BY KUWIT
INTERNATIONAL TNVESTMENT TO BAR LAZARD FROM TWO TRANSACTIONS, BUT
MERRILL LYNGH REFUSED AND TH: YUWAIT! FROM W) THDREW,

IT 1S ONE THING FOR ARAB @ANMKS"NOT TO DEAL WITH ISRAEL . A STATE

OF WAR DOES STiLL EXIST, BUT IT IS A virRY DIFFERENT THINK FOR

ARAB BANKS TO ATTEMPT TO SQUESEZE NON |SRAEL EANKS OUT OF TRANSACTIO#¢
THAT HAVE NOTHING TO DO WITH ISRAEL. THE DEFENSE 18 OFFERED THAT

THE ARAB BLACKL ST DISTINGUISHES BETWEEN *’ZIONESTs' BANKS THAT
CDOPERATE WITH |SRAEL, AND BANKS THAT JUST HAPPEN TO HAVE BEER FOUIHJE:‘-.
OR BE RUN BY JEWS, BUT ARAB BLACKL |STERS ARE THE LAST PEOPLE : |
ONE WOULD TRUST TO MAKE SUCH A DISTIACT @N, IF THAT DISTINCTION WRE
VALID,WHICH IT 1S NOT, IT IS MORALLY AND POL !TICALLY INDEFENSIBLE

FOR ARABS TO EXTEMD BY PRESSURE THEIR OWN PRCTICE OF ANT! SEMTISM

MY R PRIVATE THIRD GOUNTRY INSTITIUTIONS, TO THE FURTHER CLAIM THAT
THE PUBLICITY GIVEN TO ARAD BLACKLISTING HAS ONLY MADE MODERATE
5Ly MG RS pees ¢

RABS MORE MILITANT, THE ANSWES BE UF COURSE, THAT THE ARABS WERE IN
FACT USING THE DREVIOUS CONDITION OF BANKING COMMUNITY

DISCRETION TO ENFORCE THE BLACKL!ST SENATORS JAVITS AND VILLIAMS
NITE THAT ARABS WOULD *EXTEND THE BOYCOTT AGAINST ISRAEL TO FIRMS
WITH ¢ JEWISH MEMBERS EVERYWHERE, INCLUDING THE U.S.’*, AND THAT

IS EFFORT FLIES IN THE FACT OF STANDING AMERICAN POLICY TO OPPOSE
SfCH RESTRICTIVE PR#CTICE?— THE POLICY |S EXPRESSED,FOR |INSTANCE,
E gean
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IN THE EXPORT ADMINISTRATION ACT, THE TWO SENATORS HAVE ASKED THE
APMIN|STRATION TO DETERMINE WHETHER INSTNCES OF ARAB RELIGIOUS
DISCRIMINATION AGAIIST AMERICAN CITIZENS OR CORPORATIONS HAVE
ACTUALLLY TAKED PLAGE, AND TO FRAME APPROPRIATE REMEDIES. CERAINLY
TH1S SHOULD BE DONE,

WH.T IS INVOLVED 1§ NOT MERELY THE OBJECTIONABLE FACT

THAT SOME ARABS MAY WiSH TO EXFORT A RELIGIOUS BIAS AS WELL AS O1IL,
T.E ARAB OIL EXPORTER:, EAGER FOR PLACES TO INVEST THEIR NEW BILL IONS
AIE PRESUMABLY ON THE VERGE OF LARGE FROSPECTIVE INVESTMENTS IN

HE U.S, THIS NATION,FOR ALL TS CURRENT DIFFICULTIES REMAINS THE
SINGLE LIKELIEST REPOSITORY OF ARAR PETHODOLLARS, WE HOPE ARAR
INVESTMENTS DO FLOW TO THE UsS. BUT WE THINK IT ESENTIAL AT THE )
QUTSET OF THE FLOW THA! ARABS UNDERSTAND THME NEED TO ACCEPT THE

LAWS AND TRADITIONS OF THC COUNTRY WHICH THEY WISH TO REVE IVE

HEIR INVESTMENTS, FOR ARABS TO FEEL THEY ARE FREE TO USE THEIR
FONEY TO ENFORCE THEI" OWN NCTIONS OF ETHNIC OR RELIGIOUS

RECTITUDE WOULD BE A SREAT MISTAKE ALL AROUND, (F THE EUROPEANS

LACK. THE POLITICAL WILL TO PREVEST THEIR ARAB FRIENDS FROM TRAMPL ING

ON THEIR TRADITIONAL VALUES OF F»IRNESS AND nscsuc'rqmﬁnlms SURELY
D0 NOT,

AD KAM
PAZNER=w=
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WASHINGTON.

The United Stales has never puu to-
gelher a coherent national poliey for
dealing with the oll exporting couniries
of ihe Persian Gulf. Instead, depart-
ments, agencies and private companies
have to fend for themselves.

The upshot i3 a series of crazy con-
{radictions which now seem {o surface
almost daily, The deal whereby a large
share of Pan American-is sold lo Iran
—a country that helped get the com-
pany in trouble by ralsing eil prices
In the first place—is only the latest
symptom of the trouble.

The biggest role in Amerfean policy
foward the oil-exporiing, or OPEC,
countries Is played by the State Dept.
under Hanry Kissinger, Kissinger
counts a5 his chiel concern the nego-
tiations between Israel and the Avabs,
He has practiced a subtle, two-pronged
policy designed 1o heep the Tblunt
weapon of oil apart from the delicate
talks of seitlement.

* W *

First, Kissinger las ealled on (he
monarchs of the Persian Guil—notably
the 8Bhah of Jran and King Falssl of
Eaudi Arabia—o wse thelr hiflvende
and maney fo urge unon the Arab
neighhors of Israsl a policy of modera-
tlon. To abel that tactie he has asked
other clements of the federal govern-
ment 1o be especially nice to the Saudis
and the Iranians,

i Becondly, Kissinger has tried to show
fhat i matlers bebween Israel and the
Arabs turn truly ugly oll would not
by the ultimate weapon, Hence his am-

sremmrammesmeirrsaesnesy BRIDGING THE GULF

blguous threats nhoul the possibility
of Amerlcan military setton if {he off
exporters (ried 1o Ustrangle” this coun-
{ry or Hs aMies. Jience, tog, his vavious
interpational and domestio smergy pro-
puzals to make this country and its al-
Nes less dependent on Aral ofl exporis.

This faney foolwork has been very
hard to foliow for the olher govern-
ment department most intimately  in-
yvolved—the Treasury  under William
Simon. Simen has becn rightly con-
cerned about the Impact on the coono-
mics of the 1. 8. and jts allles of the
huge ol price increases dictated by the
OPEC countiries. He worked for-most
of last year to force a break in the
price.

Dr. Kizsinger seemed to back him-—
but thal was only hecause Slmon's el-
foris ook the attention of the oil ex-
porters away from the Arab-lsvael
problent. When Simon's efforts col-
lapsed last fall, Kissinger walked away
as if nothing had happened. His latest
energy  proposals accept  the notion
that the world will have to live with
high oil prices for years.

The Treasury has also been respon-
gitile for holping to arrange orderly
and safe reinvestment of the surplus
sums  heing accumulated by the oil
monarchs. In keeplng with Kissinger's
be-nice approach, the Treasury has en-
couraged the oll exporters o reinvest
thelr surpluses here and in Burope and
Japan,

Bot now the Treassury has egg ail
over its foce heeanse at least one Arab
kingdom, Kuwalt, seems 1o be praclic-
Ing discrimination &gainst certain Jew-

Ish banlsg, But sl the Treasmry eduld
do wad {ry—ua Ifar In ynin—10 plant a
question which would eleit shorp erlii-
cismy Treom the President st a press con-
ferenee,

The Pentepen has  been  similarky
embarrassed. ln keeping with the be-
nice approach, the Defense Dept. has
vndeviaken & complete modernizalion
of the Snudi ormed forees, Pentogon
negolintors, as parct of the deal, wanlbed
a siipukilon whereby King Faisal

would andertalke not to .instilute an
oll embargo again.
Bul Kizsinger veloed thal idea on

the grounds it might humiliate the
King and orderved the Pentazon o glve
the Saudis whatever they wanted,
One of the things they wanied was §77
niillion - to  modernize their mnational
puard. Hence the program for paying
American mercenaries to Lrain a force
which will prolect the oil fields that
other Americans might have lo stlack
if it became necossary to make good
Kissinger's ambiguons threats of mili-
tary action.
* * »

The Tan American deal is more of
the same, Various parts of the governs
ment  raised  eguestions about Iran'z
owning a big share In the company. The
madin guestion was whether Pan Am
might not be more appropriately saved
by a merger with seme other American
company as part of a restructuring of
the whole airline indostry. But the
State Depl. felt It was more miportant
{o stay on pood terms with the Shah.

What all this means is that the 7. 8,
has not thought through systematically
the new kind of relation it wonts to
have with the OPEC countries. A basic
reconstderation of poliecy—In a forum
where somobody else hesides the Seo-
retary nf State has a valee-—is required,
Until that 1s done American polley to- .
wird OPEC will be a ramshacicde eol-
lection of incongrilies which nobody
can explain or understand. !




‘Weall think we know about the
Arabs these dove. They . are
vich, They are gélfish. They are

oil mondy bn éconontic develop:
ment projeurs theoughons the's

Arab world, from the Atlanriels -

-~ Eyen with riches gushing in, the

I 'Where the A

rab oil millions are b

a i i |" -.'| L i ' ’ o e
. In produeing mcreasing sinounts of oil | * -

Middle East still knows what poverty mea

eing spent.

. miultlateral aid, OF this, 7,600

million was bilnteral, of which
gix  CAFuD CpHipired | t8oudl
Arabild, Kuwhiy (e Undted Atal

ns

A R

w—
lirmes
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industrial dévelnqnmm.
Parbaps what has most sur

Frarisod e owarld sinte the arout

oll pelce incredas hus Lhel e

holding lh;ﬁindus:riul world to  to lthu Gulfi Iz hos done thiki,

‘rarsomh dy afe -callously  withour ideclogical discrimiva: = ThA A it ditng . o | Hmicites) Do, Ldbpd and Qatary eleely the capiivity of the prb- °

‘starving  the uhderdeveloped tian, and has been allawad to 0 s U WE ATE liguiddting our SENERES contiibuted B3 pa rmﬂ.Q‘Thln duking countrioh to gpend, Botl 3
Casmiglaiicd cotistituted over eight | gl thomsaived Bid on otherk

world to, death. They extort a
‘monstidis prige for their ofl
-and theh  have the nerve to!
demand political eoncessions s
(well, They are buying everything
An - Britaid i
Dalaee to British Leyland, dnd
iprobably: nim  te control the
‘whole world, Yer still thoy can-
ol spend  all thele  [H-pbtten
gakna, and - their  curifengy
rosérves #re a menace to the
iifternational Monetdry systen,

Atyone who thinks like that
would benefit lugely from an®
hour's conwversation with. Mr
Abdtatit Al Hamad, the Direc-
tor General of the Kuwair Fund
for  Ardb' Ecbinomi¢
iment, | hdppélied to liear him
peak  on “The  dew  Arab

tntlors " ar o meetiig in the
House of Commiaons last month,
and T wis 0 much Impressed

from  Buckinghai .

: Hational - produtt) of the Ara

Develop- |

gparate qulte indepondantly of
the Kuwalt = Governmént's'
foceign  policy—in  Iraq. and
South Yemed "o Well S ins
E:alurnucu and Jordad.

{=The first thing tof remember
dbout the Arabs is thit thare
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“Oil-producing

Oil-producing countries niust
be consulted over the recycling
problemn if funds are to be
smeothly abszorbed by the e
dustrialized countries, gaid Mr
Abdulatif  Yousef Al-Hamad,
director-general of the Kuwait
Fund for Arab Economic:
Development last night. There
should be mno  discrimination
horwenn oil mgoey  and other
anrplos  mwney  in the world
finuncial system, he sald.

Mr Al-Hamad, who was giving
his views on the BBC TV pro-
gramme Newsday, zlso insisted
thar, if the Woest wanted 0
discourage the oil producers
from obraining control over
sweyernsanct ™ industries, rules

rules on investment outlets

said he understood the indus-

f #) ;'J'(t
oay

- Tl 43.2. 7S

nations seeﬂ'

would hive to be set up about
acceptable Investment outlets.
The aim, he said, was * 10 try
to promote & sensible, vealisgic
and basically 2 business sort of
relationship with the industiial-
ized countries™, T oW S8 S
Once the West Liad agreed on
the right rules, the Arab coun-
tries * would tey tovwork accord-
ing 1o chose rules ™. g
Although Mr AlHamad was
emphatic on the need for a
rwo-sided ‘exchange of views, he

trialized countries® celuctance w

allow control over important
companies to pass. ine foreign
hands. ki T |

0

Warning by -
top banker
'of worst-

kY

T O
vet.
inflation ~~
Mr Walter Frey, peaeral
manaser ol the Swiss Bank Cor-
poration, said in London yester-
day that the gzold price would
rise rapidly if even a small per-
centage of Arab cil producers’
surplus revenue sntered the gold
marker " :
H= tald a Financial Times con-
ference on gold that Arab
interests had not so far sizanly

8

to value rial |
on' SDR rate"

Washington, TFeb ' 12Z.—Iran
has norified the International
Maonerary Fund (IMF) that the
exchange rate for its currency
‘is being ser in terms of the’
IMF's. special - drawing rights
(S01) rather than the Ameri-
 can dollar, viatef o <ot iy

IMF officizls =aid today they
were wairing ‘for furcther  in-
farmation from Teheran, bur it
was  understood. that.  the
Iranian rial would ‘be valued
initially wur 82.2425. units_ for
each. SDR. ol L

Previously the; exchange rate
for the rizl was 67.75 units 10

invested in gold. A period of
smable prices would, he sald, in-
crease Arab interesr in the
meral.

He said ofl producers were
becoming concerned sbout the
depreciadng dollar and were
shifting into other currencies.

He said these changes were:
Hmited because Furopean cud-
rencies lacked the porental w
serve as intermadonal reserve g
assets, and because European
govarnmenss would' fight u
ward  pressure - on - their
currencies. .

Mr Frey said the Soviet Union
had stopped selling gold sioce
the price receded from previous
high levels and would probably
not sell sizable amounts unless

the moved towerds $190 wo
5200 an ounce. :

The lowkey reaction o
American go legalizadon

would help future development
of the United States markes, he
added. An initnl boom would
have been fellowod later by n
rechnical reaction. which would
have harmed the markes:

Mr Freay said a new iaflacon-
ary pricespiral woueld be un-
leashed on the world in the not- |
roo-distant future, “ Tt will prob-
ably be worse than snvihing elie
wa have seen o far ", e naldl

He believed people wouid
driven o seek protection in zaid

Developments in the wesicru
economic situatien ia  past
months had clearly shown thers
was nowhere the * polides] con- |
seqsus required to fipht inﬂa:iau_\

%
e

niﬁ:q antly ".—Reauter,

the dallar (selling rate) and
67.50 (buying rate).

The SDR i valued in terms
of a basket of 16 curcencies
and it4 rate against any one of
thiese currencies, including the
dollar, chanzes daily ro reflecc
the relationship of currencies
in foreign exchange markers.
Swiss bankers puzzled: Swiss

hankers said they were puzzled |
by Iran's decision in: link the |

rial to the SDR rate iostead of
the doliar. L
A Teheran repert said the
decisicn was made to' safe-
guard Iran’s oil income, ™+ -

This would make sense only’
if oil payments were made in
gither rials or special drawing.
{iﬂh“i- the bankers gaid. -~
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Pexisc:

ISRAEL VICTORIOUS

forces in the following two

overcome Syrian and Egyp!

B e e

Even without a pre-emptive strike, Israel could defeat |
Syria in a onc-weck blitz and then destroy Egyptian i

Pentagon assessment of the military balance in the Mid
east. The Pentagon believes Israel would be able to

tems with TV-optical “smart” bombs, eleclronic coun-
termeasures and unpiloted decoy planes,
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LTATIONS CASH | Oil-Producing Countries

|
SURGIG IO U3, 5 Step Up Investing in U5

A e
Auprsclaled Peons
Gerald L, Parsky, an As-

__ﬂ
. s E
-HGGFDDI’HTE Control Not the United States in 1874,
they believed the actual flow of
from Arab nations and other (hapm as much as 50 per cent 4
idicate, and the inflow is almost $20-billion to $30-billion this 1 T -
1975, aceording to & number oil shle to oil-exporting nations
sp-catied petrodollars s gener-| with Arab officials said he
vear—same of it funneled se- sistant Secretary of Treas-
\pected to be invested directly

Continued From Page 1, Col. 7 SR
However, o number of execu-
Expected to Be a Goal | tives in the financial communi- .
T%nw of surplus oil m,,ll money from migmbers of the P e oy
= Organization of Petroleam Ex- ., - .{
i \
pil-producing  states was sub-  higher. &
stantially larger last year than . They also gaid investments of
certain to increase sharply in year, Petrodollars ae generally |
cﬂnl‘u:ncrc:ial hankt‘rs.l brokerage! for investment purposes. .;ﬁ. *-;
officials and economists. One New York banker who | -,'f'_i_% o
halieved the oil-exporting
ally favored by Government an-| gtates had invesied Abnﬁl 517-
alysts and cconomists, partly
cretly through third countries ury, discussed estimates of
i controlling large American —and that their fotal invest- petrodollar investments.
corparations.

billion this year. While the accelerating flow of

Analysls Now Less Fearful| :money was invested directly in
1y mdicated in interviews that ¢
enuts into the United States | oofine eountries might have
fficia] Government figures in- petrodollars here could reach | o 57 r
i i % 4 \_,f-’
e ”~ -
. ‘detined as surplus funds avail- & ; o
The heavier inflow of these has maintained close coatack
hiltion in the United States lust
\because such funds are not ex-
ments here could leap to $30- o onorpssional aide said a
This inflow provides capitel

Government intelligence  serve

Gerald L. Parsky, an Assis- . . : =
for use by the Government and| tant Secretary of the Treasury, 1% nad estimated that the to

tnl flowe of ol money into the

\American  businesses, rclicmsi acknowledged thal the Govern- United States last year was 20

pressures (particularly in the

# # ] ) ¥ .
mgg;ﬁplggrm" statistics Were| . “oant higher than official

but he said he

market for Treasury securities) Spoooht an estimate of $17-hil-| Government estimates of direet

jand helps the nation's balance jion

‘ef payments, Foreign demand during 1974 was “rather high.

lfor American debt and equity’

| 5 "
it investments. Mr. Parsky con-
n petrodollar investmeniss guaey that such an intelligence

| report had been recetved earlier

k He said he was unable Lo pro* 5o the year by {he Administra-
' .securitics also helps buoy the vide a reliable sstimate of i

his! ¥jan but said that it was not be-

markets in which they are awn that would include both di-
traded. | pect mnd unteperted invest
| ments, but he said the Treasury

lieved to be accurate.
Some high-ranking officials
| representing the nation's lar-

Treasury Sccretary Willlam | was compiling additional {nfor-, past and most powerful com-

E. Simon recently estimated
lthat about $1l-hillion in oil Another banker :
| | that the eil-exporting nations

might invest as much as £4-bil-

;(‘nnﬂ_nuud on Page 50, Column 1 |
than fourfald from their astis
mated 1974 purchases,

Another financial executive,
Eugene J, Sherman, a yice pros:

mation on such investments. | merical banks said they would
estimeted| discuss i

strodollars  only if
thew could remain ENONYMOUS
because thelr Arab clients were

| fion in stncks of United 5tates| wary of publicity about their
companies this year, up more {nvestment acliviliga,
w¥ay can be sure when vou |

read in the newspapers about
gomeone who says he s doing

| business with the Arabs that he

ident of Merrill Lynch Govern-j sn't dotng much,” said one of

ment Securities, Inc., said fie
expected the oil-exporting - na-
‘tions to buy at least $10-billion
worlh of United Statss Treas-
- ury securities this year, up {eom
lust year's estimated £8-hillion,

He and other executives said
commercial banks around the
world were saturated with
short-term petrodollars—that is
dollars deposited for hort peri-
pds which could be withdrawn
at almost anytime—and he cits
ed this situation as encouraging
imvestment  in _ longer-ierm
Government securities.

“The banks are up to here
with short-lerm money, and the
Eurodollar markets are pretiy
well filied up,” Mr. Sherman
gaid. {The Eurodollar, or Euro-
currency, markets comprise ac-
tivity in currencies on deposit
outside their country of orizin
‘The principal currency traded
in this rarket is the United
States dollar.)

the bankers.
The henkers sald that a few,
outright purchases by Arabs of|
American real egiste and equity
positions in United States con-
panies and financial institu
tions had sitracted widespread
attention but that they consti
tuted only a small percentape
af the petrodollar Investments
in this country.
| {.cmrﬂing to Mr. Simon, an
estitnated §G-billion of the
OPEC money that flowed into
| the United States last vear was
used to buy Government securi-
ties. He said $4-billion more
went into bank deposits, certifi-
| eates of deposit and other types
| of money-market paper, Less
| than $1-billion, Mr. Simon said,
i went for real estate and eguity
{nvesoments.
Most such investments are
reporteq in official Government
statistics, but other tvpes of :in-I

One problem, of courss, conld westments are difficule to iden-

he

the slowing of foreign in- tify, 1Lis believed, for example,)

vestment generaily in the Unit-

that some petrodollars are be-

ed States as a resull of a drop ing funneled inlo the United

in interest rates here,

Rimmer deVries, a vice pres-
ident of the Morgan Guaranty
Trust Company, said he expects
ed at least §15-billiun 1o &30
willion in inyvestments by the

iStates  from  couniries like
\Switzerland and West Germa-
|1 :

It's conceivable that some
,Tunds might be placed with in-
dividuals who aren’t aware that

ail-exporting  nations in 1he they should soport them,' said

United States Lhis year. e said
the flow was currentiy runnming

at an annuul rate of sbout $14- T¥ Affairs at the

billion,
Mr. deVries said e apreed

F, Lisle Widman, director of the
Office of International Moneta-
Treasury.
“Same purchases nre made thit
are not fdenlified as foreign

that larse amounts of unreport- purchases.”
ed oil money had flowed into
the United States last year, Tt
he said that mueh of i had
flowed right back o,

petrodoliars into  the United
States is being closely watched
by economists and financiers,
they pointed out that most of
the oil-exporting nations seem
to have made policy decisions
An serk widely scattered long-!
term investments in this coun-
try rather than aiming at direct:
eontrol of American companies,
There hive hean some noble
prceptions, like the recent com-
| mitment by Ghaith Pharaon, a
private Saudi Arabjan blsiness-
man, lo purchase a controlling
interest in the Bank of the
Commanwealth in Detroil.
Attempts by Arabs 1o huy
conteol of other, smaller banks
in San Jose, Calif. and Pontiac,
aich falled. The Kuwaitis,
however, have kought a small
\islumd off South Carolinu for
development ‘as a resori, and
tran Is Involved in Intricate ne-
wotigtions with Pan American

| Waorld Ajrways which would re-
. Csult in an leanian rescue of the

financially troubled girling.
Some money managers Siid
they foresaw the danger of uj
legislative wall being erected |
auainst  Arab funds in this
‘rountry.. AS R conseguence, |
thev said, the Arabs weie being |
| careful to keep most invests|
iments in any single company
| below 5 per cent of total own-
| ership. {
| The banker who said he be-
[tieved oil exporiers could invest
| s much as $30-billion in the
United States this vear said he
expecied that about 70 per cent
of it would probably fiow into
Government instruments such
{5 bonds and apency securities
fand that the rest would go into.
"hank deposits, trust programs
{and direct investments in equi-:
(ties, |
| Financial experts safd the
| Arab countries until now had
\been dealing largely with a
|handful of big commercial
banks — notably Chase Man-
hattan, Morgan Guaranty and
\First Mationnl City. Some ex-

pect the rumber Lo grow this,

year, however.
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ECONOMIC WARFARE

WHILE SOME ARABS TALK SOFTLY ABOUT COMING TO TERMS WITH |SRAEL
OTHER ARAB INTERESTS ARE SHOWING NO HESITATION [N USING THEIR
NEW FOUND FINANCIAL POWER FOR UNABASHED HARASSMENT OF FIRMS AND
INSTITUTION BELIEVED SYMPTHETIC TO I[SRAEL.

MORE DISTASTEFUL EVEN THAN CURRENT ATTEMPTS AT MONEY MARKET
BALCKMAIL 1§ THE APPALL ING WILLINGNESS OF SOME OTHER

WISE DISTINGU!ISHED

EROPEAN FINANCIAL INSTITUTIONS TO CAVE IN TO ARAB DEMANDS,

INVESTMENT CONCRENS OF SEVERAL ARAB OlL PRODUCING COUNTRIES ARE

REFUSING TO PARTICIPATE IN INTERNATION UNDERWR!TING SYNDICATES

UNLESS MECMANT BANKS CONTROLLED BY JEWISH INTERESTS ARE EXCLUDED

SINCE THE FIRMS ON THiS APPARENT ** BLACKLIST'’ ARE AMONG THE MOS| |
PROMINENT INTERNATIONAL UNDERWRITERS THEIR EXCLUSION COULD SHATTES |
THE NUTUAL RESPCET ON WHICH THE WESTERN BANKING COMMUNITY DEPENDS.
AFTER INTIALLY SUCCUMBINEC TO THE DISCRIMINIATORY TERMS OF A

KUWALT INVESTMENT COMPANY FRENCH FINANCIAL AUTHORITIES

WISELY RECOGNIZED THE IMPLICATIONS OF THEIR EARL'ER APPEASEMENT
AMD POSTPONED ONE OF THE CONTROVERS|AL OFFERINGS. WEST GERMAN
FINANCIAL INSTITUTIONS HAVE APPARENTLY REFUSED TO ACKNOWLEDGE

THE ARAB PRESSURES AL ALL AND THUS FAR NO UNITED STATES SYNDICAT:
HAS YIELDED, BY CONTRAST IT WAS ASTONISHING TO FIND ONE OF LONDO!
LEADING BANKERS CLAIMING THAY HIS FIRM WOULD NOT RESIST THE

ARAB DEMANDS SINCE ME SAID THE WORLD F| NANCIAL COMMUNITY HAD
BECCME POWERLESS BEFORE HE ARABS® NEW WEALTH,

BLACKMAIL SUCCEEDS ONLY IF THE INTENDED VICTIM LETS 1T SUCCEED,
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T0 GIVE IN TO THESE UGLY AND DISCRIMINATORY DEMANDS WILL ONLY |NSURE
| EVER TIGHTER ENTRAPMENT !N THE POLITICALLY COERCIVE USE OF ARAB
OIL MONEY,
oee UNDER REVIEW
| REPRESENTATIVES OF THE GOVERNMENT OF THE ARAB LEAGUE ARE SCHEDULET
TO MEET IN CAIRG LATER THIS MONTH FOR A PERIODIC REVIEW OF THE
OLD ARAB BOYCOTT AGAINST ISRAEL. EVER SINCE THE START OF JEGGSH,
SETTLEMENT IN PALESTINE NEIGHBORING ARAB REGIMES HAVE ATTEMRTED -
TO ENFORCE ECONOMIC SANCTIONS NOT ONLY PROHIBITING THE MUST ROUPH
CONTACTS BETWEEN |SRAEL AND THE ARAB STATES BUT ALSO ATEMPTING
TO EXCLUDE FOREIGN COMPANIES WHICH INVEST IN ISRAEL! VENTURES rROM
SIMULTANEQUSLY DOING BUSINESS IN THE ARAB WORLD, OVER THE DECADES
THIS BOYCOTT HAS OFTEN SEEMED MORE OF A MONUMENT TO FUTILITY
THAN AN EFFECTIVE ECONOMIC WEAPON, INDEED T FORCED THE ISRAELIS
TO DEVELOP THEIR OWN SCONOMY AND INDUSTRIAL BASE MORE RapiDLy THAy @
THEY MIGHT OTHERWISE HAVE DONE,
IN ADVANCE OF THE CAIRO MEETINGS THERE ARE SIGNS THAT SOME ARAE
LEADERS THEMSEVES REAL1ZE THAT THEY HAVE OFTEN SUFFERED MORE FROM
THE BOYCOTT THAN HAS |SRAEL, CHASE MANHATTAN®S MIDEAST MARKETS
[NEWSLETTER QUOTES ONE ARAB PLANNER IN SAYING THAT BOCOTT RES-
*’ SHOULD NOT BE ALLOWED TO INTERFERE WITH THE RAPID GROWTH OF

INDUSTRIALIZATION AND THE IMPORT OF TECHNOLOGY WE NEED TO BUILI
OUR INFRASTRUCTURE®'®,

SINCE THE OLD SANCTIONS RETAIN SYMBOLIC IMPORTANCE TO THE ARAE
WORLD OUT OF ALL PROPORTION TO THEIR EFFECTIVENESS IT IS5 UNLIKELY
TAHT THE BOYCOTT WILL BE ABRUPTLY CALLED OFF -~ AT LEAST UNTIL FAR |
MORE DIPLOMATIC PROGRESS HAS BEEN MADE THAN IS NOW IN SIGHT, |
BUT A SIGNIFICANT EASING OF THE BOYCOTT’S TERMS AND GREATER
fag’f FLEXIBILITY IN ITS APPLICATION WOULD GIVE HESITANT ISRAELIS A

SIGNAL OF NON BELL IGERENT INTENT IF THAT IS WHAT THE ARB STATES |
e WISH TO INDICATE AS SECRETARY OF STATE KISSINGER®S HENEWED .
DIPLOMATIC EFFORTS SHOW SOME INITIAL SIGNS OF WORKING TO4ARD

A SETTLEMENY . MOR DIRECT TO THE ARABS® OWN SELF INTEHEST

RELAXATION OF ANACHRONISTIC RESTRICTIONS WOULD GREATLY SPEEU T

PROCESS OF DEVELOPMENT TO WHICH THEY SO EARNESTLY ASFHIE,
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IN WASHINGTON WILLIS W ALEXANDER EXECUTIVE VICE PRESIDENT OF
THE'ANER | CAN BANKERS ASSOCIATION SAID THAT THE ABA DEPLORES ANY
MOVE TO EXERT ANY PRESURES ON BANKS DOING BUSINESS IN THE
INTERNATIONAL MARKET WHEN SUCH PRESURES ARE BASED ON RACE
CREED OR NATIONAL | TY.THE ABA WOULD MOST CERTAINLY URGE IN THE
STRONGEST POSSIBLE TERMS ALL ITS MEMBER BANKS TO RESIST ANY SUCH
PRESSURES WERE THEY TO BE APPLIES.
WHILE WE ARE NOT NOW AWARE OF ANY SUCH PRESSURE BEING APPLIES TO

AMERICAN BANKS WE WOULD CERTAINLY STRONGLY RESIST ANY SUCH
MOVE BY ANY GROUP ON EITHER A NATIONAL OR INTERNATIONAL SCALE. . |
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Saudi Training Deal
Probed by Senators

Washington, Fel. 10 (AP)—Chairman John C. Sten-
nig (D-Miss,) of the Senate Armed Services Commitiee

began an inguiry today into & Pentagon contract with a

men protecting oil fields,

Stennia  zaid  he had asked
Seeretary of Defense  Jumes
Schlesinger for an explanation
after dizclosure of a 877 million
Defenge  Department contract
with the Vinnell Carp. of Luos
Angeles,

Vinnell is reeruiting former
1.8, 8pecial Forees saldiers snd
other war vetersns for a'1.200-
man force to zend to Saodi
Arabia,

tagon spoliesman, said that the
Vinnell, Corp. would train the
Sandi Arabian Natienal Guard
forces for “general internal se-

M private eorporation to train Saudi Avabian national guards-

curity” az well 85 for protection
of oil fields,

Stennis told reporters he had
not heard before of any Defense
Department contract with n pri-
vate corporation to train mili-
tary forces of a foreign country.

“Tt raises gquestions,” he eaid.

Etennis declined further eom-
| ment before learning “the facta™

k | But he =aid he understood that
Maj. Gen. Winant Sidle, Pen- |

the contract was legally bazed on
the Foreign Mililary Salea Act, o

part of the U.S. foreign military
dasmslance program.

Simon responded to crltie'.s‘:_n
by Democrats on the Senate Fi-
pance Committes. They had ques-
tioned whether the urgency of
the enerpgy situation was
gufficient to  justify FPresident
Ford's imposition of a §3-a-barrel

oil import fee or his goal of cut-|

ting U.S, consumption by one
million barrels & day this year
and two million & day by 1977,
The commities will report out
for Senate action this week a bill
gimilar to one approved over-
whelmingly by the Houze last
week that would sospend £he

import-fes boost for 80 days. The |

Senple 15 expected to pnes the
measure, bubt possibly by less
than the two-thirds majority
needed to override an expected
presidential veto.
“Kmife at Our Throat™

Simon charged today that the
bill “replaces leadership with a
vacnum,” adding that each day of
pdditional delay drains our
strength and . , . leaves the
OPEC (oil-producing) nations
with a knife at our throat.”

Democrats appeared skeptienl
of Simen's insistence that the
situation was o eritical that he
had recommended the President
acl under emergency procedures
swithout the public hearings re-
quired for such moves,
i Sen, Walter F. Mondale (D-
Minn.) said diszoveries of new

, _,? = 2 .
Energy Crisis Perils
U.S. Security: Simon

By JEFFREY ANTEVIL
Washington, Feb. 10 (News Bureaun) — Treasury
Seeretary William E. Simon said today that the nation’s
energy problem would be resolved by the end of this
decade. But emergency action is needed now because of
the threat to national security from the country's "!,remen-
dous and growing dependence” on foreign oil, he said.

energy =ources had soaved snd
consumption had increaszed at a
mueh slower rate since the 1973-
74 oil embargo. As a result, he
said, the sitoation may not war-
rant Fords “immediate and
abrupt” move on import fees,
which carries danger of renewen
inflationary p]rressum and in-
ereased unemployment,

Sen. Floyd Haskell (D-Colo.),
apreeing with Mondale, zaid it
was “not unreasonable to ask for
80 days for the Congress™ to
congider the effects of the admin-
istration program and alterna-
tives, Haskell said it was “a little
bit disingenoous for the
administration to say that Con-
pross has done mathing in the
erergy situation” when the
President had vetoed a sweeping
mandatory conservation and price
vollback bill pazsed last year and
had opposed other measured in
Congress that he considered too
far-reaching.

Simon appealed glso for Senate | -

approval of a House-passed bill
raising the federnl debt ceiling,
which is to revert to its perma-
nent level of 400 billion on April
1. Simon warned that the present
decline in interest rates may not
gontinue  unless Congress  joins
the resident’s offorts to “impose
strony  discipline on fedoral
apending,™
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Talking

Sometime in March, unless pres-
ent plans go awry, the cil consumer
countries will sit down and talk to
the oil producing countries to see if
a deal of some sort is possible. The
first purpose of the meeting is to ex-
plore the myriad interests and ob-
jectives of the participants, Ob-
viously there is no way to resolve all
interests and objectives in one giant
deal, but there is & real chance of
separating out those interests that
are not divergent so that smaller
horsetrades can be made,

Unlortunately, most people in
Washington who should be con.
cerned with these talks are so du-
bious about their prospects that
there is little serious planning afoot.
Only Secretary of State HKissinger is
ploughing shead. And while his
heart is in the right place, the plan
he has laid down for consideration

the il consumers, which would
then have to meet with the approval
of the oil producers, is so compre-
hensive as to be totally unrealistic.
It will fall of its own weight and
complexity, which is almost cer-
tainly why the French and Germans
have not eritieized it knowing the
Kissinger horse is already dead.

The Kissinger plan calls for set.
ting the price of oil at around $7 or
8 a harrel, guarantesing OPEC thal
price even in the event that an oil
glut occurs in the future. This would
encourage investment in new forms
of energy, says Mr. Kissinger. If
OPEC agreed, he says the United
States would be willing to talk about
“indexing” the price of oil so that

price would move up in relation
to some standard of price measure-
ment, so OPEC is protected against
inflation. There's talk of investment
guarantees in the plan as well as
supply guarantees, and this, that
and the ather,

The idea of a floor price for oil is
solid evidence why the Stale Depart-
ment should not make economic nol-
icy, but stick to war, peace and de-
tente. To make it work, every major
country would have to sign a bload
oath not to buy oil at less than that
price from now on. The agreement
would not be believed even before
the ink was dry, which is why there
won't be such an agreement, Nor is
a commodity agreement either nee-
essary or desirable. But Mr. Kissin-
ger gets high marks for trying, and

is conciliatory approach js correct,

What he should be doing instead,

o OPEC

and what Treasury Secretary Simon
should really be doing, is thinking
bigger, but in less detail. What the
U.S. would like to get out of these
talks is a lower, stable price of oil.
Not a ceiling price or a floor price. A
lower price. We do not know pre-
cisely what the chief interest of
OPEC is, this being the merit of
having such a discussion with the ol
producers, But we imagine that high
on its wish list is & more stable dol-
lar, since that is the chief currency
it is paid with and because the dollar
is also its chief reserve currency.
The OPEC countries have been
going slightly crazy as they've
watched the dollar slide downhill on
the foreign-exchanpe markets,

These twa interests alone should
be the sole focus of the March talks.
They are not mutually exclusive,
which means that a horsetrade js
possible, The United States wants a
lower and more stable oil price;
OPEC wants a higher and more sta.
ble dollar price., Also, the United
States also benefits from & more sta-
ble dollar, and OPEC gains from a
more stable oil price,

Washington needs to be thinking
not in terms of grand designs, but in
terms of trading material. What
would OPEC demand in exchanpe
for & 31 cut in the price of oil? What
would it demand for a §2 cut, or a $3
cut? What would the United States
be willing to offer that might give
OPEC nations mora confidence in
market and finanecial stability ?
Elimination of the President’s tariff
and excisetax plan? Investment
guarantees? An indexed financial
asset? More voting power for indie
vidual OPEC nations in the Interna-
tional Monetary Fund? Status in the
World Bank? Standing in any recon-
stituled monetary system? Are any
of these things Washington ought to
offer?

While Yankees supposedly have
a keen eye for such trading condi-
tions, we don't see any signs in
Washington that such questions are
being carefully weighed. Only the
West Germans and the French, who
are playing their eards very close to
the vest, offer any promise of lead-
ership for the consuming couniries,
But they simply do not have the
trading material available to the

l;
|

United States, Unless President !

Ford lights a few fires in his Cahi-
net, the March talks with OPEC will
be an embarrassment to him,
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Compromise Seen Near
On Oil Price Floor

Paris—A compromise between Euvropeans and Ameri-
cans on Secretary of State Kissinger's proposal to {ix a mini-
mum floor price for oil on world markets appeared to ba
in the making here vesterday at a meeting of the new

- 18-nation International Energy Agency governing board.

Under the compromise, the energy agency, reprezenting
the major oil consuming nations of the world, would agree in
principle that a floor on oil prices is desirable to promote
investment in allernative energy sources such as nuclear
power, but that any specific fixing of a {loor price must
awail a conference between the oil consumers and oil pro-
ducers, expecled to take place after the middle of the year.

The American proposal has run jnto heavy opposition
from the Europeans and Japanese because thev are more
“heavily dependent on imported oil than the U.S. and would
be less concerned if oil prices were suddenly to plunge {rom
today’s heights, The Kissinger proposal, on the other hand,
is based on the idea that those who invest in alternative
sources of energy have to be protected from sudden return to
cheap oil if world dependence on ¢il is markedly diminished.

Kissinger Plans 2d Trip’

Secretary of State Kisinger plans to retum to the Mid-
east within weeks to work out the deiails’ of an Israeli-
Egyplian disengagement if his “expleratory™ trip next week
issuccessful, officials said late yesterday.

If the mission fails, however, it will mark the “last run"
of Kissinger's step-by-step approach to an over-all settle
ment between Israel and its Arab neighbors, newsmen wero
told at the State Department, While Department officials did
not claborate about the consequences, President Ford has
said publicly that the next diplomatic move would be a re-
sumplion of the Geneva peace conference. At Geneva, the
first issue would be whether to seat the Palestine Liberation
Organization—a controversy which both Kissinger and the
Jsragli government have been seeking o defer as long a8
possible. ‘

Kissinger takes off Sundzy night with plans to tour Is-
rael, Egvpt, Syria, Jordan and Saudi Arabia in one week's
time and then make stops in Geneva, London, Paris and
Bonn [or talks with officials there,

Yesterday, Kissinger and President Ford conferred with
the ranking members of the Senate Foreign Relations Cem-
mittes and the House Foreign Affairs Commitice to press
their request that Congress restore U.S. arms aid to Turkey.

Arabs to Aid Lebanon

Arab countries have agreed to give Lebanon S62.000.000
worth of surfoce-to-air missiles and other weapons lo bolster
jts southern border and $28,000,000 to rebuild border lowns
destroyed by Israeli raiders, sources in Cairo said yesterday
after a meeting of the Arab League defense council.

The semiofficial Cairo newspaper Al Ahram caid the
arms also will include antitank missiles and torpedo boals. 1t
caid the defense council had made the allocations “as the
first step in a shori-term plan to bolster Lebanese defense”
against lsracli strikes. —
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Oil Users Pushing Exports to Mideast|

Discount Rate
Cut to 5%2% by
Bundesbank

Purchasing by | Central Ban_k Rates Compared

2JinFPar Cent e izl
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Producers Is | || SRR,
Seen High | :

By CRAIG R. WHITNEY
Spaclal 10 The New York Tines LY i i e e
BONN, Feb. 6—A chartered -m'__j"** ’,'"“"‘*A‘
plane full of German husiness. 1%-34

men lands at a desert airport SETHERZAN

in the Middle East. After two
or three days of negotiaiions
and deals, billions of petrodal-
lars flow back to West Ger
many in exchange for technol-
ogy, heavy machinery or mafn-

FRANKFURT, West Germany, A
Feb. 6 (Reuters)—The West -
German central bank said to-
day it was cutting its distount 2
rale to 315 per cent from 6 per ;
cént. It also lowered the lom- R |
*Bank rate of 8% plus bard rate to 714 per cent from 8 =,
. penally rate of 3.5% per cent, effective tomorrow, ) B

The lombard rate is the rate at
which banks can burruwl
against securities. The discount! —

ufacturing plants. rate is the rate at which banks! )
J. The scene has taken place at. e ek VS 1T con borrow money against bills] - ol
iileast three times in less than'a : = Teran | £ : |as security, f
Jyear—and the Germans are hy QUCiNg  countries £3.6-billion| ‘All the major Western indus- The bank last cut both rates|
no means alone in the competi-|Worth of goods, - |trial countries appear to 11au¢;b3,r cne-hall of a percentage!
jjtion for the new wealth of the| “We almost sold as much “‘iﬁéﬂ?“”“;‘,ﬁ;‘f““’",‘f;d‘“iv““{’[{;'?“}"* unLDEc, 20. < 1l
oil-exporting nations, g th bed n £re b n a statement after the Bun-
I Thﬂpﬁermgant like the Amer- :’;Hnurlﬁﬂfts:ﬁ;r ;;T* I;:grtii::'pc;;h- paagen increase in wealth held desbank's ~Central . Council

Ieans, the French, the British, wedder, State Secretary in the EE‘; tgfaf:_fig P Tg%?-uc;;:}n};]]i: Lgﬁ!ﬁi i?ﬁ:?nﬁ;ﬂ;ﬁ];:&d [;Ta;;dff;;
and other major oil-cansumers, Economics Ministry. “They BUY €8 1-billion worth of s lﬂ'éasjﬁg L iy
are finding that the market for everything and anyﬂ'}mg . |thé member nations of the Or-| Monetary conditions for the!
their exports in oil-producing chemicals, fert:]lza:n otl refin- ganization of Petroleum EX-leconomy will thus be eased
m:rl.:_ntrmjs.tt is ?]wch bigger than eries, steel ptants..' 1 _|porting Countries last vear. Iwithaut putting into jeopardy
anyane had thought. | Iran sold SL.2-billion of ol wy, took a small plane full of further success in its fight!
 Despite an  $8.5-hillion oiljand carpets to the West Ger-lpusinessmen to Saudi Arabialagainst inflation, it added. '
bill last year, West Germany mans last vear but bought|) o November,” Mr. Rohwed-| The Bundeshank president,
ran up a record (rade surplus of nearly $1.1-hillian worth - of {

-{$22-billion and sold the oil-pro- German industrial goods, Cnntinuﬁﬁragﬂﬁﬁ:niumna ‘Continued on Page 43, Cqumn!i .——7
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[ Kiel Harbor, West Germany, Exports to oil-producing countries by West Germany were $3.6-billion last year, i
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il C onsuming Nations F indiné
New Export Market in Mideast
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Continued From Page 39 man color television system to

: the Shah," id. “He decided
der said. “We were told wi - Shah," ke su dec

i . {to buy the French system in-
*|were No. 31 in line. 1 think the'siead " when [Premier Jacques]
saudis are being overwhelmed Chirac went on a visit."
:'};r[ﬁeu from &l ‘over thef The Germans will pa building

c jone of the world's largest pe-
The plane which carried 17 troloy fineri 1
West German industrialists wa5| ver ol ineries, two nuclear

power plants and an SR00-mil-
chartered by the Goverhment lion imi and steel works. on
at a cost of nearly $30,000, lthe Persian Gulf at Bushir, if
West Germany, for example, \present plans g0 through hut
gets the largest share of its ol there are still many problems,
from Saudi Arubia, and in re. Another delegation of 40
turn Germian technicians are German industrialists flew to
I:ruilding an airport in the desm-caim recently to seek business,
near Jiddah and have made a “For us,” said Karl-Otto Piih]
deal for a Daimler-Benz truck], official of the Finance Minis.

factory there, ition sl 7 "p. € OPEC (Organization|
Although the competition is o Petroleum Exporting Coun-

R

Lntemfe. the Geercllmn econnmmtriesj are becoming a very im-
eavily orient to exportportant  markes, The OPEC
markets and specializing in/share of our total exports isl
such things as selling entire in-| now about 5 per cent, up from
dustrial plants abroad, has been|2 or 3 per cent a few years
articularly WEJlfsl.r:iLEli[ to s;v ago." !
fying demands from large de-
v npﬁg il :nun:ri-:sl such Aa}a ﬁ::PEC I:“]:I ?P;';ﬂﬂt i
Iran, Nigeria, Venezueln and Al- [nAy not sound dramatic,
l-gm;_ e but Mr. Pohl added that the
itain's Ti Secretary. Pe.|Unite tates, which wsed to
ter Shors, e st T ci{oEY Sbost § per ik e, o
from a Ihrieeﬁday trip to Teher- G€rmany’s exports, is now buy-
lan_ with_a $1.2-billion trade 12 i s e
ipackage. Britain will electrify a ©€nt to per cent as the econo-
Eraﬂmad and build 15 cargo/My slumps. “OPEC is now al
e e most as important to us as the
ships under the agreement, {United States," he said
American exports to the oil ! ;

; ; | The oil-producing countries!
aﬁdﬁ:ﬂﬁ?fg?? B0 per cent considerably in their abili-

ty to absorb imports. But Mr,|
Resulis Not Yet Known Pohl has -been an articulate
The results of the Movember SPokesman far the idea that the'
trip to Saudi Arabiz are not consumer nations can effective-
known yet, but Mr. Rohwedder ¥ 0ffset much of their oil-pay-
said the businessmen and the ment deficits by selling indus-|
Saudi ambassador here, J;tmi[lér‘:] products to the oil export-
Timi i s
.:;I;%aléatnihew;[llld ff lmi;ufﬁégf;- He and others here say this is
to tally up. “They were rather Preferable to the sort of mass|
tight-lipped  and suspicfuus.“|hﬁ3"'“g up of German 1:En:!ustr:-f
one participant said of the|thal seemed to be under way
Saudis at the end of last year. Jran,
“We do business almost H_‘|whmh had already bought 25,04

erywhere,"  Mr. Rohwedder,,,. i parl
ﬂ%r “but some of the deals are i”uﬂﬂéi‘r ::?ﬁg of D';?nﬂ]n:-Ben};
incredible, Last year, for ex. last month,
ample, we sold 10,000 trucks to| Acting under pressure from
Irag, which is an ultra-radicaliyp,, Economics Ministry, ac-
country with close ties to the cording to a high official, the
Communist bloc. Deutsche Bank stepped in and
The really big planes full of \purchased the shares instead,
businessmen, he says, have for nearly a billion dollars, Ku-|

per cent of the Krupp stesl

been flyving to Tran. The higgest wait had acquired about 14 per
delegation went last Spring, but|cent of the company, which
there have been. others since, imakes Mercedes autos in a 5e-
“There was some disappoint-/cret transacting lasl vear that!
ment we couldn't ssj] the Ger-laroused anxjety and disfrust,

-
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POINTS CONCERNING ARAB INVESTMENTS IN GEORGIA FROM FORD’S
PRESS CONFERENCE !N ATLANTA - FEB, &, '75

Q. YES SIR. IN VIEW OF THE RECENT ARAB OIL INVESTMENTS
iN hHEHiCh. AND EVEN HERE IN GEORGIA- THE STATE GOVERNMENT
IS ACTIVELY SEEKING ARAB INVESTMENTS—I WAS WONDERING WHAT
YOUR OPINION WAS ON THE TREND [N THIS DIRECTION,

A. THERE HAVE BEEN SOME RECENT NEWS STORIES TO THE EFFECT THAT
- THE IRAN!AN GOVERNMENT FOR EXAMPLE, WANTED TO INVEST
IN PAN AM, THEY WERE %HIHKIHE OF BUYING SIX TWA JETS THAT WERE
NOT BEING USED, AND THERE IS A STORY ABOUT ONE OF THE ARAB
COUNTRIES BUYING A SUESTANTIAL INTEREST IN ON E OF OUR LARGEST
BANKS IN THE STATE OF MICHIGAN,
THE DEPARTMENT OF STATE, THE NATIONAL SECURITY COUNCIL.,
ARE LOOKING INTO THIS QUESTION, IT IS A MATTER, | THINK,
THAT WILL REQUIRE QUR BEST ANALYSIS AND PROBABLY A FINAL DECISION
BY MYSELF, BUT WE ARE NOT IN THE POSITION WHERE | CAN GIVE YOU

A CATEGORICAL ANSWER AT THIS POINT.

ROMEM,. .
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2, INVESTMENT IN U,S. N ao fh fah 2N ARy
IN GENERAL THE UNITED STATES SHOULD CERTAINLY CONTINUE TO PERMIT 4
FOREIGN INVESTMENT IN AMERICAN INDUSTRY JUST AS WE EXPECT AND *“ "/ o
SEEK OPEN AND FAIR TREATMENT FOR AMERICAN INVESTMENT ABROAD, 3. 2.
SUCH A POLICY IS IN THE LONG RUN INTERESTS OF THIS COUNTRY AND

OF WORLD WIDE ECONOMIC INTEGRATION AND PEACEFUL DEVELOPMENT,

HOWEVER THERE OBVIOUSLY NEEDS TO BE CAREFUL L IMITATION OF FOREIGN
INVESTMENT IN INDUSTRIES CLOSELY LINKED TO NATIONAL DEFENSE

TOGETHER WITH OVERSIGHT AND FULL PUBLIC KNOWLEDGE OF FOREIGN

INVESTMENT IN OTHER SENSITIVE AREAS,

3:33532 COMMUNICATIONS THAT ARE VITAL TO THE DEMOCRATIC POL ITICAL

THE REFLOW OF PETRODOLLARS TO THE UNITED STATES WILL HELP

THE BALANCE OF PAYMENTS EQUILIBRIUM OF THIS COUNTRY AND HELP

T0 EASE THE CAPITAL SHORTAGE OF MANY COMPANIES . BUT THOSE MONEY

FLOWS CANNOT BE PERMITTED TO JEOPARDIZE NATIONAL SECURITY

OR UNDULY INFLUENCE AMERICAN FOREIGN POLICTY ,

AD KAN wii-
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. Ford's Proposal to Cut Qil Imports:-
Seen by Some as Counterproductive |

WASHINGTON, Feb. 5—Inl
the three weeks since President
Ford sent Congress his "energy|
independence” plan, ‘debatel
labout it has undergone an im-

portant shift. {
: At first, Con-
gressmen and com-|

News  mentators hurled
Analysis themselves into a)
debate aboul

means. How should

the country achieve the cut of
& million barrels a day of oil
imports sought by the Presi-
dent—bv higher prices, by ra-
{tioning or by import quotas
that create shortages?

That proved, quickly enough,
to be an unfruitful exercise—as
Administration energy planners
had learned to their sorrow be-
fore Christmas. None of the
ithree technigues has much ap-

Higher prices hurt consumers
in the pocketbook and threaten
to apgravate inflation while re-'
tarding recovery from the eco-|
jnomic =lump. Rationing may)
mean years of lines at the|
pump, a pew povernment bu-|
TEAUCTACY, some economic drag
and perhaps, after all, no gen-
Jeral sense of fair-sharing. Im-|
Egrt guotas mean shortages,
ickering like last winter's|
about which industries merit
top priority, and slower eco-|
momic growth.

Premise Being Questioned

Inevitably, perhaps, the focus
of debate has shifted. Commen-
tatare have heoun to guestion
Mr. Ford's premise: that it is
desirable 1o haul down oil im-

if nothing were done, by a full
one million barreis a day this
ear and by another million
rrels by the end of 1977, or
two million in all,
|. How did Mr. Ford arrive at
ithose round numbers? The Ad-
ministration’s answer is that
- they are the amousts by which
j{oil imports would rise if noth-
ying were done, and that any

-\tise in imports increases the |

country's “vulnerability' to a
new oil embargo.
Secretary of State Kissinger
thas embellished this argument.
“Either we lead, or no one
{leads,™ he declared on Monday
|*Either we succeed or the
world will pay for our faifure,"
These sentiments have jarred
| some of the Administration’s
fenergy planners as well as
Jsome members of Congress,
| They are heard as an evocation
{of the spirit that many feel led
tthe United States into the In-
dochina gquagmire, the helief
|that this country has a unigue
"rabﬂit:-: and responsibility to
solve other countries’ problems,
| Mr, Kissinger's speech Mon-
Iday has helped to delineate
foreign policy 85 a central
llherne of energy policy, not a
[side issue. That the problem of
(“wulnerability” to a foreign en-
ergy cutoff ix essentially politi-
{cal and not econamic is private-
[ly conceded by the planners as
{virtually self-evident.

By EDWARD COWAN

Epevinl 8 The New Yook Timed

ports, from what they would he |

|  Degree of Self-Sufficiency
| By all accounts, the United

other major oil-importing coun-
‘try to withstand an interrup-

L tion of foreizn supplies, both in
the short nin and over thel|

YEETS. :

One reason is that America
imparts a relatively small pro-
portion of its energy, about 38
per cent of the ofl it uses or

not quite 20 per cent of all |

energy supplies.

Eventually North Sea oil may
make Britain substantially or
whally energy self-sufficient.
Canada has a chance to achieve
such status. France, Italv, West
Germany and Japan have no'
zuch prospect. e

Moreover, no student of oil
politics argues that. there is

much likelihoad of a total cut-

off. A year ago, Irag stood

japatt from the Arab embargo,|

|Nnn-Arah members of the 13-
Ination Organization of Pe-
{troleum Exporting Countries—

[Iran, Nigeria, Indonesia, Vene- |

|zuela—not only continued to
Iship oil to this country, but
{they alsp expanded production.

In short, the "vulnerability"
guestion is not one of imports
falling from the current six mil-
{linn barrels a day to zero, It is

la guestion of lesser amounts, |

|prnhabilit and daration.

The Administration has ar-
gued that  cutting imporis
means shrinking “vulnerabili-
ty," but that {s privately disput-
ad by some Administration ana-
Iysts.

“If we take out the ‘fat’ now
are we less vulnerable or more
vislnerable?” a planner asks, If
we knock off two million bars
rels and then they cut two mils
lion mare, we're really hurting.
Maybe we should keep the ‘fat’
;50 that if the Arabs put onan-
|other embargo to bring pres-
|sures on Istael, we can make a
[less costly rather than a more
costiy adjustment.” s

Additionally, it is said, the
|President's long-term 1985 goal
idepenids essentially on 1nn%-
iterm measuras—drilling ofi-
Ishnre. tapping the pq-:a.l pe-
ltroloumn reserves, mining a@nd
lysing more coal in environmen-
tally acceptable ways, convert-
‘ing coal into gas or shale, har-
nessing the sun, and building
lmare auclear power stations if
safety and health problems can
be resolved,

Thess are all supply meas-.
ures. There are also long-term
conservation measures—raising
the gasoline efficiency of the
country's cars, designing mare
energy-efficient office buildings
and appliances, putting in pub-
lie transit to lure commULErs
‘out of cars, encouraging insu-
{lation of homes and lower win-
ter temperatures indoors, busild-
ing more energy-eificlent facto-
TIR4,

Some  Administration ‘anf-
lysts say privately that the
lang-term supply and conserva--
tion measures would be suffi-
sient to achieve Mr. Ford's 1985
goal of substantially reduced
syulnerability’”  without the
ahrupt near-term reductions he
proposes 1o achieve mainly by
price increases.

Siates is better able than any

. Energy Independence:’

\(_

| E Explaining Goals
_Frank G. Zarh, the Federal
Energy  Administrator, - was
|asked to explain the connection
‘hatween the near-term and-10-
year goals. : Pim
“It depends on whether you
‘accept the national security ar-

(3

' gument,” he replied in a refer-

ence  to the ‘“vulnerability”
guestion and foreign-policy con-
jsiderations. . .
Some of those considerations,
sych as rallying Europe and
Japan to “solidarity,” have
'hepn stated. Other arguments
nave been advanced, but only
|privately. A Congressional
!sourcu. for example, quotes
| Administration  officials ~ a
warming of such dire conse-.
|quences as Italy's accepling
|Saudi Arabian financing in ex-

{¢change for political vassalage., .

That the long-term and near-
term goals should be seen sepas

pued by a growing number of
Lanalysis.

“ithat doowe gain, and what
\do we lose, in trying to meet
iMr. Ford's target for a reduc-

-

'rately and critically is being ar-

[tion in oil imports of one il *

linn harrels per day by the end
of this, vear®' asked Joseph

Kraft, the syndicated cu]ulm-_

nist.

economy, recent less gloomy fi-
nanctal appraisals and the im-
portance of American prosperi-
ty to world frade, Mr. Kraft
‘concluded, “‘the burden of proad
on the million-barrel question
|lies upon Dr. Kissinger and his
|men &t the State Department:”
A source close to the Semafe
Democratic ad hoc committee
trving to devise an alternative
pnergy plan reported that the
group had concluded “there's
Ino rational basis for the mil-
{lion-barrel figure™ )
Gearge L. Perry, economist at
the Brookinzs Institution, sug-
opsis that the best answer may
‘be to “do nothing.” He says, "'
lan embargo comes, it will be
'time enough to ask- for sacri-
fice." :
As for “breaking” the carfel’s
price, Mr. Perrv believes that
{he impact of a million barrels
a dav of conservation would be
stight, and not worth the dam-
age to the American economy.
Senator Lloyd M. Bentsen .of
Texas, a moderate Democrat
and unannounced Presidential
cortender, cautions that Mr.
Ford's program 15 too ambitiogs
foga debilitated economy, "0Our

firw nrice #N must be to stop -

| slide of our

Citing the depressed domestic




|As of Ngxt Week

_ 1"-
Egypt Jolned the Soviet Unlon in calling
for an “immediate’ resumption of the Ge-

neva Midenst peace conference. Eut Presi-
dent Sadat sald the statement, Issued at the

end of Soviet Forelgn Mintster Gromylko's
visit to Calro, didn't mean Sadat had lost
faith In Secretary of State Kisainger's plece-!
meal approach to peace. Kissinger ia due in
the Mideast next week, and he will meet

with Gromyko in Geneva about Feb 17.
¢ =

L]
¥ord nsked Congress to reconsider its
ban on military ald to Turkey, which took
effect yesterday. Ford and Turkey's pre-
mier both sald the cutoff would hurt West-
ern securlty and make a Cyprus gettlement
havder to reach.

==y

Venezuela Slates

Oil-Output Slash

Fy o WaLL STRERT Jounsar Staff Repo rier
Venezuela said it will cut its ofl produc-
tlon mext week 200,000 barrels a day, to
about 2.6 milllon barrels daily.

Ahout 1.2 million barrels of oil a day eur,
rently gocs to the U.5. That makes Venezu-!
ela the largest single source of U.8. ol im-
ports. i
Last month, Venezuela had sald it
planned to cut production 200,000 barrels a
day when it takes over the oil industry this)
year, but that take-over hasn’'t been com-|
pleted yet. An explanation wasnt given for
the change in the timing of the cut.

The government recently changed its {ax
structure so that foreign oll eompanies oper-|
atlng In Venezuela now pay higher taxe.s.|
averaging about 38 cents a harrel. But the
government said its tax take would remain
unchanged because of the production cut.

| The commission iz the community's

BRUSSELS — The Common Market
Commisslon said it launched “formal
actlon" agrinst seven International oll |
companies for allegedly refusing to sup-
ply a Dutch oil distributor with crude
ofl during last year's oil shortage.

exccutive agency, If It finds abuse of a
dominant position in contravention of |
its antitrust regulations, it could fine '
the companies. Any finés could be ap-
pealed to the European Parliament, the
eommunity's consullative assembly.
The investigatlon, sources said, was
touched off by a complaint by Anrdiiie
Belangen Gemeenschap of the Nether-
lands, The seven oil companies being
investigated include units of Exxon
Corp,, Standard il Co. of California,
Texaco Ine,, Mobil O Corp., Guif Ol
Corp., the Royal Dutch-Shell Group, |
and Eritish Petroleum Co,, which is
706 owned by the Britlsh government.
Officinls of California Standard and
Mobil denied the charge. The other
companies elther couldn't be reached or

; - _  IMuy Need CAB Approval
| EC Unit Starts “Action’ ||
| 4gainst Seven Oil Firms

{line
By a WaLL BTREET JovkxNal Staf Keporter [

| | peared receplive up to that point. The Fan

- ———a— =

S L . i T W

IUS. A gencies Favor [ran-Pan Am Accord|
Despite N ational-Security 1 mplications

By o WaLL STREST JOURNAL Blafl Reporier

WASHINGTON —Key government agen-
cies seem to look with favor on the pending
agreement by which the Iranian govern-
ment would rescue Pan American World
Alrweys from possible bankruptcy,

Their pleasure at the prospect of Iran
bailing out Pan Am iz being expresaed de-
gpite come reservations about 7.8, nation-
alsecurity implications. This eoncern s
based largly on reports that the agreement
would involve a substential Iranian pur-
chase of Pan Am stock and representation
on Pan Am's board. i

Bul despite this worry, apdministration of-
fleinls haven't expressed any fundamental
objection to the arrangement, a State Dre-
partment source. said.

Covernment sources sald Pan Am has
disclosed to them that Iran would heve an
option to buy six million Pan Am common
ghares, or 139 of the outstanding ghares,
and gain one director. Financial help from
fran would consist of & $2456 milllon loan by
Iranmtan financlers, plus & §35 million equi-
ty-interest purchase in Intercontinental Ho-
tele Corp., Pan Am's profitable subsidiary
chaln of major Imternational hotels, they
aadd.

In New York, Pan Am spokesmen contin-
yed to decline officlal comment on prograss

one Informed source said the airline and
Iranian officials are “simply waiting for the
glgnal from Washington before procesding
further.” He noted that Pan Am executives
spent much of last week and the first part of
this weelk briefing Washington officials on
the plan. “And so far there haven't been
any adverse Indications of consequence, he
aaid.

When the imminence of a Pan Am agree-
ment with lran was disclosed last weelk,
sources close to Pan Am sald that the air
had kept U.5. officials Informed
throughout the talis aid that they had ap

Ar-Iran talks had gone on since last Bep-
tember with negotiations  intensifying
sharply In mid-January. )
Znme elements of the ngresment would
probably require Civil Aeronautics Board
spproval. The CAD usually must act on any
pequisition of 106, or more of {he stock of an
giriine, and on technical-assistance agree-
menta between carriers. Part of the pro-
gpective Pan Am-Iranian transaction would
involve a full working relationship between
Pan Am ond Iran National Airlines, or Iran
Air, under which Pan Am's considerable
technical ability would be used lo build the

|air1ine.

'ters. it is understood that Iran wants Ford

declined comment,

Whie 5T7- J’f
-‘5/1/'1.5'

-\IDﬁ

. |Ford said m Allanta carlier this week that

Mideast carrier into a major international
But before the CAB tnkes up such mat-

administration support for the plan as o pre-
lude to completion. Views of & number of
federal agencies are belng sollciled by the
White House, and Willlam Seidman, assis-
{ant to the President for economic affairs,
gald he hopes to have that task finished
+promptly.”’ He may report the wviews to the

of the transaction or its specifle term. But A

Pan Am), within the conatraints of national
security.” -

Similarly, Robert H. Binder, nssistant
Seeretnry  of Transportation for palicy,
plana and internatlonal aftairs, aald in an
interview that the propesed financing agree-
ment "does o preat deal” both for Pan Am
and the T1.8. It rules cut bankrupicy soon,
Improves the long-term cutlcok for Pan)
Am's financial viability and gives Pan Am’
more resources to use as bargaining chips
in merger negotistions with other a'rlines,

A White Heuse source said he views the
plan as & pocd one. And the State Depart-;
ment. while it said it is still studying T.he1
guestion, issued a statement that it belleves]
that proposal “would help Pan Am in ils
eurrent serious financial conditien.”

On Capitol Hill, the tentative agreemmt|
will produce “some concern and hand-
wringing'’ over the ides of Iran owning 13%‘
of Pan Am stock, & Senate aviation expert
zays. But he thinks that members of Con-
gress will be more relieved at the Pan Am
rezoue than eoncerned. Otherwise, they will|’
be faced with g4 “desperately {inancially ill
carrier” seeking federal loan guarantees or
outright subsidy come July, he says. He
adds that he expeets the Ford adminisira-
tion will send n “positive’ signal to Iran
about the prospective agreement with Pan

m.

Whatever sticking point might develop
over the agreement would likely come on
the national-security izsue. The Defense De-
partment and the National S8ecurity Councll
are among agencles taking a look at the
proposal: whether having a "‘major foreign
power as & creditor” is advisable will have
to be decided, the Tranaportation Depart-
ment's Mr, Bilnder says.

Same airline-industry officials are pre-
dicting thnt Pan Am, if the Iranisn sale
goes through, may be foreed to withdraw
from the standby arcangement under wiich
11,8, nirlinez provide thelr alrcraft to the
Defainse Dopartment if requerted to do 5o in
an emergency. The U8, airlines’ elvil re-
serve fleet was alerted to provide possible
direct nirlift support during the Mideast
gonfliet In October 1973 but ended up serv:
ing only in a backup role on domestic 1.3
routes as Alr Force planes were diverted to
the Mideast.

As for the CAB, a Senate source says he
weould pxpect the CAB to wind up approving
the agreement, It 18 an “expedient answer"
to a problem “they want to get rid of "' =how
to denl with Pan Am's sagging [finances, he
HAVE,

P h -

I | Germany's Mannesmanmn
|

Acts Against Tale-Over

| Hy o WALL BTREET JouRsAL Staff Reporier

| DUSSELDORF, West Germany i

] Mannesmann AG, s major West Ger |
men producer of gteel, machinery and |

|sh:pa. iz plotting steps 10 prevent a
take-over, possibly by Arab interests. ]

President today.

‘Favoered by Simon

Theze views will apperently welgh
heavily in favor of telling Iran to go ahead,
Various high-level Ford administration offi-
eials express delight at the prospect of Iran
ecoming in to save Pan Am, thiss relieving
the U.8. govermment of pressured ta begin a
rescue misslon, They stop short of saying
thig will definitely mean a government take-
oft siznal, however, moting that President

he “'prebably” will decide the lssue himself,
In & typical comment, Treasury Secre-

A company spohkesman, noting that |
any shareholder his the right to conceal |
hiz identlty until he holds more than |
a5, of the concern's stock, said there |
hins heen enormous turnover in Mannes- !

; | mann stock in recent months. *Wa cone
| not rile out the possibilily thiat shares |
[ |,| are golng to Middle Easl bzuyers,” he |
L

said.
Mannesmann  stock,
! Mideast purchasing, hoas jumped to the
i enuivatent of §89 1 shace on the Frank-
| furt Stock Exchuonge, from 58 at the
“ 1| end of 1974 and $57 at the close of 1973
| To prevent n lakeover, Mannes-
| mann's supervisory board caulled o Epe-

on rumors of

tary William Simon told the Joint Economic
Committee of Congress yealerduy that he
personally favors fmwestments in the 1.5 h:,f|
foreign government and 8 “very pesitive ong
encouraging all the investment (by Iran in

—-, |

¢lnl shareholder meeting for March 24
e reetify o mensure thot would Hmit aoy
sloekholiter to 55 of the totul vole, ve-
gurdless of how panch stock he netually
hekd,
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O1l Nations Curtail Companies’ Power

Producers’ Governments
Decide Output and Prices

By JUAN de ONIS
Sgpecial 19 The New Yark Times

BEIRUT, Lebanon—The tradi-/ Africa, Venezuela, and Indone-
tional domination of the world.sia have submitted ta the new
oil trade by the int=grated inter-|assertions of economic sover-
mational oll companies, known eignty by the producer coun-
as the “majors,” is being gharp- tries.

Iy curtailed by the new power  Only in Libya and Irag have
of the oil-exporting countries. ithe Western oil concessions

The power of decision over been nationalized outright. In
the volume of production and the other big producer coun-
the price for crude ol has beenitries, such as Saudi Arabin,
taken away from the majors by Iran, Kuwait, Abu Dhabi, Ni-
the govenments of the produ-igeria and Venezuela, the new
£or countries that supply 53 per era has come about through
cent of the oil in world trade,  negotinted agreements,

In addition, the big Western, Same company -exécutives
companies that unti] recently sav, however, the “npgotia-
seemed to control the world’s (igns® left then little choice.
greatest ol reserves have had | 1n ail cases, however, the role
0 surrender any ciaims 1o oWn-lof the Western companies has
C — - — |been subordinated to national

This is the third of u series |onteols and palicies of the pro-

of articles on the ail industry ducer countries with breath-
in_upheaval, taking spaed.

The Western ofl men are still
opefating the figlds. but thers
are some not too subtle chan-
|ges in who holds authority,. In

ership of oil below the ground!
in these countries in exchapge
for & ‘guarantesd supply of
crude ail.,

Shoall: Abisd Talkd YE‘,_'H; o [November, “for “nstance, “the
=ty . SuaJI1E i AP RITAA RN

American  executives of the

Saudi Arabia's Minister of Pe- 4o sono anein o0 Company

traleum, who has been one of
“Lhe aechitects of the new Middls
East il relationship, forosees
that in the future "the rola nfi‘imhiﬂ
the maior oil companies will Bel* p
-conf i.:nm:%_ o, that .of. nur:hnsar,ai
refiner {of crude nil) and pro-|

Imeeting 'in Bhahran, the com-

Saudis Displeased, . .

But the Saudi Arabian

{ *vider of technology, Government's dicectors,  who

—

“Their traditional role 2s.holg the wvoting majority in
'Ill'n.'.'id,'ji'- and buffer botwean the Arameco now, did not show up
(producers and consumers has ag a rion of displozsnra with
“dhwindled as an outcome of an the resistance, at the time, of
irveversible trend,” said Sheik the American partners to give

Zeki recently. .. |up 100 par cent control,

! This is the guiet revolution| "Tho drastic changes that have
ihrongh which the foreign il o ey
jcompanies in the Persian Gulf,Continued on Page 54, Column 1 -

{Arameo) turned up for a board.

pany's headquartérs in -Saudi
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Photograph of the Shah hangs over a bank of controli

- —

s

at the Shatt al Arah refinery in Iran. Governments o
preducing nations have taken power to control oil pra:
duction and prices from the international oll companies: |

——— o e —
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0il Company of California, Tex-|had the dominant share of oil-
qeo, Inc., the Royal Dutch/Shell lields in differcnt countries,
still felt they had the right to

: s e
per cent in Saudi Ambis’ Kun
wait, Abu Dhabi and Batar. .

Now the days of the windlall

LY

.: ' “Contigued From Page 43

tdkan place =ince 1971, and!Group or the British PL‘[rGlﬂ'l..I:m
¢ mince the Middie Company, refuséd Lo recognize

Exst .,._r} of October, 1973,|the existence of an upstart pri-lone country, while raising out- bia, Abu Dhabi and Qatar-are(a

have these consequences for ducer group that called itselfiput in another. Faced with such|pesotiating far 100 iper  pei

the intermational companies: (the Orgenization of Pelroleumin decision 1o lower produstion, lownorship, . ot |
The flow of funds from Exporting Countrics, jirag, in March, 1973, nationa-! Th. opEC cotintries, alter #l- :

eripde eil has shif:ed dramati- {lized the Iraq Peiroleum Com- lowing the edmpanies;to pet g

tochemicals,

unilaterally lower production in{profits are pone, and Saudi Ara-|gotintions

own to.national ofl companies il
in eonsumer countries and tollries il b absarbed by thess|countries

¥:d i K
atural pas=; fertilizer and pet- fined preducts, the national nEIlthe foreign
; eompanies of the producers will | nies.
inne-be competing with the big| Another factor in allocation
larger | Western compinies, In comingof oil iz the povernment-to-
they vears, an inereastng volume of government negotiations, main.
production in these coun-|iy with Western Europesn
: mer coun : i : ; and Janan, under
mdép_{:ﬂm.n.‘. ol companies.  |uses. with a reduction in thejwhich the producers ars sesk-
In both direct sales and re-ivolume of crude availahle 10|I:1g technology, management,

marketing tompa-

They are also involved
_ to  sell
mounts of the oil (hat

Demands Were Rejected pany, a consortivm of bie Bl ; I

cally in favor of the producer| so i teut the nifieteenisi. Eonde AE LI ;& Bitighare of the dil bonanza, have[*
fovernmenis, The companies .. “r?hchn ?arg{: i e nnu‘ah: American and French cont irnised tax and rovalty levels on
" no longer expect large pro- iy 'trom Saudi Arabia, Libya, Foooor oil exports sharply, thereby in.
-j_:“_ﬂ producing and seliing .4 Nigeria wore coming on- | Consortium s Prnpﬂllscd _ |ereasing 11'3” inchme-at I]m.cx:_‘
seide ail [stream  fromo company-awned! It was then that Saudi Arghia (pense of the eompaniés,

{fields, the majors turned aside {Proposed lo- Argmico. 3 conspr-|

CThe national ofl companies The tnx and rovalty léveld

I.‘1:. '—l_l-'ph'.l-d'l.l.ﬂ:‘ countrics ﬂrﬂl[}rﬂdliftr demands faor h[g]]_-er;ﬂum of four American mﬂfﬂrﬂ.}‘*"h[fh was belwepn ﬁ’u and _3' i
folng 1o be competitors with sovernment revenues from oil |the so-called participation for-{per cent of company ‘profits in
ine mafers in the sale andoymarts: imula. by which Saudi Aralia|1973, is now up to about 88 per

transpartation of crude oil anl:li But by the end of 1970, with (ebtained an initial 25 per cent icent. A
st JT_E;*FEELE'.‘-JH rrgned Ftrg-;wurtd emand for mE wgrtak* r;ha;lt :[?rthe mmﬁnny. payinglladgg;ﬂitr t““.‘.' GFEEB m;‘n::g:l&
LIUHEET anc | PErO-iing supply, the sitoation began 3500-million in cash: ted at an- Hee

2 .1035!1{1]% E; favor of tha pmgdua;'_ AL the same time, fran topk/mesting in Vienna last Tﬂﬂﬂ}h;.
governieni-lo-gov-icers. In Libya, a revolutionary over 100 per cent nwnership of the prodit level for companiag
negotiations  be- povernment of youns army ithe Western consortium's oil-|that market éfude from thess
clil-producing and] tof- | officers, led by Col Munmmnrlﬁnld?. in return for a long-term Eﬂr!ntr'ilr:.': tlst5g131p£b5-:di- ttn 'Hg :
wimg countries are going to elQaddafi, imposed higher tax- Supply contruct. assuripe  the /ftom 22 contd a harpe 0.3
iave o greater bearing on nil@s%ndur Th:’t':E’t ol rut%ing pro- foreizn eompanies unintngrmpt.jttﬂls. depending on volume,”  :
ead alisation ¢f oil sup- duction and nationalization, !t'ﬂ gocess to Iranign oil untill The rovirnment “ake’ frone
Gies Tf‘f‘-: the decisions of oil] The m:tjnrs-wnreotggg ready IHE]-?. T‘hn_n SEIHQ?}E !h?qr\&-n‘p-m[;. Fach ':.'-nt ;gi :: h]n_.-tE_d ’.pﬂmsult,jlz_
FMBRILES, {to megatiate with AL oon niTRel war in Qctober, 1973 withifor  Saudi  Arabla light, e

This 38 obviousiy a far cry formula that guaranteed higher the subsequent Arah ofl produc-{"marker” or benchmagk crude;
frant 1800, when the executives: governmeant ravenitss. [tian ﬂ"ha.':ks and  soaring for the OPEC price stryclure,

" the majors such 23 the Exx-| It was soon clear, however, |world oil prices, | New Relsons Imposed o - |
A Corporation, the Standard that the majors, which have] This crisis came at @ moment| 7 HE : e
2t — ~— when OPEC was l,L‘_‘g,.“mm‘ﬂ Unddr the . new ‘relations
jwith the majors on an intregss Mposed by the producers, the

n_government revenues, The|TARIBF. Can expect Io R:'H“““F :
companies balked, and the pro- D,Ffmtrl-ﬂ. lh.E.! elds under ser-
ducers, for the first time, set g¥ice contracts, with fee pav-|
higher tax-reference price, Dr|ments per hareé] produced, and.
posted price, UHE!MEI‘HIE.". can expoect to tonlinge (o miar-)-
I" By the end of 1973, with K6t 80 to 90 per cent of the.oil|
fmarket prices for ofl skyrocket. Produced i the immediate fu-
ing during the embargo to mare | WS
than §15 a barrel, the prodicers ; o
had set their tax and royalty|/arger share ‘of their’ profits
income at over §7 a barrel,|sTOM ‘tmnsgnrt refining ;md_:
icompared with $1.75 in IE‘F’E-}PTM?M ﬁH’E‘FI-'__Iﬂf @ﬂﬁunc}:f
First Stages of Boom g L

joil revenue, which is noWw going
 During the first stazes of the ta the producersgovernments,

oil-price hoom, which Iastad un~|
til the middle of last year, thellrag and ibva, forelgn oif com-
majors and other smaller West-\panies are beine retaimed for
j e all companies enjoyed hig development of hew productivad
windfall profits on ofl that thev|facilities. :
could got for 87 or 58 a ham-lirnr new explorations are sirong-1.

dixcte

I “and sell for §9 or §10. fer, with (he povernments {ek-1-

- This showed up in the record ing 85 nor cent-of ‘progietion, [«
| jearnings reported by the oil{the componies are aking such
fcompanies last yea#r, and theseideals in Libya, Fevpt and Iran|:
profits soltened the effects of [fur new acreaie! : .
the succesilul push byt the Per-|  With ilieir hige eofe from ||
sian Gl producers to increase loil, moat prodicer countries nre s
[their share of awnership under moving it beaiy fnvestmenty

k. &

Jarticipation agreements (o 80 'in refineries, taniors, fiavefind |-

. el e

rhes e
Ty ——

But they will have ta-inake 2’

In nearly afl-eases, including|

Althoigh. the terms{s

land capital equipment for ine
(dustrialization. "
The producers have made it

jclear that alloeation of govern-.

ment-owned oil and natural gas

leration obtained for their eco-
-[nomic development plans.

‘Isix More Nations Draw
On 0il Facility of LM.F.

WASHINGTON, Feb. 3 (Reu-
ters}—The International Mone-
tary Fund soid todsy it had
; miade -loans from fts ofl fasility
£ to six countries totalling 124.48-
million Spocisl Drawiag Rights,
or about $I484-million. The six
ara Eangladeszh, Chile, Cyprus,
Koren, hinli and New Zealand.

The LM.F. said dhat inelading
the Jatest loans the amount
drawn on its $3.6-billion oil
: -|factlity By 34 counlries totalled
o about $23-billion, The 1974
facility, which is due to expire
at the end of this month, was
established on June 13, 1874,
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| WeNations Curtail Company Poweris Govérnéﬁ""xé:r_ifs Decich_(_)ﬁt;)ﬁt and Prices and Assume Ownersh l

will be influenced by the coop- °




Arabs Seek Stake
InU.S. Real Estate;

By TERRY ROBARDS
. Soecia] to The New York Tinie

LONDON, Feb. 4—A proup of
Arab investors is planning to

Continued From Page 47

" Hexalon, which will have initial
capital equivalent to 530-
millien.

Hexalon's purpose will be to

ﬂ,?-ifébs Seek Stake in U.S. Real E;%TE

sources at Commerclal Union,|ties, advice and expertise to
Britain's largest insurance com-| Arab investors.”

pany, which has been active in] He noted that Abdalla Saud1.|
seeking out Middle East invest-|executive director of UBAF a_.nd
ment partners. It was under-|{chairman of the Libyan Foreign|

stood that 2n announcement of{Bank, had agreed to fjoin the

acquire a stake in American
real estate through an intermna-
tienal investment consortium

iLondon and Rotterdam, thel
INetherlands.

Arab capital will move into
the new consortium through
UBAF, Ltd., a London bank that|
is controlled by the Paris-hased|
Union de Bangues Arabes et
Frangzises, which lists 22 Arab
banks among its shareholders.

UBAF, the Commercial Union
Assurance Company of London,
Pakhoed Holding N.V.. a Rot-
terdam-based oil storage and
property concern, and several

Ithat has just been formed in}

invest in fully rented commer-
cial properties mainly in the
Southeastern and Southwestern
United States. Ils American ad-
viser will be Ackerman and
Company, a real-estate invest-
ment and management firm in
Atlanta,

Largest Sharcholders

Hexalon's largest sharehold-
ers will be Pakhoed Holding
and Commercial Union. UBAF
wiil have only & minority inter-
gst, hut the investment repre-
sents another example of the

aother Dutch investors have
formed a new company called

Continued on Page 51, Column 1

growth of Middle Eastern mon-
ey in Western finance.

UBAF's commitment to
American real estate also repre-
gents a further effort to “re-
* cycle,™ or invest, some of the
. massive capital surpluses accu-
= mulated by the aoil-producing
). countries as a result of the

a:udrupling of oil prices since
+' the Middle East war of 1973.

+  Even if UBAF contributed all
" of the §50-million in Hexalon's
*. capital—which it is not—the
. sum would represent only 2
" fraction of the billions in sur-
-, plus petrodollars flowing into
o+ the treasuries of the producing
.. nations.

i +Nevertheless, sources in the
+» London financial community
« yiew the UBAF participation as
:'an encouraging sign and feel
+ that it represents the basis for
# substantial additional invest-
« ments in the future,

|

the new venture would be made
later this week.

The Hexalon wenture was
conceived by a Dutch real es-
tale concern that is & division
of Pakhoed Holding, Commer-
cial Union was instrumental in
bringing in UBAF,

*We look at the Middle East

" las an area for investment coop-

eralion, a two-way street,”
said Thomas L.Rhodes, a Com-
mercial Union executive who
has been named vice chairman
of Hexalon. “We approached
UBAF and told them of our
own commitment and asked
them to join us, knowing of
their interest in making equit
investments outside the Ara
world."

Basis for Investment

Hexalon board. The chairman
will be Erik Christtiansen of the
|Pakhoed division and the other},
directors will represent Com-
mercial Union and the other
Dutch interests.

The Union de Bariques Arabes
at Francaises, which controls
IJBAF, Ltd, in London, is 60
per cent owned by Arab
governments and Arab banks
and 40 per cent owned by Cé-
dit Lyonnais and Bangque Fran-

aise du Commerce Extérieur,
both French institutions.

The otganizatioh has ex-
panded agressively in recent,
vears, establishing submdmnesl
or joint ventures comparable to
UBAF, Ltd, in Germany and,

|

operation were announced ear-

cated a desire to make the Hex-'
alon venture the basis for
further investment of Arak
funds. Based on conversations
that I have had with variou
Middle Eastern interests, there
will be a trend tdward a greater
invelvement in American -in-
yoestments——not only real estate
but others."

Mohamed  Abushadi, the
Egyptian chairman of UBAF,
said through a spokesman: “Al
ithough initially the investment
{mnphasis is in United States
real estate, other areas might
be considered {n dug course, in-
cluding Arab countries. The as-

He continued: "Given a meas-|
ure of success, UBAF has indi-'

Italy, Plans for a New York

ly last year.

i

M. Y. ‘Tlnq

5/2«/1,5’

i+~ Rumors of Hexalon's forma-|sociation would also enable us wn e D
= tion were confirmed today by to offer investment opportuni-|- ¥
= s ' e 2 p 87
» aa = ) &l - R o . .2.-._—_ ,,.J
|methods of realizing these ub-!ciudi.ng several Latin Amerless ol
DEVELOPINGL NDS-joctives." he said, nations considers the Algerian

“We in the third world have!
to use our natural resources to|
break the traditional patterns
of world trade,” b

During their five days of
talks, ministers from the devel-|
oping nations intend to draft)
[strategy for an ‘encounter next
week with industrial countries)
DAKAR, Senegal, Feb. 4 (UPI) at a2 commodities commiittee

—Fresident Léopald 5. Senghor Meeting of the United Mations|

\of Senegal called on developing Lrade and Develupment Organ-

nations today to use their raw ?.EIIJDEL_ i_nl Gcmf"

materials to creéate a new world Unified Poiicy Urged I

eseonomic order, Layvachi Yaker, Commerce
Opening a conference of 1100 nister of Alze sl vwwaich leads

third-world countries on tradel/the third world's radical group,

strate at the International{drged’ formation of producer
C E‘;s Center five miles out-|c2riels for all raw materials,
. |following the sxample of the oil

side Dakar, President Scr!ghcrr!pmdm:em

said_poorer nations had 'becn! “This applies to bananas, co-
exploited too long by the ad-|coa, coffee and tin, to bauxite,
vanced states, Hron . ore, peanust gte.’ Mr,

OPENTRADETALKS

At Dakar, Senghor Calls for
a Resources Strategy

plan unrealistic and proposes &
unified policy on prices and
marketing.

Other opening-day speakers
said the gap between rich and
poor “countries had been wi-
dened by Western . inflation.
Poorer countries. have: topay
nigher prices for manufactured
imporis while their primary
zoods steadily decline in valus,
they complained.

Developing  countries - also
want  increased financial aid
from oil producers to procesa
thelr own raw materials instead
of having to sell them to ad-
vanced nations.

Soviet Team Checks Apollo

CAPE CAMAVERAL, -Fin,
Feb. 4—A 18-man Soviet team
of scientists &nd engineers
completed today their checkout
of the Apolio spacecraft and

“This conference must ahove Yaker sald
all define the objectives of the! A more

moderate

group

linking device, which will be
joined in space this July by the

inew economic order and adopt headed by Yugoslavia and in-'Russian Soyuz space ship.

;‘J_.AL.)/I"{
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. that the United -States coudd

rediction Mﬂ said,

5. Asking Long-V

By EDWARD COWAN
Epeglil taThe New YVork Times

WASHINGTON, Feb, 3—Sup-
posie the world price of oill
tumblés o Tew years from now
because of consecvaltion by con-
sumoers and the development of
new oflproducine capacity? |

That was the prospect that!
Secretary o Siate Kissinger!
raised todday in a major policy|
spocch dirdoted 1o dil-lmpors
fng #nd exporting . colntring
end Congress.

He asked the importers of|
Eurcpe, Canadn and Japan to’
join with the United States in
renouncing the temptation lo
take In foreign oil at a bargain
price, should bargain prices
ever return. He proposed “al
common  floor price' for im-
ports; il the price of oil fell!
below that level, governments
would use a tariff or other de-
vice to raize the cost to ther!
own. consumers 1o the “floor
price.

Mr. Kissinger, who spoke at
the National Press Club, argued
that a "“floor price" was peces-
sary “lo bring about adequate
investment in the development
of conventional nuclear and
fossil enecgy’ sourees.”

fuvestmonts and Fear

The argument, one that
Washington has been making
for months, is this; Prospective
investors will not make costly|
high-risk investments in nucle-|
ar power, ofl drilling, oil-shale
and tar-sands mining and con-
version of coal to synthetic oil
and gas unless they have res-

son to believe that they willls

not be priced oul of energy
markets by Persian Gull states
that ean produce crude oil BLI
present costs, below §1 & harrel
and in some cases % low ds 20
cents. The investors: are "pri-

marily il companies ond elés-]”

tric utilities,

In additlon to Mr. Kissinger's|
.-Firen reason; there 'is another

or Washingtot's desirs to elicit
a no-cheap-energy pledge from!
Europe and Japan. It §s concern|

lock itsolf fnte & protectionist,
high-cost energy  situation in
which it would be unable to
compete with Eurapean &
Japanese manufacturers wha
benefit from a possible plunge
in world oil prices.

A disavowal of “chesp™ ener-
gy may not come easily fqr
countries with few domestic
energy resources of their own
—Italy, France, Japan and oth-
ers, Tp entice {hem, Mr, Kis-
singer invited them fto become
pATINETS in American energy
ventures—itn provide some of
the S300-bilion of
needed’ in the fext 10 years
2 staggering sum, in exciange

for a pro rata' share of owner-|

ship, profits and fusls,
To the 1% member states of
the Orszanization of Patrolowm

R ——

iew Approach on World Fue

| x
ireturn for stablility over a longer way deal, one that has much
therind In ouier words, he was appeal for oxparters and little

capital|.

(suzpesting that the ofl-import-

Ing: states would apree not 1o

beat down prices: palid o the
expariers below the approx:
mate fevel of the 'floor price”
the cost of alternative suppiies,

Apdn thore was o sweelener.
Replying to o guestion from his
audience, the Secretary said
that |f OPEC agreed to 'cut
nrices  “well Wetow' present
levels, ‘the United Ststeés
would not exclude indexing.”
That was diplomatic language
{or sayving  that Washington

“would discuss lnking reduced:  To judpe from what Washing-
6il prices to an index of other’ton officials have been saving

prices so that the ofl exporters

‘could “keep up" with intlation.' would be '§7 to 38 a bBarrel.

This isa crucial issue. Iran,
the leading price hawk of the
cartel, has argued for “index-

Ang" the present price of ofl. European countarparts have an

Washington se2s that as a ane-

for importers.

Deliberately, Mr. Kissinpér
ured no price figures, His Tjrs.il
task is to persuade Conpgreds
and America’s pariners  that]
‘energy costs . must not hel
allowed to fall below some
evel, However, he took pains
to say that the protected levels
“will be eonsiderably below the
current world prices,” but "high
‘entiegh 1o encourape the long-i
range development of alterna-
tive energy sources,

&7 to 88 a Barrel Seen

‘for a vear, the protected lovel
However, with' no  immedizte

break In the cartel price ln|
;sight. Mr, Kissinger and his|

ance of the principle Withaut
hageling over dollars and cents.
Skeptics: contend that the dol-
fars and cents are mare [mpott-)
ant in the final analysis.

Mr.  Kissinger | undoubtedly
ariculnted  his  invitation  to
OPEC to cul prices now in part
tn disabuse commentators whal.
have said that the Unitad
Stotes has given up its hopes
for a quick prite cut. The Sec-
retary found an up-hieat way 10
reintecate the hope, but he gave
no hint that ‘he expeécted early
fulfillment :

The speech was part of =
continuing Weashington  effort
to undermine the cartel's con-
fidence in [ts own cohesiveness,
To that end, Mr. Kissinger
raised the "possibility of energzy
surF!uscs in the nineteen-eight-
jes" and zaid thut “some QFEC
members are gitaving prices”

inpnariynity 1o fight for accept-

now.
|

Exporting Countries, the cartel-

that has been supparting & Per-
sian Gulf price of $10.50 a bar-
gel, Mr. Kissinger mnde a difs
==wnl proposition,

=Acceat o significant price
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Golan leights Is Not Pesert =

[

!

v 100 Yeilome-

1 must comment on the letter by Smn Sesskin,

“Make a UN in the Desert” (Jan. 21), 1 visited the

Golan Heights in 1972 and drove nearl
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If we were to provoke such a war, for purely eco-
nomic reasons, it wouldn't only be against the Arabs,

This country’s foreign policy towards the oil pro-
We would be at war with our largest trading partner,

duecing nations bears re

press conference, our Secretary of Siate made his now-

famous siafement that we would go to war over oil
come to this peinl, But if it does, should we {ake this

drastic last slep?
Canada. I we ntiack the Arabs, then it follows that

our northern neighbor is to be included. We import
more oil from Canada than from anywhers elsp, Not

under extreme conditions. Hopefully it will never
oily have their prices gene up as quickly, bui by the
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19805 we will be getting no oil at a1l fromn Canada,
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v become our
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This means if we go to war over oil, it won't just

be a police action 5,000 miles away, il will lead to
fighting an this continent. Instead of cur best friend

in the world, Canada will most like

largest possession.
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LEAD ARAB BANK (W216 PREVIOUS CYCLE) Y/ 4
BY HARRY ATKINS

DETROIT (AP) == A SAUDI ARABIAN BUSINESSMAN SIGNED AN AGREEMENT
MONDAY TO BUY A MAJOR PORTION OF THE BANK OF THE COMMONWEALTH, BUT A

®
SUIT WAS FILED IN AN ATTEMPT TO BLOCK THE PURCHASE,
THE LEGAL ACTION WAS FILED IN WAYNE COUNTY CIRCUIT COURT BY
DETROIT ATTORNEY JACK KRATZMAN, WHO SAID HE INSTITUTED THE ACTION Oy

HIS OWN BEHALF, HE SAID HE OWNS 59 SHARES OF THE BANK'«S PREFERRED
STOCK, A HEARING ON THE SUIT WAS SET FOUR NEXT MONDAY.
BANK OFFICIALS SAID ACTUAL TRANSFER OP THE STOCK WILL OCCUR AFTEp

THE FEDERAL DEPOSIT |NSURANCE CORPORATION APPROVES THE TRANSACTION,
ASSUMING THE LEGAL ACTION DOES NOT HALT THE SALE.,
THE PURCHASER,GAITH PHARAON, 34, WILL THEN OWN 32 PER CENT OF TH,

BANK’«S COMMON STOCK AND 40 PER CENT OF ITS PREFERRED STOCK., HIS
PURCHASE TOTALS 80 PER CENT OF THE STOCK ONCE OWNED BY THE JAMES Te
BARNES FAMILY. AND WHILE PHARAON WILL NOT OWN A MAJORITY OF THE
BANK*=S STOCK, HE WILL OWN MORE THAN ANY OTHER SHAREHOLDER,

THE AGREEMENT XXX &4TH GRAF

09166 04 FEB 15
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The Qatar Canlldné 1911

The mﬂrl:able excess has come, as
we feared it would, from the interna-
tional oil frenzy. It is reported from
San Antnmu which is in Texas, that a
resident of Saudi Arabia, winch is not
in Texas, has inquired about purchas-
ing the Alamo as a gift for his son.
Sheikh Masoud Al-SharifiAl Hamden.
Junior took military flight training

near the city, his father wrote a San

Antonio lawyer, and became enam-
ored of the old monastery where Davy
Crockett and some associates bravely
penshed in 1836, .and the old map
thought it would be a nice gift.

The gluwmg niche of the Alamo in

our national lore, and the centrality of

its symbolism even to modest Texans,
makes the desire of the petrodollar-
laden chieftain unthinkable. Leaving
aside the iconoclastic slander that if
the Alamo had had a back door, Texas
would be part of Mexico today, there
clearly is a point beyond which even
oil dollars dare not tread. Let the Mid-
dle Easterners purchase a chunk of

i”‘,-‘l-}

Lockheéed perhaps, evena mrpuranun )
or two — but we shall stand no tam
pering with our icons. e

That was our flrst reacum, anggr
and fiery indignation at the sheikh's _?
attempt to intrude in our cultural
heritage. But then a sly thought occur-
red: The U.S. balance of payments is
listing heavily to port, in part because
of oil-import prices, right? Why not
peddle a few of our less revered monu- |
ments to the petroleum potentates as _ t
the latest chic in cnnspmunus con- . |
sumption.

iy %

"_r'

._....._.“.: i |

The Taft Carillon on Capltnl Hill, for
instance, i3 an aesthetic t'elony A
slick jnb of salesmanship laid on a
passing biggie from Kuwait or Qatar
might bring in sufficient,dollars to
complete the Metro rapid-rjil system. .
However, the Washington,{Jefferson |
and Lincoln Memorials would obvious-
ly be off limits. Unless things econom-

ic get even gnmmer than lhey are
NoWw. (WAL | i +d




ADVANCE FOR 1700GMT H
PR U.S. BUDGET AL K

2 B |

BY R. GREGORY NOKES -

WASHINGTON (AP) == PAINTING HIS BLEAKEST PICTURE YET OF THE
NATION’=S ECONOMY, PRESIDENT GERALD FORD ASKED CONGRESS MONDAY TO
VOTE A RECORD PEACETIME BUDGET DEFICIT OF 52 BILLION DOLLARS FOR
1976 '«'aT0 RESTORE ECONOMIC GROWTH AND ENERGY SELF-RELIANCE,'s's

THE BUDGET INCLUDES CUTS IN FOREIGN PROGRAMS. THE AMERICAN )
OVERSEAS FOOD AID PROGRAM HAS BEEN CUT, ALTHOUGH PRESIDENT FORD HAS
DICIDED TO SEEK AN ADDITIONAL 178 MILLION DOLLARS IN FOOD AID FOR
1375,

FORD'=5 FOREIGN AID PROPOSALS PROJECT AN INCREASE OF 1.2 BILLION
DOLLARS OVYER CONGRESS|IONAL AUTHORIZATIONS FOR FISCAL 1975. BUT
UMLESS CHANGED BY CONGRESS, THE NEW FOOD FOR PEACE PROGRAM WILL BE
LIMITED TO 1.07 BILLION DOLLARS FOR THE YEAR BEGINNING JULY 1, A
SIGNIFICANT DECREASE FROM 1975,

FORD, IN ASKING APPROVAL FOR TOTAL EXPENDITURES OF 349.4 BILLION
DOLLARS, FORECAST RISING UNEMPLOYMENT.
THE BU?GET REPORT SAID THE JOBLESS RATE WOULD AVERAGE 8.1 PER CEy

THIS YEAR, 7.9 PER CENT NEXT YEAR, AND 6.9 PER CENT IN 1977. THE

DECEMBER JOUBLESS LEVEL STOOD AT 7.1 PER CENT.

UTHER GRIM FORECASTS IN THE BUDGET REPORT WERE FOR AN 11,3 PER CENT I
INCREASE |IN THE COST OF LIVING THIS YEAR, HIGHER EVEN THAN LAST . '
YCAR'=S 11 PER CENT, AND A 3.3 PER CENT DECLINE IN THE NATION'sS GR

S S -

NATIONAL PRODUCT, FOLLOWING A 2.2 PER CENT DROP LAST YEAR.

14536 03 FEB 75
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(ADVANCE FOR 1700G6MT)
e h HHELSH[HGTE‘“ - UISI H‘U‘DGL‘.T 2
THE PROPOSED 52=-BILL|ON-DOLLAR BUDGET DEFICIT IS FIVE BILLION
DOLLARS MORE THAN FORD HAD PREDICTED IN HIS STATE OF THE UNION
ADDRESS ON JAN, 15, AND 1S SECOND ONLY TO THE 1943 WAR=YEAR DEFICIT
OF 54,8 BILLION DOLLARS.
THE TOTAL SPENDING FOR FISCAL 1976, WHICH BEGINS JULY 1, OF 349,

BILLION DOLLARS AND REVENUES ESTIMATED AT 297.5 BILLION DOLLARS .
COMPARES WITH CSTIMATED EXPENDITURES IN FISCAL 1975 OF 313.4 BILLIGy

DOLLARS AND REVENUES OF 278.8 BILLION DOLLARS,

THE BACK-TO~BACK DEFICITS FOR THE TWO YEARS WOULD TOTAL B6.5
BILLION DOLLARS AND RAISE THE TOTAL FEDERAL DEBT TO 605.9 BILLION
DOLLARS, EQUAL TO 2,840 DULLARS FOR EVERY AMER|CAN,

FORD SAID IN HIS ADDRESS TO CONGRESS THAT HE HAS ALWAYS OPPUSED
BUDGET DEFICITS, BUT SAID THEY ARE NEEDED IN THE CURRENT RECESSION
BUCAUSE 's'alF THE ECONOMIC RECOVERY DOES NOT BEGIN SOON, THE TREAS,
Y R

WiLL LUSE ANTICIPATED RECEIPTS AND INCUR EVEN LARGER DEFICITS IN THE
FUTURE, ’a’a

HE ALSO SAID THAT, IF CONGRESS FAILS TO APPROVE THE 17 BILLION

DOLLARS IN SPENDING CUTS WHICH HE 1S ASKING, THE BUDGET DEFICIT
COULD SOAR TO 70 BILLION DOLLARS, WHICH WOULD BE A RECORD.

(END ADVANCE FOR 1700GMT)
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Rebels who have fought 12 years for in.

‘dependence for Eritren, Ethlopln's northern T B A t 1
provinee, appeared to have been largely 0 uy OI] ro

driven out of the city of Asmara through a

two-day assault by government troops. The * :
milltary government then sent its 1.5, -built Of De‘trolt Baf]l:;

F3A Jet fighters to bomb guerrilln concen-
tratlons outside the city. Fighting was
heavy outside the U.5. consulate but didn't

appear to be aimed at American interests. | Bank of the Commonwealth

An gatimated 75 to 100 persons were
killed in the fighting. The U.5. consulnte
aaid all 300 Americans in Asmara wers
safe,

- Ly -
Soviet Forelen Minister Gromyke met
with Byrian President Assad in Damascus
and then with the chalrman of the Palestine

TENnoria Hl-‘.-:\"I'_'.'.'.;ltl‘hl.'i}'..'-m.-u.l—'i—* X b I q .l: d =5
fack mecesslonist guerriling In Eritean, Al cl L !E‘]_ & I

Purchase Could Preface
Similar Arab Attempts

By o Wart. STRERT JOURNAL Staff Reporter
DETROIT—In the first sizable Arab in-

Liberation Organlzalion, Yasir Arafat, Gro- vestment in the U.B. banking industry, a

imyko will be in Cairo teday where he {5 ex.
|pectad to seek Epyptan support for recon-
vening the Geneva pesce talks rather than

swealthy Saudl businessman is scheduled|

4

today to acquire a controlling interest ini
Bank of the Commonwealth here for about

[for Secretary of State Kissinger's step-by- $10 million to be paid over the next eight

Elep approach. Kissinger is due in the Mid-
least agaln about Feb. 11.

years,

Obgervers see the move as the first elg-

nificant atiempt by an Arab fo gain a toe-

| Presldent Sndut sald it would be "“trea- hold in U.8, banking and speoulated that the

|=an" o reject any offer by Israel to returmn i ight be & “testing of the water"
Jutra.teg{f: Slnal peninsula mountain passes wz:;;n f:ef::n mote ieli-wemerrtu by
jand ofl fields, Nevertheless, Sadat sald, Arabs in 1.9, banks.

{Egyvpt won't énd the state of war with Isrpal

——The surprise ancouncemen! of the pue
chase late Friday night touched off o wave : / L/
L ,,LJ / ;

of reaction In Detrolt, Telovislon stations
and newspapers presented stories of angry
Jewlsh depositora withdrawing their money

+ Irom Bank of the Commonwenlth branch ofs

tices which were open Saturdny, I

However, Mr. Snyder indicated that de.
spite the “furer,” he didn't anticipate nny
large withdrawals, In fact, he sald major
Jewish shareholders of the bank had indi-

¢ cated they were pleased with the move ba-

cause of its healthy prospeets for the bank,
He even implied the bank might gEet an in-
ereass In business from “the big Arab popu.
latlen in Detroit.™

Stormy Kecent History

The bank has had & checkered history, Tt
was the flagship of the collupsed hanking
emplre of Donald Parsons, Chose Manhat-
tan Bank, New York, gained control of the
bank in early 1671 by foreclosing on loans
Mr. Parsons had made &t Chase. Then In
1872, the Bames family took over Chase's
holdings, The bank =till owes £35.5 milllon to
the FDIC, which kept the bank afloat during
the stormy early 10704,

The FDIC, gs part of the loan agree-
ment, has the authority to Approve or veto
the purchase plan, FDIC officials contacted
over the weekend didn't expresa an opinion
on the sale since it hasn't yel been formajly
presented to them, 3

without slmilar action by other Arabs.
- - - -

& gon the board excepdthut Mr, Fharaon, who

The Arab, Ghaith Phargon, is slated to
| purchase 3262 of the common and 407 of the
proferred of the bank, which would make
him the largest single shareholder and glve

" him effective control of the bank, Michi-
gan's sixth Inrgest. He will buy the shares,
contingent on approval by the Federz]l De-
posit Insurancs Corp,, from the Bornes fam-
{ly here, which owns 30% of the common
and §a%t of the preferred, according tol
James T. Bames 8r,, bank chalrman.

-~ Mr, Bames also. sald’ Mr. Pharaon
agreed to pump ot least $35.5 millon Inta]
P tié benk over the next fow years, Mr. Phar-
,Bon was unavailable for comment,

‘Barnea Enthusiastle

. .Mr. Barnes, enthusiastle nbout the Eale,
eeid it would provide for the “'significant in.|
Aux of investment capltal’ fid the bank
needs and “‘estoblish Detrolt as o mafor

T center {or trade belween the Middle Fast
sl e g e E

.. Vnder the sgrepment, M- Bapes 3l
‘remain as bank chairman, and thers won't
. b any other changes In the management or

" vean't legally sit on' the board, will arpoint
"one director who will ba added, Mr. Bammes
~sald,

feodn I wasnt- immeistely @éar why the

“Arab bought the bank, which 1s relatively
emall and has been losing meoney. “It's a
‘billion-doliny hank (in assels) snd § seas
‘Aavallable," said Arthur Snyder, president,
who wasn't involved in the negotintions be-
‘tween the Barnes family and Mr. Phataon,
. Mr. Barpes indicated that one teason
(that Mr. Fharaon chose Commemwealth ls
+that it may have been n pood dgeal, T den't
Ahink be could have poiten the number of
‘ehates in another bank," Mr, Barmnes said in
«an interview, and the other banks “don'
need the capital lke we do."
+ Ine prepored statement, Mr. Barnes out-
Mned other reasons. The bank serves n
highly industrialized part of the country
whose products and technology are in high
[demand”” in the Midesst: he could acguire
‘the large block of stoek through a single
parly, and the bank’s international depart-
ment could provide a vehicle for financial
relations between the T.8. and the Mideast,
But both Mr, Barnes and Mr. Snyder sald|
that arrangements hadn't yet been set up
for channeling Arab funds via the bank o
Midwest businesses or 1.8, products to the
Mideast, Althouph there have been reports,
connecting Ford Motor Co, chairman Henry!
Ford IT with the deal, both Ford Motor il
Mr. Barnes Inslsted that he 't involved,
It's known that Mr. ¥ord has been seek-
Ing Aral financing as chief sponsor for De-
troit’s river front development project; Re.
naissance Center, which would put an apeirts
ment-holel-office complex in the heart of the
city. Mr. Barnes sald that he has spaken to
Mr, Ford about Mr, Pharson's investment
In the Lank, Mr. Ford la scheduled to attend
r reception for the Arab today in Detrait,

! forelgn eompanies wishlng to set up bus- |}
| ntss inSaddi Arable and as parines b jolnt

For 1074, the bank reported a net loss of
about $3.8 million, compared with a §1.2 mil-
lion net profit the yoar before, The bank has'
about §1 billion in assets and $800 milllon in
deposits.

Mr. Synder stressed that the transaction !
between Mr, Barnes and Mr. Phnrnonl
"doesn't directly involve the Bank of tha!
Commonwealth In any way." Ha inai-:tcd|
that changes In the bank's way of doing

P’mm woran't Eﬂﬂtmﬂum_ e hﬂi‘iﬂ' >

I'm there you will' know the bank is run
properiy and on & safe and prudent basis,"
he zalgd,

Mr. Pharaon, a 34-year-old Arab who
wes educated at Stanford University and)
Harvard Business 8chool, f= chalrman of}
eeveral Baudl Arsblan companles (nciuding
Saudi Hessarch & Development Corp., ol

thelding company involved in Industrial de- !
‘| 'velopment, constrietion, commereipl astivi-

Hey- vexl estars and pemeral inveatments,
| The concern aois os pgent and sponsor for

veniures with foreipn companies there,

Mr. Pharson [a the son of Rashad Phar-
aan, & close adviser of King Faleal,... |, .

Mf.Fhiraon apparently wasa't deterred |
by the fallure recently of other Arabs to buy
shares of other U8, banks: Atlempts to buy
contrel of banks emaller thon Common-
wealth have falled In San Jose, Callf., and

If the Pharaon bid Is ullimately success.
ful, it vould lesd to further Arab bank in-
vestment in th's country, The move was
seen-na an Indieation of continuing Interest
ton the parl of the ofl-exporting countries
j2nd their businessmen in the 1.8, bankine
Industey: It will undoubtedly fuel the persls-

imajor Bd by an oll country for & renlly sig-
| niticant acquisition in the 1.8, ia ETowing

Pontiae, Mich. i

tent speculation In bBanking eircles that alF

'more likely.

.-'"""-....“F




- Program.

WASHINGTON.

Out of the swirl of debate there Is
emerging the right gquestion about
President Ford's economie and enerpy
It is the million-barrel ques-
tion: what do we gain—and what do we
lose~—in trying to meet Ford's target
for a reduction in ofl imports of one
million barvels per day by the end of

“ tnis year?

. The loss turns out to be staggerving,
both in its impact on this country and

.. its allies. The gain, which is totally fag-

EY, seems 1o rest on some obscure
[foreign poliey  point bootlegged past
the \White House by Henry Kissinger.

The proposed milllon-barrel-per-day
reduction In oil imperts is the eenter-
plece of the President's energy pro-
gram. In oeder to achleve that target
Ford outlined, and set in motion, his
romplex scheme for raising oil tariffs
and taxes. To hit the same million-
barrel larget by different means, the
Democrats have talked of rationing or

; b tax on-gas. )

* * ®
Argument about the ofl taritf shows
that Ford's proposals imply a double
burden, First there is the Inflationary
burden, which Is already certain to be
Increased by the huge deficit in the
proposed 1976 budget,

The cost of scrvices end products
based on petroleum will also go up,
thus stimulatng even more demand

_for money by industry, consumers and
‘workers. In effect, the next bout sgainst

P e - -
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Y - The Mideast: Deals or Detente? :
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- Joseph Kraft

s THE MILLION-BARREL QUESTION

Inflation, coming In the middle of the
yvear, would begin with prices rising at
the galloping rate of about 11 per cent
annually instead of the more manapge-
able figure of about & per cent annually.

An even higher cost would have to
be paid with respect to recesslon and
unemployment. In order to acconizno-
tlate the demand for more money set
in molion by the new budget and in-
ereased ofl prices, the Federal Reserve
would have to ease up on credit.

But Arthur Burns, the chairman of the
the Federal Resorve Board, has indicated
that he is geing to observe certain pre-
established speed limits In expanding
the money supply. He 15 not going io
loosen up just because the cost of
petroleum goea up In response to a
tax imposed by the Administration.
Thus the recovery envisioned by the
Administration would be deferved be-
cause of the rise In oll prices,

But against these tangible loszes
what gains are to be challked up? That
quéstion has not been systematically
posed by the President's domestie eco-
nomic advisers, John Sawhill, the formes
Energy Administrater, testified the
other day that he did not even know the
basis of the million-barrel-per-day tar-
Eet. 4

The -State Dept. s zble {o offer ot
least some kind of ratlenale for the one-
million-barrel-per-day eut, The BTE-
ment there is that the ent will be w
slep toward independence from the ol
exporters, and even more g step which
will encourage the Europeans nd Japa-

i L

3/‘1/15‘, -_.,52:.:‘3"!
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‘nese o reduce thelr dependence on

« foveign oil,

But hoth of these polnts sre siblest
to serious questions. For one thing, oil
at present seems to be plentiful, and
the exporters seem to be more depend-
ent than the consumers. i

In addition, & number of weighty
studies—by the World Bank, the Trea-
sury, The Morgan Guaranly Co.—all
show that the vasi dollay assets aceunu-
lated in the past year by the petroleum
producers are being distributed in nor-
mal and manageable ways on Invests -
ment, eensumption and foreign aid. The
danger of what Kissinger calls strangu-
lation by the oil exporters seems very,
Very remote.

In these cirenmstances, the urgeney of °
making a symbolic cut ‘in oil consump-
Lion becomes very questionable. At the
very least it can be asked why it has to
be a cut of a million barrels per day this
vear. Why not half a million stretched
out over five vears?

- % # *

In particalar, the question lins fo be
applied to allied refations. Are the Euro-
peans and Japanese hooked en the jdea
of an American lead in eutting oil con-
sumption? Or wouldn't they much pre-
for a healthy American economy where
they can buy and sell with ecase?

In any case, the basie question wants
to be examined in a systematic way. It
is nod enovph just to take it on Kissin-
ger's authority that the country ought
to curtail consumption of oil by a
million barrels a day in the next vyear.

Given the weak state of the American
economy and the dependence of foreign
countries on U. 8. prosperity and the
cirrept sarplus of oil and the apparent
mzrageakility of the petrodollar prob-
lem, the burden of proof on the million-
berrel question lies upon Kissinger and
his men at the Btate Dept. i
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" The word from Washington on Fri-
day was that the State Department
had informed Congress that it planned
to give Syria $25 million from a special
contingency fund to “help bridge the
wide gap that separated the United
States and Syria during the last sever-
al years." Yesterday a dispatch to the
Sunday Times from Damascus reported
that Syria was “looking with a great
deal of suspicion on Secretary of State
Kissinger's new mediation effort in the
Middle East” and his scheduled visit
to the area.

Were the Syrians thus seeking to
let it be known that %25 million was
an insufficient sum to invite their favor
for Kissinger's expedition? Were they
assuring Moscow — as envoy Gromyko
arrived—that they could not be pur-
chased at so meager a price, and urg-
ing a new round of competitive bid-
ding?

The answers, like many other as-
pects of current Mideast diplomatie
mancuvers, remain clusive, But the

coincidence of events stirs new misgiv-

ings about the unilateral American ef-

forts to achieve “step-by-step” nccords,
Fik e ¥ 1 ¥ r il

TIR AN I o P |

who fall inte line.

As long as Washington and Moscow
appear to be offering separate — and
adversary—deals to the Arab poten-
tates, no lasting stability is in pros-
pect. The price iz simply likely to go
up, with no assurance that anyone will
stay bought.

Whether the Soviets are prepared
to join with the U. 8. in formulating
terms for a joint position that could
be put forward at a Geneva conference
remains to be shown. But so far Sec-
retary Kizsinger appears reluctant to
test that proposition. He seems to cling
to the view that he can achieve an
American-made settlement that would
minimize any Russian role in the ex-
plosive region,

While that strategy may record tem-
porary, isolated successes, it will be
continuously subject to new reversals,
with the larger threat of U, S.-Soviet
confrontation unrelieved. Neither Israel
nor its neighbors ean derive serenity
from arrangements that the two super-
powerg have notl mutually backed and
guaranteed. That is why we again urpe
renewed steps to inveke the doctrine

S T —
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UsS. BUDGET 3.9 ﬁ?}{(

BY Re GREGORY NOKES
WASHINGTON (AP) =— PRESIDENT FORD SENDS TO CONGRESS TODAY A FISCy
| L

i 1976 BUDGET CF 349 BILLION DOLLARS COUNTAINING A RECORD PEACETIME
| DEFICIT THAT HE SAID IS NECESSARY TO ’='<GET THE ECONOMY IN SHAPE.®
& ]

74

| THE PRESIDENT WARNED IN ADVANCE THAT THE 52 BILLION DOLLARS
| DEFIGIT HE 1S PROPOSING COULD SWELL TO NEARLY 70 BILLION DOLLARS IF
CONGRESS FAILS TU APPROVE 17 BILLION DOLLARS IN SPENDING CUTS HE
ALSO WANTS. @

'2'20VERCOMING THE RECESSION 1S NOT THE ONLY GUAL OF MY BUDGET= Iy

IS EQUALLY ESSENTIAL THAT WE NOT REKINDLE THE FIRES OF INFLATION, '=",

FORD SAID AT A WEEKEND BRIEFING FOR NEWSMEN.
BUT NEVER BEFORE HAS THE FEDERAL GUVERNMENT PLANNED TO BORROW SO
MUCH IN PEACE~TIME, AND ONLY DURING THE WAR YEAR OF 1943 WAS THERE ,

GRIATER DEFICIT == 54,8 BILLION DOLLARS.

FORD BLAMED THE DEFICIT ON A RECESSION-CAUSED DECLINE IN TAX
RIVENUES, THE TAX CUTS HE IS PROPUSING, AND SPENDING FOR |
UNEMPLOYMENT BENEFITS AND OTHER JOBLESS AlD,

EXCEPT FOR ENERGY, FORD SAID HIS BUDGET DOES NOT INCLUDE SPENDINg .

FOF ANY NEW PROGRAMS, ALTHOUGH HE ADDED |IT DOES PROVIDE FOR A 12.7
BILLION DOLLARS HIKE IN AID FOR THE UNEMPLOYED ABOVE 1974 LEVELS.
. THE BUDGET PRESENTED TO CONGRESS TODAY ALSC WAS EXPECTED TO

ONTAINGS

== A 10=-BILLION DOLLAR REBATE OF 1974 TAXES TO INDIVIDUAL AND
CORPORATE TAXPAYERS, A MOVE INTENDED TO STIMULATE THE ECONOMY,
ANOTHER 6 BILLION DOLLAR WOULD BE PAID QUT OF THE 1975 BUDGET FUR A |
4 TOTAL REBATE OF 16 BILLION DOLLARS. |
-~ A 5 PER CENT CEILING ON INCREASES IN SOCIAL SECURITY BENEFITS

FEDERAL PAY AND ALL FEDERAL INCOME DISTRIBUTION PROGRAMS IN 1976, TO
SAVE AN ESTIMATED € BILLION DOLLARS.

WASHINGTON —-U.S. BUDGET 2

—— |NCREASED SPENDING ON ENERGY DEVELOPMENT PROGRAMS TO HELP TH!
NATION ACHIEVE ENERGY |INDEPENDENGE,

— A 14 PER CENT INCREASE IN DEFENSE EXPENDITURES TO ABOUT 94 |
BILLION DOLLARS, UP FROM ABOUT 84 BILLION DOLLARS IN THE CURRENT
FISCAL YEAR, |

FORD ALSO HAS PROPOSED A 30-BILLION DOLLARS INCREASE IN ENERGY |
TAXES, BUT THESE WOULD BE REFUNDED TO AMERICANS THROUGH A |
CORRESPONDING PROGRAM OF TAX REDUCTIONS, |
THE BROAD OUTLINE OF THE 1976 BUDGET PREVIOUSLY WAS REVEALED TO
CONGRESS BY BUDGET DIRECTOR ROY L. ASH, WHO IS STEPPING DOWN FROM |
THAT POST THIS WEEK.
TOTAL 1976 SPENDING WOULD BE UP 11 PER CENT OVER ESTIMATED 1975
SPENDING OF 313 BILLION DOLLARS. |
TOTAL 1976 REVENUE I8 ESTIMATED BETWEEN 297 BILLION DOLLARS AND
300 BILLION DOLLARS, UP NEARLY 8 PER CENT OVER ESTIMATED 1975 -
RICEIPTS OF 279 BILLION DOLLARS.

THE 52-BILLION DCOLLARS DEFICIT FOR 1976 COMPARES WITH THE
ESTIMATED 1975 DEFICIT OF 35 BILLION DOLLARS, BOTH PEACE-TIML
RICORDS,

BUT THE 1976 DEFICIT COULD BE MUCH HIGHER |F CONGRESS DOESN'wT
APPROVE ALL OF THE SPENDING REDUCTIONS FORD REQUESTED,
IT IS CONSIDERED UNLIKELY, FOR EXAMPLE, THAT CONGRESS WILL APPRO,
E

NG ON INCREASES IN SUCIAL SECURITY BENEFITS,.

THE 5 PER CENT CEI
EILING COULD HIKE THE DEFICIT BY ABOUT 2.5 BILLION J

RILJECTING THE C
DOLLARS.

Ll
Ll
THE SI1ZE OF THE DEFICIT HAS ALARMED MANY FISCAL CONSERVATIVES, Buy

ASH HAS POINTED OUT THE DEFICIT RESULTS FROM LOWER TAX RECEIPTS AND
HHG?EH gH£MPLOYMEHT BENEFITS FOR NEARLY 7 MILLION JOBLESS WORKERS,
END

\
|
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By WILLIAM D, SMITH
Oil—politically and econom-|ful, and although they are los
fcally the key industry of the|ing control over prices and sup
20th century—has been shaken plies, most analysts see then
ifrom its foundation by recent!adapting to the changed situa

oil industry has been thrust into poration, a stock market re
& new and uncerisin environ- scarch company, put it

(ment.

lr The huge profit gains Vive, we are sure, and will

tachieved last year are fading /meet the steady and increasing
"iThe growth in consumption of needs for oil and g=s, Over a
ioll products has slowed. Gov-iterm of years, they should
| emments of both producing and lachieve moderata hut waorth-
consuming nations are impos- while earnings growth,"

f This-is the first of a serics of Thesaml.l.jh?_'::;“;ﬁ:fjf. e

larticles on the oil industry in! d
lupheaval,  Subscquent artic!es.lhﬂ corparations that have in-

will cover the industry and ils|
critics and the industry's re-
lations with the Orpanization|
of Petroleum Exporting Coun-
trics and with Washington,

ever {t is found—in the plains
of Texas, the dezerts of tha
Middie East, heueath the
istary North Sea and  or
Ing higher taxes and restric- Alaska's frigid Noaih Stope,

| E‘ens buen operations, The pubch.]ingnjl:;:;n]:f:riﬁlf:ntﬁplﬁ
B H -| fri b ’ :
| tr;ted i';’ 1’:;52‘:" ?'J:is f:;" /10 their workdwide network of
s 4 _" ; "downstream®  refineries and
| But the international opt| - B rorioed gasoline stations.

corparations are ever resource- 'Continued on Page 48, Column 3

The Billion Dollar Industry

[Inmrnana_nal Ol Cperationg in 19T

Net  Edtimated Produeti
REVENUOR nodms (Barrels parduy) "y

{nbiiions ol doliars) .8, Forglon

BXNon ....ccorrinnrniinn 545,84 .83, 1.050,000..4. 100

an g e, anan wmmn gt aa .,“] .G{]
Royal Dutch/Shell®  32.00... 2.7...:,.120.000..4 ﬁﬂ: uug
TOXRC0 il | 28199, 150 ..., 850000 3,250 600
MBI -1crevrisiricis 20,37 e 1,041, 400,000 2,100, 000
Stondard Oil of Calif.: 18.80..., (.97 ,.....600,000..3,200.000
GU it 18.20 00 1.07....400,000..2, 100,000 -
British Petroleum®..... 18.00.... 1.8 .. ®X.....4.500.000

FInchides partisinasion eryds snd eryde ge

SERIMmBtRS rrvEnuss ard ot IncomiE,

*% Insignifcant,

Soutch-Standeed & Foors, far pradusiian ilimales wndiar
B.F. #ng Sneil ravnnus and Aot incamg e S,

Company

aulred underTangtarm arrangemant,

Tivt Wew Yark Thmas/Fab. 2, 1975
e —

—_ -
i

slevents, and the international tion, As Standard & Poor's Cor |

vested billions of dollars to
[=2ek out and develop ofl wher-

=

L L] ’ -.-.__...-4
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Almost all the oil used In West-
jerm. Europe and Japin—and a
ithird of that consumed In the
United States—is supptizd from
jabroad by these gtant corpora-
Itions.

The oil compantes have made
[Hhe svstem work hefore, alheit

“The internationals will sur- not  without wide—and now |

(growing—criticism, The ques-
Ition s how they will respond
ito the world energy game of
push and shove,

In any analvsis of the futurs,|
most experts start with the he-
lief that although the old struc-
ture of world energy has heen
tumbled, the bhasic building
blocks remain the same. De-
{spite considerable talk of ajter-
Inntive cnergy sources oil is

dikely ta continue as the kev for

power and heat for the rest of
this century. It is the moat avail-
able, harring palitical action, the
easiest to transport, and the
most vseful.

The three basie componesnts
of the oil industry are the oil
exporting states, the oil compa-
nies, and the oil importing
states Al three are far from
monolithic bloes,

The-ofl companies are va-
ricusiy concerned with produe-
ing, transportation, refining
and morketing, and when an
enterprize is gctive in-all four
ag"eas it is described as integrat-
-

The predominant companies
are the intarnational “majors”
the Exxon Corporation, the Ma-
bil Qil Cerporation, Texaco,
Ine, the Gulf O Corparation
and the Standard Qil Company
of California, all domiciled in
the United States and fully in-|
tegrated from the. oil fields of|
the Persian .Gulf to neighbor-
stationz  in

hood  gasoline
varlous parts of the world,
Other Leaders

Other “majors’” are the {oint
Angle/Dulch Royal Dulch/Shell
Group, British Petroleum Com-
pany and Compagnie Frangais-
&5 des Petroles of France.

Then there are the large inte-

prated  American. “indepen-|
dents" such as the Continental|
Ol Company, the Oeccidental
Petroleum Corporation and the
Marathon Oil Company and the
primarily domestic  American)
glants like the Standard Ofl]
Company of Indiana (which
markets &5 Ameco) and Stand-!
ard Ol of Ohio (Sohio). In ad.'i
dition are drilling Tig to multi-|
from owners of one gas sta-
tion or drilling rig o multi-
billion coporaticns, Then there
are the statle-owned or nationgl
oil companies of the consum-
ing mations such as Ente Na-
gionale Idrocarburi (ENI) of[
Italy, Hispaneil of Spain &nd
Petrobns of Brazil and the na-
tional oil companies of the ex-
tromin of Saudi Arabla and
Sonatrach of Algeria.

From the early days of this
century until 1970, the Ameri-
can, British and Dutch oil com-
penies, that is, the international
“majors,” known g5 the Seven
Sisters, were the most powerful
and most important Jactor in
the tolal energy trade. They
acted as the halancewheel be-
tween producers and consum-

ing oil in often far-off lands
and selling it largely in the in-
dustrial world, To a great de-

gree they dictated both price
and cutput. ' _

ducers and marketers ranging| |

In the fast four vears, the slt-l
uation has turned arcund 50
that the producing countries;
and the carte! they formed in
1360, OPEC, are in contral and
likely to remain so for the next
few years at least,

This shift in power came;
ahout chiefly because of the
narrowing gap between world|
supply and demand, and this
inarrowing was caused largely.
by the change in the position of
/the United States from one of
(wirtual self sufﬁmenc¥ to that
\of a major importer of oil. The!
\ahility of the producing nations:
ltu submerge individual differ-
ence tn their mutual advantage|
through OPEC applied the polit-
ical cement to the practical
forces of supply and demahd.

The swing of the pendulum
was initiated in 1970 by Col,
Muammar el-Qaddafi in Libya
who forced through a 30 cent a
barrel increase in the price for
oil, through sharp negotialing
tactics against the oil compa-
nies operating in the North
African desert state.

In October, 1973, a turning
point was reached amid the
emotinnal heat of the Arah-Is-]
raell war. The facade of nego-
tintions was eliminated and for.
the first time the producing’
states — Arab and non-Arab,
alike—unilaterally raised thel
price of oil, Almost simulta-
neously the Arab producers ine
stituted the first full scale oill
embargo and productien cut-
backs aimad at the Western im-
porling nations whom ﬂ'l.E_‘,j,r saW
as supporting lsrael. Further
sharp price increases followed.

Five-Fold Increase

Sinee Colone] Qadaffi's Initia-
tive, the price- of oil has
{rlimbed five-fold from about 32
a sarrel to  $10.46 while
Government revenues in the oil
}Fmducing states have soared
rom 91 cenis a barrel to
510,14, These chanpes have not
only squeezed oll-company prof-
iirs but also have et in motion
the enormous transfer of
|wealth from the rich nations to?
(the poor. |
| Not content with merely!
pushing prices beyond & level
|nnj,-nne has ever imagined, the
|producer  governments have
|@lso taken a share in the con-
cessions held for decades by
the oil companies on their terri-
tories. Soma time this vear they
¢ are expected to take full owner-
‘|ship, ending the concession sys-
iltem which hegan n the early
days of this century.
As the producing mnations
have taken the lead in this eco-

=

ers, discovering and produc-p




P " |
nomic - crama, the companies!

|
Hewever, the issue of how |
!1&!-'13 been forced into support-| phtain the nccessary capital 10| indeed, the international indus- | ™
ing roles. Some experts have imept future encrgy needs 15 @ try was so arranged that high i e U o mm-.

Contentlous Tssue

ntentlous ane. .
The companies say that it
they doonot get adequate rate|
{n| of return they will be unable Lo/
.| do the job.” The question is]

nies have few friends either in What is adequate? '
Critics assert the companies

the producing or in consuming ; i
ouniries, even their enemies| have r'll:'aSJIl.E‘d in on the “encray
for the most part cunc'ede that| ;:rlsm v{;th o fD{antII!nﬁnnfgv
they serve some useful pur-)ter another repor ing &oa
poses, profits in 1973 and 1874, Sena-!
Walter 1, Levy, a leading ail| tor Hnn? I‘-i..:lnck;ilonr D'Efﬂﬂi:l::é:
‘economist, contends, “The ma-yof Washington, has described)
jor oil companies will continue the ctsmpu?my profits as “ob-|
to he the most important tech-|scene.”
Inical and marketing force in; However, analysts expect
most n{h the world for a ]nng-'?g[ﬂspany pmfatsht{! {!T?Ip in!
time. Their technical compe-| 1973, some say supstantiaily.
tence and logistical services On the other side, Frank
an only be replaced at great|lkard, head of the American Pe-
L= ¥ P E | ) |
risk to those who eliminate troleum Institute, contends that
i ! there “seems to ?e : total mis
Capital Invested understanding of the tole of:
| profit on the part of many in
In the past the oil companies Congress and the public. wnh-l
have provided almost all the ) : |
P jout profit no business can
skills and technologles related : |
to the industry, invested the Erow. Without profit consumer)
e | needs can't he met.” This is &
|large amounts of capital me’paditheme e et B ans i)
land always incurred the risks (00 St s - anany
lof loss, invested great amounts; Y iR
in market development (and as; Another Viewpoint
a result have access to most of | Iohn Winger, . vice president’
the markets of the world), 2ct-1and head of the energy section|
ed 25 a political buffer between ! of the Chase Manhattan Bank,!
P'T‘d““’“f “T.‘dm“t’gf"f‘mé'zfn‘iﬁ'-’ argues that without the attrac-
trics and with tueir * tion of an adequate rate of re-
h”‘ﬂ;‘g ok ﬁfﬂp:;j‘;‘;%aﬁ]“““ditu;n, investments will go else-,
wioril sSUppi} . i where,

All these roles are in the proc-.  According to Security and
ess of changing—some MO Fychange Commission figures,
than others. But there can D2ithe rate of return on invested
little doubt that the trﬁidm?‘::ﬂcapiul for petroleum refining|

: v :
Tl i sl of 8¢ it s W perdic Wiony
b | 1 =
buffer between producer and oiher manufacturing activities.
DEﬁumur'_té'nw&ﬁ? a:;{:'ﬂ;mt_ Samuel Sr:hwnrttﬁ. Executwe

gofirey LNenwer, sI0ent vice president of the Continen-
of r1:~.-:Le1|1~=-51 IHEEIL;I:EI; rc:‘ F:e':.!z}] il Cmnpaﬁy and andemn-l
troledm and a oirec i Homist, contends that duting
IRoyal Dutch/Shell Group, &%=fmagt 'of the nineteen-sixties and|
ns, “The arguments for this parly ninetesn-seventies, return

asked wiether they will be| co
eliminated entirely from thel
cast.

The answer would appear
be na, for although the comps

A=

' plat J
role, and the arguments BEAINSY oy investment was 10 to 12 per)
gm‘t'rnmﬂnt-tnv:':_ovnrnm!.‘nt nB.I.I"'"ﬂ'—u“Tnﬂrf‘. like & uLﬂitTﬂ." Hf'i
gotiation, with its potential 107 ;,ys “gj] is high risk business
entangling political issues With [, 04 5t cannot get along wiih|
‘oil, are s strong as ever and iy rates of return.’ He says|
remain evident to gOVEIMMENtS byae much more is needed. |
‘and industry alike. But the “giecced with an enormous
growth of equity participation ... flaw the major oil compa-|
by OPEC countries and Lhe U niag sanergied internally about)
lateral setting of prices have oqparcent of their capital needs |
brought this role to a close.” | through depreciation and re-|
Supply and Demand | :.nirw;l_fe?.rniq_ﬁs dui;'ru; thde plntca_

o inp supply; teen-fifties, The ratio of dent to)

In regard to balancing Supp Y| internally generated capital be-

and demand, the Arab embar- :
go and production cutbacks| an ereeping up until it pres-
that this| ently stands at 70 per cent

conclusivel
chfﬁn 1% no mnge!': within the  self-generated and 30 per cent

province of the companies,

The companies' strong car
would appear to be their con-
tinuing stranglehold on the|
skills and technologies vital 107 a
the ofl business, despite grow-|
jng  technical  competence
among Saudis, Kuwailis, Ira-i
nians and other nationals of lhf.]
oil states.

Prof, Maury Adelman of the
Massachusetts Institute of Tech-
nology, 4 prominent ar.aiinm-
{ic oil expert, contends, 'Thp!
skills and personnel of the ail
companies are an international
resource. They cannot be easily
duplicated.” :

JK. Jamieson, chalrman of;
Exxon, savs, from a less objec-
tive vantape point, “The oil
fcompanies are the only ones
swith the skills and the organi-
sation to find, develop andl

d| outside funds is needed.
Besides debt financing, the
tompanies are also undergoing|
change in their profit center, |
Production used to he the in-

bring to market petraleum
products in the guantities tha
world needs."” '

i debt, Thus, greater access to|

dustrv’s most profitable area.

profits at the upstream, or pro-
duciion, end were used to sub-
sidize downslream, or refining
and marketing, operations.

| Domestically, much of the prof-

it stifl lies in production but in-
ternationally it is heing squeazad
put by the producing nations.

During the mnineteen-sixties
and early nineteen-seventies
the international majors earned
between 25 and 40 cents a bar-
rel. During early 1973 they in-
‘creased this margin to about G0
‘cents & ‘barrel. Last wvear,
however, the producing coun-
tries pared company production
profits to thelr present level of
about 22 cents a barrel.

The major issue remaining to
be settled in the producing aroa
is tha 100 per cent nationaliza-
tion of the Arabian American
0Qil Company by the Saudi
Government, which now holds
& 60 per cent interest. The hal-
ance is held by Exxon, Texaco,
Socal and Mobil.

When the take-over s con-
cluded sometime later this vear,
the other producing states will
likely follow the Saudi example
and the companies will no long-
er be owners of foreigh cruge
but buyers and hired operators.

Iran, in fact, was the first oil)
producer to nationalize its oil’
when Premier Mossadegh took
over operations in 1951, It was
naot until 1973, however, in re-
turn for leng-term  supply
apreements with the “majors,”,|
that the state's take-over final-
Iy became a reality.

RBig Question |

The big question is the fee the
producing  countries will payi
the companies for operating the
fialds A smatl-fee would put 2o,
leven greater burden on aiready
yweale refining and marketing
| Margins.

Gver the last five or six years
the companies have been try-
ing, with limited success, to im-
(prove refining and marketing
efficiency and profits [n antici-
pation of the everntual nation-
alization, The reduction in the
number of gascline stations in
recent vears is one example of
‘these gitempts. It is a -trend
that will continue out of neces-
sily.

The fee, however, could be
substantial, Sheik Ahmed Zakl
Yamani, the powerful Saudi
Arabian oil minister, has said
that the producing Govern-
ments are seeking to “replace
the present equity interest of
the companies by stromg incen-
tives 1o continua operating in
ithefr  territories,  including
handsome relurns for their ser-
vices and fees for their man-
iagerial and technological con-'
itributions. If the negotiations’
ieome to a conclusion the com-
panies will be assured of a long
and prosperous future with the
{producers.” |

* amw

Offshore Areas

panies and the independents
will continue for theforesceahle
futdre as the nation's oil find-
ors and producers, At issue i§
where they will be allowed to
explore, particularly in regard
to the Atlantic offshore areas.

A Federal Gil and Gas Cor-|
poration to drill for gas on!
prime acreage has been sug-
pested by  Senatof  Adlai E.|
Stevepson ad, Democrat of|
[1ilinojs, The oil companies are
apposed. But John W. Sawhill,,
in hiz first speech after leav-
ing his post as head of the
Federal Energy Administration,
=aid that although a Federal ol
company would not happen this
year—"Keep looking at it."

Regarding downstream oper-
ationg, the major unknown fac-
tor is whether the producing
countries will use their new
wealth to build or buy rrﬂner-l
ies or marketing empires in
the United States, Italy, and
other consuming countries.
Many experts believe that ma-
jor moves in this direction are
unlikely even though for years,
downstream participation has
bees, an announced goal of the
producers.

ore Money Flsewhere!

Thornton Bradshaw, presi-
dent of Atlantic Richfield, con-
tends, “The Arabs know they
¢an make more money elses
where, They would rather in-
vest in LEM." =

John Lichtblau, head of the
Petroleum  Industry Research
Frundation, points out that the
glow has come off downstream
|operations awml'it marging on
 peiraleum products have sunk.
" professor Adelman argues
{{hat the *best thing possible for
the West would be if the Arabs
did try to become major mar-
keters of their own crude.” |
, Mg adds, "The producers,
however, are smart enough to!
know that if they become largel
sellers  themselves they riskd
breaking up OPEC hecause of
their lack of knowledge of
markets and the potential for
under - the-table attempts to
maximize sales in a world sur-

tus situation. So they will like-

v lat the companies continue to
da the selling for them."

1t would seem likely that the
producers would ‘want to cap-
ture some portion of the "ma-
jors' " present sales to third pars
ties, that is sales to non-aifiliat-
ed companies and countries.
This represented some 15:to 20
per cent of the inﬂuﬁ's total
crude market, The producers, ifl
they wanted to, could capture
the major share of the third
party business with their ability
to control prices mot only fto
potential customers but also to
the “majors.” Some experts feel
they will not do this though for
fear of generating too much
competition within OPEC,

The producers are, however,
expected to build refineries on
their own tertitory as well as

-




‘about §1 a barrel fcllowing ‘a)

Bttempt to create industeial
complexes hased on high-ener-
gy-use technalogy, such as aly-|
minum and fertilizer plants,
Tarkers are one downstream
area the producers are likely to
move inte in a more dramatic
way. A number of countries

‘have started their own fleets,
land in light of the depressed
tanker market, it is relatively
cheap to buy additional ships,

such as Saudi Arabia and Iran!

producer moves into tankers;
and refining. "They could farce|
‘consuming countries to usel
ships regardless of cost and to
jbuy their refined products rath-:
er than cheaper crude oil," one!
bank analyst warned,

The consensus of experts in-
dicates that the companies willl
continue to grow but at a slow-
er rate, perhiaps half of that in|
the past, At the same time their|
control over their own futurs!
will probably centinue to di-|
iminis

The factors overriding nllF
segments of the industry (partic-
ularly in view of Presictr:-nt|
Ford's propesal for & high-|
energy-cost domestic economy,)
include the level at which|
prices will settie, the durahility
of OPEC, the peneral slate of
the world economy, intecnation-
al relations (particularly the/
Arab-Israeli conilicty and polit-
idcal attitudes toward the il
companies in both producing
and consuming nations,

Regarding prices, few analvsts |
‘believe they will ecdme déown
imuch in the short tarm,
| "The near term odds on g re-|
tduction in world ail prices are
‘exceptionally* slender,” - savs|
Charles T. Maxwell of the Wall
}Street firm' of Cyrus 5. Law:|
[rmce, Inc. He expects a cut of {

conference between producing|
and consuming nations Jater
this year. .

He adds *Eventually,” there
must be significant reductions,
whether by credit arrenpe-
ments D'll'! REVET never farms 1ol
poor nations, or stabilized prices
in an inflationary environment
or changed mixes of crude as
a disguise for cuts. The waorld!
cannot live with the current
level of oil prices and this is
certain to be made clear to Mid-
dle East producers over the|
next year." ‘

Some znalysts see a threat in! |

| iteristics much of the destiny of

| tries, the political problems of

Determinant of Demand

Conservation  efforts  nnot-
{withstanding, the basic doter-
iminant of demand sull appears
{to be the grawth of tha world
leconomy. The shamp price ad-
jvances reduced demand in 14974
thelow the 1973 level in the first
i year-to-year drop in history.
‘Unless total economic stagna-
tion sets in, demand seems cer-
tain to pick up in the future.

Most experts balieve it will
(grow - at hall its former level,
which was 4 to 5 per cent in
the United States 2nd 7 to 8 perl
cent fn the rest of the world.
This demand factor will exert
its own influence on the search
(for oil and the construction of
refmmﬁ and marketing facili-
ties and this uncertainty {5 seen
{making investments in the in-
|dustry far more hazardous than
|heretofore,

While the fate of each sog-
ment of the Industry will be de-
|cided by its individual charac-

‘the private companies will not
be in their own hands. As Raw-
leigh Warner, the Mobil chair-
man, puts it, “The future of the
(oil industry is inextricably tied
qip with political decisions both
‘In this country and overseas.”
However, many eéxperis be-
llieve the political problems of
the companies in the producing
igountries have peaked, Ragaei
El Mallakh, professor of eco-
nomics at the Univarsity of Col-
orado, contends the producer
states have “bilten off as much
ag they can chew,” he said.
“The years to come will he
a period of digestion. Anyv other
changes will be highly gradual,”
he =ajd.
* ¥et ih the consuming coun-

fthe companies mav be just
jcoming .to & head. 5. David
[Freeman, head -af the' Ford
|Foundation's Energy  Study,
(says, “Energy policy Involves
the fate of the world. Greater,
iplanning and intervention by
teovernments is natural and to
‘be expected.”

‘Social Control

i doel D, Fisher, arialvst for the
jnvestment firm  of Drexel
[Burnham & Co., notes, “We do
inot anticipate that the trend to-
\wards increasing social control
{over the energy industries can
Iha quickly or evea wholly re-
{versed. The contagion is world
‘wide. People putvote resaurces,
VWhen the winds of epalliterian-
ism blow strong, capital inten-
.;iva industries are in for trou-
e.'ll

| Indeed, it could he amrgued
that the fate of the domesiic in-
dustry depends more on Con-
gress than on the corporate di-
rectors.

1t seems likely that the deple-
tion allowance, intangible drill-
ing credits, and foreign fax
credits will be eliminated by
the new Congress. President
Ford has proposed an excess
profits tax along with domestic
price decontrol. But Congres-
sional contriol of prices at both
product and crude levels could
be extended. Leasing policy will
determine who can look for oll
and where.

On the surface, industry exec-
utives are optimistic. Their ap-
prehension, though, is obvious.
The Industry has faced man
crises during the vears and al-
ways landed on its feet. No
greater proof of its adaptability
exists than the fact that while
losing {ts most important physi-!

cal assets over the last four
years, it has managed to regis-
ter record profits, [
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Cuiling Back on Qil
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The Qil Strategy
Cf Consumers
And Producers

A number of developmenlz have
prowvided impnrtant clues to the emerg-
ing strategies that will be pursued by
oil-producing and ofl-consuming na-
tinns as they prepare for a meeting,
apparently not far off, whese they will
try to deal with the economic dislnce-
tions caused by high petroleum prices.

The producers.- The-Organization of
Petroleum Exporting Countries is soel-
inmuch greater power in the world's

~ major monctary. institutions, lang-term |

stebility for the favorable balance of-
pavments its members now enjoy and

_eooperation from the industrial coumn-
tries in‘ assisting less developed na-@ -

tions.

‘At 'a meeting in Algiers last weelk,
the OPEC nations called for the meet-
ing:with consuming countries and, ns
inducements, offered to stabilize ail
prices for five years beginning with a
freeze for the rest of 1975 to expand
oll -credits that allow consuming na-
tiong to defer payments, and to accel-
erate hilateral economic projerts that
help the consumers to offset their oil
dehis, "

The strategy is apparently to under-
cut the position of Secretary af State
Kissinger, who opposes a meeting be-
twean the consuming and producing
nations until the consumers are united
o A" common policy.

There are problems within the cartel
as wiell, hut it is doubtful that their
unity . on prices will be hroken. The
Waw York Times' Beirut correspondent,
Juan- de Onis, reports: “OPEC unity
is strong despite differences of ideal-
ogy &nd approach, The Algerians and
iraqnis with their socialist rhetoric
tehd to emphasize OPEC's role as the
vanguard of the lesset developed na-
tions, while the less doctrinaire Saudis,
Kuwaitis and Iranians see the negotia-
tioris as a way to put relations with
the West on & durahle hasis, But the
cement in OPEC is & commaon interest
in defending what they consider fair
prices for oil, There are no weak links
on’ this."

The cansumer natinons. While Sccre-
tary Kissingbr has recently feuded in
public with Western natinns that re-
jrcted his appeals for unity before
negotiations, French officiels  have
keen dnsisting that (here i oo longer
any serious differcnce of approach nnd
that a preliminary eonferencs hetwesn
ernmumees and producers will he heid
in } ]

Kissinger's Plan

Mr. Kissinger may in fact ba ready
to. end his efiart o force OPEC to
lower prices, There are reporis that
ke will announce this week a plan for
the consuming nalions to et a mini-
mum Import price for oil. 'The purpose

would be to protect the heavy invest-
mints by iRAUEHalzed nations in new

EfATEY Sources ARAinst A precipitous
drﬁb@mm et
bf#ak up. That would be consistent
=with The energy policy for the United
Stgles adopted by Presidenl Ford,

In addition to accepting the inevila-
hiflty "of high eil prices, most of the
industrizlized nations have agreed to

;f‘-h.i

ectihlish a “$25-billion “safety net"

fitnd to protect their economies against
1]15' strain those prices create.

~ . Fhere has been continuing evidente
of that sirain, The United States.re-
portsd a $3-billioh Trade deficit for
454 theseromdHargest Ti% CEn-
tury: i1 oil prices hisd been the same
& .0 1978, T THUNITY Would have
Fad 3 EIA-BHNGR surplos,

France, with similar problems, an-
pounced a 10-year plan to reduce fis
dependence on imported oil from 75
per cent of its {ofal consumplion to
betswween 55 to 60 per cent,

There also have heen moves in the
Uniled States, West Germany and
Japan’ to prevent OPEC oil ‘money
froin taking over major businesses in
those countries. Sen, Harrison Wil-
Hams, New Jersey Democrat, has [iled
a hill giving the President authority to
bar- in the national interest any for-
eign investment in an Ameri¢an com-
pany, West German business leaders
have agreed lo cooperate with their
Government la prevent “excessive"
foreign participation in major com-
panies. The Japanese Government is
repartedly wrestling with. ways (o
limit OPEC investmenis in Japanese
firms All three nations have phzcoma
favorile targels for OPEC nations seek-
ing to invest their peiradollars

OPEC's surplus money is atlracting

e —
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more business in the United States.
Trans World Airlines last week an-
nounced the sale of six used Boeing
747 jumhbo iets to lran for $99-million;
and lraq has ordered eight new Bose-
ing transport jets, for $150-million.

" Saudi ~Arabian bosinessinan’ Ghaith’

Pharann has reached an agreement, 1o
be signed tomorrow, to buy 40 per
cent of the Bank of the Commaon-
wealth in Detroit, one of the largest
in Michigan with 1874 assets et §51-
billicn. Finally, the Southern Con-
“ference of Black Mayors, 70 elected
officials from that region will travel
to Saudi Arabia, Kuwait &2nd Iran in
March or April 16 pursue negotiations

for petrodoliar inveslents in Urban, O

and rural development,
Those dallars seemed less polent

Treasury Secretary William  Simon
predicting that the boild-up of surplus
_ petrodollars by OPEC will .only reach
£250-billion by 1980 then level off
rgther than (ncrease to 5653-billion by
1950 and to S1.2-trillion by 1985 as
predicted hy the World Bank last July,
A number of reasons were given
for the enormous errors in the earlier
Waorld Bank forecast: an unexpectedly
large importation of goods by the
OPEC countries will offset some of
the surplus, for example.

l*l
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* 000 houses in deserts so bare

thntynumm:mhb:tn
mile away.

Or they come with thelr

&
l:’%!ﬂmﬁ':!-s to work as teams
1 Bl

I]‘II.“E]'!. PIB!‘.H'.IETS ar
workers of high

skills to mlphmmt contracts

’ flll'ﬂl-ﬂjl" signed _ by Umtﬂd
!:-smte: companie§ with Mid-

r.lle Eastern states.

Mrether y -succeed nr
Yot, those w are first-time
Jva}ragers t4 these ancient -
ane common

u'pericn — the culture
|.uhm:k, They will face prob-

{! lems of adjusting to a wide

-

'

*  cultural courses to graduate

d-

. by American managers is

I-
L&

wstudents of Middle| Eastern

1

In the Persian Gu

'wariety of customs, value
systems, lifestyles, attitudes
and work habits in areas
which until now have lyred
few foreign businessmegl

To help immunize) their
as personnel ga{nst
itting  social

“hajfioral gaffes, which might

{_jr pardize a share of the lu-

&
p o

SBﬂ-billlun marlet of

[ mrplnsiw in
the gustnm of management
education. ‘

9Some 200 universities
will shortly be affering cross-

students of business admin-
“Istration and to back-to-
school operating executives
* wvho seek to hone up on the
turbulent history of the Mid-
“dle East and gain insights
~into the peoples and institu-
‘ tions now slated for inten-
m industrialization.

- At the American Man-
aggment Asgsociation, where
i *Daing Business in the Mid-
d!'.. East” has been a some-

time item on its agenda of
lwenl hundred seminars a
year, the organization is
gearing up for a full-blown
- curriculum. It will emphasize
tact and diplomagy as the
key to suc ventures

h is still
of the

. taxing the facilities of such
ge-teaching schools as
where untilfnow the

tongues were adven-
., turous tourists. The jeaching
md An.hl is no

. -.qu]

e responded with what

24 O Al

-h.m long lists " or nlients.
Men such as Abdul W
~a New York consultant
: MMM cestry, steer
bus! en to
. Arsb agents, who im™tum
_open doors to government
,ministries responsible for
Wmdug enormous sims for
“economic development. Mr.
Wohabe's services,| however,
are not limited to making
contacts, He a con-
stant dialogue with American
* clients on the theme that do-
ing business in the Middle
'Eutish"da‘ft‘mtk:iudcfa

~ball

! - According to Mr. Wchabe,
o One trait that hurts the
“ American’s image in the com-

“merical centers of the Arab.
nm‘:ntriﬂ is, impatience dur-

ing the negotiation process,
To the United States execu-
tive, who is  characterized]
around the world as a quick

decision-maker, the pace of
dealing with Arabs mad-
deningly slow.™

Another consultant recalls

g situation which cost an
‘American company a sizable

" contract. When pressed by a
United Statas executive
for a yes or or no on-the con-
struction of a factory, & pro-
"'curement official from Dubai
"remarked, “After nl]l Rome

* vwasn't built in a day.”

=;’ “That's bemuseth?'
have an’ American
‘on the job" the American
back. The Dubai

ropologists  have Eﬂled

thu “gl:ss curtain"—a s
_eyed stare, used frequen y
by those in the Middle East,
which translates, “The con-
versation is over; please

lﬂ-ﬂve "

While verbal facility is an
. acknowl plus in helping
the executive adjust to over-

v seas life, another form of-
. communications has become

dmportant in training pro-

as an antidote to the |

grams
.culture shock. It -is "h-ndg
language,” a relativel
dimension in cult edu~
cation. Its guru is Gerald L
Miernberg, former president
of the Institute of General
Semantics and a student of
the kind of nonverbal be-
havigr which can cause fric-
tion between mnative and
foreigner.
" In his lectures to Ameri-
. ::m.s tlpped for Middle East-
ft is Mr. Niemn-
be.rguthes!s that to get along
. in these countries business-
! men must:make studied ad-
. justments to  the many
' nuances of language.
He cites ﬂﬁmm mma:taln
¢ gestures seem fver‘! v
g:tuﬂi to an American but
wthat could alienate an Arah
“For example, the
" handshake is very much a
pa.rtnithtﬁmeﬁunr.u]tunl
. Yet'in the Middle

mbahfﬁmngbukm
chair and pusting his feet
' des ﬂﬂf‘JNPmPH

e —

Culfure ”Shock

te in most ‘hudm
| But ln the Middle
show  one's hf:lﬂi.;
| stranger ur l'ﬂtﬂ
ered
Dona. s.umn, fo
of the Ténn:r:;i;hr Dfml“;
s | Gradu :
m International Af-
fairs, remembered 2 experi-
ence he had which ijlustrates
how subtle and iptimately
subversi e

El-ﬂ at pn

han nnll-' a f‘“’
T

ing sochjlogist dincu

the reasorl The holding pf a

cup and "a plate in ut-
manner

r.rwed by the natives ls 2
Tha

aymptum begging.

gl W e

s T S
P e

ST pe—
¥ ;r.-.s.--w-‘l} ot 3
e

T
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cadigin
et

el

body -language

step of the procpdurs
the initial screen. to
‘bon voyage. His '
is open to families who seek
advice on the myriad of ques-
tions that beset the husbands,
wives and teenagers who
must make. the decision
whether or mot to transfer
to far-off countries with very
limited creaturei) comforts
and vastly differept customs
and tult‘l.'l-l"e
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OlL PROFITS
BY JOSH FITZHUGH
NEW YORK (AP) = AMERICA’®S MAJOUR OIL COMPANIES BEGAN RECORDING Blg

PROF)TS AFTER THE OIL EMBARGO OF 1973, BUT TOUWARD THE END OF LAST
YEAR THE BOOM BEGAN TO SOFTEN, '
TAX INCREASES AND PRODUCTION CUTBACKS BY THE OIL-FRODUCING NATIUy
S

CONBINED WITH LESS WOURLD DEMAND ]N 1974 TO DIG INTO THE RECORD
R.SULTS.

ALTHOUGH EARNINGS OF THE MAJOR OIL COMPANIES WERE STILL LARGE IN
THE LAST QUARTER OF 1974, THEY WERE OFF AN AVERAGE OF ABOUT 5 PER
CINT FROM THE SAME PERIOD OF 1973==THE FIRST QUARTER IN WHICH THE
EMBARGO BEGAN TU BE REFLECTED IN OIL-COMPANY EARNINGS.

THE LARGEST DECLINES OVER 1973 EARNINGS WERE POSTED BY THE
INTERNAT I ONAL FIRMS,

'a'=21T IS SAFE TO SAY THAT WE HAVE CROUSSED THE PROFIT PEAK AND 'li'.
L L

BE LIVING WITH LOWER EARNINGS, PERHAPS SUBSTANTIALLY LUWER EARNINGS,
FOR THE NEXT FEW YEARS, 'a'w ROBERT DORSEY, CHAIRMAN OF GULF OIL CORp

.y
SAID LAST WEEK.

LAST YEAR BEGAN WITH THE INTERNATIONAL COMPANIES REAPING LARGE
WINDFALL PROFITS FROM CRUDE-OIL PRICE INCREASES ANNOUNCED BY THE Ol

CAPTEL, THE ORGANIZATION OF PETROLEUM EXPORTING COUNTRIES,
DOMESTICALLY, THE GOVERNMENT’aS DECISION TO EXEMPT NEWLY DISCOVE;
D £

CRUDE OIL FROM PRICE CONTROLS AND TO RAISE THE CONTROLLED PRICe OF
PREVIOUSLY DISCOVERED CRUDE BY OUNE DOLLAR A BARREL PUSHED EARNINGS
UF SUBSTANTIALLY. INCREASES IN NATURAL GAS PRICES ALSO HELPED.

PRICE AND PROFIT INCREASES, HOWEVER, SLOWED DEMAND FOR OIL AS TH_

WOFLD ENTERED A RECESSION,

NEW YORK = OIL PROFITS 2
CHEMICAL PROFITS, A PARTICULARLY STRONG ASPECT OF THE COMPANIES’_

EARNINGS ALL YEAR, BEGAN TO SHUW SIGNS OF WEAKNESS IN THE FOURTH
QUARTER .

BY THE LAST SIX MONTHS OF THE YEAR SLUWER PROFIT GAINS WERE BEING
COMPARED WITH STRONG YEAR-EARLIER LEVELS, RESULTING IN SMALLER
PIRCENTAGE GAINS AND FINALLY PERCENTAGE LUSSES.

GULF OIL CORP,, WHICH MADE 230 MILLION DOLLARS IN THE LAST THREE
MONTHS OF 1973, EARNED 185 MILLION DOLLARS IN THE 1974 FOURTH
QUARTER, DOWN 20 PER CENT,

MOBIL'®S FOURTH-QUARTER PROFIT FELL 51 PER CENT TO 136.8 MILLION
DOLLARS FROM THE 278 MILLION DULLARS THE YEAR BEFORc, WHILE TCoXACO7,

S

SKIDDED 29 PER CENT TO 320 MILLION DOLLARS, AS AGAINST THE 453
MILLION DOLLARS POSTED IN THE 1973 FOURTH QUARTER,

EXXON CORP., WHICH HAS LARGE DOMESTIC AND |INTERNATIONAL
UPERATIONS, MhﬁﬁGED A 9 PER CENT GAIN IN THE QUARTER TO 860 MILLION
DOLLARS FROM THE 787 MILLION DOLLARS IM THE LIKE PERIOD OF 1973,

THE DOMESTIC FIRWMS, UNTOUCHED BY HIGHER FOREIGN TAXEtS, GENERALLY
SHOWED MORE PROFITS IMPROVEMENT IN THE FOURTH QUARTER.

SHELL OIL'®S EARNINGS JUMPED 99 PER CENT TO 158.2 MILLION DULLARg

STANDARD OIL OF INDIANA’®S ROSE 44 PER CENT TO 174.8 MILLION DOLLARS

2

ASI'LAND OIL'=S GAINED 12 PER CENT AND UNION OIL'®S 9 PLR CENT.
'a'«THE HIGHER MARGINS ON U.S. CRUDE OIL AND NATURAL GAS LOUK Liy
E

THi. ONE PERMANENT |MPROVEMENT IN PROFITS DURING 137k, 'a's SAID
UIL=STOCK ANALYST PHILIP DODGE,
(MORE)

07216 G2 FEB 75
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NEW YORK = OIL PROFITS 3
ANALYSTS EUGENE NOWAX AND JOHN SHAUGHNESSY ESTIMATED 1974 PROFITg

FOP 19 FIRMS AT 16.5 BILLION DOLLARS, UP 45 PER CENT FROM 1973,
PIOFITS THAT YEAR, THEY NOTED, WERE UP 72 PER CENT FROM 1972,

Ol L=COMPANY SALES DURING 1974 EXCEEDED MORE THAN HALF TOTAL
FICDERAL REVENUES, WHILE EXXON’aS REVENUES ALONE WERE LARGER THAN TH.

GROSS NATIONAL PRODUCT OF ALL BUT 10 COUNTRIES.
YEAR=END AND FOURTH QUARTER EARNINGS WERE ALSO AFFECTED BY
ACCOUNTING PRACTICES AND CHANGES.
TEXACO'=S SWITCH TO LAST-IN, FIRST-OUT ACCOUNTING —— DESIGNED TO
DI FLATE EARNINGS BY REMOVING lhvENTGRY PROFITS == CUT 1974 PROFITS
Y

19€.7 MILLION DOLLARS,
A SMALLER CHANGE BY STANDARD OIL OF CALIFORNIA REMOVED 250 MILLI
N

DO/ LARS WHICH OTHERWISE WOULD HAVE BEEN REPORTED AS INCOME, SOCAL’=
S

PROFITS FOR THE YEAR WERE 970 MILLION DOLLARS,
BECAUSE OF CONTINUING NEGOTIATIONS WITH SAUDI ARABIA, PARTNERS Iy

ARAMCO —— EXXON, TEXACO, SOCAL, AND MUBIL —— HAD TO ESTIMATE SOME
RETROACTIVE PRICE INCREASES., MOST OF THIS AMOUNT WAS PAID TO THE
GOVERNMENT, BUT SOME REMAINED IN COMPANY HANDS, LEADING TU INCREASEp

CASH EARNINGS, ANALYSTS SAID,
(END)
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By AGIS SALPURAY

Bpecial o The Hew Yoo Tismae
« DETROIT, Jan. 31-—Thw Bank
of the Commonwealth, ane of
the largest in Michigan, ww
nounced today that a Soudi
Arabian  businessman  had
agreed in principle to acquire
a substantial interest in the
bank,

James T. Barnes Sr., chair-
man of the bank's board of di.
rectors, said that Ghaith Phar-l
jaon, an  American-educated|
Saudi with broad intemational
interests, was making the deal
in the hope “to establish Detroit
28 & major center for trade be-

United States and generate a
|significant influx of investment
capital for the banlk*

Mr. Bamnes seid in-a news re-
lease that a definitive agree.
ment would b. effected Monday|
in Deiroit. Henry Ford 24,
{chairman of the the Ford Motar!
Company, is scheduled to be
‘present.

The deal is believed to in-

volve one of the largest invest.|

ments in an American institu-

Contiaued 05 Pagc 32, Cuthinn s

>(é
SaudiinPact for Michigan Bank Stake
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Continued From Page 1, Col, 1|stock for $14.1-million amid fn-| 1n the five vears urder the
dications that = shareholders Parsons control, for example,
tion by a foreigner. The trans-would have voted to reject the|the Bank of the Comman.
action, which must be approved hid, wealth's holdings of tax-exempnt
by the Federal Deposit Insur:| The Bank of the Common- municipals went from 239.8-] -
ance Corporation, will meanlwealnh has hud a stormy his- million, or 7.4 per cont of as-
that Mr, Pharaon will own 40 tory, It went through a major sets, In 1564 to $308-million, ar
.|per cent of the preferred stock| financial crisis in 1970 and has|22.8 per cent of assets, in 1968,
'(and 32 pér cent of the common been helped to stay afloat by |  Most of the bonds had a ma-
stock. ia $B0-million credit extended turity of longer than 20 years.|:

Mr, Pharaon is 34 years old by the Federal Deposit Insur-! Mortgages during the “same
and is said fo have close ties|ance Corporation, and due inperiod increased from S77-mile
with the Saudi royal family.|1877, fon to $454-million;
His father, Dr. Rashad Pharaon,! Mr. Bernes said that Mr.| At first the investments
iz a high official In the Foreign/Pharaon became interested inlseemed to succeed and the
Ministry of Saudi Arabla. The Investing In the Bank of thelhank and the others in the
son  attended the Colorado|Commonwealth, rather than|pursons group grew rapidly.
1Schoo! of Mines from 1958 to|other banks he investigated in Interest Rales ut Peak
1961, Stanford Unjversity from |other major United States citfes,| But then interest raes shot
1061 to 1863, and the Harvard |Decause ‘the bank serves DE"up to the highest levels in 100
Business School from 1963 /troit, the aulumol_:ﬂe.: capital of years, and the investments in
through 1985, the u:nrld, and Midwestern Il“h.tha bonds and morteages were

He is chairman of numerous|0f other industrial CONCETNS: o lonper providing u profitable
large Middle Eastern businesses, | Witose products and tl.';*hLﬁ;":i"f {return,
1o the fislds of {nsurance, ship- (2 E PRI AR “|  Thiz became &pparent to da-
-\ping, petrochemical installn.|veloping Middla ka-fall_couthLrlﬂ_F. pusiiorslfcwhu b'u]:énn t0 with
-/tions, and pharmaceuticals. Hel The bank is the “th argest | draw funds, and Federal hani-
Eli'i also chalrman of the Saudi|in Mdiﬂ'iﬁﬂﬂhwrﬂh :'—‘é:"-ﬁ,ﬂﬁs'i‘i-'il{ng officials. became concerned|
el Resgarch and Development Car-|Histed i1 1974 at $1-billion. | Jo6i oo s il it ity
/|poration, n large holding com- n-;tht‘:;l 1;]'?“5“-' i cdine| The problem was that the
Slpany involved in industrial do. FACEE Sf, CUATAON, RECIFCAE nank- could not convert thel
tivelopment, construction, realjto MF. Barnes, was t_-'“’,h an -?:Inng-ran ¢ investmients readily
-lestate and general investmént.h‘?t?“t!ﬂ’ - for “E;MIanb "E-r'inm cdsh to ‘pay the “deposi-

Mr. Barnes said that hir.|'-;1’r"_r” :"h“.'f‘htg E‘:‘?;'lnehusin::s tors, .
Pharaon would purchase 80 per| FOM :ﬁl i rmnm':'-r and the| A crisis began on March 12,
cent of the Barnes f:.mlI}"L{'{;é&"c'if"n{uhlm é]n:.:;!!cr ; rola- | 1070, when the Federai Re-
preferredl and cormmon stock in [HHSWESL, P serve Board denied the bank's
the bank. The Bames Family B0 :
[Middle East.

tions with businesses in the| i
has owned 53 per-cent of ”;'-i And., Mr. Bames added, Mr. !:ﬁguEsathFF;EEFE:;‘:'?UFETJIU]}:?TQ:Ei
ral e - ar Een By VAl L A3 b M [ - 0 A
:.:;’Qlt'hr.«- ul ;Iln::;_llénun;lt D-tﬂkp;rr L; ‘; é}Phpra i fﬂ" "L L}'mkeu?wl "ﬁ”ggiﬂ?tn PhI;LLitj i é-tnq liguidity and
bank since 1872, s S e i depositors began. to
vt since it is held by n =ingle| . po2
by e Bies, e o PRI, the Bammes family. | Wihdraw theie money and the
cﬁrﬂrm;m of the board of James| A effort by another Middle serve to stay afioat, But be-
T ~BE'I'JI‘.*3 & Co, the ]arﬂfﬂt!EMm"} businessman, A}:madfrum the ]'%‘esm*e w-,:ruld com-
P;i‘v'-'ﬂ;ﬂ‘:' held mortgage b‘ﬂﬂ‘%ﬁgﬁ‘;ﬂ ﬁf’,mhk‘u:',:h:[:éé:s;fg“;I:*.*.:'[ itself, it sought the ouster:
4 5 P id &
;‘::,Eab:mij;ﬁim}h;:?es l?:mi;;,nﬁﬁ National Bank of anim:,:ﬂsb :}‘;r::;‘;;“n* and several of
SBAlinne 8 owh 25 inte:'ns:_f';";“du:ﬂ'g;‘;if:;i:“j";.lh?’:.:dﬁﬁm'[ Mr, Parsons resigned from
- : B y 1 3 :
gk smouming fo 30+ Gy comtimens to povida e, bourd of diectors and
1000 of preferred stock, Under|59'mmi°“ for a tender offeriye o, Spink forectosed on
the fenintive mgreement with|{0F the bank’s stock. Sources| ©y ' "o, SARE SHREC RS part-
Mr. Pharaon, he would own|CloS€ to Mr. Sarakbi said 10-| ers used, to acquire 39 per
1,424,000 shares of common|98Y that he had not given up cont of the bank's stocks
siock' and 132,000 shares m-.nn_d wias seeking funds from| ke
e e |Middle Eastern countries to Eought by Family
FEEAEE o purchose 400,000 of the bank's| These stocks were eventus|
Will Remain Chairman | 500,000 shares, ally bought by the Barnes
Mr. Barnes sald that hel The Bank of the Common-!fomily.
would remain chairman of thejwealth’s crisis in 1370 started| The F.DIC. in 1972 extended
board of ditectors, and his son,[when a  banking emplre of |2 crodit line for $80-million to
James T, Barnes JIr, wouldiabout 19 banks worth aboutithe bank, due in 1977, The hank
continue as & director, He sald{Sd-billion, built by Donald has used about $33.5 million of
that Mr. Pharzon

would he . Parsons, collapsed. Mr. Par-|this eredit, :
meting with F.DLC, afficials, isons, then a 40-year-old finan-] While the credit is in effect
the State Banking Commission-{cier and lawyer from the De-lthe F.D.LC. has wveto power
er and the Federal Reserve fm-|troit  suburb of Birmingham,|over the appointment of mem-
mediately aftor  signing  the jused

the Birmingham-Bloom-{hers to the board and the nam-.
agreement “io discuss his plans ficld Bank as a buse to build{ing of the bank's top oificers.
for arranging substantial addi-|his empire. _ The hank has not been do-
tional autside capital support| Before the collapse, Mr. Pare|ing woll recently. On Jan, 20
for the bank and to establish|sons was considered an innova-|it reported a loss of $3.25-mil-
an onpoing relotionship™ [tive, enerpetic financler whaoillon, partly as a result of the
A riebulf was siso suffered had pumped new blood into|decision to increase the bank's
by Adnan M. Khashogg, a Saudi|many of the banks he took|lonn-loss reserves,
francier, who attempted tofover. His techinique was to use|  Arthur F. Snyder, president
buy a ane-third Interest in the [depositors” noney to buy longof the bank, said then thut the
First National Bank of San(lerm tax-cxempt bonds that atjloan-loss reserve was sought to
Jase, Calif; He and the bunk|the time were earning high in-|provide 2 cushion apaingt poss
announced vesterday an agree- (terest rates. Lorge sums from(aible losses {0 the bank's S200-
mient For the withdrawal of hi4|the banks were also invested [million' commercial rea] estato
tofler to buy 650,000 shares of in real estale mortpages. mMortgages.
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|quietly negotiating for the

-lang officials from the ohe-rich final

]

N-Y  Tomex

Black Southern Mayars Asking 1
Arabs to Invest in T heir Region

By MARY BREASTED

The Southern Conference of Lightner of Ralsigh, N. CJ
Black Mayors, a group of 70 Eristus_Sams of Prairie View,
elected officials from Southern Tex: Earl Lucas of Mount
towns and cities, has been Bayou, Miss: Walter Washing-
last/ton of Washington, and Mayor
fow months with businessmen Cooper. But that list is ndt
natlons of the Middle East forj The group hopes Lo visit)
a program of economic invest- Kuwait, Saudi Arabia, and|
ment and cultural exchange.  (lran. which, although m’l-r:ch.|

?‘lix MAYOrs f}ium 15..:1 grouplis not an Arah country.
witl travel to the Midile East ; :
in March or April, Jay Cooper,| Disclosure In Texas
Mavor of Pritchard, Ala, and|

president of the mayors con- ried on without publicity until

The negotiations were car-|

N jerence, said carlier ihis week.
I" Mayor Cooper said that a
riegotiator for the organization

._|hm:1 been talking with the Am-

“Ibassador from Saudl Arabla to

| formulate plans for Lhe trip and’ quirfes

.._‘,hegln negotiations for goonomic
elexthﬂngr* ]
1. Mayor Cooper said that the
ldntes of the projected trip had
g nol yet been set, nnr had tha
& money vet heen raised o pay
. sgifor it However; Lwo founda-
h tions In Néwl Yark, whith e
- did not jdentify, have imelicated
o they “might he interesied an
yt paying for it he said..
a0 Twe-Way Deal Sought
Wophe poal of the mayurs'
growp is to attract Axah invests
I ments fn the indostries unid
1€ quriculture of Southern towns
land rural areas that surround
Fithein, In exchange, the mayors
B hope  local | businessmen can
5 market their products in Arab
il pountries,

Initial plans for both the
«Middie Eastern trip and the
I,!Erngram of economic exchange

egan  last fall, when the
_&guthern conflerence hired T,
(M. Alexander, a former be-
I;artrnf'm of Housing and Ur-

an Development officizl, as a
leomsultant assigned 10 nogo-
dtinte with Arab leaders and
‘|businessmen and.  to  Taise
|money for the (rip.

] The six mavors wha will
probably po on the frip—now
|projected for late March or
|early April — are Mavnard
Jackson of Aflana;  Clarence

ithroeoh Cmesting - with Ampriep.

this week. when Mavor Sams]
discloged them to local news-
men in Texas. !

Several wecks &zo, when '
The New York Times made in- |
ghoit the projected|

Midedle Eastern trip, Mavor|

|Cooper , expressed  some Con-|
lgern over the possibility that

early  publicity -ahbut Gt might,
arougse concern in Lie Jdwialy
commanily here, concern he|
was . huping to  Thead off,

can Jewish leaders. !

Those meetings have not yet;
been  held, and yesterday |
‘Mavor Cooper -said “he was)
Hrather chagrined” that news
of the trp had  hbéen  re-
Jeased,

Both he and Mr, Alexander )
|repeatedly said that the trip .y
pnil {he economic project were )y
“in no way political.” i
| *This is not by any means:p
lan atlempt or effort on the'}
part of the hlack community
to get involved in any kind of
political discord,” - Mr. Alex-
ander satd. !
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By FRANK MAZZA
Pan American Airwavs “ind the Iranian Zovernment
are near agreement on a financial arransement in which
oil-rich Tran will pump 5250 million into the faltering U8, -
&ir carrier and save it {rom extinetion, it was reported |

G yesterday., =

In another deal, Trans World | Virtuslly turned down on its pe:
Airlinea snnoviiced the sale of fduest for x subsidy from the
six Boeing 747 jumbo jete o Iran  U.B. povernment. .
for €09 millton, * ‘ i Slate ?npartment regulations

- imiting  fareipn Investments in

| bik . f 5 : F = \d
bsg‘nwrga:ﬁ:ddtfzﬂ tﬂhir::i-tgg};ﬂ?ﬂ'l' |-,i£-_~, Wir'€arriers to 5% with _'!{JHJIE'
% ol s Thres Tl nar EXoepliGhs: e repartedly
o Sthe ityes Lt e complinting egutntiont
3 L BL L Tell =
maonth and be completad by the | pete an wirline spokesman said

Rt v ReArs end, TW  Eaid. képt: itformed throughout the no.
! T - At the same time the Clvil fotintions and so fap BDPEATE Fe-
#erﬂnaullcn iﬁuarui annnuncadhit centive
a8 approved sn apreement he. e avound. the Siate
po v v olween Pan A and Trans World * Horavtniont rerulations, the Ira.
Airlines . to WP intcrnuuhr_m] miun mvestment mizht comie in
routes, The exchange should sig- the farm of a loan or suarntead |
nificantly assist the financial stn. bank eredit line up to 250 il |
bility of both airlines. lion.

News of the imminent agree-| In exchange, the airline will
ment with Iran and the action assist Iran in develaping Iran
by ihe CAB delayed trading of National Airlines into an Interna-
FPan Am stock on the New York tienal earrler of major propor-
Exchunige for two and a half tions. Tran has four Conpopde 81~
hours. When it finally opened at  personie airliners sn order,

1080 pom. 264,000 shaves had In the approved roule BWap-
been traded and the stock Wns: ping: agreoment, Pan Am will
up Tiveeighithe to 32.50. It closed bdrop fts U8 fa-Pars run, leav.
at 334, up T8, and was the!ing TWA the anly Amoerican ecar-
most active slock on the day’s| rier on the rogte, TWA will ceaze
trading list. (Mlying to Frankiurt, Fiving Pan

Later in the day Pan Am lail A exelusive service to that city.
off 1,100 of its employes in a con.  Many other cities are involved,
Hnuing drive to cut down s =
penses. A spokesman for the air-
line said that severs] hundred
more would be laid off between
now and April 1, a5 & resnlt of |
the route merger with TWA,

Talks On for Months

Talks on = financial AIrange-
ment between Pan Am and Iran
have been going on for several
mionths, “We are about a week
away from & firm announce.
ment," ane souree said, The pir-
line, which lost $1%6 million b |
Lween - 1969 and 1453, lost ‘S60.1
million during the firet 11
muanths of 1974, Recently, it wus-
e e —

|
|
|
|

—

...r,! the LS, ‘Eovernment, has theien .

E1s i




\‘h/..\.l



