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FEDERAL ENERGY ADMINISTRATION 
WASHINGTON, D.C. 20461 

December 28, 1976 

93ME''IDEN'l'JAC 

Honorable Jimmy carter 
President-Elect of the United States 
Carter-Mondale Transition Group 
P. 0. Box 2600 
Washington, D.C. 20013 

Dear President-Elect Carter: 
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OFFICE OF THE AD:l.fiNISTRATOR 

'Ihank you for your letter of December 10. I look forward to hearing 
from Fran Voorde so that we can set a tine to meet. 

In light of the recent OPEC actions and acconpanying euphoria in the 
press I thought it would be useful for you to see a more sober analysis 
prepared by FEA. 

'Ihere are a great many uncertainties, not the least of which is identifying 
the real objectives and plans by Saudi Arabia. 'Ihere has been absolutely 
no confirmation of the Saudi's willingness to substantially increase pro
duction to force a 5% increase, rather than a 10% increase in crude prices. 
'Ihe only fact which is kna.vn. for certain is that we are going to have a 
minimum of 5% increase aYJ.d probably sarething more. Although 5% sounds 
like a low number it will add $1.7 billion to the U.S. annual oil inport
ation bill. 

'Ihe attached analysis is ·preliminary. I plan to continue to update it and 
make it available to you and your advisers right up to the date I leave 
office. 

B2st wishes. 

Sincerely, 

~~b 
trator 

Enclosure llEClASSfiD ....... ~ 
Per. Rae Project !£: NLC-I?lf; ~ {?-(. 0 
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THOUGHTS ON OPEC DECISON 
.. 

(What follows are preliminary thoughts on the Doha 

OPEC pricing decisons. FEA is pursuing a more systematic 

analysis of the implications and likely market outcome.) 

Summary 

Saudi Arabia (and the UAE) may have done the 

United States no real favor in spite of an apparent $0.60 

per barrel discount on 9 to ll million barrels daily: 

0 there is no certainty that the market can respond 

quickly enough to take advantage of the economic incentive. 

o the United States is called upon to respond 

immediately and positively in the Middle East and in CIEC. 

0 e~en a five perc~nt increase in world oil prices 

creates a significant incremental burden on an already 

strained world economy. 

World Oil Harket Scenario 

There are a number of factors that need to be 

analyzed in an assessment of the oil market over the next 

six months: 

0 the physical capability of Saudi Arabia to 

increase its production by more than 2 M1"1B/D. _ __..~ ~ '· 

Puri Rae Project 

liMITED OFFICIAL USE 
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0 the political commitme nt to do so (Yamani already 

seems to have backed ar..vay somewhat from his Doha statement.) 

0 the quality limitations of Saudi crude in dis-

placing the eleven "other" OPEC countries' production. 

0 the contractual and other constraints operating 

on potential buyers of incremental Saudi crude oils. 

0 the disposition of the excess inventories held 

by the oil industry in anticipation of the price increase. 

0 the willingness of the eleven "other" OPEC 

nations to "share" prices to avoid losing or recapture 

volumes. 

0 the behavior of the industry in anticipation of the 

announced July 1st further 5 percent increase, and the 

curiously timed July 19th next OPEC Ministers meeting. 

Given the uncertainties surrounding the above factors, 

the followingmay represent a likely scenario of the world 

oil market in the first six months of 1977: 

0 a first-quarter demand for OPEC oil of the about 

30 MMB/D, reflecting inventory drawdowns of approximately 

2 MMB/D. 

LIMITED OHIGJAL USE 
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o virtualiy no switching of dema nd to Saudi oil, 

since first-quarter nominations and lifting schedules 

under existing contracts are already set. 

0 a second-quarter gradual increase in demand for 

OPEC oil to 32-33 MMB/D by end-June depending on world 

economic recovery and inventory buildup anticipating 

further price increase. 

0 marginal swings, perhaps 1 MMB/D, to Saudi Arabia, 

bringing their production to only its current level of 

9 MMB/D. (The lack of greater movement reflects quality 

disadvantages versus premium-priced Nigerian, Algerian, Libyian . 

and Indonesian crudes; concern over longer term supply 

considerations by major oil company buyers of comparable 

quality crudes in Iran, Kuwait, and Venezuela's and the 

political alliance and financial support arrangements 

between major LDC purchasers and OPEC.) 

In short, even in the absence of a Saudi or other 

eleven "cave'' or another OPEC Ministers' meeting (already 

rumored), there may be little real economic benefit 

obtained by the industrialized world. Prices for premium 

crudes will hold at the higher level (i.e., 10 percent 

increase) , and prices for Saudi and competitive crude 

LIMITED OFFICIJ\L USE 
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(e.g., Iran, K~wait, Iraq, and Venezuela) may move towards 

one another. The net result by June could be a generally 

higher price level of about 8 percent on the marker crude, 

but with bigger differentials for premium and for heavy 

crudes. This glum scenario depends on the objectives of 

Saudi Arabia. 

Saudi Arabia Objectives 

In announcing the 5 percent decision, Yamani cited 

three reasons: 

0 the state of the world economy 

0 a carrot (or stick) for a Hiddle East settlement 

0 a similar prod on CIEC 

To these might be adaed two more: 

0 maintain leadership role in Arab affairs -
0 reassert dominance in OPEC affairs 

Clearly, Saudi's actions are a political gamble, one 

that requires U.S. initiatives to win. If the scenario 

of the market suggested above is reasonably valid, Saudi 

Arabia can "cave" in July without having permanently ruptured 

LIMITED OFFICIAL USE 
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OPEC since very little volume will have switched, the 

world economy may be stronger and, therefore, better able 

to support an increase, and Saudi leaders can "blame" 

the absence of U.S. initiatives for their abandoning the 

"moderate" pricing posture~ 

United States Options 

The USG is faced with a dilemma. Saudi Arabia has 

once again "politicized" oil in linking oil prices and 

supply availability to a Middle East settlem:e:ht, a link the 

United States seeks to avoid. Responding to the link will 

encourage further use of it. Non-response, however, will 

assure a further oil price increase to the detriment of 

the world economy, the resilence of which is increasingly 

subject to question. These issues are outside the purview 

of this memorandum. 

There are, perhaps, some energy options which could be 

supportive of USG initiatives vis-a-vis Saudi Arabia and 

OPEC, which would realize some short-term economic gain. 

0 "jawbone" ARAMCO partners to maintain current 

distribution patterns of Saudi crudes, passing full 

benefit of $0.60 per barrel through to customers. 

LIMITED OFFICIAL USE 
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0 encourage Saudis to make available incremer.tal 

crude to third-parties, particular LDC government purchasers 

(e.g., Brazil, India, etc.) 

0 encourage (discreetly) other U.S. companies 

to move discretionary purchases to Saudi Arabia. 

(The USG can not be seen publicly acting since this will 

only increase Saudi leverage.) 

0 encourage (again discreetly) other consuming 

country gover~ents to take similar actions. 

0 initiate impact studies on further price increases 

for use in anticipation of July OPEC meeting. 

0 publicly co®uit U.S. to reduced dependence on 

foreign oil, calling for massive new long-term programs 

of en~rgy resource development and conservation. 

Beyond July 

T~e Saudi physi~al ability to make oil available 

is a subject of considerable cebate. They · can obviously 
.':-

produce over 9 H.J.'1B/D because they have done so in 

October and November. If, howe ver, Saudi production is 

"well-limited" or there are o t :-1e r facilities constrain·t s 

(e.g., pipelines, gas-oil s e pa rators, loading docks), incremental 
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Saudi production will not be available until after July. 

Saudi Arabia may, nevertheless, e~bark upon a crash program to 

re-establish a level of excess capacity to reg~in its leverage 

over its OPEC brethern. A short-term benefit could be 

realized if the other OPEC countries backed off on 

price in anticipation of the Saudi position. It is 

certainly in the United States interest to have Saudi 

Arabia have that excess capacity. 

Clement B. Malin 
22 December 1976 
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THE WHITE HOUSE 

WASHINGTON 

MINUTES . OF .THE CABINET MEETING 
February 7, 1977 

~_. 

f.C-

The third meeting of the Cabinet was called to order 
by the Presiderit at 9:05A.M., Monday, February 7, 1977. 
All Cabinet members were present except Ambassador to the 
u. N., Andrew Young, who was absent due to his travels 
abroad on behalf of the President. Other persons present 
were: 

Midge Costanza, Assistant to the President for 
Public Liaison; 

Dick Moe, Chief of Staff to the Vice President; 
Jim King, Special Assistant to the President 

for Personnel; 
Frank Moore, Assistant to the President for 

Congressional Relations; 
Zbigniew Brzezinski, National Security Affairs 

Adviser; 
Stuart Eizenstat, Assistant to the President 

for ' Domestic Affairs and Policy; 
Charles Schultze, Chairman, Council of 

Economic Advisors; 
Tim Kraft, Appointments Secretary to the 

President; 
Rex Granum, Deputy Press Secretary; 
Robert Lipshutz, Counsel to the President; 
Jack Watson, Sedretary to the Cabinet and 

Assistant to the President for Intergovern
mental Affairs; 

Bunny Mitchell, Special Assistant to the President. 

The President welcomed the Vice President home from 
his trip to Western Europe and Japan and commended the Vice 
President for th~ ~utstanding job he did in representing 
the President and the United States abroad. 

The President then made the following remarks: 

(1) The President reiterated that no campaign 
persons have been, or will be, referred to the Departments 
for assignment who have not been carefully screened for 
their competence. Th~ President said that the people 
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referred to the agencies for assignment should be treated 
fairly and courteously, and that he had had reports indicat
ing that such treatment had not been afforded in some cases. 

(2) The Pre~ident asked the Vice President to discuss 
the subject of prior consultation with Members of Congress 
regarding appointments. Mr. Mondale said that some major 
appointments had been announced by various Cabinet members 
without any prior notification of key members of Congress. 
Mr. Mondale emphasized that the Administration could lose 
crucial support on key issues in the future simply because 
a Senator or Congressman was not given the courtesy of a 
prior notification of an appointment in which he or she 
had an interest. Mr. Mondale suggested the following 
procedures: 

First, names of proposed appointees should be 
forwarded to the President through Hamilton Jordan. 

Second, as soon as the President's approval is 
obtained, and before FBI checks are initiated, 
all interested Congressmen, Senators and Governors 
should be notifie~. 

Third, no formal announcement of an appointment 
should be made until all notifications have been 
made and all FBI and IRS clearances are in hand. 

(3) Th~ President asked the Vice President and 
Hamilton Jordan ~o prepare and distribute a memorandum 
outlining the exact -steps to be followed in proposing and 
clearing appointees. The President also suggested that 
Cabinet members check directly with Bob Lipshutz on all 
questions concerning possible conflicts of interest of 
prospective appointees. 

(4) The President announced his nomination of 
Admiral Stansfield Turner to be Director of Central Intel
ligence. He commented that he has known and respected 
Admiral Turner since their days together at the Naval 
Academy, and that Admiral Turner is one of the finest 
military officers he h~s ever known. 

(5) The President said that the numerous major 
disaster and emergency assistance declarations had been 
handled expeditiously, and that he was pleased with the 
coordinated and timely response of the vari6us federal 
departments and agencies. 



3 

(6) The President noted that he has initiated 
a series of meetings with foreign leaders beginning 
February 14th with President Jose Lopez Portillo of 
Mexico. He asked Cabinet members to inform him of 
subjects they think should be discussed at those meetings. 
The initial meetings are tentatively scheduled as follows: 

President Jose Lopez Portillo of Mexico 
February 14/15, 1977 

Prime Minister Pierre Trudeau of Canada 
February 21/22, 1977 

Prime Minister Yitzhak Rabin of Israel 
March 2/3, 1977 

Prime Minister James Callaghan of Great Britain 
March 10/11, 1977 

Prime Minister Takeo Fukuda of Japan 
March 21/22, 1917 

Memoranda on suggested topics of discussion for those 
meetings should be submitted to the Cabinet Secretary at 
least five days before the meeting. 

(7) The President announced that he and the Cabinet 
will meet with all 50 Governors at the National Governors' 
Conference Mid-Winter meeting on Monday, February 28, 1977, 
and that there will be a dinner at the White House honoring 
the Governors and their spouses on Tuesday evening, March 1. 
Plans for both events will be coordinated by Jack Watson. 

(8) The President will be visiting various Cabinet 
Departments during the next few weeks beginning with the 
Departments of Labor, Commerce, Treasury and HUD on 
Wednesday and Thursday of this week. 

(9) The President expressed his concern about the 
enormous amount of time spent by Cabinet members testifying 
before committees and subcommittees of Congress. He asked 
Cabinet members to give him a report on the time they have 
spent testifying in the last two weeks, and asked the Vice 
President to consider ways in which the burden on Cabinet 
members might be reduced. The President acknowledged the 
importance of Congressional testimony, but observed that, 
at times, Cabinet members had virtually no time to do 
anything else. 
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(10) The President asked each Cabinet member to 
give him a brief memorandum on Friday of each week out
lining their Department's major activities of that week. 
The reports will help keep the President informed and 
shorten the reporting time at Cabinet meetings. 

(11) The President expressed his pleasure with 
the Commission on Ambassadorial Appointments and on the 
Search Committee which had been established by the 
Attorney General to make recommendations for a new FBI 
Director. 

(12) The President asked Mr. Vance to do a survey 
of the unconfirmed treaties presently pending before the 
Senate so that we might take appropriate steps to expedite 
the ratification process. 

(13) The President observed that there were 
numerous advisory commissions and committees which had been 
created by Cabinet -members and which, therefore, had to be 
eliminated by them,rather than by the President. He asked 
each Cabinet member to begin immediately to analyze the 
commissions under their control so that decisions could be 
made soon as to which ones should be retained. The President 
is sending a letter to each of the Cabinet members shortly 
which calls for a government-wide, zero-base review of all 
advisory committees , with the presumption that all commit
tees should be abolished except those -

(a) for which there is a compelling need; 

(b) which will have truly balanced membership; 
and 

(c) which will conduct their business openly. 

The President has asked Mr. Lance to provide all 
Cabinet members with instructions for carrying out the 
agency reviews, all of which are to be completed and sub
mitted to OMB no later than April 1, 1977. The President 
asked Mr. Watson to ensure that the OMB memorandum on 
advisory committees was circulated to all Cabinet members. 

(14) The President also announced that he would 
soon send to the Cabinet a memorandum regarding regulations, 
requesting, among other things, that all regulations be 
signed by their author, and that all Cabinet members read 
all regulations issuing from their Departments. The 
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President reiterated his desire to reduce substantially 
the number and complexity of federal guidelines, regula
tions, bulletins, reporting requirements, etc. 

(15} The President asked all Cabinet members to 
support the Administration's Executive Reorganization 
Authority Bill at every opportunity. He wants to sell th~ 
bill to Congress on its merits and needs everyone's help to 
do it. 

(16} The President then called on Cabinet members for 
comments beginning with the Secretary of State. The following 
is a summary of matters discussed: 

Mr. Vance noted that: 

(a} He has been meeting with Mr. Ivor Richard, 
British Ambassador to the U.N., who has recently 
returned from a negotiating mission in southern Africa, 
regarding the Rhodesian situation. The prospects for 
early resolution in Rhodesia are not good, and the 
situation in Namibia also remains deadlocked. Mr. 
Vance will testify on Thursday of this week before 
Senator Clark's Subcommittee in support of repeal of 
the Byrd Amendment. 

(b) The State Department is reviewing its rule 
which severely restricts the movement in the U.S. of 
Ambassadors to the U.N. from those countries with which 
the United States does not have diplomatic relations. 
Mr. Vance is convening a meeting of other interested 
agencies and expects the restrictions to be modified so 
as to be consistent with restrictions imposed on 
Ambassadors from other communist countries with which 
the u.s. does have diplomatic relations. 

(c) Mr. Vance said that he had publicly stated 
his opposition to "linkage" of the human rights issue 
withotherissues such as nuclear disarmament, trade 
talks, etc. 

(d) The Ambassadorial Advisory Panel consists of 
twenty members representing a cross-section of the U.S. 
The Panel has been given the names of all people who have 
been recommended to the President for consideration as 
Ambassadors. The Panel will review those names and give 
the President its findings regarding their qualifications 
to serve as Ambassadors. 
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(e) Preparations for Mr. Vance's trip to 
the Middle East are almost complete; he is meeting 
with the Senate Foreign Relations Committee next 
week to get their suggestions and ideas regarding the 
trip. Preparations for the President's meeting with 
President Lopez Portillo of Mexico are also almost 
complete. 

The President observed that the military pomp 
and ceremonial aspects surrounding visits of foreign 
heads of state will be reduced, as they have been 
reduced generally in the White House. 

(17) Mr. Marshall asked the President's direction regard
ing invitations to Cabinet members to visit foreign countries. 
The President said that he thought it best to hold foreign visits 
to a minimum during the first year and to accept invitations 
only in those situations in which matters of substantial inter
national significance were involved. 

(18) Mr. Andrus reported that he was testifying on the 
strip-mining bill at 11:15 this morning and that he had 
visited Kentucky and West Virginia during the weekend in pre
paration for his testimony. 

He also reported that the Department of Interior 
has selected four natural gas fields for the purpose of 
comparing production figures for this year with previous years. 
He expects a report on the matter by Friday of this week. 
Mr. Andrus stated that he has no information at present to 
indicate that the natural gas shortage is contrived, but that 
the comparisons are being made in an effort to address allega
tions that it is. 

The President remarked that he regards development of 
a sound, comprehensive national energy policy as one of the most 
important items on the nation's agenda. 

(19) Mr. Califano reported that he has convened a dis
tinguished medical panel to examine the A-Victoria influenza 
problem and that their report is expected on Tuesday, February 8. 
He also announced that welfare reform public meetings will begin 
on Friday of this week, and that public hearings will be held in 
March. The first report to the President on welfare reform will 
be ready by May 1st. 

The President asked Mr. Schlesinger, Mr. Blumenthal 
and Mr. Califano to outline the procedures they plan to follow 
to achieve a broad public outreach in the development of energy, 
tax reform and welfare reform policy. 
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(20) Mr. Califano reported that he plans to create an 
Office of Inspector-General in HEW, and that he has submitted 
a name to the President for appointment to that position. 
There is legislation pending in Congress to create Inspectors
General in every Cabinet Department which would report to 
Congress. Pat Harris urged Administration opposition to the 
bill, and the President asked the Attorney General to review 
the legal aspects of such a bill. 

(21) Ray Marshall reported that the latest estimate of 
unemployment caused by the cold weather/energy situation is 
1,816,806. The Labor Department continues to explore utiliza
tion of public service employees for tasks in emergency 
situations such as snow clearance, transportation, cleanup 
and repair, etc. 

(22) Mr. Marshall also reported that the Department 
continues to work on the problem of "undocumented aliens", and 
that he will have a report to the President before the 
President's meeting with President Lopez Portillo. 

(23) Mr. Bell reported that a special Justice Department 
Committee report on the Martin Luther King, Jr. assassination 
is almost complete. 

Mr. Bell said that he had had a breakfast meeting 
with the House Appropriations Committee last week and will have 
a similar meeting with the House Judiciary Committee this week. 

(24) The President noted that Senator Byrd and other 
Congressional leaders believe that Committee Chairmen in Congress 
have had their authdrity somewhat undermined in recent years. 
The President urged Cabinet members to work closely with the 
Committee Chairmen who deal with their respective Departments, 
and to be careful to involve Committee Chairmen in important 
matters of mutual concern. 

(25) Mr. Blumenthal announced that he has waived the Jones 
Act in two cases, thereby permitting foreign vessels to transport 
natural gas between U.S. ports. He also announced that the most 
popular aspect of the stimulus package is the Youth Employment 
Program, and that the most unpopular was the tax rebate. Mr. 
Blumenthal suggested that we need to continue our efforts to 
develop an effective anti-inflation policy. 

(26) Mr. Blumenthal reported that Treasury is undertaking 
a study of the salaries for all Independent Financial Institutions 
such as the World Bank. 
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(27) Mr. Bergland reported that he is exploring ways 
to incorporate a weather prediction capability in the Depart
ment of Agriculture. 

(28) Ms. Harris announced that HUD has placed a 90-day 
moratorium on public housing evictions, and that she met 
last we~k with representatives of public housing tenants in 
what she described as a productive and informative meeting. 

(29) Mr. Schlesinger reported that the weather has 
abated somewhat; temperatures have risen slightly, and the 
pressure in gas pipelines is up. Mr. Schlesinger also warned, 
however, that, because the situation is improving, the public 
may erroneously think the energy shortage is over. He urged 
the President to stress that the energyshortage is not over, 
and that it continues as one of the nation's most serious 
problems. 

(30) Bert Lance reported that testimony on the Reorganiza
tion Bill begins in the House tomorrow, and reiterated the 
President's comments regarding Cabinet support of the Bill. 

(31) Brock Adams said that decisions had been made on 
I-66, Westway and the Midway air service applications. Mr. Adams 
and Mr. Vance have made a joint recommendation to the President 
for appointment of a special U.S. Ambassador in the U.S./U.K. 
negotiations. 

(32) Mr. Adams reported that he is going to Boston to 
participate in some town hall meetings, and that he will travel 
from Washington to Boston by train . 

• 
(33) Mr. Adams noted that he is receiving calls from 

various Ambassadors and foreign Ministers, and that he will 
coordinate his response to those calls, as necessary, with 
Mr. Vance and others. 

(34) Ms. Kreps reported that a recent court decision had 
imposed unrealistic and unenforceable standards with respect to 
the catching of porpoises by tuna fishermen. Mr. Bell said that 
he would have the decision reviewed immediately to determine 
whether or not an appeal should be taken. Ms. Kreps said that 
negotiations regarding general fishing agreements are proceeding 
well. 

(35) Ms. Kreps also stated that she had testified for 
two days last week on EDA, and that there is considerable 
Congressional pressure to increase the $4 billion appropriation 
level on public works. 
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(36) Ms. Kreps reported that Common Cause had requested 
all of the Commerce Department transition briefing books. 
The President said that he does not think the briefing books 
are subject to the Freedom of Information Act and asked the 
Attorney General to review the law on the subject. 

(37) Mr. Brown reported that an average of 1200 National 
Guardsmen had been on daily duty in those states in which 
major disaster or emergency assistance declarations had been 
made. 

(38) Mr. Brown also stated that in planning military base 
reductions, it is extremely important to assess the employment 
and other social impacts of the closings, in addition to the 
military impacts. 

(39) Mr. Schultze noted that various press reports of 
a $1.8 billion add-on by the House Budget Committee to the 
President's stimulus package were greatly exaggerated. The 
increased figure is derived primarily from different inter
pretations of the speed with which the money can be spent on 
various programs. In effect, the House has moved some of the 
FY 78 expenditures into FY 77, without increasing the total 
expenditures under the package. 

(40) Mr. Brzezinski reported that the Special Coordinat
ing Committee of the NSC had met last week to discuss SALT, 
and that a meeting of the Policy Review Committee, Chaired by 
Mr. Vance, had also met to discuss the Middle East. The NSC 
currently has groups working on Middle East and Human Rights 
issues and is also doing a "dynamic net assessment of U.S.
Soviet strategic, mllitary and political relationships." 

Mr. Brzezinski also noted that he and his staff 
are working with the Economic Policy Group on numerous economic 
issues. 

(41) The President stressed his desire for all Cabinet 
members and senior staff to preserve and protect their personal 
time for recreation and relaxation with their families and 
friends. We must all work hard, he said, but not to the detri
ment of our health or at the sacrifice of our families. 

The President adjourned the meeting at 11:32 a.m. 

Respectfully submitted, 

~~ ·WR.~ 
k H. Watson, Jr. 

cretary to the Cabinet 
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THE WHITE HOUSE 

WASH INGTON 

February 7, 1977 

Z. Brzezinski 

The attached was returned in 
the President's outbox. It is 
forwarded to you for appropriate 
handling. 
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