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"Following frem Ambassador Luce:

1. I would very much eppreciste your forwarding \
or discussing following comments with the Under Secretary !
of State Herbert Moover, Jr, MNatter affects our gemersl
interests here (inecluding your own fndirectly) and is not
exactly suitable for my usual channels of communication,

I am therefore calling on you to do me the favor of

passiag 1t along to the Under Secretary of State personally
becsuse he is an expert in regard to subject matter
invelved, I hope you will make whatever comment you wish
as to psychological implicetions, Communists are playinag
this ome hard,

2, In 8 conversation with Quaroni last week he
stated there was one basic situation and only one which
threatens gquadripartite and prevents creation of stable
government, This 1s controversy surrounding sdoption of
@ law covering the exploration end development of liquid
snd gsseous hydrocarbons, Quaroni's reasoning follows
line that before Mattei will submit to passage of an oil
lsw such as §s favored by our econmomic mission, he will
bring down government and bring about monocolore with
support of Sociallsts, who will then give him the oil law
that he wants, MWhile Quaroni's view is probably extreme,
I have learned from other sources that the disparaste
pesitions between the B, 35, and Mattei on this questien
sre continuing cause for ceomsiderable tension within
pelitical structure here; I do accept Quaroni®s position
that it might be desirsble for U, S, Government to teke
initistive unofficielly te bring foreign oil interests
together with Nattei in hope of settling questions by
negotiation, Certaialy there is some reason to believe
matter can be negotiated if initiative is takens by =
recognized technician of sufficient standing.

3. The pesitions of the varlous parties at interest
have become so fixed it is difficult to see how tension
can be esased unless some such negotiation is undertaken under
appropriate sponsorship, On this very score I may state
that fome and certain of our economic
poopke have Eﬁeif‘ﬁiﬁ‘Lettled views, supported by strong
and legical srguments, but nevertheless dismetrically
opposed to those of Nattei, In order that matter not be
unusually belabored and situatien further aggravated by

a priori discussion, I suggest that negotistion under U, S,
technical sponsorship be considered by the Secretary and,
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if he finds snggcstlcn has merit, make such sn oifer
within sppropriste framework, As very sinimum, qualified
technician could sdvize ns on adequacy or inadequacy of
U, S§. position after close snalysis of problem involved.

4. I will sppreciste your giving this suggestion
{or say other which you feel may alleviste this tensive
fssue) your fullest considerations ia anticipation of
:rri::l gext week of Eldridge Durbrow who can fill in
ete Se

| | Commentss

*j, MNodality of oil exploration is ome of livest
topics which Communists have to play. They hammer away
st Amerfcan viewpoint constastly, talking oz ell "imperialism®
themes which are se well ksown in this counection, They tried
hard to meke petroleum explorstion sn issue ia Btcilian
elections, mot without some success, Much potentis! and
possibly remascent nstionalism revolves arousd this isswe,
expression of which could well de perverted end diverted
by Communists to their own ends, On this fssue it entirely
possible some people close to Mattel are giving succor to
Nonnl Socialists and Communists, at least we have number of
rather genersl reports this effect. ‘

2, Iz meantime, from several sources, we have iearned
Mattei is mot supportiag directly CD Party but has chosen
give funds through Vesoni to give "La Base®™ curreat
peliticsl leverage om lssue, Thus issue spills over into
very stracture and basic umity CD Party, impelling 1t
further toward Nensni, ‘

3, Certainly I cen say:that adoption of a law
supported by Government, Nattel and foreignm interests
would dispel one large disunifyiag issue from withis
and would remove a Communist "cause™ on whieh much sting~-
fag snd probsbly effective propagaanda ts based. MWMoreover,
the longer settlement of issue 13 delayed, the move
inclined Mattel may be to seek Social Communist support.”
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