"STRICTLY PERSONAL &
CONFIDENTIAL

Tth August 1962
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Seomeone recently had a conversation
with "a leading personallty in the oil industry"
who had recently been in touch with Mattel and who
stated thet Mattei had sald to him -

"It has taken me seven years to move the
Government to the "apertwra a sinistra”;
T can tell you it is nol going to take me
seven years to move Italy out of NATO and
o become head of the neutralist states."

There is no reason Lo doubi that this
statement was, in fact, made.

AJhJarratt, Bsd.,

Ministry of Power,

Thzmes House South,
Millbank,
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\. We have been considering recently whether H.}M.G. should be more active in

. trying to counteract the activities of Mattei and E.N.I. as a whole in s0 for as-
~ they are directed at attacking British oil interests overseas. To some extent
“this thinking was inspired by the prospect of the B.B.C. television ngmgram on

Mattei entitled "Portrait of a Tycoon" in which it was feared that ttei might -

‘launch one of his virulent attacks against the "seven sisters". In the event:

work and philosophy in that it gave a drametic snd complimentary account of his
contribution to the industrisl growth of Italy, whilst raising the right sort of
question marks over his activities and prospects outside that country.

the programme - at least in my view - gave a well balanced impression of Mattei's

;. However, the fact that this programme passed off more gquietly than we had at
one time expected does not change our view that E.N.I. is becoming an increasing
threst to British interssts, not in the commercial sense since the amount of oil
at their disposal is minimal compared with the resources available to Shell and |
B.P., but in the political sense of playing on the latent distrust of Western -
companies in many parts of the world and in encouraging oil autarchy at the
expense of British companies’ investment and trade.

i  In February 1961 the Foreign Office issued a Chancery circular on the
significance of E.N.I. It was composed of a short assessment of E.K.I. and an
Annex giving details of E.N.I's oil activities. The assessment emded by posing .
the question whether H.M.G. should try to bring influence to bear either way on the
problem of the relations between British companies snd E.N.I. Ve came down
against it on the grounds that we would not wish on the one hand to persuade major
companies to be more accommodating towards E.N.I., or on the other, to encourage -
action against E,N.I. which might be counter-productive in view of the Group's
closs relationship to the Italian Covernment. We concluded that it was primarily
for the oil companies to try to contain E.N.I. competitively although posts abroad
should support the U.K. companies against unfair allegations or pressures whenever
they occurred in official circles. - '

(- There has been no startling development in E.N.I's activities since the
Chancery circular was written but there is no doubt that E.N.I's influence and _
offers of assistance has spread considerably during the last 18 months, particularly
in Africa; that the Group have continued to make the lot of Western companies in
Italy as uncomfortable and eas unremunerative as possible and that. they intend to

their activities in this direction into the Community as a whole as well as.
the U.K.; that they are still attached to Russian oil and are one of the main
obstacles to securing a sensible agreemsnt on Russian oil in the Six; and that
they are having their jnfluence on Commmnity thinking about future relationships
with the producing countries of & kind that could only be detrimental to the

| Western oil companies. Our jdeas for introducing stability into the Buropean oil
' market will not reach fruition if E.N.I. extend thelr present practices unchecksd,
' whilst their intervention in other parts of the world could be at least as

‘. dsmaging to Western oil interests as the

sctivities of the Russians themselves.
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1 tiink we cught to consider, against this packground, whather we ought to
develop a more positive 1ins ageinst E.i.I. than that suggesied in the Chancery
circuler. This is not an easy guestion to decide. 1t can be argued that any
significant intervention ageinst B.M.I. might tring us up against the Italian
Governmment &t g time when we are looking to them for support im our negotiations
for entry imto the Common Mariet, end that for this reason any action against
E.N.I.,ei lsast in Zurope, should swait our eccession to the E.B.C. It can
also be argued that Matiel may be over-reaching himself to such an extent that
the Italian Government will becoms dtsillusioned with him without outside
4nfluance being brought to bear on them. This imwolves & political passsamant
which you ara better squipped to make than we ave. We hear reports frum time
ta time of the exasperation of senioT afficials in the Italisn Mindstry of
Tninstry and their fear that he is getting completely out of hand so far as
government is comcerned; on the other hand, it seens unlikely to me that the
Ttalian Goverrment, particulerly one of the present political complexion,
could Yightly abandon the men who has contributed so much to the Italian
economy, 43 well as to the growing influence of that country in overseas trade.

If onr view is that Mattei is likely to stay at the head of his eppire for
some time to come, then I think that somsthing more positive is required from
K.M.G. In particolar, T think it is important that our representatives overscus
should be briefed to teke a more motive role in defending Eritish company
interests wherever these seem likely to sufler from arrangements between E.N.T1.
and the national goverrments concerned which would give the former & preferentiel
position. We should also be more active in our support of British comperies in
those circumstences in which E.N.I. offers to help governments to develop thelr
own State oil induetries by wey of loans, techricel training, ssconded personnel,
and so on, I think we have felt in the past that such action by British
fovermment representatives might be counter-productive; I would still agree with
this in those cases whare there was a real prospect pf governaents resisting the
blandishments of E.N.I., but I em beginning to wonder bow many of thess are
really are.

“ I would like to make two suggestions for your consideration. The first is
that we might try and work out with ths compardes a list of those countries in
which E.X.I. activities secem to offer the greatest threat and in which counter-
action by H.M.G. - properly briefed by the companies concernesd - would be likely
to have the gzreatest chance of success. Secondly, that we consider issuing
further instructions to posts abroad gensrally by way of an Intel rather than e
Chancery circular with & vlew to giving an up to date assessmant of E.N.I'a
activities and more positive guidanoe to rosts to intervene on behalf of Britlah
cocpenies where E.N.I, appears on the acens. I have been talldng %o Shell
recently =sbout these questions and they gave me some materlel that they had worked

up themselves, copies of which are atitached, which would belp in the preparation of

stich s document (you will ses that they comtain a very interesting weworandum,
wirich was picked up by undisclosed sources, %O the Govermment of Ethiocpia, dated
1940, in which it was proposed, among other things, that the Impsrial Govermmant
should have ths right to teke over all the plants and properties of foreign
companies "without any peyment or indemndty by the State®. This document has
orly recently coms to hand).

Perhops the next step would be for us to meet when you have had a chance of
thinkinz these points over. .

_.|'|_- o

(a. \. JARRATT)
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Treft Veporandws Tor Use Tith F.U.G.

1y Politicel snd Beonomic Objectives

Tt is diffioult to wnderstand g number of Z.F.I1.'s poliecies, the

‘pattern of its expansion ovaorsees, or ite williognest to uniertake

apparently non=cocromic activities, unlous It is kspt clemrly ir oind SRes
E.Y.I. ie used iz 2 cersiderable exisnt fcr other than comperclsal LUrTOLGS.

Two statemenis ity Itclien Tinisiers meko it plain whzt ibese
nol=CcOrMerclal FUCpOEEsE arci

I gegire bo state tkat DJ.1. rexrssents =r cfliciant
imstrument for Italien econcrmic pensiredion in gceveral
cowrsries =znd taat, ae euch, Z.d.l. must pe uiilised;
it is clear ... that 3.0,.5.'s sctions rust be closely
co=or2inated wiik the roguirements of our ferelgn
Poliey eeos

Sisne> Fella, thsn Foreign

Vinieter, in zhe lislien
Serste, Jetober Yih., 1357.

HPerhare, Signor lJastei, the greaser pa=i ol your
eelletoretors erd pereornel do not realiee et dusing

=11 tke bours of tlLeir hLard wad serene wezk they cre melling
4 netgbule ccnsribution teo the developoent of 2 Terelgm
wolioy wortay oF & pecple of fidty millicans ... ivg, ¢n
bekal® of ke sovernment cver widch I have the homour of
sresicding, I muss exmress ke firm Infeationg cf continuing
the cxperimsnt whicl the demcerutic goveramente Lave
cozmenced Ty stending side by side ¥l yzu in your
endeavouss, wacldins <hea ené defending ihen ia he
intarral zad internatiozal fiele."

Sigmer Femfant, lialiar

Prime 1anigter, g3 otcmonoll
= vy

or. Jegezber 4th, 15el

Agrain, Sigror lastei Limsell has stated (ir =n %ﬂiﬂr\'ierr published
&l &

in "L'Upinion zconomigue es Finarnciere” on June lsi, 1661 )%

" 1T 251low & ngtional policy, and nos & commercizl pelisy ...”

It is not toe inteniicn of taie peper tc criticiee the Iialien
Governmens in any way fer uweing Z.r.I. to expend Itglian polii;ca:l. ard
coopouic irfluence smorsd; thet iz s Dotter oniirely 0T tos —izligh
Frarninent.

Jowever, such a polisy Las o uurhber of inmsviizlle censesuences for
coundries o companies which do husingses Tith Terele et i3 ia legitimgic Yo
drew eltention to tkem. For inetaneal
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q_i,h"ata.ta trading in oil (Ses appandix 3 for examplas). In developing
suntries this thems is propegated with particular asaideity. T.Y.I. reprecentatives
o to considerable lengthe in making their case tc government officials. Ome
locument precented by sx ZT.M.1. repressntative to the governnent of & developing
country, for instence, suggested that the best way Lo dGemenstrata to oiber countries
its sponomic and political awakening wae to Yorp a State oil company "as nad the
majority of modern eistes”. Mpe document Went on to sugxeat tuat 1t was "recessary
and urgent!' that the goverimwent eqould entrust a catiomal company under the direct
eontrol of ihe State with the sxclusive right of paarching, axploitation,
transportation and distribution of &11 vnéergreund predusis, as well a8 taow
pupplying ¢f suck preducts Iroo uorond; that the formaticrn of suck & coopany

wotld cause a vigoreus revieior of all existing conceGeione; —hat tkis national
company shoild have the Tight to re-sxaine <he legitimacy of the ownerebip of 2ll
ingtzllations, indusirial and commercial »lauts, etec., belonging 1O forsign companisEj
47 the rights of the foreign compaiies proved 1o be “urwarrantec of cueastionztle",
the petional corpeny should heve ile right to toke any acticn deemac navessery ard
it would therefore Le necessary fcr ths soreerent beiween the governmezt znd the
aaticnsl cocpany to have a clause stziing that the netional company Wouid have the
skt Lo “recover" all the plants and proparties belonging to toreign companies
without pajymznt or indemnity by tae State.

6. Attecks on Prices

A consistent feature of E.F.I.'s propagsnda ir Teceny years hat besn zharp
eriticism of price levele exd the norcal mechanise of prices, ard this centirues %o
s tne CABE.

This critizisr has vesn sccoudenied by sction ip Itely end thouga there
tpve beer no more price reductions recemtly,y E.Z.I.'s price sustins cempaign in 1660/
61 (fzur reducticns ir six monthe)] mesulsed in Italisu produzt prices cefore tax
Fecowing axong the lowsst in Turcpe. Indsed standard srads peival ig =till gold at
& “opa. Moere are migne that Sigror “a‘tel isz zoosidering furthber price Teducticns
in Ztesly.

It iz cot peseible o precict whetber = .0, T. #=11 1ipdulge in similar price
eritins in ike U.E., but tkree stztepente by Sigror hattel in this coanection are of
sarterest. hoen i‘riervicwed o I.7.4. on Jonuary Fotk, 1962, Ciguor Lattel was
seminGed that be bed Ma pet theory thet couwnlrigs like Srisain anc Italy need chesl
apwer for their irdustrics” and was ga<sd kow tiis caalt be écra. Ea replied:

Wmatls very eaSy — by lowsrIing prices"

and wer: on tc sey thet this was & provlenm wkick tue U.E. tust loox into, Agaln at
a press conference in Pome on FebIuary 14k, 1962, Sigoor katiel ceclared:

"o are in Tavour cf energy prices beins a&s low as possible ...

anéd I tuink we for cur part will erceavour to follow the sams

nolicy thet we foliow in Itely woerever we oparaie."

And in ar irtervicw with Alam UapdreT of =he "Deily Lail' published om
Tebzuary Tih, 1962, Signor batiel saics

"Wour industry peye far too much far 1is fuel."
5. Attituede towaxrds Coal

This price cutiinz, aud sitacke on prices, canno: ot pave its offects on
‘e buminees of European producsrg of indigenOus s23Tgl Tt i3 claar that tae inpact

of these ectics on coal producing countries ie undsrstcod but discountec. t the
prese conferenca 1n Tome Treported ir the previous paragrapk, for ing.ence, Signor
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it could result in en extremely seTicus Gogloceiliorn
of the U.E,'s oil supply systes - and that of
Eurcpe ~8 a whole;

tho inevitsble repercussions in the igdla Zest
nould endangoer Britizh inteTests neTre;

it iy clesr irec sarpgraphs € oné 7 wocve Sact i
v H.I. ectablishes itself in tre T.K. nmurket 1o eny
corsidersple exzent, the cempetitive éifficulties
of the coel industry could Lesore intensiliedy

a1

the stitemert by Signor Busso given et the enc

of peregrzph 1 is anything to €9 by, h.N.l.'8
axpensice ic the U.K. @nd in Fr:isigh adminictered
territerica is likely to lead to nmore thun & littie
friction betwoen the L.¥%. ana the Italian Guvermmantis;

l.l.

MNwiker successcs by Dui.I. in its canpelgm 0 builad
up sn importent positica for itself in Commonwealth
coirtries snd countries presently or formerly
prsdnistered mr ke T.Z. ooy be at the expenso Cat

(i) the U.l.'s szeciml pesitocn Ir rtese esumtTies,
herrime in rinl thel Isalien Iinicters heve
steted thet M.0.T. ie used to further Itelian
wollziczl =1d gcceeric 1iEresis gkread, =cd

(ii) 3ritier firme dging buginess in 1Lesd ctry.tries,
[pRriionl arny Tonse ifrien and the Indlz
sub-zontineatl;

trase two pogeinilitics are smaanced Ly 2P e ST

Noptiwgolenie]l pzoonrsniy Sheret eria 1ts prosction

al the farer-zts of alisr Trz1ian cincsrme."
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7 | I enclose a copy of z letier Sﬂtmut eo+ies of the supnle=
‘i’? gentary moeterial referred to in it) from the Ministry of Power about

S the sotivities of E,N.I, and what ateps we might be sble to take to
gounteract them in 8¢ far as they ere directed at attacking Eritish
oil interests overseas.

e 9, Thie is a matter wnich will obviously nced careful aendling

and before 1t ig discussed with the Ministry of Pomer it would be
helpful to have your views. One thing of which we feal certcin is
thet it would be out of tue ouestion at this etege, with the Common
Market talks to be resumed in the not-too-distant future and our
need there of whst supnort the Iteliens cen give us, to try to do
more then bring up to date Chancery Cipenlar Bo. 029 of Merch 50,
1961 on "The Elgnificance of E.N.I." by means of e Csctuel Intel.

3, Among the nuestions which suck an Intel might attemnt to
answer orei-

i}

J':f{i} m> what extent does E.H,.I. depend on Rusclan oil? Ie it

= really oart of the same sroblem or a problex on itz owm?
Hettel wne recently reported s saying thst only 10% of
the oil he bandles is Rusilen, Zhat 15 the true fisurey

(11) GCen one distinguish between ®.N,I1.'s octivities and Italy'a
interest? Could Italy, even without Mettei, Te s=xpected
tu sgree to what Mr. Jarratt calls "a sensible grrezaent
on Ruscian ofl in the Six"7?

(111) Will Mgttei have tc change his tune about tie wickcduess of
the internationsl oil trade now that he 45 succeszfully
exnloiting an oil field in Pepeic and will haove toc Dot A
orice which will satisfy the Fersions on the one aardé ond
nis customeprs on toe other? I this a side issue or i it
eventuslly poing to teke the sting out of E,9.1. oltogethsr)

(4¢v) Can e find sway of tsckling the problem of kottei's
virulent anti-ioperialist and gnti-oil comnany Propa Zenda,
of .hich the Note to ithe Btnioplan Governzent obtained by

Suell 18 a particulsrly nagty and naive examplie? P =

We should weleome your views, 1m econjunction #ith wWerdle Sudth, of

tuspe points, and especially on {ii) and (iv), =nd also on Egtiel'e

own wociticn (paras. 5 and 6 of the l1etter fron the Kiniatry of

PowWeT )

[ e



it he The Intel could also inatriet H.M. Reprecentatives, wpen Matiel
jiigppears on the scene, to report the facts gs fully = & possible. But

i’ for the reasons given I do not think that we would wiah to g0 ooy ,
% eurther then this at present, and certainly rot ae far as the Ministx
. of Power suggest in tnelr last paragraph,  However, leaving aslde

. the Common Harket negetiations, I ahould be grateful for your viewe
on the suggection toat in auitsble cases nosts might be instructed :
to intervsne, though until we have discuscsed matters with the Hinistm _ .
1 am not sure what fore Buch intervention would take.

(K.D. Jamieson) 1
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Every three years since 1933
the usual sniping Signor Enrico
Matici, the [talian oilman,
undergoes  from his  many
adversarics becomes a barrage
and the heavy guns are brought
o bear, lhaly’s ENL  Gil
Corporalon was established in
1953 with Signor Muatlel as s
president, and cvery three years
his mandate comes up for
repewal by the Government,
it 5 now due 10 expire next
March and an even more deter-
mined bid than usual is being
made by his  opponents 1o
prevent it being extended for
another three years. He hus
already been under fire for some
weeks and this tume the sheils
are falling fuster and thicker
than on any of the previous
oCcastons,

The irony of the situation s
that onc of the main weapons
which is being used against him
is the allegation that he cannot
be litted into the planned
economy programme of Italy's
present centre-left Government.
fn the past he had alwuys been
charped with Lefust sympathies
and with exerting his political
infitence 10 bring to power a
cenire-left Government,

Now he is bempg accused of
aulocracy, and some of the most
planning-minded members  of
the Government are said 1o
want to replace him with 3
meeker  and  more  pliabie
executor of their plans, Tyvroons
are rarely pliable instruments
in the hands of the pohitcigns
and Sicnor Mattel is certainlv
no exception to this rule.

A Failure ?

Signor Maltei's failure to find
amv really big oil fields s
usually considered a chink in
his armour. By 1965 E.N.L
will huave expanded so much
that 1o supply its refineries.
petrochemical plants and pipe
lines in Europe and in Africa
it will require about 20m. tons
of crude a vear, 11 is said that,
having inadeguale supplies of
his own, Signor Mattet  will
cither become completely  de-
pendent on Russia, or have to
come to terms with the big oil

to Go?

in general and the likely trend
of events in some of the main
pil-producine  nations of the
world,  First of all it is said
that self-sufficiency in  crude
would be a real disadvantage
for E.N.I.  Unlike most oil
companies the halian group

also includes compamies which
munufacture practically all the
plant and equipment reguired
by the petroleum and petro-
industries

chemical and even

Enrico Mattei

end products such as tlextiles.
Several of the associated com-
panies of the group have to
export a considerable percentage
of their output of finished pro-
ducts and their services and
techmical know-how. The
Eastern bloc of nations and
the less-developed countries are
among Lheir most  ohvious
markets. Many of these coun-
tries gre unwilling to pav cash
for the capital equipment and
industrial products they need.
but can pav for them with oil.

At the moment laly is
supplving to  Russia 240,000
tons of steel pipes. s1x 40.000-
ton tankers and other eguip-
ment, all of which is being paid
for in crude oil and the con-
iracts Jor which would not have
been secured had E.N.1. npot
heen able ta take Soviet crude.

According to the pro-Matiei
cxpurts the world market for ol
is not onlvy wvery much of a
buvers’ market now, but will
probably become even more so
in the next few vears, It is said

By Our Rome Correspondent

In Ttaly Signor Mattei is not
only an induostrial tyveoon as
president of EN.1 but also a
top ranking political figure.
And. in fact. another gccusation
which is brought asainst ham is
that ENUY, is alleved to pursue
its own foreign policy with hitle
regard o the Governments
official wttitude. Some people
go as far as to wonder if he
is controlled by the Govern-
ment or the Government by
him. This is naturally an exag-
geration, but Signor Mattei un-
doubtedly wields a grear deal
of political influence. His
removal from the presidency of
EN would entaill a wverv
major nolitical decision and
would carry with it vast politi-
cal repercussions.

Elections

A general election will be
held in ltalv pext vear. orob-
ably in April or Mayv, and it
will not be an easv one for
Traly’s leadine Christian Demo-
crat Party which supports or is
supported—it is not guite clear
which-—by Signor Matiwei. The
Government will have to make
known its decision on the re-
newal of Signor Mattei's man-

. date at the peak of the electoral

campaign. His removal then,
even thouweh it would be wel
comed in some idustrial and
business circles. would not be a
popular move in a wider field,

Signor Mattei. who was 2
war-time resistance leader. has
alwavs made a point of keeping
in touch with and helping
former members of the Resist-
ance, and this still means a lot
to thousands of people in
Northern  Ttalv. Many em-
plovees of the EN.I. have a
resistance background and are
devoted to him. Furthermore,
remembearing his own hard early
vears trying to work his wayv up
from his first job as a bedstead
varnisher. he has provided
E.N.I. with welfare services and

holiday facilities which  are
probably unri\*?.{lcd by any
other group n Italy.  His

“gcrusade " against the big o1l
companies. aone of which are
Halian. has won him cheap
popularity among nationalists
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