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SUMMARY,

1, MNOTHING NEW TO REPORT ON SUMMIT (SSUES, BUT ADVANCE wARN|

I\t CONFIDEMCE OF A 0SS |BLE AMERICAN DECISION |% THE NEXT FEY
DAYS TO TERMINATE IMMEDIATELY THE OPERATION 0OF US OIL AND
CONSTRUCTION COMPANIES IM LIBYA. THIS WOULD FREE THEIR HAND

TO PRESS THEIR PARTNERS FOR AN OIL EMPARGH WHETHER AT THE SU¥MaT
OR SUBSEQUENTLY.

PETAIL.

2. WALLIS (STATE) TOLD US THIS AFTERMOON THAT THERE WAS NOTHING NEW
THAT WE SHOULD KMOW ON SUMMIT ISSUES AS SUCH FOLLOWING THE
PRESIDEMT'S BRIEFING MEETINGS ALTHOUGH IN CONVERSATION HE ATIED
GLOSSES OF M{MDR INTEREST AS FOLLOWS

A) "TIED MIXED CRED|TS: THE PRESIDENT WOULD PRORABLY INTRODUCE
THIS AND THEN HAVE T REFEPRED TO FIMANCE ™iNISTERS.

R) AGRICULTURE: THE AMERICANS WOULD WAMT TN PLAY THIS VERY
MUCH BY EAR, THEY WOULD WANT THE SUMMIT DISCUSSION TO PAVE THE
WAY FOR SUBSTANT|VE MULTILATERAL ACTINY DURINC THE FOLLOWING
YEAR, NOTABLY M THE GATT. THEY WERE CONVIMCED THAT PEFORM |N
AGRICULTURE MUST BE ARRIVED AT RY MULTILATERAL ACREEMENT. THEY
WOULD NOT NECESSARILY LOOK FOR SOMETHING iN THE COMMUNIQUE AT
TOKYD, MOT LEAST BECAUSE THEY THOUGHT THE COMMISSINY ANT) THE
FRENCH WOULD OBJECT, BUT, FRCM WHAT WALLIS SAIDR, wouLD CLEARLY
NOT BE AVERSE TO IT IF THE DISCUSSION WEMNT WELL.

C) MARSHALL PLAN FOR THE MI|DDLE EAST: TH|S WOQULD BE RAISED

BY SHULTZ OR CONCEIVABLY BAKER. THERE CONTINUED TO PE
CONSIDERABLE SCEPTICISM OF THE |DEA N WASHINGTON, IF ONLY

OM FINANCIAL GROUNDS, AND THERE WAS NC US COVMITHENT TO IT. BEUT
SHULTZ FELT THAT T DESERVED DISCUSSION. HE WANTED THEREFORE
TO AIR IT AT TOKYO AND SEE WHAT OTHERS THOUGHT OF IT.

3. THERE WAS OME |SSUE NOT SPECIFICALLY PELATED TO THE

SUMMIT THAT WALLIS WANTED TO WAPY US ABQUT IM STRICT CONFIDENCE
(AS YET THERE WERE FEW PEOQPLE (N WASHINGTON wWHO KNEW ABOUT 4T

AMD NO OTHER FOREIGN GOVERMMENT WAS RBEING INFORMED). THIS WAS
THAT SERIDUS COMSIDERATION WAS BEING GIVEN N THE ADMINISTRATION
TO THE |MMEDIATE SUSPENSION OF THE LICENCES TO THE 5 US OIL
COMPANIES AND US COMSTRUCT ION COMPANIES STILL OPERATING LEGALLY IN
LIBYA UMTIL THE EMD OF JUME. AGAINST THE BACKGROUND OF CRITICISM
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FROM EUROPE, INCREASINGLY ECHOED OMN THIS SIDE OF THE ATLANTIC, THAT
THE US COULD MOT JUSTIFIABLY LOOK TO THE EUROPEANS TO IMPOSE -
ECOMOMIC SANCTIONS WHILE PRESEPVING THE CONTINED OPERATIONS OF

THEAR OIL AMD CONSTRUCTION COMPANIES, THE FEELING WAS GROWIMG N THE
ADMIMISTRATION THAT THE |NTERESTS OF THE OIL COMPANIES wWOULD

HAVE TO GIVE wAY EVEN THOUGH THE LIBYAMS WOULD RENEF|T RATHER

THAN RE DAMAGED. THE SUSPENSION OF THE LICENCES WOULD PROBADLY

BE ACCOMPAMIED BY AN EMBARGO ON LIBYAN OIL PRODUCTZ FROM ANY

SOURCE, EG EUROPEAN REFINERIES. WALLIS RECOGNISED THAT THE
FUNGIBILITY OF OIL WOULD MAKE THiIS DIFFICULT TO POLICE AND SUGGESTED
THAT CERTAIN OIL REFINERIES MIGHT HAVE TO BE RLACK-LISTED., WALLIS
EMPHAS ISED THAT NO DECIS|ONS HAD YET BEEN TAKEN, PUT THEY MIGHT

BE SOON POSSIBLY OVER THE WEEKEND.

4, WE ASKED WHAT THIS IMPLIED FOR THE DISCUSSION OF LIBYA AT
THE ECONOMIC SUMMIT, WALLIS WAS SOMEWHAT EVASIVE. HE DID NOT
THINK T WOULD BE SENSIBLE TO RAISE THE MATTER IN PLENARY OTHER
THAN PERHAPS FOP THE AMERICANS TO EXPLAIN WHAT THEY WERE DOING.
ASKED DIRECTLY WHETHER THIS PRESAGED A REQUEST TO OTHER

PART ICIPANTS TO IMPOSE AN O|L EMBARGO ON LIBYA, HE SAID HE
THOUGHT THAT UNLIKELY AT TOKYO BECAUSE OF LACK OF PREPARATION,
BUT IT COULD COME UP IN THE BILATERALS. CERTAINLY IF HE WERE
ASKED FOR ADVICE THAT WAS WHAT HE WOULD RECOMMEND, N FURTHER
D|SCUSSION HE MADE CLEAR HIS OwN VIEW THAT THERE SHCULD BE AN:

0L EMBARGO ON LIBYA (AND WHITEHEAD SAID AS MUCH TO ME RECENTLY).
LABYAN FOREIGM EXCHANGE EXPENDITURE WAS ALREADY WAY

AHEAD OF THEIR REVENUES, IT WwOULD BE VERY DIFFICULT FOR THE
LIBYANS TO DISPOSE OF THEIR OIL IF THEY LOST THEIR EUROPEAN
MARKET (IT WOULD NOT BE EASY OR COST FREE FOR THE RUSSIANS TO
HELP THEM) AND EVEN THOSE IM WASHINGTON WHO ARGUED THAT ECONOMIC
SANCTIONS DID NOT WCRK THOUGHT THAT THEY MIGHT (N THIS CASE,

5. WITH REGARD TO THE COST TO THE US COMPAMIES CONMCERNED,

WALLIS SAID THAT THIS WOULD ARISE LESS FROM THE LOSS OF THEIR

ASSETS OR REVENUES BECAUSE THEY RECE{VED ONLY 16 PER CENT OF

THE OIL PRODUCED, THE REMAINDER GOING CIRECTLY TO THE LIBYAN
GOVERNMENT. EVEN THIS 16 PER CEMT WAS TAXED BY THE LIBYAMS,

SO THAT THE ACTUAL TAKE OF THE OIL COMPAMIES FR0M THE(R OPERATIOMS
IN LIBYA WAS ONLY ABOUT 5 PER CENT OF OUTPUT. SINCE ALL

AMER ICANS HAD NOW LEFT THE OILFIELDS AND THEY WERE NOW ENTIRELY

RUN BY LIBYAN NATIONALS, THE SUSPEMS|ON OF THE US COMPANIES!
LICENCES TO OPERATE WOULD MAKE N0 PRACTICAL DIFFEREMCE AND WOULD NOT
AFFECT PRODUCTION. THE COST TO THE COVPANIES WOULD BE N RESPECT OF
THE PERFORMANGE BONDS WHICH THE LIBYANS WOULD BE ARLE TO CALL IN.
WALLIS DID NOT KNOW HOW MUCH WAS INVOLVED, BUT SAID IT wWAS
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COMMENT ,

A. VE WOULD HOPE TOD HEAR OF h”x_Q§C|R1QH TO TAKE ACTION ON THE
ABOVE LINES BEFORE T WAS ANMOUNCED. MEANWHILE WE SHOULD RESPECT
WALLIS'S CONFIDENCE., ALTHOUGH WALLIS' LIME WAS THAT ANY

NECISION WOULD NOT BE RELATED TO THE SUMMIT, IT SEEMS SOMEWHAT
UNLIKELY (DESPITE WALL1S'S STUDIED CAUTIOY) THAT F THE

AMER |CANS DO DECIDE TO TAKE THE ABCYE ACTON, THEY wiLL NOT USE
IT AT THE SUMMIT AS A MEANS OF PRESSING THE OTHER PARTICIPANTS
AND N PARTICULAR THE EUROPEANS TO [MPQSE AM 0L EMRBARGO,

7. | YEAR THAT ARMAMD HAMMER, CHAIRMAN OF OGCIDENTAL PETROLIUM,
ONE OF THE U.S. COMPAN|ES INVOLVED, WiLL BPE N TOWH THIS WEEK AND
WITH A FULL COMPLEMENT OF ADVISERS., THIS SUCCESTS [MPORTANT TALKS
WITH THE ADM(M|STRATION, THE CONTENTS wOULD MO DOUBT LEAK

RAPIDLY,

WR |GHT
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