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Repeated for infermation te:  Bagdad, P.OH.EF..
and Saving to; Amman, Beirut,
Cairs,

All Damascus Press reports today es feollows,

"¥uhazmed Aygh assured ths British Ambassader, in
connexion with Akrsm Haureni's statement, that the Arabs
would cut the pipelines in event of aggression against
Egypt, thaet the Covernment hes no knowledge of this statement

and that 1t is the duty of the Govarnment {o safeguard security,

liveas, and preperty in the coumtry,but in the event of
sppression agalinst Egypt the Arsd peeples would hasten %o
support her and then the situstion would develsp dengersusly
and ne ene can foretell the consegquences, The Syrien
Government will undoubliedly eagree wlth the people in fighting
imperialism wlth the various mesns which she pessesses",
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NASSER'S SUNDAY BROADCAST
Hasaser ts to spesk tomeorrow glving his reply 4o our
invitation t¢ the Suez Canal Conference,
fﬁnuﬁﬂ\éig 2. In Beirut telegram No. 685, attached, we have from
¥

President Chamoun an indication of what Nasser is likely to
say. I submit below some peossible lines in reply to the
points menticned by President Chamoun. TheSecretary of 2tate
may like to see these 1luw advance. Arrangements have besn
mede to telephone to him when the content of Nasser's speech

iIa knowh, s0 &8 to agree on gdidance to the press, the B.B.C.

- eto,

(1) Egypt can never gecept an international mystem o operate

the Capal.
What right has Naaser to tear up the existing international

syastem, with which he himself sipgned an agreement only last May?

(2) PFreedom of transit will be guaranteed.
Neither we nor anyone else can trust Nasser's gusrantees.

(3) 1The Cansl will be maintained at highest efficisency.

On November {7, 1954 Hasser himgelf declared "We uust
prepare for the day on which the conceszion expires by....
preparing to face the delicate probelema ralsed by the
ﬁdministration of such an establishment®. Egypt is still far
from being able to run the Canal efficiently alone.

(h} Imprgvément of the Gﬁng;_will constltute a first charge

&b 1lte revenus.

How many chargea are there going to be? The whole net
revenue of the Canal will ncot be sufficient to pay for adequate
enlargement. But Nasgser has promised both to compensate the
pregent owners and to build the Aswan Dam as well. This is
nonsense.

/{(5) Hesser's
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{(5) Nesser's refusal o attend the Conference,

The other,countries asked hgve accepted,

of them do got agree with pur viewg.
telk things over?

(6) Extension of. Agenda

Nagsaer hag rrecipitated anp internatio
the Suez Capsl,

even though scme
Why cannot Bgypt come to

nal erisis by selzing
Nothing has happened about the Panams Canal,
the Straits of Gib

ralter, or the Dardanelles. It is absurd to

8ay that the Susz Canal cannot be discusased with

out dragging in
these unconnected Questions,

S A

{T.8, A, Watson)

Aucust 11, 1956
| \”*bﬁ-?XI'plotl.
Pl Cemdoms,
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STATEMENT ON THH SUSZ CANAL SITUATION

While not condoning the high handed boheviour and provecative
langusge of Col. Nasser, or minimising the vital imporiance of froc pass—
ago of shipping through the Sucz Canal we aro disturbed lest it should be
thought that hisgh handod bohaviour apd provecative action on the part of
the British Covernment commands universal support.

Groat Britain, Franco and the Unitod Statos have invited 24 Nai-
ions te attond 2 Conforence on August 16 noxt to consider guestions con-
sorning the Suoz Camal following upon the nationalisztion of the Suez
Canal Company.

Tho notionalisation of the Sucz Canal Company concerns wgypt
alono. Tho only issuc which is of intomnational importence is the contin-
ued uninterruptod passagc of the Suesz Canal in accordenco with the 1888
Convontion.

It is understood that the inviting Powors will prescnt to the
Intornationsl Conference a plan for the intormationalisation of the Canal.
No one doubts that if such a plan woro agreed and accopted by all the
Powsrs concorned that would bo a satisfactory solution. But Creat Britaln
and Pranec have madc it cloar by action as woll as by spooch that with o¥
without the consent of 2ll intorosted Powers they are propared to put thoir
plan or somg modification of it into oporation, by force.

Unloss rocallod Perliamont will not be sitting whon tho Confor-
onoce moots. Thero has boen no moeting of tho Parliamentary Labour Pariy
or tho National Excoutive to considor this mattor which may be fraughi
with the gravost conseguencos for this country and for tho potce of the
world,

Without soeking to arrogete to oursclves any right to formulato
Party policy we wish to declarc quite firmly for oursclves, in tho helief
that our view would be sharcd by tho ovemwhelning majority of all sections
of the Labour Movamoent, thats

1. Intornational control of all International watorways
including Suoz would be an important contribution to world
DEACE.

2, To attompt to carry cut such internationalisation of
the Sugz Canal by force, against iho rosistencc of the
Ugyptien CGovernmont and poople, would bo an act of aggress-
jon under tha United Nations Charior.

3, BSuch action would inflamec the arab nations against us,
would havo the gravest roporcussions in Asia and africe,
and might woll be fatal to the peace of the world.

4, In any cirveumstancos to which the Chartor of the United
Fations applios wo aro net proparcd te support this or any
British Govormment in the usc of forco not sancticned by
tho Seeurity Council in accordsnce with tha Charter.

House of Commons . e
Auvgust §, 1955_. ..
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The fellowing is an interim summary of the reactions of
Compnonweal il Govermments to the Tripartite Stetement and to
the Conferense invitations and of the gueations which Comnon-
weglth Governments have asked, either through their diplometic
representatives in Londem, or through U.X. High Commissioners
in Commonwealth ospitale.

SABADA
¥r. 5t. Leurent hes send 2 nicely worded réply to the Prime

Hiniater'ns message but he saym at the end that i the criteris
for attendanos at the Conference wers to be axtended, Cansds
would naturally expecet t¢ have her partleipation in it recensiderefd.

Mr. FPearson hag made s uzeful Staiement in the Canadian Par-
liagment in which he expresses the support of the Cansdien Govern-~
ment for the principle of interationsl control, prefersbly, if
1t turns out to be practicable, under the segis of the United
Hebions,

Cangda House have, on ilnstruetions, delivered a mescage from
the Canedlan Govermmenit drawing attention o the inconsistency
batween the dociscion that Canada would not be invited 1o the
Conference and the terme of the Roysl ¢reolamatien published yes-
terday, one sentence of shich read "and vhereas the present gtate
of Pablic Affairs and the extent of the demands on Cur Bilitary

Forceg for the pretestion of the interagtse
&84 Pmpire do in Our opinion constitute & cese of great emergency.?
Their point is thet o referance should heve besn mede to the
Commonwealth se such 1f Canadse wes not gufficiently ecncerned
t0 be inciuded in the Conference. GC.R.0, are In fouch with the
Wexr OfPice mbout this and a sogthing reply wiil bamd for
minipterisl approval on Tuesday.
ATSTEALLS

Mr. Casey has snnounded, without peference tc his Department,

&1-
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thet Australie will be represented at the Gonference, but
that he is not sure who will attend. It 18 clear that the
Auatraiian Government will strengly suppori the principle of
internationslisation.

NE# ZRALAND
Mr. Holland hos announced that New Zegland will be repro—

gented at the Conference, but does not yet know by vhom.

{25 af
The Sovth African ~rime Minigter agrees that the oalling
of n conferance seems fto be the best hope of securing & suitsble
and lesting solution which would ensure the freedom of the
Canal frowm any form of uni-lateral or disnrin;:terx action.
1t is hoped that he will issue a public statement on iine right

iines.

I8PLA
No officisl reply %o the invitation ham yet been recelved

from the Indlan Government, but our High Commissionsr hes dis-
cussed the matter with Mr, Khrishoa Menon end Bir R. Plilail,
whe, while emphasising that theay were speaking perecnally, paid
thet the orux of the Conference was whaether Egpty would acoept
ithe invitation, They ssked about the Caire reastion wnd avout
the fomm of the invitstion to Regypt. (The telegram h:os besh

repeated tc the Ambassador in Caire, who will, it 28 hoped, supply
information on this point to Deihi.) They hoped that the invi~

tation to Bgypt hed not lald down any prior conditions whish
would be not asgepteble to her andt that it had mede cleay that
the exemination ofthe preblem at the Conference would be wilnout
prejudice %o the pgtated views of any of the parties gpout the
rights and wronge of the dispute. They osked for information

sbout the precise terms of reference for tha Oonferende.

BAELSTAR
The Pakistan dovernment accept the invitation to the

Conferance g
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M‘!ho prime Minister of Ceylon aceepted We inwitation Yo
the Conference & soon as it wes conveyed to npm, He apkez
about the expeched level of the conference. (He hes singe )ean
to1d that reprosentation 111 be at Foreign Kinister laval.b _
aubsequently, the Caylon Prims Pinister seams tc have be

mOZn
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m of the
naving second tnoughts. He had inguired whether the fo

pyipartite statement and the invitation meeans that

{a) those attending the conference will be
comeitied heforshend %o poceptence of the
principle of interaationalien and mt
tnhe Confarence will marely disouss detslile
for giving oftect to i%, oF

(p) whetner those attending would be froe 10
propose gther courses 1f they thought 1t
proper, ©.£. porhaps mominal Bgyptian
contyol subjsct to affeat ssfeoguards for
internationst intereats."”

The Ceylon Government saked for eclarification on theso

pointe uwrgently. (Can the F.0. plesse provide t.nis'f)

- ¥r., bBan~
publie any engwer we sen give nim en these pOints.

™.
deranaiks 18 putting thepe Some points to ¥y, Hen

bl

of Stats, )
mf'“?ai"’m ppime RinistcP.

orfice.
Boreign 0% Laithwaite, G.E.O.

gr., Anderson, C.R.0.
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The U.K. High Commissioner in Delki hae given hia inw

presaions of presant':[ndian thinking which ¢an be cummarised

aa followa:-

(1)

(11)

($id)

(4v}

(v)

(vs)
(vis)

(viid)

(12}

(x)

Firet priority ghould be go get Egypt to astiend
the Conference, sise it wiil not produce useful
regelte. If Egypi refuses to attend India may
not coue.
Indie wents to ues her influence with Egypt to attend,
and 1s therefore wafting te avoid taklng sides or
committing herself to socepting the invitation
for a few daye.
India is believed +to be taking aetlon in Cairo
to pg;k::nmt to attend, but thinks that the
letter way net 4e¢ s¢ an present basls, ihough she
might in &ifferant eiroumstencea.
Indie hopes nothing will be done to provoke Egyptian
refusal ¢r to selienate public opinion in India, spd
other non-aligned paris of Aata. Bpphanis in the
preas on U.X, militery messures is arousing oriti-
cise,
Indiz doeg not eppome principle of patlonalisation
put is eri‘ﬁ?_al of Nasser'a method.
Nasser will Lwithdmw from natianalisation.
Pree nevigation, reascnable dues els. can bast be
gecured by some international egreswent and authority.
Problem iz therefors to reconcile nationalisation
with necensary internationsl egrecment, MW*J"’
These ere not yet firm conélunions of Indian
Governmant, Their poliey iz likely to ¢ one
of silance for next few days.
Inéian press end public opinion accepls Nasper's
word sndl may swing sgainst us.

-l -
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(xi} Main need st moment is to &void ereation of
a "war psyshoais", which would bring AYED
world and ssig out a:einst us, revive Iasi-
4eost contreversy, and bring Ruasis in, elther

on slde of irsbs or in roie of medliator.
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56 of Angust 15

Repeated for information Saving to: 4% MG
Amrgn Deirut 'y g

Bagded  Calre o

My telegrsm No. 59. <, N

Tl i
Demonstrations in favour of Egypt yesterdsy evening were
well orgenized and well attended, Estimatesof orowd were sas
hlgh as 250,000, but probsbly nesrer 50,000, Strong guards
were posted at Embassies and no inclidents reported.

2. Aseording to press Ksalid Al Azm, speaking as representative
of the Syrien<Bgyptian organization, made the followlng points:-

{a) Arab ocountries sre united agsingi aggression;
{(b) nationslization of Suez Cenal was Lgypt's riaht;

(e} fresdom of navigation can only be gueranteed by
Egypt;
(@) internstionalization of Suez would be viclation of
netional right and United Natlons Cherier;

(@) Londpn oconferenoe ig a violation of United Natlons
rightis;

{(f) 4in event of military sotion agatnst Hgypt, Syrla
would sonsider hergelf st war with the aggressor
aiid out cil supvlies;

(g) all 4rab countries should adopt thege decisions and
all Islamic Stetes should svpport Dgypt.

3. In s statement on behalf of the Government, Syrian Winister
of Education is reported as saying Arabswished to be friendly
with all, and the ‘estern Fowers should not lose this last
chance, He referred to Weatern support of lareel end re-
affirned $hat sggression sgainst Egypt would be ecusldered an
ageression agslust Syris. He asked bis endlence 1o be well
disclpiined and conduot themselves peacesbly.

/ he

FEe o mOozn
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4. Earlier the Syrian Mafti oslled for enligtment in
volunteer movement nemed "populer resigtance organization",

-

2222
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REUD » .
adressed to Yoreign Office telepran No,1555 of Iuwust k.
Pepeated IoT ynforastion to % ashington

iy T T 'q
-JIO. Caitel @

and Oawing o aris

Ew2n IR
sy telegrem To.1547. Ty o
73ds extent of teyn=sgian and Conmmist Sup?cz;i f«orn;::pmn
stion wog Gominant thewme 1o today's presBe LB uJ: e
o e - repent that recent 41itary mocsures Were urely

for public stid et : v e g
p a i FOE - i%n T|IG}11‘1 bn r:G » le G &1 ﬁrl,\_ * . ]
nrecsubionary was j  me

] sonfurence pIONT
Baltor ment cuphesized that Donfersbee ©as,
Nehhar Bdisorisl coumen ) ronee
::mﬁgy;t WS WOIE internationsl in Scops ’Fh&ﬂ ﬁiﬁi i;n;nreg
agé without any of the iatter's legal irresule gards

merbership and venue.

N . 1 BgTam
n pah Lesgue Politlcal Comiittes “esclution LrY telegr

2, wympaagionsg of
\ el v om‘l’ﬂ EnGe, -.b{‘f.'!
n.1551 ) received considersils or Jordanlon

B % ' 1.eaguc
' f o sunport by cheirnan of Jregl delegaticn to Argh 1.eaguc,

. + .'Lsn es . RF 41@ - 1n1

Ae to he
that Sudon had rgreed o attend Tonfserentt T :ﬂ st
Emt )y Yemenl Deputy Foreign Iﬁnister,t:f;ibyinﬂ; T repairs

“Sex - 1f i A O
' ; henese Ministry ©
4 Seeretary General of Le ‘ e
:rnere pubhlished in all pepers. Gophourie ssid Arsh Lesg

] ] 'L"}Bl‘.
regolution had iurned Bagdad paot into mere sSCT&Y of piy

-— e

principsl Arsb personalities et present 1B

4 Ty vest to
inter any attempt Ty €8
edoption of active peasures to Co T e ol

yse force syainst Eegypt. Abrées reporteciﬁtha’; e L i of
regyne its veetings in Peirut on Augast 19 unaer ©

Lebsnese Prinme inister.

3, Pepnrts of Fgyptisan nobilisation prepara:icfzitze:zinued
t ;we_ romincnce, D order ealling up gll & u{lt S
e gha:—m and Alexandris aniversities for military e
;irz;sig yesierany. Agher religious 1eaders began milivery

&
e

Jtraining.
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Goy.p. _teleprem Ne,1565 to Foreign Offise.
-l

training, Mass meelling of wmiversity greduetes adopted resolutions
supnorting natiomalisation and promising to join mobilisation
movewent, Bgyptise Trade Union Federatiem snncmoed zomplete
stoppage of work except for esgential services far August 16,

L. ZIditoriels expressed approvel of Conference proposed by
Egypt., Ahram sold that it offered epoortunity for equiisble
soluticn becuvse it was consisient with imtermational charscter of
1888 Conventlon and 4id not vioclate Hgyptian sovereipgn rights, If
“Zest opposed ZFgypiion proposal it would be proof of Jeterainstion 3o

violate Egyptlan soverelignty without eny Justificatiom. Rahive

advised rime ¥inlster to recognize fast thut proper venue us
Caire and appropriste number of memhers L5, Aklber said Egwptian
propesal, by not closing door In foce of peaceful solutlon but
meking it clear thet Teynt hod no chieckion to furthsr arrangements
for ensuring freedom of navigstion prevlded they were nade by truly
repreagentstive body, had sowm some confusion in fiesterm ronka.
Other editorial emphasized thet verld puhlile oninion had welrcomed
Vagser's statement snd that a1l frabg supnorted hiwn,  In Sewmhourio,
Anwar Ssdet szid thet age old conflict between East ard :est vould
contlnue 23 long as Fest peossessed netursl rescurces which tiest
wighed to exploii and vast based 1is reletions with Esst upen
ineguitsble foundstions,

Foreign Office plesse puss to Yeshingten and Sewing to Perds
s my telegrams Nog.225 and 214,

fepeated te Washinggon and Saving tn Faris]

cC

3
(o
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Limpsfield Chart 2464
EDGERILL,
s LIMPSFIZLD,
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CONFIDENTIAL -y / PO

10th August, 1956
¥y dear Watson,

SUEZ CANAL COMPANY

Policy of Her Majesty's Government

Isaacson and I attended the meeting of the Comité de
Direction heid at 2.30 p.m. on 9th August. In view of the pace
at which things move nowadays you will not I think expect any
very long or detailed account of what passed at the meeting., It
was sparsely attenfed as well. Edgar-Bennet and Homolle were
sbsent ill. De Rohan is on holiday as is Max Bshon. The only
sentient French member present therefore was Winost who in his
gquiet way supports, if need be, his British celleagues.

2e The first question Giscussed was what to 4o apout our
debentures. The drawlng for amortisation of those bonds trkes
rlace sach year on 1st fugust and peyments (capitsl wnd interest)
are then traditionally made in Dgypt on a gold frons nels® on
15t September. The sum involved on both heads comes this year to
about SE5C0,000. The arawing took place as unsual on 1st August
and, as explained by the Managing Director, the glternatives
available to the Comité de Direction were +o geclare a moratoriuvil
or to go through the nsual érill, Ordinarily the sums to be paid
each year go ag to one half to residents in EgypT and as to the
remaining half 1o residents abroad. 1 scem to remenber having
hesrd at some time Or another that a considerable proportlon of
theae debentures is held 1in gwitzerland. aeorges~Picot's
proposal was that we write as usual to the Comptolr d'Bgcompte in
ilexandria, the bank which has always handled this transachion
for ug in the past, instructing them to bay out the monsy cCil
specified bond rurbers. The Egyptlans nad forcibly removed our
palances with Comptoir a'Escompte to the National Rank ol Tgypt
so presumably the former would pass our instruction to the lattar
with what result was anybody's guess. It seemad to Isazcsornl and
myseilf that the doclaration of a moratorium woulé probohly ralsc
mope difficulties than 1t would solve while there was NO
imperative reasocon why the Compally should abdicate out of its
obligation so far as these debentures were concerned. %We
supported the Director General's proposal therefore and I hope
ihat the Treasury will be able to zgree thal we dig right.

2 The management, &5 yOou mst have heard fron Feilly, wers
anxious to start a hare that the concermed goverments could
appeal to the Hague against the nationaliisation of the Cowpany
under the terms of the Montreux Conventlion. The legal cxperts at
the Quai 4'Orsay have turned this down flat. An appesl under the
Montreux Convention, if it lay at all, had to be preferred within
4 twelve yesr period dating Irom 4937, In 1956 any such appeal
was altogether out of time.

Slie

J. H. A. Watson, Esd..

Foreign O0ffice.
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Ly Charles-Roux is going to send a letter to the President of
the London Conference, due to open on 16th Avgust, suggesting
that the Suez Canal Company, suitsbly internationalised, both as
to the compesition of its Board and the countries of origin of
its personnel, be made the operating sgent under the proposed
International Authority. You will not expect me to comment now
on this proposal.

5. The Msnagement are sending letters to the Zritish, American
and French Governments arguing that a case exists - on suits
brought privately or otherwise - for freezing all assets of the
Egyptian Government, wherever held outside Egypt, presumably so
that the value of these assets could later be added to the
Company's own possessions held ocutside Egypt for eventual
distribution to the Suez Canal Company's sharsholders. Various
shareholder organisations were gquoted as being willing to bring
declaratory suits for this purpose if they were given the
slightest encouragemsnt.

6. Copies of the famous instruction to our personnel in Egypt
have been distrivuted to the missions in Paris of all the
countries invited to attend the London Conference.

7. Georges~Picot in the Comité de Direction produced a plan

for broadcasting to our servants in Egypt on the French radioc.
Both in the meeting and afterwards Isaacson and I resisted this -
in our wview mischievous - suggestion. Apparsently all the Canal
employees in Egypt have been alerted to listen in to the Frencin
news service beamed to Arsb countries each evening at 6 p.m. and
Georges~FPicot intended to put a message - including a personal
message from himself - across to them on Friday the 10th and
Sunday the 12th August. Having done what we could fto kill this
plan Isascson and I hastened to report it to you by telegram.

We take & serious view of the proposal and we are both strongly
of the opinion that it should if possible be suppressed. The
wisdom of sending the original instructiorn, in the terms in which
it went out, was dubicus enough, A direct radio broadcast is in
our view infinitely worse,

g. Shipping companies are bheginning to have second thoughts
about payment of dues. The P znd O Company for instance have
written to the management saying that they have decided to go on
paying their dues to the o0ld company hut that they do so under
regerve and subject to a claim Tor a refund later if such claim
proved to be justified. One French shipping firm is paying its
duee to the ol1ld company but into & blocked account with
Hippolyte Worms the shipping asgents.,

9. Sueg sccurities were guoted as under on the FParis Bourse on
9th August:-

Actions de capital 69?;50
Actions de jouissance W, 700
Parts de Fondateur 42,000
Debentures L& ,900

10, De Cridges told the Comité€ de Dirsction sbout his talks in
London with Johnston at the Treasury and with the Westminster
Bank. He claimed to have made a considerable impression with the

/latter
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latter by developing the well known argument that the Suez Canal

Company is only an Egyptian Company in name snd thet 1% is really

s sopt of international utility. According to de Cridges that

was an aspect of the Company ' s status which hsd never peeurrad to

the Bank's legal alvisSers.

14, T am handing to the Foreign Cffice separately a cOPy of the

Company 's case which is intended for distribution %o the
delegates attending +the London Conference O 16th August.

42, The next meeting of the Comité de Direction has been Tixed
for Monday August the 20th.

4%, Copies of this letter are beling sent to Johnston, Bird,
gStock, lsaacscn and Cadogur.

Yours sincerely,

Francis Wylie
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Possible Actions by Nesser

1. Hasser w%ll prdbﬁbl% dray eleser to Russia. He has
nowhere else to turn ere 15 alresdy mmeh evidence that

the two FPowsrs are concerting poliess. Russian advice is
1ikely to be in favour of cutward moderation and reasonableness
ac as to jueiify himself with world opihien and avold military
measures 1r pessible.

2. &8 ry ° the Ganal oine. His whole case
depends on BhHOWing B propagande boasts
that more ships have passed through. the Ganal Bince
nationalization than during the eame period last year,

a;.sudnn ana Palanﬁlin.particularﬂ andhthat 1t should
be held in & neutral place under a ncuiral chsirmanship.

4., NRasser tald.Byroaﬂa that he is8 reedy t0 sign & gﬁ:ﬁa

"passag; oither by ng" 4f£ha 1888 Convention
ep tu date or signing a new agreement with a group of nations
or through the United Nations)

5. JHaaser told Byraads +that he was thinking ef tak;g% the
- a

gsue the United ] aa ogsible
éﬁsaiuﬂs maY advise I

ve to

oy 2=
admit that his nationalizatien.haﬁ eaused ar international
aituation, and would presumably be feeod with the United
Rations demand to allow Israeeli shlipping through with which
he camnot eomply. {Sir Piersen DiXxemr thinks the Security
Counell might suit the Ruzso-Egyptlam purpese betier than the
General Assembly)

' wa ay ' The
aans have warnad him strongly asniaat thia~ but the
Rusaiang are likely to reeemmanﬂ 1t for thelr own reasons.

7. Hasaser wll) doubtlese use tur~;a B League to rally Arab
ggég;gg. Fopr this he pmsat s et “has acted ressonably
in the interests of all arahs He will encoursge other
Arab States to: declare themselves Tor Egypl against the
West; make difficulties for @reat Briteln and Franece and
othsr nations taking sanetions against Egypt; if possible

"pationalize" oilfiefile, refinerles etc.

&, FNasser will doubtless make the most of his visit to
Hoscow later this month.

9. We must expect Nassepr to qgggggtc the base agreement
of 12&1, Here hedas 11%tlp to loas e mont we can do is to

re-gecupy the base by force, which he rather expects us ¢ do

‘anyway ) and will gain prestige.

11, Hasaer will alsq tahe_g;g;;gg set;an.in.Lihzg.

/12,
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12, Naseser is likely to zgk Syris and even Lebanon to
hold up deliveries of oil.

13. Cairo Redio will stir up treuble throughout the Arsb
world and Afriea for beth Prance and Britain. 8 mey
have A conelaersple eumn!a%!va'%f!ecf. Radio Cairo 18

probably Nasser's most effective single instrument.

14. Nasaer is leas likely tos -~
{a) Breek off daiplomatic relations.

(b) Nationalize all British and French interests
in Egypt.

{e¢) Cancel the raaidenttf permits of British and
¥rench nationals.

(4) Incite feelings against British and French
nationale,

(¢) Withdrew alr trensport facilities.

ENEALTN N P

(7.H.A., Watson)
August 6, 19566.
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TOF SECRET

JE 14211/782G

{No. 596. Top Secret) Foreign Office,
Sir, August 13, 1956.
I asked Mr. Barbour to call on me to-day to discuss arrangements for
the Suez Canal Conference. I started off by asking what be thought Mr. Dulles’s
plans would be for Wednesday. [ had suggested to M. Pineau that there might
be a Tripartite meeting on the afternoon of that day, but I thought that it might
be valuable if Mr. Dulles and 1 were to meet beforehand. 1 knew also that the
Prime Minister wished to see Mr. Dulles, and we should have to consider how
this could be arranged without publicity. Mz, Barbour promised to find out what
Mr, Dulles had in mind and to let me know.

2. We then discussed the procedure of the Conference. Mr. Barbour said
that he understood that Mr. Dulles had it in mind that the Tripartite resclution
should be tabled immediately after the opening speeches, after the adoption of
the Rules of Procedure. I queried whether opening speeches would be necessary
and suggested that the resolution might be tabled as soon as we started to discuss
the substance of the matter.

3. 1 said that T myself was proposing to entertain the leaders of each
delegation to dinner on the opening day of the Conference. The Prime Minister
would probably give 2 dinner and a reception on the Monday, and we hoped
very much that no other delegations would give dinners but would confine
themselves to cocktail parties.

4. We discussed the times of the sessions, and agreed that, after opening at
11 a.m. on the first day, we should aim: to sit from 2-30 p.m. to 7-0 p.m. with a half-
hour break at 4- 30 p.m., but I added that I thought that once we had got going the
times of meetings would be regulated in the course of the discussions. In reply to my
question, Mr. Barbour said that the United States were having second thoughts
about the wisdom of my taking the Chair. If our purpose was to enlist the
maximum support both within the Conference and in public opinion, a Chairman
drawn from one of the less directly concerned delegations might help. They
favoured either Mr. Lange or Mr. Menzies. 1 said that T thought that it might
possibly redound to our credit if the meeting should be seen to have been conducted
impartially with the United Kingdom in the Chair. I doubted if Australia would
be regarded as more neutral than us and I should like to see Mr. Lange's reactions
before being sure that he would be firm. We agreed that this question could
be left for decision until the end of the first day.

5. After discussing the draft of my broadcast for August 14, we turned
to the possible courses of action after the Conference was over. Speaking
personally, Mr. Barbour thought that a working group might be established to fill

His Excellency
Sir Roger Makins, G.CM.G,, K.CB,
&e., &c., &c,
Washington.
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out the proposal for the establishment of an international authority. Speaking

personally, he agreed that an alternative would be the establishment of a three
or four nation negotiating group, which would have to inclue India. To support
them and to bring pressure On Nasser, we might set up a Suspenss account—under
the International Bank or another neutral banking house—into which all shipping
dues would be paid. 1f Nasser then stopped a ship we should be free to regard
that as interference. It was essential to have some sanction to back wp the
pegotiating grovp. Mr. Barbour, again speaking personally, agreed that it would
be wise to keep Russia out of the Middle East in this. He thought we should
have to consider the danger that by our action the Canal might silt up. He agree,
however, that we coutd not back out without some concession from Nasser, who,
confronted by Tripartite firmness, had appeared in his recent utterances to have

withdrawn from his more extreme position.

6. 1 am sending copies of this despatch to Her Majesty’s Representatives at
Cairo, Moscow and Paris, and to the Head of the Political Office with Middle
East Forces.

1 am, with great truth and respect,
Sir,
Your Excellency’s obedient Servant,
{For the Secretary of State)

e. (SN 1 QW‘;."DE,Q
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E;_aase af a braacn, by an ingunctlan to the Egyptisn Gavernment

-iifellawed by rafusal or failure to fbllcw out the terms of
fﬁihat Injuncti@n by direct intervenblan by & group of powers
fffd§SI§mated in advance for that purpose.

':iilg, As.fsgards the dues there might be a stipulation that
: tnéy might be fixed, not by the Egyptian Gevernment but by

. the reyresentatlves of the powers prlncipally concerned after

* Egyptian Government to delegate the direet Pannlng Oof the Canil

consultatlen with the users. . .

: :IV; As regards the preparstion and moderﬂizatian of the
fcanal and the payment of eompensatlan 1o the Company,
f_guarantees might be furnished by the systam of payment of dues
 such as axlsted before July 28. '

Sinee nearly 70 per cent. of the dues were paid outside

Egypt British and'French.banks could seize an irrevocable

mandate to pay over at regular intaevals a percentage to be

determined of the receipts thus Peceived-toithe Gcmpauy-am

- compensation; and snother percentage, to ‘ba- determined, to
| an aceount. in - whlch-Wﬂuld accugiulate sums necessary for the

modernization, it being understood that thase-weuld,nﬂt.be
placed at the disposal of Egypt except in sums approved by
an internatienal committee,set up Lo supervise the werk of
improvement. | o | u

V. CGuarantees of the daily technieal operatian (Por example
the standard and number of pilots etc.) ecould be worked out
in the same way.

VI. A Consortium on the Iranian m@del wauld allaw the

and entrust the-dally managﬂment 10 & bedy Whlch:mlght be an

| internamiﬂnalhautharity which would take'aver'the technical

serviees of the Gompany. .
/ The
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The Powers who accept these ideas would doubtless

see that a superintending Council composed of

representatives of the States concerned’assisted by

consultative bodies and invested with the powers

necessary to ensure the carrying out of the purposes

described above,would be sufficient. This system

/

does not provide guarantees of the efficient daily

operation, but does meet a number of the anxieties of

the Tripartite Powers.

Nl v maOZn
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TOP SECRET

JE 14211/783G

(No. 601. Top Secret) Foreign Office,

Sir, August 13, 1956,
The French Ambassador called on me to-day after his return from Paris

to report on development in the preparations for the Suez Canal Conference.

2. M. Chauvel said that the Quai d’Orsay had been working on a paper
setting out the sort of international authority which might be established. This
paper was an exercise designed to clear their minds and not for tabling. It had
been approved by M. Pineau and would be discussed at the Tripartite Working
Group on August 14.

3. M. Pincau was concerned at the delay in our precautionary military
movements and wondered if it might not be possible to tide this over to some
extent by adjourning the Conference after about three days for a short time.
M. Chauvel said he would be grateful for my reactions. Apart from this,
M. Pineau had no precise ideas on how to handle Egypt or the United Nations after
the Conference.

4. 1 said that I too had been considering possible methods of carrying on the
Conference 5o as to keep action going. One possibility would be to appoint a
sub-committee which could put our resolution to the Egyptian Government and
negotiate with them. Another possibility might be a committee of experts which
would continue working up our draft of the international authority, while the
negotiations with the Egyptian Government were going on. All this would need
further exploration and would depend very much on how far the United States
were willing to go.

5. To M. Chauvel’s question 1 replied that I had not quite worked out my
plans for Wednesday, but I thought that I would have to spend the morning secing
the leaders of other delegations. I did not think that it would be desirable for
Mr. Dulles, M. Pineau and me to meet until about 3 or 4 p.m. on that day.
M. Chauvel thought that there would none the less be advantage if M. Pineau
arrived on Wednesday morning and himself saw leaders of some of the delegations,
including Signor Martino.

6. We then spoke about the Conference itself. I said that we were drafting
a resolution which would, I understood, be given to the Tripartite Working Group
on August 14. We hoped that it might be possible to persuade the Americans
to table this resolution as soon as the Rules of Procedure had been adopted and the
President elected. M. Chauvel agreed that if the Americans were firm and prepared
to go some way with us in the resolution there would be advantage in Mr. Dulles
moving it.

His Excellency
Sir Gladwyn Jebb, G.CM.G., CB,
&e., &c., &c.,
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7. I said that subject to minor alterations I had approved the Rules of
Procedure and that we hoped to circulate copies of them to ali delegations on
Wednesday morning. This I thought would save time in the Conference Room.
The Americans, I had been told, were wondering whether there might not be
advantage in electing a President from some other delegation than the United
Kingdom. For myself I was inclined to leave this decision until we saw the form
of the other delegates. Tf it seemed that there was a suitably resolute alternative it
might indeed be a good idea for me to stand down, M. Chauvel agreed, but said
that as far as the French Government was concerned all their thinking had been on
the basis of my taking the Chair.

8. Thinking beyond the Conference and beyond 2 possible Egyptian refusal
of our proposal, I said that we might perhaps proceed by requiring all ocur ships
to pay their dues into an entirely new suspense account. Refusal to let ships which
had paid in this way pass would amount to interference, I emphasised that this
was very temtative and asked M. Chauvel to treat it in the strictest confidence.
The key 1o it all was how far the United States would go and we must await
Mr. Dulies’ arrival bafore we could decide that. M. Chauvel then handed me a
paper which he said represented thinking at the official level in the Quai d’Orsay
of possible alternatives to our present proposals. M. Pineau had not approved it
and was himself opposed to any watering down of the international control. He
was In any case absolutely firm that there could be no return to some other form
of company which would lay us open to the charge that we were working merely
for the benefit of the shareholders. In this connection M. Charles-Roux was
conservative in his outlock and not as realistic as M. Georges-Picot.

9. Discussing military measures the Ambassador emphasised that it was
important to reassure participants in the Conference that voting for a resolution
on the lines of our draft would not commit them to the use of force. Only thus
would they be prepared to vote for a strong draft. I agreed and said that we must
also in private reassure them thai we should not make any resolution of the
Conference our excuse for using force m the future; the Conference must be a
genuine attempt to get a settlement. Later, if any others were willing to join us in
any military measures that might be necessary, we should be glad of their help.

10. The Ambassador said that although Parliament and the Government in
Paris were resolute, the Paris public did not yet seem to realise the seriousness of
the situation. The possibility that force might have (o be used did not seem to
oceur to them. In Algeria he had heard privately that there was a certain panic
among the settlers at the thought that we might in the end be compeiled to give
way to Nasser, In a private conversation the Soviet Ambassador in Paris had told
M. Pineau that the three Western Powers should have consulted Russia earlier—
“ thehfour should have settled this together,” He passed this on for what it was
worth.

11. I am sending copies of this despatch to Her Majesty’s Representatives
at Cairo, Moscow and Washington, to the Head of the Political Office with Middle
East Forces, and to the Permanent United Kingdom Representative to the United
Nations, New York.

I am, with great truth and respect,
Sir,
Your Excellency’s obedient Servant,
(For the Secrctary of State)
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