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T have the honour teo infarm you that Doctor

_Gastiﬁsiras; tha_ﬁnderASecretary for Forelgn Affairs,

asked me te eall today and enquired whether I ha& heard
énything of an ailaged proposal that certein ¢oun%riea
sheuld be invited te mediste in the Sues Cenel dispute,

I replied thet I had heard nothing of the kxind and, In

mny tﬁrn, enguired what grounds he haq.for suppesing thet

any auch propossl was afoot.'- Doctor Cestifieirass' answer
wes Tar from precise and I got the 1ﬁpression that, ot

best, he had been paying undue attentibn 4o a second-hend
Tumour, |

Ze Whether the Under-Secretary was raaliy sincere in'
hie enguiry, or whebther he was simply leunching & ballog
.d'essa;, T thipk there is no doubt that the Argentine
Governmment woul& be delighted if it could play some part

in settling the Juez dieputs, When I BaW'DGQtOr Castifieiras
gome GAyS ago (1n order, emong other things, to hend him |
a trenslation of the PriMe Minister's speech of the 2nd of
Angust) he romerked thal Colonel Nasser wes showing all

the charpecteristics of 8 dictetor, 2nd that possibly the
United ¥ingdom hed made & mistake in nol ﬁsi-ng force
immediately. He went on B0 séy thet ke had been Wondering
if there wes sny way in which Argentina could help; bub

her interasts were £o 1ittle -affected directly that probably

only 1nterventipn bﬁ,Lﬁtin-Amarica as @ whols would carry

The Right Honourable, '
Selwyn Lloyd, C.B.E., M.F., eeo/EDY
Bte,, eote,, &bc., : '

Forelgn Cfflce,
Londen,

——
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any weight, Hevertheless he appesrs to have continued
thinking aleng thsée lipes snd L he message of good wishes

for the Conference, which the Argentine Ambsssador in Londen
was instructed to hand {to you, Sir; was presumsbly one

result, In his conversaiion with me to-day Doclor Cestifielras
sald thet he thought that this message had hed a good effect
and thet in any case Argentina "could not remain ent irely

on the sidelines®,

Fe Pue sttitude of the Argentine Government in this
particular lnstance mey have Somd significance in & wider
context, My United States colleague recently remarked to

me, somewhet petulently, that the Argentines were asplring

to » position of lasdership, not enly in Latin-Amerlen, (e.g.
the proposed South Atlantic Defence Pact) but also in world
affairs, mhis i8 certainly an exaggeration but it would

not be surprising if, after ten years of Peréfn's policy of

the ™hird position® and ten months of preoccupation with
domestic problems, the new Government should now seek meens

to d&mﬂﬁstrate that Argentinae is 8 vespectable member both

of the Orgenisation of American étates snd of the Weatern

bloe generally., We are thersfare likely in the neer future
to gee more attempts by Argentina to intervene in international
questicns, even when ihey are of no direct concern to her,

' Theae intrusions may et tlmes be qlumss and not to the liking ‘
of the United States, but they will et ieast be coloured by

a atrong sniipathy to communism,

L., 1% has indeed beenh 1argely because Russia appears to

pe supporting Egypt (together with the reslisetien of the effect
which eny disruption of traffic through the Sues Canal would
have on Argentina's oil supplies) thet Argentine off%pial
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gpinion hes been on the side of the Western Powers in the
present dispute. But publie opinion has not been ﬁnanimouﬁly
favouwrable, Anti-coclonislism is stilll strong here snd there
has inevitebly been a tendency, especially in left-wing news-
papers, to depict Egypt as s emeil country struggliing to free
itself from the last vestiiges of 1mpefialist dominatien,
There has slso been the ususl Latin-American incllnstlen
toc see things frmu a strictly legelistic polnt of view and
he‘ﬁca to concentrste on the right of nstionalisation per Se.
However, by and large our case hes not had & bad press,
particularly since it became apparent that we wore anxious
to achieve @ settlement by negotlation rafher than by farge.
I am sendlng coples of this despatch to Her Mejesty's

Representatives at Washington, ®io 0e Janelro and Montsvideo,

I heve the hopeour To be,
with the highest respect,
8ir,

Your obedlent Servant,

4 s
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 PRIORITY
GORFIDENTIAL
addressed to Forelgn Office telegram Yo. 1814 of August
E Repeated for information to: Weshingtom Paris
i . 'P.D.MQEQ?I_ " B
- - s %
Sueg Canal, _ e
. R - et M
: T gaw Menon tuday_.- e was giving nothing saway, “ 44 ¥
2. Nesser called Byroads yesterday to {ell hlm about hls

- | public sistement protesting agalnst Presldent Eisenhower's
E statement sbout the international charsctier of the Canal,

5 Byroade thought 1t better to take no inltiative on the main
E gestion, but the followlng remarks by Nasser in the

i : conversation sre of lnteresi:~
i

(a) he presumed the Menwies misslon might tske two
deys o glve him their views, It would only take

bim one hour to glve his, He wonld glve them a
: | - dinner, including the Calre representatives of the
{ : countrles oongernsd;

(b) when a man fell in love with somthely -else's
wife & compromize was difficult without a dlvoroe.

He had no intention of arranging to divorce the Canel
from Bgypt; ' |

(¢} be thought he could get snongh pilots to run the

" Qanal, He knew what would be gald if he get the
Russlans, but if he were forced to he would, He knew

he could get them,

b , ' Forelgn Office pass Wasbington and Parls ss my telegrsms
- Yo, 275 and 139.

(Repeated to Washblington and Paris].
1777t
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Mr. Lewlis Douglas asked me to asee him og Saturday afternogn,
August 11, in order to put forward one or two suggesiioens for
the handling in public of the Suez Canal dlspute. Mr. Dodda-
Parker had wished to ask hig views, bul 1% had not proved
posaible to arrange s meeting. He heped that these viows
could be ¢communicated unofficially to the Becretary of Btate,
since as a former U.S. Ambassedor he did pot wish to trespess
on his successor's ground.

SECRET AND GUARD

2. Hr. Douglas considers that it is essentlial to secure an
internationnl aystem for the Canel, and not allow Nasser's
seizure of the Cenal to suceceed and set a precedent.

ba

3 But if we are to caryy world publle opinion, we must sg%w
breih that we have right on our gilde; and also Qo everything we
can te succeed without an aectual milita intervention. Publie
oplnion in the United States and Canada (and doubtless in other
maritime eountiries like Nerway and Holland) did not like the

use of force, especlally if 1t seemed to be in a national quarre].

L, For this resseon 1t would pay us to '1ut:|:'aduce the idea of
the United Nations st some stage, even though we kept the
U.N. machinery out of the actual arrangements.

5 The settlement offered to Egypt cught to be scmething which
a succesgor goverument to Nagsser could aeeept. It should
therefore not mortally wound Egyptlan national pride. Could i%
perhaps {as in the case of Iran) recognize BEgyptian national
sovereignty and treat Hgypt as the ground landlerd, receiving

a share of the duea as rent? On the other hand, the settlement
offered to Egypt should not he so favourable as to reward crime
and encoursge others to take simllar measurea.

6. For all these reaesons - and with American opinion
partiocularly ia mind -~ Mp. Douglas bopes H,M. Government will
stress the issne of the rule of law. The perty thet cormits
aggresaion 1s the party that erdbitrarily violates an :
internationel sgreemsnt; not the party that takes couniter-
action to mecure the international righis so violated. Nagger
ia the sggreasor in the same way as the Commmuniats were the
aggreasors in Norith Kores. This point needs consitent repetition.

Te We should alsc examine carefully the guestion of whether
we nowinally kept the Canal open to all shipping durlng the two .
World Wars; so that Kasser's interference with shipping bound
for Israel is a viclatiorn of which we were not guilty. Could
we argue that in World War II the Germans were free to use the
Canal but 4id not do so becguse we conirolled the Red Sea?

P ESUNEN
8. % sanction whickh we should study, shori of war, would be
for the maritime nations to re-route shipping round the Cape,
thus refuging to use Nasser's cansl until international system
was lastituted. This might be cheaper then force, as well as
having wider appesl.

9. At the time of the Pelestine difficulties some years ago,
an Angle-B.8. Consultative Commlitee was set up, wlih representa-
tives from the .Chiefs of Btaffs, to exchange informatlon. - We

might find it advisabi®&“to suggest 1o the Preaident ximilalr
arrangements during thle coming emergency.

10. Inereasing play would be made im the Arsh world and
elgevwhore with the compialnt that Western oil companies paid

/huge
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hage oil royslties to Middie Bastern Kings and Sheikhs who
(save for Iraq) did 1ittle for the Apsb vorld as a whole.
Would it be possidle for purselves and the Americans to get the
Arab rulers cencerned to contribute say 10% of their oil
royelties (already smounting inall to sbout A1 billion a year) -
to an Arab development fund, which other countries interested

in the Middle Easst would mateh? He believed that the United
States would be ready for such a schems, which might dommen ,
to capiure Aran popular imagination snd show it the ad antages |
of ¢ollaboration with the West. ) '

7

(T.H.A, Watson)
Augast 13, 1256
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SUBZ CANAL COMPANY STAFF

¥r.Igaacson telephoned from Paris yesterday evening to
say that the Canal Company were pressing him for the names
of British employees of the Company in Egypt who had
registered with Consule in accordance with the Company's
instructions. : ' _ '

24 The history of this matter is as followsi-

(a) Under pressure from Her Majesty's Government
and the French Government, the Company refrainsd

. from instructing its non-Egyptian employees in
Egypt to leave the country immediately after the
announcement of nationalisation, and confined iteself tc
to instructing them to dQeposit with their diplomatic
-or Consular reprssentatives declarations of their
loyalty to the Company and their desire for eventual

Flag A ’15'r repatriation. :
1hﬁbldbii7

(b) The Company followed this up with a request to
H.M, Ambaasador in Paris to co icate the
names of the British employees of the Company
go registering as soon as possible after ihe
lag B*-ﬁ@#f closing date for registration, August 15.

{(e) We instructed Cairo to arranke for registrations
, to be accepted by H.M.Consula, but gave no
instructions on what was to be done with the
Flag C _fz7z_ declarations deposited. :

(4) Sir H.Trevelyan has reported that all the 4B
: Britiah pilots now in BEgypt have regisiered

Coton el and that 67 other British employees have done
Flag D o 214 so, mainly Maltese or Cypricts. We do not
know the names of those who have registered

. except in the case of 413 pilots and deees §
Flag B Jski 8-3¢  others who registered in Ismailie.

T Tt iz now for decision whether Mr,lsaaceon should be
authorised to pass t0 the Company the numberg of British
employees who have registered,and whether we should obtain
from Calro a nominal »oll of those registering for
comminication t0 the Company.

Ls I see no objection to passing this information to the
Company. © The objlect of the Compeny's inastructions to its
employees to register was o gafeguard the rights, including
financial rights, of those who did so. Ead the reaponze
peen half-hearted, there might have been a case Lor with-
holding the information from the Company S0 as not to
prejudice the position of those Britich subjeets who Failed
to register. But all pilots have registered, and apparently
most, if not all, of the other British employees.

/ Recommendatioh:

ST Dt e -
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Recommendation:

It 1z recommended that Mr.Isaascson be authorlsed tc pass
t0 the Canal Company the information contalned 1n Cairo telegram ot %Mfi
No.1598 (Flag F), and that a nominal roll of British subjects T \
who have registered should be obtained for communication to the
Company in due course.

T TE.

(1. P. Brenchley)
August 18, 1956
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Extract Prom China News dated Taipel Apguet 19, 1956.

THE REAL ISSUES AT SUEZ

- The conference which is now going on in Londay as well
as the evenis leading up to it, has presented, for the layman
at least, a verltable maze of complicated and confusing
issues. Charge and counter-charge, propeasl and counter-proposal,
together with the backstage rumblings of mobilization, threats,
appeals and diplomatic mansuvering, have all combinsd with
a steady stream of propagands from more than half a dozen
major world capltals to produce a plethora of attitudes and
congiderations, all of which have thelr own inherent contra-

- dletions. For instance, if one attempte to justify a nation's

‘legitimate aspirations for nationalism, he finds himself
supporting the arbitrary and fescistic seizure of an enterprise
which has long been a hallmark of impartiality and a faeility
for naturael intercourse smong nations; if, on the other hand,
one belleves in the correctness of imternstional law, he is

led to the point where the use of violence in desaling with l

dnternational gansterism ie slmost justifiable.

Despite this complexity end its reeultant confusion for
the average reader, this newspaper believes that certain
facte concernin% the current Suez crisis stand out with remark-
able clarity. heae facts have not been played to any great
extent in the world press, but of a certainty they will have
a iremendours influence on whatever decisions emerge from the
London talka. For what 18 at stake there is not merely the
future ¢f a waterway upon which we s&re all dependent, but the
sctual succees or failure of the struggle in which Free
natione have been engaged with the intermational conspiracy
directed from Moscow, : o

Firat and foremost, is the manner in which the Sovlet
Union hae thrown iteself intc the Suez controversy. The
maximum participation of the USSR through the constant dissemi-

mnation of propaganda, plus her behind the scenes manipulation

of Gemal #hdel Nasser, has contrasted sharply with the
obviougly minor steke Moscow has hed in Suez, in terma of
maritime traffic through the canal. -

Just as important, but less apparent on the surface perhaps,
is Nasser's own indebtedness to the Soviet Union. By first
urging Nasser into the illegsel seizure of the canal, and then
by loudly supporting the action, Moscow has placed Egypt's

- presldent under obligation to accepi further instructions for

practices designed to frustrate the West,  Indeed, a3 we
have so often seen in the past, full payment of Nasser's debt
to the prectical-minded Russians can only be made at the
gacrifice of his country's soverelgnty.

It is apparent that the Soviets consider Nasser their
footstool for power in E.g?pt; and by supporting his drive
's they have found a convenient vehicle
for penetration of the entire Middle Bast as well as Africa.
How elae can one explain the complete reverssl of ihe
official Soviet position on the issue of internationalisation?

In 1945 and 1946, during their discussion on the Turkish

Straits, the Russians continually called for increased
international control of Suez. Now that their power game is
profited more by squeezing the West through Nasser than by
squeeing Turkey,; the Boviete are all for giving one country
absolute control. ' S _ _

mym>x Z0O-
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_ It is suggested in paragraph 4 of Mr. Reilly's letter
WA ~ ©of August 3 that the associatiens representing the Suez Canal

qglug“'mgg Company's shareholders and pensioners should take legal astion

in France, the Uaoited Xingdom, the United States, and perhaps
in other eountries (partieularly Switzerland), to have the
Egyptian Gevernment's asseis plaesd under sequester.
2. .Thare are legnl and politiecal considerations:

%B ' A, Legal., The Legal Adviser points ocut that there is

“}Q?ﬁ an element of rigk in taking legal action om the lines ﬁrgyeaed.
r It 1s very Qdifficult to predlct what vlew the Courts herg;i
would take as to the effect of the Egyptian decree on thg‘
English apsets, as a matter of English munieipal law. Ir
that view wers unrafeﬁrable 0 the Company's shareholdérs and
penslonera, their and ocur position would be worse than hefﬁre.
B. Political. There ars some political advantages.
Nr. Beilly has pointed out that the zction proposed might provide
a useful argument on Which governments could fall backy (as
an extension of this, Sir Gereld Fitzmauriee has suggested
thet the {ime might come when we should ﬁave to consider
‘sdditional safeguards spart from the blocking orders): and as
a propagands point it would underline the faet that Hasser's
‘astion hits thousands of ordinary pesople.
3. - Ov the other hand I think such action by the Company would
at presgent be untimely. We are aeeking to achieve a aettlement
which will (i) take into account ﬁi:z; compensation for the
Company, and (i1) at the same time be aceeptable to other
nations. Company intervention will not further (1) (whoae
echievement will in any caze meake thé legal aetion proposed
unnecessary ), and might pesitively hinder (ii). There can be
oo harm ie Monsileur GaargaahPicoﬁ consulting international
- 1auyars-about what to do should the need arise; but I am sure
that the Company should in all our interests do nothing more
/positiva
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positive now. The propaganda point sbout the effect of

b e .
Nasser's action en ordinary people o::ﬁiga made in other ways,
and indeed atnmid—bu—meds sooner then would be the cage if
law suii were sgiarted.

4. I submit a drafi,

(T.F. S Philligs)
Aggust 18, 195
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I saw the Qompany’ 8 lawyers, ineluding Mr, Foster, gnd their
Frenen and American lawyers, together with ppofessor Gros of the
Fpench Delegation and ir. Metzger of the american Delegatlon, the
other gay. Nothing very definite transpired, however, snd the

discussion centred mainly round the status of the Coupeny and how
Pap it would be possible to establish that it was not for present

purposes o pe regarded as &n Bgyptian Company.

With regard to the gquestion of 1itigation, the Company ' &
fully eware of all the possibilities, ut
they wsre clearly paluctant at the present moment 4o do anything
+hat might ewbarrass the Governuents. On the other hand, they
were very much gonceyned at the Compeny's 1liability pogition, and

1% was suggested that they should get out & somprehensive
atstement of that pogition for the informahion of the CGovernments.
Quite spart from existing cont racts, ©-g- plent and agquipment ,

tugs, etc., being constructed to the ordeprs of the Company, and
which were under constraction at the date of the netionalizabion,

/ they
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they had very big liaebilities on pension account 4o their

employees. 1t is particularly from this point of view that
they are anxious to safeguard their funds, ard they may feel
it necessary to take some legal action for that purpose, if
for no other.

- One point that emepged/which may be of interest tolthel o~
| Treasury), although I do not lkuow quite how much thers is in i,
was the rollowing. The Company are well aware that the Treasury
mey Fesr that if the Company was able to deal with its funds in
thig eountry as it pleamses (that is to say, if the Westminster
Bank and, I gather, cne other bank were not impesing this -
embargo), the Conpeany might, for greater safety, withdraw the
whole of the very large balances which they have in this country,
amount ing to over £20,000,000, and take them to France. Whether
it would in fact be possible to do this under our financial
legisletion, even if the Westminstey Bank 4id not lmpose the
embargo, I do not kmow, tui cerfainly the implication in what

Mr. Fosgter saidite me] was that it would be possibie %o do so but
for the at{iitude of © Westminster Bank. If this is corrsct,

I think the resulting position is that the Company suspect that
the Treassury is being unfortheoming in trying to get ibe Westminsier
Bank to alter its attitude, because the Treasury fears that the
result might be a flight of the funds in guesiion.

The Compeny's lawyers believe that by gppropriate action L{I '
will not go into details)]they could forece the hand of the
Westminster Bank, end that there would be & very gocd chancé of
their obtaining a favoursble decision from the courts here in
quite a short period of time, perhaps as little as two or three
weaks. On the other hand, they are not particularly anxious o
do this if some other wey of releaging their balances from the
embargo cgn be found. The ups was that while nothing definite
wes said, I geﬂ the mmssiaﬁ‘t the Company would be willing
0 give a Iirm undertaking no o effect any bhig withdrawals from
this country if the Treasury could find some means of persuading
the Westminster Bank to honour the Company's cheques in the
ordinary way {at present the Westminster Bank will not go further
than to honour cheques limited to necessary current transactions,
€. 8. )the payment of ealaries, the psyment of rent of premises,
ete. }.

As far as the p'rﬂpbsed_'letter to Paris goes, 1 see no reason
why it should not be sent off as il is. :

i

. - (G.&. Fitzmaurice)
Avpust 28, 1956,

x 1. 7:,‘..,,;,7 Aoste £ s frrmun G o,

; L5 . | #1 2
ﬁf”%&.g@mm 7s

at X abee.
{¢.

[ orra e diagancatrnd hﬂ&ﬁkb@$fwﬁ gy oo/

mmmao Z0O-




