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THE GERMM AMBASSADOR told me that he had been lunching to.~d.ay
•with the Turkish Ambassador and the Pakistani High Commissioner.
Both of them expressed a qualified optimism and a belief that it
was quite on the cards that Nasser would give us satisfaction.
I asked the Ambassador whether the Turk and the Pakistani thought
that we were bluffing. He replied that they were both convinced
of the contrary. In particular, the Pakistani had emphasised
that we should not be going to the great expense of this
deployment unless we meant business.

2. The Ambassador then told me that an Under-Secretary in
the German Ministry of Transport, who is concerned with shipping,
had arrived in this country.

. 3« He had recently passed through the Suez Canal and had
gained the impression that the Egyptians were thoroughly
anti-white man, but that they were incapable of running the
Canal satisfactorily without the aid of the white man. He had
also observed that our base installations which the Egyptians
had taken over seemed to be deteriorating.

k» Finally the German Ambassador told me that|>his shipping
Under-Secretary had told him that there was no prosp'eet of the
Germans supplying pilots for the Suez Canal. The Pilots' Union
was continuing to give advice in a contrary sense. Moreover,
the Kiel pilots were obliged by their contract to give three
months' notice of termination. They therefore thought it
prudent to see exactly how things were going in Suez before they
terminated their contract, since once they had done this they were
not eligible for readmission into the Union.
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The Sudanese Ambassador called upon me this
morning. He is about to return to Khartoum in order
to collect his wife and family and bring them back
here.

£ • His Excellency said that he had been reading a
number of Sudanese Arabic papers in almost all of
which it was stated that the Mahdi had gone to Cairo
with the purpose of mediating between the United,
Kingdom and the Egyptian Government. He had heard
nothing to this effect from his own Government and was
anxious to know whether they had failed to keep him
informed or whether in fact there was no substance in
the report.

^ I said that I had seem from the telegrams that
rumours of the kind to which he referred were in
circulation but my impression was that they had been
denied by members of the Mahdi's suite. In any case
there was no truth in them and His Excellency would
realise that for anyone else to take a hand in
negotiations on the eve of the departure of Mr. Menzies
and his colleagues would only complicate an already
sufficiently delicate situation.

4 His Excellency said that he quite understood this
and had indeed had it in mind, and was grateful for
being informed of the true position. He added that
the situation must now be approaching its most critical
point and expressed the hope that Mr. Menzies' mission
would be successful.

S'/ I replied that it was also our great hope for it
was no exaggeration to say, as the Prime Minister had
stated, that this was a matter of life and death for
the United Kingdom and I could only trust that Colonel
Nasser would see reason. I added that His Excellency
would realise that it was also a matter of vital
importance to the Sudan.

&• His Excellency expressed his gratitude for all
the help that he had been given in the short time that
he had been here and I replied that we were all at his
disposal if at any time we could be of any assistance
to him. ./As he must already have discovered, there was
a great;fund of goodwill in this country towards the
Sudan, and although obviously she had a difficult task
in building herself up it was one which a number of

/other

L.
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other countries had faced since the war with greater
or less success. His Excellency could rest assured
that it was the genuine hope of everyone in this
country that the Sudan would be amongst those who
achieved great success.

August

African Department - to enter
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Sir 1. lakins
Ho*. 1781

31, 1956

Bs 12.24 a.m.
R: '2.16 a.m. '

1,
1* 1956

Addressed tt goreigi Qffloe. o

4ty£epeatod for information Saving to Cairo

called yesterday on lir* Dulles and,
to £ress, said afterwards that hi® purpose had

been '"to express- the view that all .historical fasts and ..
dQOQnentft prove that the S&ez Canal was neljter î ternationa-
lized", - ' ' , ; . VX.

ng
2. _ A t his Press conferense $hif mornirjg
after saying that "an apparent misundersta
about iy-'us@ of the word "internationalise11

tf the Sue,2 Canal" , made the foltewing stateij&ehti

' arisen.

"f© are* I think, talking at
referred to -the Saez Canal as a waterway
•01- the 'Sreiity of 1888 9 That Treaty giv«s
'rights in:^ tad tc5 the Canal in perpetuity.

. I
tion

natioas

HNow:t of eonrge, that does not Bgaa thaf'th«s«- nations
the Canal* It d@es aean that i-croder the 'jreaty Egypt

e&nnot n®w or in the filter© ^eopardjU® tte§. rights ©f
other- nations » Therefore in the: seas® ,@f thf -.psap -of the
Canalt it is internationalized.'" ' ; ; " ,, .

in th® formal statement. tf ' two days 'ago I ,
expressed the hope that the Bigpe©n»latioa proposal would
prove acceptable to all 0©nc.©m«d.mnd im;that"stat©aeiit
I noted ipsaifioally that the proposal 'fully-
the sovereignty of Egypt"* / ; . • '

3? Following are questions- '»M answers ^siibomt S^teg Canal:
; ,(..

- Q.* '"Iota have ^xprsss©! tbo; nopt th*t the Sniis-o



3WJJ112A . H th t
subiect to the Public Record Office's terms and conditions and that your

.r,..0.rt restrictions. Further information is given in the enclosed Terms and
Conditions of supply of Public Records' leaflet

O
N

R
E
F
E

No. 1781 t® Fqrotga OftLc

- 2 -

settlement ootiM to® matt in an atmosphere of eal&
•fion* $® you regard the French movement of ships and
into Gypnis as consistent with that

1* , "I m not going to on the of'

For. ourselves, w@ ®re tet@rmi»d to exhaust «v@ry
©very feasible m@th©d of ptauefal settlwwl'1 aai

w« '"btliere it caa fe® dome and I am not going to oauHujfr on
what other peoplt ore toiag* I am very hopeful that this
particular proposal will t>© aooepted but in any cnrentg m©t
to give upt even if we to ron into ©ther obstacles11. ;

Q» MIu that connexion can yoo t@ll as wh@th«r» sines
the Igrptian nationalization of the Oanalf. you h&ve
any orders to our own iliitary toons in the ar©a la
•ouanexion with this aot?"

A. "1 can tell yon this: I have clone nothing.
isn't absolutely consistent with what I have Just

ilttod to a peaceful settlement of this Sispat®̂
else."

Foreign Office please pass Saving t© 'Cairo, P»Q,l«i'E»f »
and Paris as Hy telegrams Nos* 134 1 134 anfl 511

[Repeated Saving to Calro» P.O.M,B«P» «pd P*rfsJ*!'

Privale
Mr. Rolljgr
Ir. Beeley
Sta& of
Head of

IMU.™f̂ V IF l̂""V
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The French Ambassador called on.me today to

reiterate his anxiety that the Committee of Five appeared

to be considering the form and details of the international

.body which might be set up to run the Suez Canal, aid

reaching conclusions on their own without, consultation

< with; us.and other Governments who were so much involved.

I told 1. Chauvel that the Prime Minister would be seeing

Mr, Menzies-again today: it was my.impression that
Mr. Menzies was quite clear in his own mind, on the

function of; the Committee of Five. His intention was

to be back in this country by about the middle of next

week so that there would not be much time for negotiation.

Mr. Henderson had told me that his purpose in examining

these questions was not so as to negotiate but rather

so as to be in a position to return some sort of answer

when questioned by the Egyptian Government. I agreed

however that there would be-danger in the Committee

becoming involved in detailed discussions without our

knowledge,, and more particularly if they were to return

recommending some unacceptable scheme. M. Chauvel

said that he would be seeing Mr, Henderson and was in

touch with M. HRggl&f, and would bear these points in mind.

2. I then told the French Ambassador that we had. been

wondering whether there would not be advantage in a

meeting of W.E.U. followed perhaps in the middle of next

week by a meeting of N.A.T.O. I myself would welcome

an opportunity for a further talk with M. Pineau, but

a visit by either one of us to the other's capital

/would
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would give rise to speculation unless there were

some pretext. A N.A.T.O. meeting would provide,

this. I had heard that both the French and

United States Governments would agree to such a

meeting, and I wondered whether Wednesday,

September 5, .would not be a good day. Mr.. Pearson,

would, be in Paris and. it might be possible to

arrange for M. Spaak to be there also. M. Chauvel

said that he would put this to M. Pineau.

August 29, 1956

African Dept.

Copies to: Sir I. Kirkpatrick

Mr. ..Ross

Mr. Beeley

Western Organisations Dept.
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SUEZ CAITAL

Miss Gleeson-lhite of Australia
House came ground to see me this afternoon.
She explained-that the Australians as
Chairmen of the Five Power Group were
uncertain as to the meaning of the "sanctions"
provision* of the 18 Power Declaration.
The text of this was.:

w (c) Effective sanctions for any
violation of the Convention "by any party
to it, or any other nation, including
provisions for treating any use or threat
of force to interfere with the use or
operation of the Canal as a threat to the
peace and a violation of the purposes and
principles of the United Nations Charter. "

2. She pointed out that when thefie
sanctions provisions were put to Colonel
Nasser he would have to "be told whether they
were to "be enforced in accordance with the
provisions of the Charter or outside those
provisions as part of the instrument to which
we were seeking his agreement.. He would
probably also suggest that the United Kingdom
and FraneS had already applied certain
sanctions. To this Miss Gleeson-White
presumed that we would say that what the
United Kingdom and France had already done
were interim measures for their own
protection without prejudice t© any future
arrangements which might "be agreed upon.

3. Miss Gleeson-White also asked if
we now proposed to take the matter to the
Security Council ourselves. Australia House
had understood from the Commonwealth
Relations Office that this was in the wind.
I said that I could not say what decisions
on the subject might have been taken though
we had of course given thought to the ways
in which the Suez question might arise in the
Council.

k. The question of sanctions is dealt with
by Mr. Pink in his minute of August 21 at
Flag A. We are agreed that this point will
need careful watching when we come t© WD»d
the eventual treaty but it is clear that
before then we are going to have to decide
what we mean by the sanctions provisions of
the 18 Power Declaration if the 5 Power
Group is to be able to discuss them with
Colonel Nasser.

5. On the sanctions point, I think we shall
have to leave the interpretation of the
sanctions provisions of the18 Power
Declaration to be worked out with the
Egyptian Government on the understanding *
however, that the introductionn©f sanctions
would not depend on a Security Council
decision to apply such sanctions. We would
have-to make it very clear that we were not
prepared to agree to a state of affairs..

/ where
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where any application of sanctions could "be
vetoed. To this extent what we propose
was outside the provisions of the United
Nations Charter. Provided this was accepted,
the arrangement for sanctions was to "be a
matter for negotiation with the Egyptian
Government. We might authorise the
Australians to pass this information' on to
the other members of the 5 Power Group

6. As regards the United Kingdom reference
to the Security Council, this is a highly
delicate matter and it is perhaps a pity
that the Australians have learned that it is
in the wind. We might however tell the
Australians that/we- are considering the
possibility of ta"king the jsatlfer to the
Security Council ourseJL-v6s if circumstances
made it desirablê 'lfe could suggest that
"by 'circumstance's*we are thinking in
partieulaip-̂ 'c-f possible developments in Egypt
itself-'̂ such as any aggressive action "by
Colonel Hasser, "but/we should make it clear
t*- the Australians in their capacity as
members of the Commonwealth and ask them not
to pass this OH "to the 5 Power Group. If the
should then ask whether we would take the
matter to the Security Council in advance of
the completion of the 5 Power Group f>s task
we might say that this is a very
hypothetical question "but in the fac6 of it
it would seem very unlikely iSKt" so long as
the 5 Power Group were holding discussions
with Nasser the necessity would fee moat

Â>"C-̂ t»\>ix̂ w>

August 29> 1956.

Mr. Pink and I discussed
this with Sir G, Pitzmaurice yesterday
evening and I asked Miss Gleeson-White
to come round afterwards* I gave her
a piece of paper based ©n points made to
us by Sir G» Fitzmauriea in the followingterms:

Sanotions pasgagq of
Deolaration*

!• Th® passage is declaratory of
a general principle only. Egypt would
have her full say in drawing up the
relevant passage of the Convention,

2« What the sanctions would in
fact amount to would be for negotiation
when drawing up the Convention,

3, There would no doubt be some
tie-up with the Charter; that equally

would/,*««•
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would be a matter for negotiation.

ij,, The Convention would however
provide for its own automatic sanctions.

(5. ^The passage in question is in
no way aimed specifically at Egypt - but
is world wide and the same for all)/

2% Miss Glee son-White asked me
'what we thought the sanctions might
consist of; did we think that they
should be those laid down in the United
Nations Charter? I said that we had no
views as to what sanctions should be
written into the Convention; this would
be a matter which would have to be
settled by negotiation. The nature of
them would be for negotiation when
drawing up the Convention. Speaking
personally I thought that it might well
be useful t© take the sanctions specified
in the Charter as a possible guide, at
any rate as a point of departure*

3* Miss Gleeson-White then asked
'if Her Majesty's Government themselves
has any ideas- which they wanted the
Australian Delegation to put over at
to-day's 5 Power meeting. I said
that as far as I knew we had none.

Miss Gleason-White then
said that presumably H.M.G. were hoping
that Colonel Masser would, in any case,
reject the proposals that the 5 Powers
might put to him* I denied this*

5.| In conclusion I referred
to her earlier enquiry regarding a
possible U.K. intention of referring
the Suez problem to the Security
Council and said that we could go no
further than to say that this was one
of the possible courses of action which
we might have to consider* I emphasised
that this was however for the information
of the Australian Delegation in their
capacity as members of the Commonwealth
and not as Chairman of the 5 Power Group.
Miss Glee son-Whit a said she entirely
understood this. The Australians
were interested not in their capacity
as members of the 5 Power Group but as
members ©f the Security Council.

3Q*

0
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Since tli© Gawal Company lias aewi* hai en iate^aatieaal

(bat ss Egyptian eompany sublet t© Sgyptlaa

©ustoiae » aptleie 6 of the 1866 what

IB th« jiistificatloa .for seeicing to impose aa international

stelnl strati on IB plaee of a aat ions Used1 Sgyptf8.B

eon.@tS8l.sRj, htiilding and f'ineste were international*

K@lfitioB.e of the with Bg|pt were reg-iiistea If

' tfee i.ees*0e of 1866 was irieorp®i»et«<l lnto»

of n th« Bdef iaite eye tern* which en ofotfeet

of : treaty,, Self-goferning %^pt toes aesepttsl thi
"^ /'

,/f'i*estf' » tolnflisf .* There is more irifittfeil thsa legal

««« @l* the Cttaal Is lutefrastlon.®!. The eountylee

entitled to ert^oy the. rights of the treaty rtf ap^eil the Sue*

Oaaal Company as sn instrument for effecting tJiei© righta.

1Ĵ . of the 22 P0wer» J,a &®n<30« asked for fi«'f*i,@ii

of passage « fl f^wsra clear that they do not ®..oc«pt

the .Egyptian ^ositlon •* anguslifietf Sgyptisa control - a® am
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U Bightesn .(repp©seat ing acre than 90$ of ths

using the Ganal) support ths 5-ft»er statement,

possesses sovereign rights which she would have to

agrees to the 5-Pewep proposals. Why
should, she do this?

A oountry oppresses its sovereignty when it voluntarily

| . teoogniaes tftet it most aeeept obligations towards tte

| internstlonal eoRmmnity ana qualify its freedJQ of

, . in order to genre the legitimate interests of

| ' . *«*itorie* to ttm u.w. Truataeahlp Systea^ 0th«r assets

| of tha U.H.CJharterj international aonnereial agreaaaatai

^ fht luFopcsm eoal and Steel C0ia8H3nlt̂ | MTO| ths 2.888

Ganal Convntioa Itsalfj srrsngems&ts governing otto

It is entirely eonelstent with S^pt^t so^ereipity, 'and

with tor iMtarial and political iat̂ ests, tv* to to sscept

definite syatem guaraataaing the praetlaal Denafit of tha

rights In ths 1888 contwntion to thosa user eountrlss

for whom tha 1808- oonwen.tion was spaalfioall, designed to

provide these- benefits*

Do you accept tinat Sgypt was within her rights in

nationallaing the Cenal Conpany?

«» IS Fevers sseeptad that, as pert of a final sattlsasat,

ownership of ths pbysieel assets of tha S«eg Caaal

Company In Kg.ypt would be reoognlaed. ' But wa see no adwantan
M

in besoming involved at this stage la a jttridiaal

eoneeralng the legality of nationaHsation. !Phe 18 Povsrs

have drafted a mt of proposals whloh assune the payment of

and fair oorsspenaatlon to tha Canal Gonpany*

o
N
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Will 'still have the rights

relating to th* defence of E

public

under the 1888 convention

and the maintenance of

te of the CoEBsittee floes not d«al specifically

l*i rights In relaftlon to the defence of Kgypt

»ag the maintenance of public order* But the stated

principles specify that an adequate solution *r-?«pect

the sovereign rightg of T3gypt% that the system should

be eetsblisbfid with "due regard to the sovereign rights

of Bgypt*' (paragraph 2) j smd provides that there should

"be "effective sanctions fo* say violation of tl»

"fey aEy nation*

Bgyptiaa rights to revpeot of the defence of

•woiM "be tstsfolished .tiadex1 tft.es@ principles*

With wfeoa would lgy.pt negotiate the sew convent!-

it ie not within the Committee's nsandat-6 to- propose the

preeiae mathod of negotiation* /Tnforwaliy It night ba

auggattad thatj, in principley the negotiations should

be with nations having a significant Interest in th«

use of tha Canal whether for treda OP shipping - e»

18 Powers» or the 23 powers participating in London» of

(which Bgypt night prefer) drawn from

wttat ctand'ard would a fail* and equitable return to

Sgypt be measured ®nd wbst ai!o«nt* in mindf

It is elaar frem the taatt of tha Loot em p*opoaais that

BO profit from tha operation of.tha Caaal will accrue to

other than the Egyptian Oovernroant* It fellewv
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SB8«t8lng that Canal traffic and dots continue at

their present levels, end putting aside the question of

to the Canal Coiapanyj, Igypt would receive

sh© now gets together1 with theae

to the sh®rehold©re of the 8t»s Canal Company*

ti»affie ttooagh the Canal' inereaaee -> ensi present trends

& very rapid increase - th© benefit to Kgypt

iaepfsitt affected however fcy th« tern® upon whieh

espitel is raise' 4 .

(e) Om tht ©bove "basis,, th© Egyptian

would receive the ftet» 'but not th

payments et present mede to Sues Canal Cotepta,?

Btiei*tli©l^f'i*e» sia.ee the gross papaeatti inolu«le

lgypti«n. taxation on the Company's Slstrilaiited

(I)

(c)

Arrsngewents would Iw 'whereljy the revenue

to the Bgyptian fovepnrasrit would M

a§ traffic passing through the Can&l

In volume ,

•Whttfe.er os? sot Gsn«l dues should 'be at^oetefl •

either up 02* down - would fee © Tetter for

ieelsion 'by the International Bosra» lo d©y(fet

guiclaaee os th® polioy to "foe pursued in thi§

regard would be laid Sown in the convention

under which. It wag eet up t and this would be a

for aegotistioa with the Egyptian

flat «iay®pti@a8

eoiapenaatioaf .

IS Power® tasMBg about
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S@e foregoing* Vfes is not tailed upon to

to iifgeflete upon this natter* It would, contemplate

that* by .separate arrangement* negotiation would take

place between Egypt and. tha Interested parties, and

provision would be made for arbitration*
CM?

lew would the proposes. International Board

wo a.Id fee it® funs, t ions powers?

Btetlon 3(s) of th« Fite r-wer 'propoeitlo envisages tbt

settliif up of « Sues Cansl Boarfi waleh would o« revponsibls

for the operation, malntenanee ana Itevelopitent of the'

Oan«l« Bgypt weald grant this all rights ant

facilities appropriate to its funetioning. fiiis means

that tfee Boarfi would be responsible fen

/*(t) ths d*y*to~d8y running of the OensAjJ?"

(IS) t'at fixing of Canal duest tsiting into account

point® 1 (e) aril l(d) of the proposal®*

(iii). reeruitmtnt of personnel, following where

the 0M C®wp&nj*& policy of Hgyptianlsetlonj

(if) ploughing back ©f profits where necessary for

(v) raising capital on the world market where ths

Ootapany'a cum existing resource® sr-t not

sufficient. fMu would 'be done to obtain capital

for special developmental projects*

10*

Way 1® it neeess&ry to aa?e an executive BoarS Involving

llgl/pt in co-operation, with other so-called interested,

nation® In the operation, maintenance and elevelopsient of

the Caoslf

Sana! playe e vital part ia the seonoiay of many nations,

flat proceedings or ttoe Oonfereaee sh©w that there is almost
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it «m«ai.K@a« feeling in the countries «onoerned that

should be international participation in the

of the Canal, is order to aafegusrd their

interests In the Canal, Thla is what i* mean* by "a

definite system destined to guarantee* 'the free use of

the' Canal* further Justifiestioa for this vie* is

provided in the text of fee London proposals themaelve*

and i in particular, paragraph 2(b)»

Large amount© of capital will, gioreover, be required

for the future development of the Canal* Revenue from

tails, at reasonable retee will not 'be adeqaate. It Is not

believed that the Egyptian Government alone vould be able

to raise the ,aee®sss.fy loaa.s«

Will an International Board mean thst the process of

li'itfQduei ng Egyptians into the running of the Cartel will

be
ti "("•'? OV'̂ '

Igyptlanieetion will to® a matter for

%y tht

How will the Board 'b© constituted end in pert leu lay what

will "be the system of voting?

1?he Board matt bsfe a constitution whioa enables It to

onBt ana decisions which will reflect e con-

of oplaion fitiS not the interests of any one of Its

'13

is it supposedXbat the Egyptian authority

is incapable of running the Gaasl
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15*

?Jhat are the sanctions

tlit Five Power proposal© and

in. regard, to them?

in Station 3(c) of

provisions ar@ to 'be

The sanctions contemplated could "be th« as tho&e set

oat in Artiele* kl sat 1*2 of th* UK Cto,i»tti* wlilefe outlln-e

action that-raay "be taken by the Security Council, with

re«pe«t to threats to th* peecte, breeoheft of th« peaee

ects of aggFtesioa, It 1® foa? oonRlSeratl-jn whet!i©i*

•|).i*0iri01oii lasy t»e raade in th« ps?op0eed Convention for any

set of this- sort wMet* may take plaee with regard to the

Canal to D« rsfeppcra to the • Security Counell for

consideration under Artlolc 39 and a«tlon aa^er Articles

Are not the French and British already violating

spirit of this part of the'London statavsntt

Why Is anything feither required other then the.United

Motions Charter? Arid for the possibility of reference

t® the International Court of any disputed questions andcr

o revised 1.888 Conventionf
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S E C R E T

MR. .E. BSELBY

Copies to: Mr. W. Armstron
T.g. Bird

.• . . • • - , - --Sf v^*w: •:;""$'
' >• ! , ':? 'i'"'- ,ifiJi.'j£ffii, •«**

ask
on the London 8t_atemgjit

I attach copies of a draft paper on this

as agreed at this afternoon's meeting of your

small group.

23rd August. 1956.
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S_E G R 3 T

SUEZ GJ3pL

i&go t lat ing 0 ommi 1 1 ee
~~

London Confer e^jB_
Go vernment

1. Officials have consideredj-

(a) whether the Negotiating Committee set up by the

London Conference to present the proposals of the

Conference to the Egyptian Government should be

ready to answer questions put to them by the

Egyptian Government on the detailed implications

of those proposals; and, if so

(b) what are the questions which, the Egyptian Govern-

ment are likely to ask and what answers should be

given to them.

2. It is strongly recommended that the Negotiating

Committee should be authorised to answer, at least in

general terms, some of the more obvious questions which

the Egyptian Government would be likely to raise.

3. The following are the questions which seem most likely

to be raised by the Egyptian Government, and the line of

the suggested replies:-

&• Sovereign rights

"How do you reconcile the London Conference proposals

with Egyptian sovereign rights?"

Answer

"The answer to this question is contained in the

verbatim record of the London Conference, and in particular

in the speeches of Mr. Dulles at the Second Plenary

Session on 16th August, of Mr. Selwyn Lloyd at the Fourth

Plenary Session on 18th August and of Dr. Cunha at the

Sixth Plenary Session on 21st August. In brief, it is
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not proposed to depart from the long standing recognition

that the Canal itself forms an integral part of Egypt;

and, on the main issue, the doctrine of absolute

sovereignty is out of dafce in thenodern world, when it is

necessary to reconcile national sovereign rights with the

unavoidable inter-dependence of individual countries."
gue_stion_j[2)

Do you accept that Egypt was within her rights in

nationalising the Suez Ganal Company?"

Answer

"We accept that, as part of a final settlement,

Egyptian ownership of the physical assets of the Suez Canal

Company in Egypt would be recognised. But we see no

advantage in becoming involved in a juridical argument

concerning the legality of nationalisation at this stage."

^/(Joiiiiient - For the information of the Negotiating

Committee, our position is that we do not accept the

legality of Egyptian nationalisation, but will be willing

to accept it de^factq so far as concerns the physical

assets in Egypt as part of a general settlement./

"Will Egypt still have t be r rights under the

1888 Convention relating to the defence of Egypt and the

maintenance of public order?"
/

.Answer

"Amendment of the 1888 Convention is not part of

the present proposals."

Comment - Amendment of the 1888 Convention, or indeed

its supercession, is not excluded. But the real question

which arises in this context is whether the provision

in the London proposals for "effective sanctions" does

not by implication mean the supercession of the

1888 Convention./

-2-
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Qgestiop

"By what standard will this be measured and what

amounts are in mind?"

Answer

"It is clear from the text of the London proposals

that no profit from the operation of the Canal will

aocrxie to anyone other than the Egyptian Government. It

follows that, assuming that Canal traffic and dues

continue at their present levels, Egypt would receive

approximately the sums she now gets together with those

distruted to the shareholders of the Suez Canal Company.

But until payment of compensation to the Suez Canal

Company had been made in full, the sums accruing to Egypt

would be reduced on account of this factor,,"

(a) On the above basis, the Egyptian Government would

receive the net, but not the gross, payments at

present made to Suez Canal Company shareholders,

since the gross payments include Egyptian taxation

on the Company's distributed profits.

(b) Arrangements would be made whereby the revenue

accruing to the Egyptian Government would be increased

as traffic passing through the Canal increased in

volume.

(c) Whether or not Canal dues shoxild be adjusted -

either up or down - would be a matter for decision

by the International Board. No doubt guidance on

ttie policy to be pursued in this regard would be

laid down in the Convention under wtaieh it was set

up, and this would be a matter for negotiation with

the Egyptian Government./



I 1

Pie
i
a
JS

2

I /teJ

cms PUBLIC RECORD OFFICE

* F0 SH/1W2<*. -

ins 1 1 1

S75J7
2

se note that this copy is supplied subject to the Public Record Office's terms and conditions and that your
e of it may be subject to copyright restrictions. Further information is given in the enclosed Terms and

Conditions of supply of Public Records' leaflet

o
N

R
E
F
E

^ . .

Q,ue st i. Lgn_ _(g)

"For- what Is this compensation payable and who is

to pay it?"

Angwep

"Compensation will be payable -in . respect of the

Company's physical assets in Egypt and the premature

ending of the Company's concession, Egypt will be

regarded as liable for this compensation**1

Question (6)

"Do you accept the Egyptian proposals for

compensation?"

Answer*
"It will be seen from the answer to question (5)

above that the basis proposed is different from that

originally proposed by the Egyptian Government."

D» The Q o t n ye n t i o n to .be. ne got i a t ed wit h E gyp t

"How will this be done? Will it be by the

conference already suggested by Egypt?"

Jjigger.
/This question requires further consideration.

It is however assumed that a conference of the kind.

proposed by Egypt would not be acceptable to

Her Majesty's Government. The alternatives would

presumably be either a conference of Egypt with the

eighteen supporters of the London proposals, or a

smaller conference including countries drawn from

within the eighteen but more equitably balanced from

the Egyptian point of view./
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Question _

"Why is an executive Board, necessary- for the

purposes described?"

"The Ganal plan's a vital part in the economy- of

many nations. The proceedings of the Conference show

that there is almost a unanimous feeling in the

eoiointries most concerned that there should be inter-

national participation in the management of the Ganal,

Further justification for this view is provided in the

text of the London proposals themselves and in particu

lar paragraph 2(b)«

large amounts of capital will, moreover, be

required for the future development of the Ganal. It

is not believed that the Egyptian Government alone

would be able to raise the necessary loans".

"Will an International Board mean that the process

of introducing Egyptians into the running of the Ganal

will be halted?"

.Answer

Sgyptianisation will be a matter for /negotiation/'

^/decision by the Board/ .

"How will the Board be constituted and in

particular what will be the system of voting?"

Answer

"The Board must have a constitution which enables

it to take decisions, and decisions which will reflect

a concensus of opinion and not the interests of any

one of its members."



1

Plea
u

2 cms PUBLIC RECORD QFF|CJ

*«., F© 311/1H124 -
ins 1 1 i

S7W7
2

se note that this copy is supplied subject to the Public Record Office's terms and conditions and that your
se of it may be subject to copyright restrictions. Further information is given in the enclosed Terms and

Conditions of supply of Public Records' leaflet

o
N

R
E
F
E

"What are the sanctions and who will be responsible

for calling them into play?"

"Are not the French and British already violating

the spirit of this part of the London statement?"

Qtiestion (ijj)

"Why is anything further required other than the

United Nations Charter?"

/The answer to these questions require further

consideration./
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OF THB aATIOMALISATI'ON-QP THE SUEZ CAMAL

Further t© my minute ©f August 20 when I recorded
conversations with Messrs. Berfcin and Searight of Shell,
I attack a copy ©f a memorandum handed to me to-day toy
Mr. Searigtit, I understand that Ir. John London will
shortly "be sending a copy to Sir H. Caccia.

2« Ir. Searight re-emphasised the great importance
attached by Shell to Wasser's action not resulting in the
recognition of the nationalisation ©f the Ganal. He
thought that the Shell plan as outlined in the attached
memorandum provided such a "big carrot in the shape ©f the
payment t© Egypt of something lilce £150 - £175 million
that Nasser would he tempted to accept the plan and not
insist on nationalisation, I expressed some doubt ©f
this* Mr. Searight seemed to think that, although we
had recognised the nationalisation of our oil interests
in Persia, we should be able to avoid it in the case ofthe Suez Canal.

3« Hfr. Searight indicated that the American oil
companies (in particular Mr. Howard Page of Hew Jersey)
were not so worried on this issue as Shell and that they
might be prepared to see a compromise solution reachedwith Nasser.

k» I imagine that you will want this memorandum to he
circulated to the Suez Committee Working Party.

1956.

Mr.

/

1-3
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AMP

Sir t,- Stevens

September 3*-1956
B* 10* 5 a,Bu September 3» 1956
R. 11*37 a*ia. Septswber-f?~19£6

Addressed to Porei&n

for information to Qairo
Jedda
Washington ^ &

I saw the Shah at the Caspian resort, loweh&ht, on
September 1. I told him that we had agetmnilatlve evidence
of Sand's concern over I&sssr's behaviour. In the light of

*S3TA""*9i T*wr* <aV*4' to 1 Wft"*l'̂ B*'̂ 3 4*'w(' -Sti'S ftnHK5il •f'l'i'̂  'TKljT' "'4*Viiia-=4'̂ '; ^^'<Sfci^tTl/flii(li-i&;WT*':-"'B8'Q-;t^i'-':'"lilî S* XBlp™Xl.cLJL Mel Jt3fe uy1 3mli.giiu 1/Iaj.ELJx ullaV ull1© ulUuloIlu Wfio

worlfc

-of i • the'il%et ing iitfen the five-Power Commit tee.

2* The Shah readily agreed to the idea of talcing.some
action. He said that he hid intended to say his piece
lapser when he paid his projeeted visit to Biyadh in ths,
winter (not Septemberf see Jedda telegram Ho,.253 of
S%it:WSt:r 20) .bttt he realised 'that Sues had aodelerated the
ttiae table. He debated the merits of a message or a
'special «mi«8aryp but in the end, with my encouragement, case
down in favour of the former on the ground that thpre w*« no'
time to be lost*.

3, . 1 think the,message will be on the/right lines, He
rehearsed some->f ybur telegram Io*82f without my proopting
from roe and I filled in most of the gaps, I suggested :
sounding the.note of two major Moslwa towers eajsally threatened
by Nasser'Vs reekless aabitionsj Iran nts doing her best
through the FiYe-Power Committee; what could Saudi Arabia do *?
He .certainly will not encourage the idea of Saudi'mediation*
He might even go, so, far as to suggest, that the tia® had
arrived/^when Saud should come' off the fenee* stop putting his
.hand i! his pociket :|he wms irerf southing about the 1C million
dolls**], ..thpugh -inclined to with the interpretation in
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Tehyan

tad really talk sternly
to Nasser. He it, of Bourse, fcst as tajious

should fef U1» Mageif ^ tcaepting
as Sand that

4* For personal, not (repeat not) polioy reasons, I
that the. Shah ws not best pleased at my 'vi®itation. He has
•agreed;,*o.a*t sad speedily, JR these'dirooastanoes, und ?iew
of the initiations deserlbed in Washington telegram No 1783
a similar dSMrohs by the. United States 'Ambassador wight~only
irritate or oonfase. The United States Snbassy oould,
hewer, show their solidarity by-enquiring of the [grp*
mdM^ ? Oovenmentl in Tehran about the despatch and tens of
the massage. I am conveying a suggestion to them in this

Foreign Offiee. pie*** pass Priority to Cairo, Jedda and
fashing ton as. my telegrams Nos, 1,2, 12 and 39 respeetiTSly.

[Repeated to Gairo».;Jeadt. and Washington]

Sir I,
Priva.te Seeretary

Etsttra. Department
of African Deptrtient
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El Cl«ir

.

Attrtsstt to

•I
TO

..Of£iot ffo;. 18.69... gf

itpftttt for InfornatloQ to? Paris,
Itlt0, Beirut*

1 (C) of mj teltgr« loj 1863, rril^

g U full ttit pf '0®mli0Qria ?®rsl©ia t& lmgs@r*s

"What President SlstBteifii' salt two age owrcant
eur t«rlier tisappttatmeiit ail ii fintr&l, listatiowt^s
stattmtnt is ecmsitotA as similar to Egypt's p@int of ?law»
for lie sail that Egypt was the ©wssr ©I tht Oitntl anA -this
is our f i@wp@lnt» Tht Dfeitoi. Statts is cosotnitA with

tht frtetem of navigation aii. this Is what wt
* Bistitowfi8 salt that Aawrioa was oenoerati.

to rtaoh a ptteeful stttltnMrat tis-t tills is what wt ar@ als®

2* Akhlwr
a"bt?i9 "out it

"

Naastr as QomDHrating» *It st«ms that
Atmanttig «®0tl3r what if prsriously
that whsn the osrresponirats referrel

t© the h©peg which Sissnhower 9JEp«ssef for tht possibility
©f PrtsUsnt aeo@pt.tice «f tht Wssttrn plais Iass@r

that thtrt was tiff trtnos bttwttn hiasslf ant
Trtsittnt Sistahowtr as regarts ths rtalisation ©f tht flew*

of Itth.

?®relga Off let pass Washington* Paris ant Btirut
as mj til@.graias Nos; £82, 145 *nt 249* . ..;

tRtptattt to Washington, Paris ail Bsirot]
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TO <JEBBA

August 18, 1956 3*57

..to. .tele.grt3B.. 3fo.»556..fflC *
Repeated for Inforiaiioia tot Qalro !•;... ::...•,.'••. ' ..';

• . ' • Washington :., . . .; v • •

The. Saudi Charge d1 Affaires was invited to sail.- on Bead of
Eastern Department tills morning -and given an outline of the
proceedings of the Sue$ 0&na| 0onf©r©n©e.* He 'was told that the
Oouf trenie cpaiols&y got down to business. without wangllngs on •
procedure and that Mr, Dulles. f's exposition of the problem propos«
ing the establishBent of &n international authority «fts w»H
yetiived and had become the foGal foiat of the .$onfi&en$ev . Bv*n
the Eussian delegate in his speech on August 1? althougti'
intvltyib&y eon@@rn©d to make a Bcoaibet1 of propaganda points-- did
mot teethe -n&iessity for arrangaaents for .©oapltte 'freedom of
patsag®, through tht Oanal* I@' proposed, that further proposals
should jfe; worked out by the Foiir Srett Powers together with India
mud.

2* Mr* Rifstes went on to emphasise the interest of all users of
the Canal including. Saudi Arabia in a solution whish would divoree
its operation frop til national polities* It wag not proposed to
establish an autljarity dominated by Britain or by the Western
Powers or by anyone .©lie but after Itsser*s aet of foree it was
vital to agree on arrangements whieh would afford real inter-
national -guarantees against any similar future action and to re-
establish eonf idenee* Otherwise the prospects of .further invest*
ment. to develop the'.;0anal Cor any other .project 'in undeveloped
•countries) -would be jaeriously affected, It seemed- to be already
agreed by the Gonfer'enee that the legitimate interests of Egypt
in securing an adequate share of the income from the Canal must
be met* H* Pinetu in his speech hsd emphasised this aspect of

. the matter* If Bgypt setired revenue in tMs way she might be
oovetous - of .' othef Middle East countries and their oil.

Fintllyf Mr* lldhes said that it-
brought this storm upon himself,

that Nasser*'
now lore ready to

.. /seek
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seek a- solution, ftiis might T» 'booms* hs realised that' he
•«cmM'not entirely -rely on lussia* It was well Known -that he
Mi asked for Zraq.1 mediation* Saudi Arabia hud. a tested
inter@st In. the fyoedon of the Oaaa! and in gepayttlog its
operation fton poll tits jtmt life© any other- trading nation.
The best ootmael they oould giTe.Iasser was to aqeept a solution
on the lines aduabrtted fey Mr, Dulles*

4,. if you think it would "be helpful you should speak in similar
ttiaas to fiistl or other Saudi authorities in Jedda,

5* Saudi Charge d1 Affaires was Inclined to argot that we
not say that Iasser*s assurances in regard to freedom of n&¥iga-
tlon were not sufficient until they had "been put to the test,

. 1© also deprecated any suggestion of the use of force since ther®
•irts already "enough trouble in the Middle East as it is",

Eastern Department
African Department

Department
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•* «** si %&«*« twrwi to

«f jatot ito§ 4
which do wit m»

(I)

on a non-profit

to
of

will
duo as a result if (l).

C43 Wf«sl to toititl ar«sj« will b*
will not iaoreaaa very ]ffit<i-jb mojr© thftti it

' d» *« « »»«tlt *f tk* iuere&se la totffi* tlist is
ts* ®@^l-etl«a ff Prograaan* 8j ta%f

(f)

«f

*» ®«t revenue
«•«« lii»lj to

to

fe* able to fee«»wf ^fc*j»lsy «•«•!»% tof »»Jl ftr tto Asww Dare,
« mkMW l*»ti«»lifiiti«»« «f the Company «MU

been accented and th« purchase ®f th« l^ptJto aso*ts
aa & ooasmoroial

*« of

mil in a® ^mating such an
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fo t» ttoa-olitiwl and
pati».sai -of tr«d« a»t fsrem %yp** Board to send reports to th»

st work f«r go©d. of Gaaal azd all ut0r&*
1* fy|» of ladlfMttalscm Board?
2* Part @r fell timsl - Shoald tl»y b® aharsholdere IB ahippdag

©^^ajiifls for sxamplsf
3. ftudwr' oa B»rd - 11? 15?
4» • U.teraa'l®®! - If so, spaeifie for s»©b J»al«y er
I, lfe<a stletti than to start with - %H»t aoad the § eaaf@3»m©« rep»>-.

•gsatatiwe? If so, who sstpplitss gaoel for g»l@@tiea?

etlttts Itf f,I.? 22 or 4-5 Rations?
doeia it sit - IB Egypt?

ffcat iw® it.Maollft - laboar disrates as-
of

as toll rat©s? argweats

t@ d«legat« etrtain eoatrols* ifeat about 1olle» capital ©xpeudi-
tttrea, beol Issass? f^ild Igypt fear© a
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27 «i AUgttst* 19

,0 A ...... i_A..,.Jt

in International Entity would buy the

Coapangr's rights (tip to 1968) in the physical

loaated is. Bgypt.

(2) The International Entity would buy from the

Egyptian Government the right In perpetuity to own the

assets to operate the Canal.

(5) The eonsideration payable to the Egyptian

CteYemaeirt would need to take Into account the following*-

(a) The revenue which the Egyptians would

obtain lander the existing agreement until its

expiry in 1968.

(to) The substantially increased

• animal revenue which the Egyptian

wold have obtained from the existing assets.

(c) B©atai for the laud area ©scrupled by

th« existiag Canal and its facilities.

The Egyptian Goveriment's re^ersioaaiT-

Interest in the assets of the Canal Coapaxqr wlilefa

'Will become theirs in 1968.

fhe manner in which the consideration could b© paid

eoiald take forms, but would preiimably ha^e the greatest

appeal if it provided for a substantial lump sum payment as

well as annual payments. As far as the annual payments are

concerned* these should be, at any rat© in part, related to

*bs II® ®'£ ^^ Canal so that the Egyptian Government would

gain from Increased use of capacity ~ perhaps a continuing

fixed rate per ton, or fi»d percentage, of the ctaeiu

(5) Separate arrangement s would have to to® made as

regards capital developstent*

4s tii© International Entity will presumably be

non-profit maki&g the disposal of a.sy surplus after making

the agreed payments to the Egyptian Government will r@qu.ire

(4)
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C7) A plan on the lines of the above would avoid

issue of "nationalisation8 aitci if the money for

baling the Sues C-aaal Ca»party*s Egyptian assets and

f&T aay laiip payment to Igypt were provided by

principal tag©r Goveragents it «ould broaden the

basis of Iirfcersatlteal support in the ev@at of

dtffieulties*
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27th August, 1956

Essential differences between »our.« plan

and that explained by H.P. arei~

(i) Under our plan the Entity buys out the Canal

concession (a) from the Canal Company (until 1968) and

("o) froas Egypt (post-1968), paying respectively the

Canal Company and the Egyptian Government ('by a variety

of ways).
^ ' (large lump sua

This calls for a particularly(difficult calculation)

in respect of (b) - «mess of paiaŜ * and the ̂ anĉ ll̂ ation.

of the "nationalisation" law,

(B) Under the II,P. plan the Egyptian Government buys

out the Canal Compaq pre-1968 rightsj and appoints the

"Entity" as a % eymanentr,,_Tgonggs^siogary^Jbu t,jioj>-j>?o fitHBaM.ng

One difficulty her© is that the ̂ riĉ 1 paid to

the Canal Company has to appear as a commercial deal5 arid

not as "compensation for nationalisation".

(A) Under our plan th© whole revenues would, go to

the Entity from now and for perpetuity* Egypt receiving

certain "royalties" (which would increase with the traffic).

This calls for consideration of what the Entity (which

is supposed to "be non-profit-making) mould do with the

surplus,

(B) Under the E.P. plan Egypt would at once and

for all time receive th© total nett revenues from tolls -

out of which, for some years to come, presumably, she

would have to pay off the purchase- price (coisponsationl)

to the Canal Company.

Under this plan Egypt would receive no lump

su® - hor nett revenues would be only moderately and

gradually over what she has heretofore b«en getting (taking

iato account th© sums due to the Canal Company for "selling
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out** in anticipation of 1968)» But could, borrow

substantially on the strength of post-1968 earnings,

which will be enormous.

JiLJt.. What would be the position of "new assets", i.e.

expansion, under this plan? Under our plan Egypt would

presumably get a free ride to the extent that she would

not 'be expected to put up any capital but would benefit

by the increasing royalties from the Euch bigger traffic

thereby made possible.

As tar as "Hasser getting away with it" is

concerned., l(B) and 2(B) are pretty close to national-

isation, and reaping the fruits thereof straight away.

He would b® "borrowing" instead of being "bought out".

Tae method of "buying out11 need not be so very different

except that one would have thought that in the former

ease a larger lump sum would "be needed than ia the latter

.- and oould indicate thereby a greater degree of

immediate "triumph**. But in either ease the fruits would

be not inconsiderable! though less spectacular in the

short-term but greater in the long-term under the "H.P."

plan.


