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' BRITISH EMBASSY,

Ko. 186 :
CAIRQ.
{14214/446/58)
September 1, 1956,
CONF IDENTIAL
Eir,

It is unlikely that we 2hall ever be able to treace
definitely the mental processes leading up to Col. Nasser's
decision to naticnalise the Suez Canal Company, We shall
probably get more evidence from time to time, but it is highly
improbable that it will be reliable. It is of sane interest
at this stage to consider the evidence which we already have,
2s The special positlon enjoyed by the Suez Canal Compsny
had long rendered it a natural target for nationalist agitation.
The singular char'acter of the enterprise iieelf, Iits -evident
wealth, the corpus of privilege and acquired rights whieh 1t
enjoyed, the mann@n'of life in BEgypt of 1is closed community
of foreign employees, and the evident disparity between the
return recelved from 1w operations bﬁ its shareﬁolders and by
the Bgyptian Government, were all calculated to excite the envy
and prick the sensibilities of Egyptlian nationaliSts-. This was
the burden of a how notorious book by Mr. Moustapha el-Hefnawi
a youhg lawyer wiwe iIn touch with the Free Officersﬁggmnpiled a
record of the alleged ;niquities of the Company and who has now
been rewarded by a seat on the first Board. Disputes between the
Egyptian Qovernment snd the Company were no ﬂaveliy.rThay ¢ courred
Trequentiy before the Revolution, but at tha:htima~%ﬁa Conmpany
was generally sble, in negotiation with successive Ministers of
Commerce, to get its way at a price. It was natural that, with
the coming of the Revolutien, the Egyptian Govermment's attitude
should be visibly stiffened. There is no doubt that from the
fearly
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early days of the Revolution its leaders had in mind the
desirability from thei? point of view of getting rid of the Company

: &8 8opch ae possibie, but the evidence does not show conclusively

e an s

that this-aim was ﬁranslated at that time intoc & definite decision
to nationaiiﬂe tha Company before the end of the concession, A%
his press conference ch fhe 12th of August 1956 Col. Nasser saiﬁl
tha£ they had fhought about the Suez Cenel Company “mare than two
and & helf years ago" l.e. well before the eignature of the Anglo-
Egyptilen Agreement on the Suez Base, mnd my Pakisteni colleague
snforms me that what Nessek said to the Pakistani Minister for

% Foreign Affairs when passing through Oairc before the London
Conferencse ﬁaa in virtually the same words, On the 17th of
November 19854, CGcl. Nasser announeed that preparations hed already
begun so that Bgypt would be in a position to take over the
administration of the Canal whén the eoncessign expired, emphakising
the friendly relations bstween the Egyﬁtian Government and the
management of the Company and expressing confidence that "the
Company would continue thelr aesistance so that the remaining pericd ’
might pass in the best possible mannerﬁ. In the same passage,
however, he referred to the usurpation of Egyptian righis in the
Ganai and itﬂ exploitation by the Imperialists as pretexts for the
continuaﬁion ef the occupation,

5.' Dur ing praeticaliy the whole of 1955 the subject wae drcpped,
Towards the end of the year, however, the Egyptian Government
adopted new tactics of sapping at thelsompany in order to lnecreass
Egyptién particlpation in management and operaﬁion to the greatest
poseible extent and to get as nmch money out of the Company as
poseible, The demand was made for investment of all the Company's
reserves in Egypt, for the sonsiructiion of éga harbour at Lake |
Timsah, Tor the nominaticn of 211 Egyptien dlrectors by the

Egyptian Guvérnmgnt, snd for Bgyptian pertieipation in the Comlt
/de Direction,
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de Direotion. At the same time visas were refussd fo @ number

of forelgn pilots and determined attempis were made to lower the

g tandards of pilots’ qualificetions in order to provide posis for
Bgyptians, Looking back one might surmise that the Egypilans had
in mind that getting control of the reserves and Egyptlanising

the pilots' service was a desirable prelimlnary ito naticnalisation.
But ther'e was no reason 8t the time to asssume that they had in mind
more than the immediate sims of Bgyptisnisation and extraetion of
foreign exchange, desirable in themselves from the Egzyptlsn point _
of view,-apart altogether from nationslisatfen. Thesé negotlations:

ended 1n the Agreemsnt of June 1956 by which a sum of more than £20

millton wes to be invested by the Company in Egypt in return for

continzed exemption until the end of the concession from the
Exchange Gontrol, Lew, which would enable Canal dues to continue to
be pﬁid in London end Paris, The demand for the construction of a
herbour in Lake Timsah was not pursued seriously, and the other
issues had not yet come to a head by the date of nationsalisation,
Daring these negotistions there wes & battle over the iegal posltion

of the émnpan.ar. The Egyptisns were antious, as in previcus

negotiations with the Company, to exhibit its total subservience to
Egyptian law, while the Company meinteined its old posltion that 1t
hed a pégime specis)gend that Lte position under Bgyptian law st
be similtenscusly ragulatéd by an agreement between the Government
and ltself. The Company’s position was at least partially conceded
by the Egyptian Government by an agreement belng made between the
Government snd the Company in the form of an exchange of letters.
Ko sooner was this agresment signed thaen the Milnlster of Commerce
proposed that H.M Goverament should conspire with the Egypilan
Government o get round it by srranging for the dues of British
ships to be paid in Egypt into & blocked account fo be used only for

payment of imports from the United Kingdom, During the Whole couree

of these hegotiations the attitude of the Ministers in charge snd
: /the
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the ettempt to get round the Agreement immedlately afterwards
support the thesis that no immediate nationslisation of the Canal

was then contemplated or at least known to the Ministers in charge

B

! of the negotiations, If it had heen, the obvious course would

\ nave been to manceuvre for a breakdown of the negotiations and to
use alleged intransigence of the Company 28 an edded reason for the
:%g' act of nationalisation,

4, By the end of 1955 it became clear that very large investmenta
would be needed for the enlargement.of the Canal, in order to make it
£1it for the great increase An tanker itraffic which wﬁslto be

expscted during the next few years., Some Americen oll companies
were alrsady in touch wilth the Egyptian Government, and the Egyptians
had general preliminary discussions on 'the question with the
Fresident of the International Bank. I% sppeared at this time that
they were thinking on sensible lines, On the 15%th of February 1956,
the Hinister of Foreign Affairs summoned myself and my-French and
fmerican colleagues in order to give us & general proeliminary view

oh -the question of the enlargement of the Canal, He referred to the
conversations with the oil companies and the President of the
International Bank, and said that he belleved that an enlarged Cenal
oould be en occaslon for further co-operstion between the Egyptisn
Government end the Western powers, end would be & further link
binding BEgypt to the West, He said that though some of the users
wished the Egyptian Government to undertske the works of enlargemen t
a8 Soon 8s poselble, they would of course do mothing which in any

way would contravene the rights of the Compeny or the proper

functioning of the Canal, I asked him whather they had any firm
ideas about the future of the Canal after the end of the concession
in 1968, and emphesised the importance of maintaining the goodwill
of this most velueble asset, which depended uwpon international

——— e em——————— L

eonfldence, referring to the danger that that confidence would be

diminished as a pesult of the continued pressure by the Egyptlan
/Government
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Government on the Company in recent months, The Minlster said

that they had every intentlon of mainteining the eff:l.c:l.eﬁcy of

the Canal et the highest standard and that they lntended to
maintain good relations with the Compeny. All this was part of

the prelude ‘bo your vlisit end perhaps relatively gemulne. A%
about the same time, Monsieur Charles-Roux inslsted, 1n the face.
of genersl scepticlsm, that the Minlster had twice told him that
the Egyptians were oéntenmlating the possibility of sn extenslon
of the concession, & statement which the Minlster now @&trongly
denies having made and which at the time seemed to be due fo
Monsieur Gharlesdicux‘s wishful 'interpre't_ation of ons of Dr, Fawzi's
sharacteristically oblique remarks,

5. From the 25th of March to shout the Bame date in May 1966,
there was & press war between Egypt and the United Xingdom, with
the Bgyptian presa avowedly directed by Col. Nasser to attack H.M.
Govermment, Thiswds & time when Col., Nasser's perpetuasl suspicions
were greatly intensified eand it seems likely that they were at this
time also directed towards our intentions over the Canals On the
7ih of Mey the Minister of State made -the following statement in
the House of Commons: "I am, of course, ewere of the importence of

making satisfaotory arpangements for the future of the Gapsl when

the concesslon expires in 1968, Before then we shall ceriaeinly want

to talk to the Egyptian Goverament, but the fipsi step ls to obtain
some ida_ﬁ- of the physical and comnercial nature of the problem which
1s likely -_to--ei.:l.st by then. The Suez Csnsl Company, with the
encouragement of ;the-.ﬁvit@aﬁ directore .on the Jommlttee of Direction,
18 now undertaking cereful study of this problem", This stetementy
was made in answer to a question by Mr, Peyten suggesting that

Col., Nasser's oconduet gave nobody any grounds for confidence in him
as custodian of an international weterway, and that Her Msjesty's
Government would be well advised now to rai&a this metter with the

United States Govermment and others interested in Western Europe In
Jordep
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order that the future of the Canal wmight be satisfactorily settled
at an sarly date, These exchanges gave rlse to a strong reaction
by Bolonél.ﬂnwar el Sadat in the semi-official newspaper Al
Gomhourisa, Goianal Sadat was in the main answafing Mr, Peytion.

He esserted that the Canal wae an integral part of Egypt, and that
Egypt would not allow the Canal tb “orovide a gap threatening the
soverelgnty and independence of the count:y“; On the 15th of May
Mr. Peyton proposed the adjournment of the House on the Canal
guestion relterating the need for its effective international
control, saying that it was an intolerable situation that elther
now or in the future the body in contpdl of the Canal should fall
entirely un&er the hand of Bgypt; and suggesilng that the yroblem
of ‘the future use of the Canal should be deslt With &t oncs. On
thé 36th of Mey, Colcnel Nasser, presumably under the impzot of
these Parllementary exchenges, informed the American jJournalist,

Mr. von Weyzand, that the "Suez Canal would bécome Egyptian property
after twelve years and Britsin was trylng te stop thisY, Ahoﬁt this
time Mr. Burhan Said, the Egypiian ﬁovernm&nt representative with
the Ceansl Company, forecest to the Gampanyfs menagement 1n Calro
that sdme action wouid be taken in June which would affect the
Company, though I doubt if he was forecasting anything so &rastle

a8 nationalisation.

8. On the #0th of July Colonel Nasser told my American colleague
that he hed discussed the question with Ahmed Husseln, ths Egyptian
Ambassador in Washington, at Aiexandria in early July befors he went
to Brionilﬁnd before Ahmed Hussein returned to Washington, fccording
fo Nasser's account, he had ssid that he was by then convinced that
the West would not give any ald for the High Dam aﬁd that If they
wlthdrew thelr offers, he would netlonaliss the Cenal. hhmaé.Hussein
had sttempted to dissuade him and he hed sald "Keep your nerve and
it will turn out a1l right®. We also know that at about this time
the Beyptians were preparing "staff stedles™ of the effects of

netionalleation, It was noticeable however that they did not sall
_ /back
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back for consultation Dr. Bahgatl Badawl, the Egyptian Governme nt

d¢irector on the Bunesg Canal Compeny Board and the first chairman of

the Board of the Buez Canal Authority after nationalisation, who
was in Geneva &t the time engaged in an arbitration and who would

have been the most competent person to advise on the legal and

administrative aspeois of nationslisaiion, Colonel Nassep gave no

hint of his intentlons 1o Wehru and Tito at Brioni, and has since

told the Indiens thet he only made the decision on the 218t of July
after Nohru hed left, The Indlans naturelly wish to believe that he

hardly had it in mind before this date, since they do not like o
contemplate that he was implicitly deceiving Nehru during their

mmam>xm Z0O:
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conversations at Brioni and subsequently &t Cairo. The embroidered

account by Mohamed Hassanein Heykal in Akher Sa'a Of the 15th of

August 1956, doea not in my opinion add any.evidence of .value., It

is designed to show thatﬁhésaris the statesman with the master

plan sountering the dark designs of the imperialists, rather than

the lrresponsible dictator lashing out in & tantrum. Bu%t whatever
Heykal's exaet theeim, he 1& not 2 source on whom one ean rely for

anything approsching an objective accomnt of the facts. I have mysel:f

11ttle doubt that the decision was effectively teken hafore ﬁehru

left. 4t the airport at the time of his departure the Minister of

the Interior told me that they weré not so worried at the withdrawal

of the offer, 2a they would find other means to finsnce the Dam,

to eonceal some other purposs directad against thenm,
7 Some tentative conclusions may perhaps be’ drawn from this

avidanca, subject to the possible need for later correction.

It
was the manner of the withdrawal which upset tham, aince it appeared

Nationalisation of the Canal hes never been a yrominent plank in the

Revolution's programme, though there is no resson to doubt Nasserts

assertion that they had been thinking of it as a vague possibility
during the last two or three years, They ware going tc get Lt anyway,

They certainly could net nationalise it befope the British troops

ieft, and meanwhile they were trying to get ail the advanteges they

/evuld

©memmme e ea e
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conld out of the Compsny on the assumption that 1t would remeln
until 1968, and to meke quite Sure #hat they would be in & positfon
to mn the Canal properly without interference at the end of the
concession. Colonel NWasser's suspleions were almost ceriainly
arcused by the exchﬁnges on the Subject in the House of Commons,
and he mey well have begun to think more seriously abﬁut
nationalisation at this %ime, both as & result of these suspiciona

‘and in the context of the deterilorsting relaiions betweer the

BEgyptian Government end the Wesi, But 1t appears falrly certain
that he would not have nationslised the Cansl Lf the offers for the

High Dem had been maintained, since the High Dam 18 a point of

. immense prestige with the Revoluilion, and he must have known that

nationalisation of the Censl would immadiately lead to @
caﬁcellatinn of the Western offers. It 18 1likely therefore shat

the adopti.on of nationalisation &8 W polley mey
heve begun & month or two before the act, at a time when

Colonel Nesser began to be fairly certain that the Western efferﬂ
for the High Dam would not be maintained and that for various reasons
s pecourse to the Russians wes noi{ an acceptable alternattve. I
believe thet up to the very end he could have taken only & very few
of His intimates into his econfidence and that this number can have
inciwded few, If any, of the civilian Ministers. (olonel Nasser's
reaction to the wi#hdrawal of the High Dam offer was Blgnificantly
exhibited in two stages. At firet, in his speeeh at Mosterod, he
hit beck at the Americans. Then, in his speech at Alexandrie, he
concentrated upcn the British ahd French and worked up to the
announcement of nationalisation, the already prepaved retaliation
for the withdrawel of the Western offers.

8e it would thus be probably equally wrong to Bay elther that
there was a dérinite and fixed policy to natiqnallise decided a long
time previcusly or that this wse a decision made on the spﬁr of the

moment in retaliation for Mr. Inmllee' statemsnt. It was something

in hetween the two. Nationalisation had certainly been considered
' /e
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a8 &% least a possibility, was perhaps shelved for some time,

r b g

| and wes brooght out agsein for serious consideration in the new
; politlical relations developing in the spring of 1666, lWe.hava
5 naver-had any iliusions sbout the lmportance to Nasser of the
High Dem as a symbol of revolutionary purpcse and achievement,
nor about the risks which he would bhe prepared to take in order
to schieve this aim, The risk he took was fap greater than he
had calculated, and the act of nationalisation 1s not likely to
get him moeh further towards the cunstruction-of the Dam,

Be I am sending a copy of this despatech to Her Majesty's

Ambessadors in Washington and Papris, and to the Political Officer
with the Middle East Forces in Nicosia,

I have the honour to be,

with the highest respect,
81ir,

Your obedlent Bervant,

ot
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(1082/42/56) |
Aungust 31, 19506,
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. You will probably have a report from Labouchtre of
' 8 conversation between my Delgian and Syrisn collezgues
here. The Syrien is a laondowner of right-wing teudencies
and fearful of disorder and Comamnism in his own country.
He is strongly anti-French but reascnably well disposed
towsrds us, though a strong Arsb nationalist.

gt

s

B Tue upshot of his resaris in brief was as follows, He
was very gloomy sbout the sitnation. If it wes settled by
force, we should hove the whole of the Arab world agzinst us
with widespread disturbances and Nasser would be = martyn,
If Hasser got awsy with 1t, nis prestige, already enommous

_in the Arab world, would be eoven greater, In eltuer cusSe

" the Comfunists would profit by thie oid which they offered to
the Arabs sgeinet us. He cbly saw one hope whlch Was of
medintion by the Pakisteniz by which MNasser would agree %o
a régime which went some way Lo meeb Western interests while
we agreed to econonic aild and & new attennt to lmprove
Hestern-Bogyptian relatlions, in order to defeat the Commmnisis.
During the period of negotistion or mediation we and the
French rust in all circumsiances maintazin our military
preperations in the Mediterrznean, without which we should
never get Bgyption agreement ta anything.

i You will perhaps get & more extensive report from
Brussels. The morsl of it a1l is thet mny Syrian celleague
is acute encugh to realise that this bhusiness is not going
to be scttled essily, but does net appsrenily realise the
extent to which Hassep has lcsi the confidence of the West.

L T am sending & couy of this to George Labouchire and to

John Gapdener,
1;3*Uwh .

A Du I, Ress'Esq., C.H.G., &
Forelgn Office, '
LONDOW, 3.W. 1.
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Repeated Por S.ntbrmatian to Washingten Parts P,0.M.EF.
Nenzies Mission,

Following 5 Mensies' sooount of lest ni@t‘a meeting to
Aggtrallian Govermment.

Beginge.

A% tounight's meeting Nosoer made his vespomse. For ihe
nost part he addressed hixself to sslected olanses in the
8-Pover ptatement. In essonce he rojected the propowaels as
the restoraticn of celisctive ccloalalism s a form of
donination or seisure which he would naver mﬁsfmtmw
explain e the Bgyptisn peeple.

R, If thare is & grave sitostion 1% is created ‘ny those

whe threaten violenos. Egypt hes not vicleted any inber-

national obligations., The 1888 Comvention siands intact,

Hwreovsr, it is Egypt and ned the Sues Compeny whieh is the

defonder of the Canal and the protector of rights uwﬁur ¥he
O Genyention,

3. As to tha'prwuibn of physical faoilities e passage,
Egypt does nol need the essistance of inftarsationsl finance,
She hes preved. this in the pest Perty dsys., What can a
board do without interfersmos with Egyptisn severeignty?

T# the development of the Cenal requives wugre tan%iwy
Egypt's, sovereignty is involved at onoe.

b+ The concept of insulsting ihe Canal from polities is
unrsal. The intermstlomal propessl is an expression of a
politioel conference., The members of the board wenld
“tnevitably be suhjeai to pelitloal direotion. On the other
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hand, the fact is that the sovereign ferviiery of the Canal
gennet be insulsated from Egypt's pelitical lifs. Petple
living ia the Cspal aves mnst inevitsbly s a cemire of

5, InEgypt®s gradual escape from colonialism, the teking
over of the Cansl is a further sxpression of her indepeniance.
fgypt sust hevs her soversignty and be in a pesition e
exerciss 1t. : |

6. In passimg, Nemser seld that the question of flmance
and tolls omuld essily be mranged.

7. We told Nasegy that we would net meek to maks a
oomplats rejoinder until we hed further oensidered bis roply.
Eaoh member of the coumittes 414, however, take him up em
varieus points. ALl mesbers of the comsittes resporded
prouptly to his demmoistion of colopialism snd sald fimly
thet thair netional policies wers sntirely out of sympadizy
with $he continnancs of celomialisms The Ethivglian Foreign
Minigler, in partionlsr, vephasised that the Egyptism
Govermaent was heing ssked to make an agresment whioh would

| be expledned to the Egyptian pecpls ae en sgreement., Ia

resperse to Nasser's peint ihat the Canal had already beek
subjest to pelitios becunse Egyptian seweroignty hed prevailed
anpimg the 13fe of ths Cowpany, I emphasized that i% was only

 simoe the &isappearance of that) intermational oompany that the

problem of expesure io the polities of a single nation aveses

8, Other paints of imterest in Nasser's reply were his

_ gvaifiancs of any referenos to osmpensation; his demmelation
of the Western Press ocampaign which was Girecied at himself,
and his cleim that it was impessible to have fres nagotiation
under the threat of ferce. |

9. The next meetling with Nasser uin be on Vednsaday svening.

Ends, . o L
Perelgn Office please pass Immediate to Poris and Routise

o Washingtes s my telsgrexs Nes, W8 and 281 respectively.

/ [Repeated
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sir H. Trevelysa

. B, 1920 D.5.5 p.m. September 5, 1956,
September 5, 1556, R.7.35% p.m. September 5, 1956,
TUMEDIATE .

- SECREL

Addresged Forelgm 6ffice telegram Ne,1970 Sentomber 5
Repssated fer imformatien

wtsh’_ngtﬂn ?81'13 ?QQ.HOEQF! ll_-,ﬂz ‘z\ } .
- A

Ny iamediztsly »receding telegran: Aenzies' Uissien,

Prew Mr., Menates' account te me 4t is clesr thet he
handled yasterday's meeting admirably, Nasser's thrse malm
velnts wars thet the temslon was wet caused by him, but by
sxternal thrests, that the Camal csuld never bLe taken out
of politics, but was 2 central isgue 1n Egyptisn pelitics,
sod thet the prepesals wers a form of "colleotive celenisliasml¥,
The missien evidently get anmnsyed at his frequemt repetition
of this slegsn. Moonzles felt thet he must meke a prelixzimsry
epgwer en all thess polnts 1s erder to prevent Nasger making
out thet he had cenfeunded his visiterz. He was particularly
plezsed with his team bocause they all spontansously jeined
in effectively to rebut Kasser ia his “osllective celenialisa™

]m-nrnz‘l =Z0-

idea, The Ethieplan was vigereus amd direct. The Iranian ssid

thet if Nesser's charge had beem cerrect, meithar would he hLive

-been there, wer would his Gevernsent have sent hin, Ley

Hendersen said that the Unlted States had glways beén antl-~
Colenialist ip its pelicies, had helped colenies te ebtaln

their imdepandence amd had given great assistance to the

tountriss of the Middle Esst. They certainly weuld have had
sething te de with a propesal which was coelonlalist in
genceptien., The Swede zpld that Swedep had ouce had a amall
celeny, bui that was a very lewg time age and they ware
certsinly net celenialist., This counter-sttack ssems te bhave

/hed some
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had seme effect ou Npsser. MNenzles got lute ome srgument with
hie whem Be tried to suggest that Menzies had beem threstoning
him. Mewzies 2id net let thls pass and Nasser had to glive

ey, Fawzl 314 wet utter.

2. Teslghi the tsam are geing te develep thelr argumewmts
sgalinst Nasser's peints of last night and de net sxpsct

“te reach the stage of couster-prepesals from Nagser. They

sre dining with him afterwsrds, however, and the pesiiionm
zay be comsiderably clearer by temerrev. Nenziss iz wet
hepaful. He s2id that he was fully csnscieus ef the patnt
which I hed made 1o him, that though Nesser was net visibly
etalling on the pace of ths presemt cenversetiems, his aim
would prebebly he t» pave the way fer further negotlstiens
without commitment, while consollidating his held en the
Cemal. He expects that Nasser will lead with zemething like
the Memen propesals, Abeve all, he iz dsternined met te
allew the prececdiugs to Arift inte dlscussien ef mliernative
prepesals as gome of the American advigers, thoughk net Lmy
Hendersor himsuif. appasr te faveur,

3+ Mengias sets great store by the £4mal docunants |
in view of the great iapartanae that the issue should be

-gbundantly clear to werld public epimien. Ha contemplstes

that the missien's writtem statement will be answered by am
Egyptian reply and thet if this seeks te cenfuse the 1sgue,
he will cap it with a fimal statement saying thet the
prepesals of the 18 Powers are clesrly net accepted.

4. Friday is to be a blamk day, se his time-teble is wew
te loave by Houday, - -

Foroign 6ffice ploxse paws Parim agd !nﬁhingtqn 'Y
uy telegrams Bhs 149 sad 935 ranpactivuly.

[Rapaated te !alhingtea ahd.?ariu].

Private sacratary
- Bir 1, Kirkpatrick
H#ir, Regs
Mr. Murray
Head of Afrinen Deparinent

BB B
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Frrenaiia

Following is text of letter dated 30th August from the Office
of the U.K. High Commissgioner in Kerachi to the Commonwealth
-Helations Office. Beging. L
}- ] L

As promiged in our telegram No. 1378 I enclose copies of the
Foreign Minigter's statement at his press conference on
29th August on Busi.

You will see thai Mr. Hamidul Hug has tried to some extent
to pull the wool over the eyes of the press here about Pakistan's
real attitude to the form of management of the Canal, So far,
they have had fair success énd most papers feel that Pakistan
has played & useful role at the London Conference in “changing

the whole spirit, tone and tenor of the Dulles Plan”. "From an
witimatum it has become a request for negotiation®. ("Times of

Karachi, ")

As you will see from the Fortnightly Summary for the period
ending 30th August, the heat which at the beginning of the
fortnight looked like develo?ing over the Suez hes largely been
dissipated by the Government's brief imposition of Seetion 114(C)
which forbade political meetings. This confirms our earller
impressions that the Suez issue was only a politicail stunt.

While, howsver, politiclans in West Pakistan seem to have
given up the idea of using the Suez as a glogan, lalest reports
from Bast Pakistan show that the Awemi League are still on this
tack, At & public meeting on 27th August ("Protest Day")
which was addressed by the League's main leaders, including
Subrawerdy and Bashani, & resolution was passed on "Support for
Egypt ove:r nationalisation of the Suez". This was the only
‘resclution on & foreign affairs fopic. Echoeg of this campailgn
are continuing in the Left Wing press, notably "The Pakistan.
Times" and “Imroze!. "Degpite verbally admitting Egypt's
claim to nationalise the Canal, the CGovermment of Pakistan
regard the Western countries! demand for the internationaligation
of the Canal as correct. This attitude can under no
sircumstances be considered as helpful to Egypt. Vet all the
resources of the Government are busy, dey in and day out, to
prove that it is 8o ....... It is a pity that some of the
Pakistan papers are insulting the intelligence of the people
by joining hands with the Government ....." (Imroze, 26th August)

Ends,

Copy to:-
D. T

| SUEZ CANAL DISTRIBUZION
SPECIAL MINISTERIAL DISTRIBUTION

SOUTH ASTA AND MIDDLE EAST DEEPT.
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” | REPORT IN "TIMES OF KARACHI" OF 30th AUQUST
OF_PAKTSTAN FPORBIGN MINTISTER'S PRESS CONFERENCE IN

~ KARACHT ON 29th AUGUST

~ The Foreign Minister, Mr. Hsmidul Hug Chowdhury, said
yesterday that Pakistan's efforts at the London Sueg confersnce
were directed Towsrds finding a peeceful and negotiated
settlement of the dispute compatible with the sovereign rights of
Emto ' '

Addressing & largely attended Press conference at the Foreign
0ffice, the Minister, who led the Pakistan delegation to the
conference, claimed that "we succeeded in convineing the Western
nations to take up & peaceful negotiating attitude and approsach
the subject with that point of view only.™

He sald that all through the conference he kept himself in
close contact with the Egyptians, and he was told that they wepe
grateful for what he said at the conference, "We are deeply
interegted in the welfare of Egypt, and the meintenance of its
sovereignty and dignity, and we also made it clear that no
settlement can really be achleved if there was a desire to impose
a settlement."

Mr. Chowdhury maintained that the proposals put forward by
Pakistan after amending the United States suggestions were '
subgtantially the same as those of India, which had been approved
by BEgypt, with this difference that Pakistan did not like dusl
control of the Canal. . ' : :

The Foreign Minister denied that Pakistan's stand at the
conference was contradictory to its recognition of the right of
Egypt to nationalise the Canal, arnd said that every sovereign
State would voluntarily surrender part of its rights in exchange
for some rights elsewhere and in the larger interest of the
country and the world as & whole,

Mr. Chowdhury also welcomed the readiness of Colionel Nasser
to hold discussions with the Live-man committee set up by the
conference to explore the basis for a negotiasted settlement of the
dispute. o : K

"The omeng are good,' he said, and added that "I had from the
very beginning I met Colonel Naséer the expectation that it wiil -+
tubn the way it has. My impression after I me% him was that he
was as much eager for a settlement as the user nations were."

 Mr. Chowdhury said that Vi per cent. of the cargc passing
through the Canal was o0il, and 26 per cent. other commodities.
But if the ships had to be diverted around Africa 50 per cent. more
ships than available now would be needed.

He also claimed that he tried to reflect the populsr opinion
in Pakistan ss best he could at the conference, and tried %o
inf luence the Wegtern countries. '

He algc made it clear that Pakistan's membersihip of the
Baghdad Pact d4id not in any way influence her attitude towards the
Suez question, but he found it rather hard to answer the question
why Pakistan did not press for inviting more countries,
particularly from the Middle Bast, to the conference,

The following are answers given by the Foreign Minister to
guestions asked at the Press conference: ' '

Guestioni-/
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Question:- What is your resction to the dsliverations o
the Lon&on Conferanee on. thﬁ Suﬁz Gan&l”

Answer° Egypt haa agraﬁd to halﬂ Giscussions with the
Committee of Five set up at the Confer rence to explore the basis for
a negotiated settlement of the dispute,  The omens are very good and

"I had from the very beginning when I met Colonel Nasser, -the

expestation that it will turn the way it actually has, - My
impression after I met Colonel Nasser was that he was:as much i
eager tc have a settlement as the user nations. TS )

I want also to say that on this beginning I will be justified
in hopihg that the real negotistion would come about to achieve the

-result which is in the mind of every one. When we decided to

atténd thiz Confarence wée made clear to every body the necessity
of removing the atmosphere of tension that was rapidly mounting
and to save the area from being the scene of conflict, the result

of which would be disagtrous for all concerned,

We are deeply interested in the welfare of Egypt and the
maintenance of its sovereignty and dignity and we also, from that
point of view, made it clear thal no settlement could be really

“aghleved it there was a degire to impose a setilement upon Egypt

agsinst her will. The basis of 2ll gettlement should bz &

- feirly agreed formula which would protect the interests of all

without in any way adversely affecting Egypt's sovereign status.
When we found that other nations were agreeable to thies procedure

- we 'thought that we would be able to make some contribution if we

did join the Conhference and then decide. The proceedings of the
Conference which were held in camera though not made publie, came to
the knowledge of all and you will find that we kept this approach
of ‘ours throughout as one of the fundamental atititudes in the

- gettlement of the Suez dispute. We succeeded in influencing most

of 'the Western nations to take up a negotiating attitude and

- apyroach the Bubject from that point of view and that point of view

Onl}rt
SCVEREIGN RIGHTS

Guestion:~ Have you seen the letter of Egyptian Director of

“Information pointing out contradictian of our approach?

Answer:—- Unfortunately, our papers did not publish my whole
speech of August 21st. Therefore, I heve to take recourse Lo some
American papers. I read from the 'N¥ew York Times of 22nd August,
wherein my whole speech was reported, 7The original proposal was
econtained in the 3-Power Declaration. The impression that one had
was that it should bhe something like & declaration of right of
user nations. Now take the statement - that was originally drafted
by the United States — there it was sroposed that there should he
an international board for operating the Suez Canal. In order to
meke the Western nations agree to 2 solution it was essential that
their fears should also be removed and something should be done to

~ bring about. eo-operation between the users and the owners. We had |

yet to find .out. how we could do this. keeplng intact the soverelign
right of Egypt. We ourselves thought of a differsnt formmila.
Having examined them all we came to the conclusion that any formula
thet we suggest for-a settlement would amount to a unilateral

 sdeclaration on behalf of the user nations. Therefors, we
‘deliberately chose to intproduce the amendment. It was agreed on

all hands that there. should he some organisation in which all the
user nations and the owners should be associated, =~ We proposed

~that the manner of bringing it into being and the status should
-be entirely left to be negotiated with Egypt. That is to say, we

introduced thege words, to schieve this rssult on & permansnt and
relianle bagis, "there should be egtablished a counvention to be

rpegatighle with Bgypt.? The erux of the whole thing was that

whatever/
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whatever formula had to be worked cut, it should be ons _
poceptable to all and to which Egypt also agreed. That is why I

. @&8id, "to be negotiated with Egypi." The convention by which this
“Hill be established shall have to be negotiated with Dgyot.

Then we spoke about & board. The original formula was that the
board shall be "international'. We succeeded in inducing ithe

~ United States to drop the word "international" from their own text

end they agreed, Bven then it did not satisfy us. Therefore
I in%ioduced these words, "the status of the board would be
defined in the «bove-ientioned convention te be negetiated
with Soypt.” Therelfozu, the nswolr to the question is, it

‘i not pircdoiticual, Tt is unGecsiood that every sovereign

n.tlon hos got o right to stick to its point of view, as also
to part with somc in its own inte:icet and that tcoo is clso in
gxereisc of i1te severeisn rinht. Therefore, whether Bgyot will

- pirt with some Howers, which is ubsolutely within her fold or to
seep them all is alse 4 motter of decislon for Egyot., Every day

we are surrendering some rights,snd acqguiring some rights by
treaties, Egyot will hove to decide whethey it 18 te her interest
o _part with some rizhts which now belong %o her absolutely in
order to make arrangement whieh is ultimstely to hsr bensfit.

There has Lheen left no doubt Eryot's right in this resheet,

INDIAN PLAN

guestion:~ Osan you tell us the basis of differencebetween
our proposal and that of India, If there was nho difference why
4id not Pakistan support India's proposals?

AnswWer:~ The propesal that was put forward by Mr. Menon,

 which was reported to be one which was acceptable to Bgypt,

contain these things:-

"That congideration be given without prejudice to Bgyptisn
ownership and operation to the sssociation of international users’
interest with the Egyptian Suez Canal managing body. Therefore,

. the plain meaning of this, as he himself explained to the.

conference, is that he also intended that the international users
shall be associated with the management. He never said that it
would be purely an Egyptian bedy. This iz the same formula which
we accepted and in which Mr. Duliles made ceriain changes. In my
speech of August 21st I gquoted the proposal of The Indian
belegation, vig., "that consideration be given without prejudice
to Egyptian ownership and operation to the association of the
international users' interest with the Egyptisn corporation and
then I would also like to quote from the proposal which has now

been placed as modifisd that "thers should be established by the

convention institutional arrangement for the co-operation hetween
"BEgypt and other interested nations in the operation, maintenance
and develooment of the Canal.' It has the same purpose.
Therefore, I say this is the basis of all the plans whether of
India, or of the United States and ours. We made this pariicular
proposal subject to the approval and agreement of Egypt, but hers

;: of course, in Mr., Menon's proposal you have got & second ¢lauss,
| He Turther says that o consultative body purely of users of the
- Canal be formed on the basis of geographiceal representation and

interests to advise the management. The nistaie which was
committed was that attention was paid to clause (iv) and no
attention was paid to olause (i1ii), In the Indian proposal there
has to be a consultative body in which the users' interests oniy
will be represented., This was to be an additional body which
shall advise the cther hody regarding all matters concerning users
of the GCanal. In point of fact there is practically neo
difference whatsosever in the body proposed in Mr. Dulles's
statement as amended by us except that India wanted an additional
body. Mz, Menon's proposals have visualised the setting up of the
consultative body in addition to the assceciation of the inter-

' naticnal/
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naticnal users' interests with the Egyptian co-operation. I said
at the Conference: "It is the opinion of my delegsitién that ths
association of these interests in the body set up for the
management would be the best golution as it woull ensure the
restoration of confidence among the maritime users of the Canal and

- would have none of the Fundamental disadvantages of dual managsment

as propogsed in the Indian proposal, and eliminate interruption in

- the smooth functioning of the machinery.

.guesfionzw What are your reactions to the Soviet allegstion
that Pskistean lined up with Western Powers because she wag a
member of the Baghdad Pact?

Y Answer:- Cur spreal throughout had been not to introduce

other political disutes in this Conference and complicate the

solution of this prcblem. Russia has, snd it is & well-known fact,
openly criticised Baghdad Pact. Therefore, it would not be
surprising if she used this occasion to diseredit the Baghdad Pact
and to incite some body ageinst the Baghded Pact, though I say

most unjustly and improperly., We always said that the Arab-"Israei!
dispute should alse not be involved and "Israel" should not be
allowed or encouraged %o fish in troubled watsrs.

"Lgueétion:— Has the crisis finally passed?

Answer:- Crisis Will pass when there is a complete settlement
of this trouble. e

- Question:- Did Egypt ever asgk you toiﬁressmfar“tha inciusion
of 811 the nations signatory to the 1888 Tonvention?

Answer:~ We did not express any opinion on this guestion. IT

‘there were more nations in this Conference we would have been

happier, We had to bring or influence to use the Conference for
the restoration of a peaceful atmosphere to a situation pregnant
with dangerous possibvilities. We were anxious that if anything

‘has €o be done now let us do it. Naturally we could not talk to

everybody. True, there were more nations who were also
interested, When the Conference came up our anxiety was to
remove from the minds of everybody that there was no othep way but
recourse to force for the solution of the problem. We did
suceeed in removing from the Conference all these fears.

Question:~ Has your attention been drawn to the Egyptian
Government's declaration that in 1919 Britain herself was opposed
to the internationalisation of the Canal? ‘

AnsWer:-  During the last War, passage was denied to some
ships. I do not say that British attitude at that time wag right.

The present proposal does not include the words
'International control'. The word 'international' has been
excluded. What the British did at that time was no conesrn of ours,

Guestioni- Some American papers e¢laim that Pakistan
campletely aligned herself with the Americean proposals.

Answer:-  We influenced Americans more than the Americans
inflgenced us. We had to use our influence to bring about &
peaceful settiement and we gucceeded in radically changing the
atmosphere of tension. We secursd the American co-operation for
using their maximun influence against any use of force against
anybedy and they modified thelr proposals to meet oupr points of
view, Having secured that and U,S.A. having accepted our
emendment by which the whole settlement wes made dependent upon &
negotiation with Egypt. S»eeches that were delivered by some of
the dslegates unfortunately were to make a sottlement imposgsihle,
Qur main objective was to bring about a settlement by removing all
tension or lrritations. Unfortunately some delegates did use

this/
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this opportunity for the purpose of making settlement impossible
tians views every day practically and I had beén under the
‘gﬁﬁggession throughout during the Conference that the amendments
¥ e were propesing and the changes that were ultimately made 1o the
Americen proposal were those which would make them acceptable to

Egypto

%uestion:- Whet are the main functions of the Negotiating
Comnittee of the Iondon Conference? , ’

Answer:~ This Committee's primary function is to convey t0
the Egyptian Government the point of view of the prineipal uselr
nations in regard to the settlement of this dispute and suggest
to them that the Conference expects that the nsgotlation should be
started with Egypt to settle this dispute keeping this as a basis
of the settlement., _

nestbions:-- Can the Committee make any newW proposals to
EBgypt by itself?

Answer:— They have no right to change but the guestion is
they are not going to come To a settlement finally. They want
juat to arranges for negotiations., I am going To give you the
formula. It .should be kept free for everybody during peace and
wap s was 1laid down in the Convention of 1888, No digecrimination
regarding rates ete. against any nation. 'This is the objective
which each nation wants, it should be availeble to evepybody as of
right and to use it without interruption by anybody.

guestion:— 'Wiil there be any differsence between the operation
of 1888 Conventicn and any future settlement over the issue with

Egypl?
AnswWer:~ The 1888 Convention speaks of every kind of wvessels,

iy b—-

warships, battleships, ete, The only thing is that noc ships shall
be allowed to enter into the Canal to have wariike activities

within the Csnal. That is the Convention of 1888 1o which Egypt says

she isg absolutely committed. She wants to ensure it by
declsration of its own, viz., that there shall be freedom to all
nations during war snd peace, The second point is that the
efficiency of this Canal must be maintained. Unless it is
majntained it eannot serve the purpose of the International
Waterways which it has been serving for so long 2 time and for

that purpose technical knowlecge and financial support is essential.

The Qanal at present has to be extended very substantially because

larger ships are now coming in carrying oil, which can only use ths

Cansl provided the Canal is substantially extended. Seventy-four.
ner cent, of the traffic is oil. Twenty-six per cent, ie other
merchandise. The Western nations fear that if any discrimination

is used by the country which is actually controlliing the Canal or if

freedom is denied to anyone for ctherreesons there will be a very
serious danger to that country's economy.

Question:- 7id Colonel Masser give you any counter proposals

for the settlement of the dispute?

Angesp:— Colcnel Nasser 4id not give me any proposal. He

said that we wanted to have a discussion With 45 countries and thet

Egypt was ready to have an Advisory Body. Egypt wounld herself
guarantee by her own declaration. And for the purpose of giving
confidence to the user netions they agreed to an Advigory body
being set up for that purpose.

‘guestion:- It has been said that you did not reflect public
opinion of Pakistan at the Conference? '

inswer:;- So far as %ublic opinion is concerned what I did
wos LEETTiried my level best to influence West as also other
delegateg and impressed upon them thai whatever has t0 be done can

only be done with the_consent of E t. There wag & feelingzgg SCME
Eﬁgfﬁ geded in

tries Lo tak ilatersl actlo i k . We sue
%gggéﬁ%ing ha%.e %gl%ﬁa% exten%} ?E%Ie§¥ppubl c opgn on o
Pakistan &nd other Middle Eastern countries,

mmama Z0O-
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Dy, Ardalen gave me this morning a few impressions

of the Iondon Conference, He was obvioualy delighted with
his reception and with the hospitality ana eourtesy extended
to him both by the Prime Minister and the Secretary of State,
He was full) of prailsze for the Secretary of State's skilfm
and faip-minded chairmanship., Menzies air of authority
and clarity of thought haa obviously made a great impression
on him. He was very critical indeed of Menon snd the Indian
delegation generally, Be described how the former had
atterpted to suborn him in advance of the Conference; and

s he ssemed a little sorry that effopts io detach Indonesia

P and Ceylon fpom Indis had not been completely successful,

' - (Incidentally, he mentioned that Dr. Soekarno, whe passed

i through Teohran yesterday, seemed to live in a werld of his
own and be remarkebly ignorant sbout Buez), As Tegards
the future he spoke rathepn optimistically of the prospects
of being able to persuade Nagsep to accept intermational
control; and he clearly felt that as the only Moslem member
of the Committes he was in a special position and he might be
able to make the most effective appeal, He said that he fully
shared our views sbout the desirability of Qeflating and if
pessible getting »1d of Nassep, He thought, however, that

: we should not get confused between the two objectives, The

v firat essential was to get a workable and effective settle-

; ment of the question of the Cansl, Once that had bean

obtained and whatever its effects on Nasser's prestige we

could then work together on mndemining his position,

dogor e
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