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(Unitad Kingdom Delegation to the United Hations)

Sir P, Dlxon
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D:1.17 ».m. Janaary 3, 1957
R-.2.07 a.m. January 4* Iff?

m C.B.

-4 JAN 1957

S£MT TO DEPT.

v/i

Rop«ated for Infornatlon to: Washington
fills

telegram No. Ui Canal Settlement. T,

After discussion on Moorhouse (my teUgra* Ho. 19) I
raistd th« quastion of Canal sattlaaent
Secretary General to tell me th* outcome of his rtcont contacts
^̂ Mp> iPWfr fljp IBwPfipMB^ wpiMBlfr *F**^r w'i%WPfc ^Wpw^^W !|̂ MlHMBMNMmpwlh (̂P ^j^tlit^^S^lMf^Ktff iwfcplw l̂ f̂tiflpej "Kr"

2* Mr. Hamarskjoeld said that h* felt easier than he had tilt
for some time about the general Sgypttan attitoto, Cordier
had brouaJxt him a massage from Hasstr that h« had been right
and Kasstr wrong OTW the sensing of TJHS? and Hajaa^rskjoeld
felt that prospects of progress on futon problems «m
favourable.

3. He gathered froa Hasser and Fawii that thouga a sugg«sUon
for direct oontaot between Egyptian, French and British
leaders would still be lUcely to meet with a rebuff t Nasser
had no objection to a series of bilateral talits (presumably
flKjBk ^Miw .̂ WpiBWpplB̂ IMp flpBî iHn'i'̂ W '̂̂ Pwiif ̂ WsKllpSy ^P 'ip^WdMPfc' •̂ ^pt̂ ^ -iww^ww ^̂ ^M^e^̂ Nnw l̂ sw ĵpiff̂ p'Wiw ^ ̂ ^^pw^pwi^tti^^j[

that the door mi open and that he oould choose his Ume. The
Egyptians were always reluctant to show their hand in adtance
of others but night be prepared to do so siouHaneously. Thus
Fawai would not coaialt himself finally to the Seortitary
Ganoral's letter of October 2V, 1956 (3/3728) because M. Pineau
in referring It it had spotosn about iprogrws prwiously made

la



\
JU Here I »ade the points in fq«r telegram io^fi referring
back to Ms owm opinion exjpvssed on Beeeafcer m Hit* we should
Mget sonething la tht basket" as scon as possible (ay telegram
Ho. 1628). Hawuirsk&eld replied that he was OBW thinking in
tenas of the phrase "bringing It into focus" * la fact an
expansion of fit first stage into clarification without

«}cofflBdtB«nt on five points that had been formulated la talks
with Fawsl. There were procedure, contents, participants,
timing and atmosphere. It considered that by covering these
points IB the first stage It would be possible to reduce the
second stage la a nay which he belivved you favour.

5, His lift for working this m& was he said to seek in
lev York an impression without eoaaitaent of *fcat both slits1

felt in rtgard 10 the five points and then to go for
siailarly without oojBmitMait» IE Cairo with Sastsr. It would

the French ant ourselves. It would then go to CaiK» and try
'•hifc J^̂ MW IKF̂ L JM^KdttJMl* ^A ^^ -̂̂ m^gngbuy^^J JM.JHI. ûu,ubjuû |bJF Ĵ ^MM|M|ft|B' JptftoMk ^Mtkdlk •JHIIImhlUMtfBjk̂ ^Mk'flmB WHlMHk

iRf Mww fHUBfljy 9 mPlfĵ rTTnt"T- 88 |irT"inyr? Tfv3ni>i IdP TuHr jpTinntlrffljr'TTrti T*

diactission at the second stage <i.e. dinm«slon between Egypt,
Prance and IMted Kingdoa at alaisterlal level trader the
Secretary (taeral's aegis).

i. When I reverted to the view that the first step of all
ought to be agweaent between Bgyptt France and ourselves cm
--•v-g^ga ̂ , ̂  JM .̂||4̂ .̂  HQTittL-MfeMHK-JIbAMMitlt'tltMb^v-Jtt' JlA Jl UNUIM&t JftiW' Mb Î'll ' Jft^^^-^^^ ffaat lftv%ih^k l̂ MlkViWiAt>1HIMk4MWtf
'Oĵ QIJBGEIIFO JQUKNpKKMpHOOV^A îjL" JQD« Bffi m*i wBHRiOrf \/*l fffjUp WirR l̂n!nii"Y

view was that ideally ^ you yowself, M. • Pineau and Paws!
shoold meet in his roca to tiO» Tip fam wiiere you left off
and decide on next step* He did tt>t absolutely ia$lude the
posfftbility of tills bat as things stood the Bgyptians were not
yet rwidy for resoaption. of • direct talks even tinder the Secretary
General's aegis. He wms sympathetto that his suggested contact

Hassisr had zc pugpose O^MST 10isjt l^d^glxs Up pp^^tffl
focttsH nnt inoi.dtntftlly tirfy^lyig ij'ifffWf oyi WMttty*' I

' fltffl hn It tlif giffiiM^y tffifl^t ^> gt4 ftiy :<fw^ ̂  tlie
voik: done in QT&MP to fsjsl&'tKl* i iieillin. of 13Ni tthreje

^Wj|fcJPp|pM|p'"w^MS-iPPv t

7* As I mtferstand it we may soon expeet to hear from

mentioned in paragrapti 4. ' We and th»-Prei»h would then be
expected %o give Haacsirsklseld oar in^i^itt*. AsswtSi wjiiKli these
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s!D Outward Telegram from Commonwealth Relatfofis Office
r*.

TO: U.K.
U. K.
U.K.
U.K.
U.K.
U. K.
U.K.
U. K.

HIGH
HIGH
HIGH
HIGH
HIGH
HIGH
HIGH
HIGH

..- *"'••'"'' •• '.- '

COMMISSIONED
t

T].M ' <J.j\I>I.Alirt v B!L >i

»>,
IE MAIL)

.COMMISSIONER IN AUSTRALIA
COMMISSIONER IN NSW ZEALAND
COMMISSIONER IN SOUTH AFRICA (BY AIR MAIL
COMMISSIONER IN INDIA <'
COMMISSIONER IN PAKISTAN
COMMISSIONER - IN' "CEYLON )
COMMISSIONER III 'THE FEDERATION )BY AIR

OF' RHODESIA & NYASALAND ) MAIL

(SENT: 23.kO hours, 29th.January, 1957)

CYPHER

PRIORITY

W. No. 148 SECRET • • .

Air Mail to U.K. Pligh Commissioners in Ottawa,
Cape Town, Colombo and Salisbury.

My telegram W. No. 139.

_ NEGOTIATIONS FOR CANAL SETTLEMENT- ;•

In discussion with Minister of Defence in Washington
Dulles said he proposed sending letter to Hammarskjold urging
importance of reaching some arrangement "before Canal re-opens.

2. Dulles agreed matter was urgent,
things were important:-

In his view twi

(a) Essential that arrangement should be made before
Canal re-opens for payment of dues by all users
to somebody other than Egyptian authority, e.g."
I.K.R.D. or some machinery set up by S.C.U.A.
Admittedly, Egyptians were unlikely to agree to
any arrangement which did not provide for proportion
in which dues would be paid to Egyptians for running
expenses, to lenders for repayment of loans, and to
fund for improvements, etc.,, .but this aspect was
secondary to need for initial payment of dues to an
agreed non-Egyptian authority.

(b) In first instance Hammarskjold should try to get
United Kingdom and Prance only designated to represent
users' interests. Other users could be brought in
later. Negotiations at this stage over designation
of other user representation would involve unacceptable
delay in reaching final agreement.

3, Minister of Defence' hoped Dulles would keep up pressure
on Hammarskjold.

14, -Dulles has now sent letter to Hammarskjold which broadly
incorporates above points whilst not explicitly stating that dues
must be paid to somebody other than Egyptian authorities. Letter
refers to Hammarskjold' s. negotiations last October with representatives
of Egypt, France and United Kingdom and suggests that those discussions
should be'resumed
i.e. consultation

at earliest
with United

moment and follow pattern set then,
Kingdom and France representing users

/interests
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lijjfeer^/Sts/ Thereafter consultations could be broadened to include
oflSer ••««£#' representation* »

P., II.

SUEZ CANAL DISTRIBUTION

U.K.. Embassy Washington Mr. J.R.A. Bottomley
U.K. Delegation to the

U.N. , New York Mr. T.W.Keeble
Accra Governor's Office Mr. F.E. Gumming-Bruce
c/o High Commissioner

for the Federation,
Kuala Lumpur,

Malaya Mr. R. O.C. Hunt
U.K. High Commissioner in Ottawa (6)
U.K. High Commissioner in Cape Town
U.K. High Commissioner in Colombo (if-)
U.K. High Commissioner in Salisbury

SOUTH ASIA &. MIDDLS BAST DEFT.
SA. 19 0/28
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QOutward Telegram from CommonwealtlTRelations Office

TO: U.Ko
U.K.
U.K.
U.K.
U0K.
U.K.
U.K.
U.K.

HIGH
HIGH
HIGH
HIGH
HIGH
HIGH
HIGH
HIGH

OF

COMMISSIONER
COMMISSIONER-
COMMISSIONER

IN CANADA
IN AUSTRALIA
IN NEW ZEALAND

"COMMISSIONER IN SOUTH AFRICA (AIR MAIL)
COMMISSIONER IN INDIA
COm.IISSI ONER IN- PAKISTAN
COMMISSIONER IN CEYLON )
COMMISSIONER IN THE FEDERATION) (AIR MIL')
RHODESIA AND NYASALAND )

(Sent 18.25 hours 8th February 1957)
^•M«<MHW*ta. IM MMHW \

CYPHER
PRIORITY

W. No. 191 CONFIDENTIAL

Air Mail to U0K. High Commissioners in Cape Town, Colombo,
and Salisbury. , , ̂ ĵ |ttCx

My telegra'm W. No. 173.

SUEZ • CANAL

On 7th February, Mr. Dulles instructed United States
delegation in New York to explain to Mr. Hammarskjold the kind of
interim agreement which United States thought should be negotiated
between users and Egypt prior to opening of: Canal. This
explanation covers following points :-

(i.) that immediately Canal is opened, all dues should be
paid in first instance into an account held by an
agreed neutral agency, ecg. International Bank;

(ii) that half the receipts would be transferred immediately
from this account to the Egyptian authority;

(iii) that remaining 50$ would remain impounded ;to be disbursed
in proportions and' on conditions to be agreed, on as
part of final settlement and in accordance with six
principles established by Security Council.-

2. State Department view is that if 50$ of dues are tied up
indefinitely in this way it will give us substantial lever over
Nasser, while 50$ is nevertheless a realistic proportion from
Nasser's point of -view since it will in fact give him slight
increase over his actual, takings'between, nationalisation, and the
blockage,

3. American view now is that it would be better not to force
issue of repayments.of advances for clearance in any interim
arrangements made with Nasser. To do so would raise contentious
arguments and so prejudice any chance of reaching agreement
satisfactory to users'before 1st March. They are therefore opposed
to the idea of a surcharge at this stage and prefer simply to go
for a 50-50 division without specifying what disbursement the 50$
held in Bank would be expected to cover.

ij.. Instructions in paragraph 1 above are variation of. our own
proposal and one which- would meet our essential requirements. We
are, therefore, prepared to support them. We-are1 also prepared, if
necessary, to accept arguments in paragraph 3.
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P. 'Dixon has again discussed interim arrangements' with
Secretary General on one occasion together with his French
colleague. He has given Hammarskjold aide-memo ire; setting out
our views as given in paragraphs 1 and 2 of my telegram W. No. 173.
Aide-memoire has general support of French representative who
emphasised that Paris would insist on payment, of dues "being made to
a neutral custodian.

6. Secretary General continues to reiterate his .argument that
interim payments should "be made to an account held in the name of
Egypt (see paragraph 3 of my W. No. 173). He has "been told we do
not accept this thesis. Secretary-General is ready to discuss
problem further with French,.Americans and ourselves.

Copy to;-

Foreign Office

Mr. Lamarque

Mr.A.D.M. Ross
Mr. H. Beeley
Mr. J.H.A. Watson
Mr. Brenchley
Mr. R. Arculus
Mr. J. Wilton

in Dublin
Mr. J.R.A. Bottomley

Mr. T.W. Keeble .
-Mr. F.E, Cumming-Bruce

Ho Mo Ambassador for U.K
U.K. Embassy Washington
U.K. Delegation to U.N.

New York
Accra Governor's Office
c/o High Commissioner

for the Federation,
Kuala Lumpur, Malaya Mr. R.C0C. Hunt

U.K. High Commissioner in Cape Town (k}
UoK, High Commissioner in Colombo (k]
U.K. High Commissioner in Salisbury

SOUTH ASIA AND MIDDLE DEPT.
SA. 1 9 0 2 8
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Inward Telegram to Commonwealth Relations Office

FROM; U.K. HIGH COMMISSIONER IN PAKISTA

D: Karachi 22.10 hours 12th February, 1957
R: 18.42 hours 12th February, 1957

CYPHER
IMMEDIATE

No, 197 SECRET

S U E Z

Prime Minister told me this morning that during the
debate on Foreign Affairs which is due to take place in
the National Assembly next week, he has it in mind to
state the United Kingdom case in relation to Suez. As
I understood him, he intends to deal not only with the
.Anglo/French intervention Tout also with the events of
last summer and Nasser's nationalisation of the Canal.

2. He has asked me for information on a number of
points. I am endeavoring to prepare answers to these
from papers available in this office and will telegraph
tomorrow if any further factual material is required. In
the meantime I should "be grateful if, you would consider
urgently whether there is any guidance as regards his
general approach to this question which you would wish
me to give to the Prime Minister.

Copy to:-
D.II

SUEZ CANAL DISTRIBUTION

ALLOTTED TO SOUTH ASIA AND MIDDLE EAST DEPT.
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Inward Telegram to Commonwealth Relations Office

FROM: U.K. HIGH COMMISSIONER IN PAKISTAN

D:
R:

CYPHER
IMMEDIATE

No. 203

Karachi 19.10 hours 13th February 1957
15.hi hours 13th February 1957

SECRET

My telegram No. ^^l.

S U B Z

Points on which Prime Minister asked me for information are:-

(a)

(b)

(c)

Details of Convention of 1888 and extent to which that
Gonvention or subsequent agreements affect the position
of Egyptian Government and its ability to interfere
with the administration of the Canal. Best material
available here on history of Canal regime appears to
be contained in your telegram W. No. 202 Saving of
27th July, 1956. May I have authority to give this to.
Prime Minister supplementing as necessary from Ford
paper of 3rd August, 1956 (reference Ml 80/56 JEli|2fl/2lO
and COI reference paper. 'The 'Suez Canal ~ a background
role'? I would also give him a copy of the 1888
Convention.

When we left Suez what did we say about the future of the
Canal and what effect did our agreements at that time
have on the administration of the Canal? Is there
'anything on this beyond Article 8 of Agreement of
19th October,

How has the Canal been administered in the past and what
was Egypt's part in that administration. Here W. No. 202
Saving seems to fill the bill.

(d) Details of Nasser's agreement with Canal Company of
June, 1956. I can trace nothing on this and shall be
grateful for material.

(e) Why did we withdraw our offer of assistance for Aswan Dam?
I would not propose to give Prime Minister full story as
in enclosure E to your telegram W. No. 198 Saving of
26th July, 1956. On the other hand more is needed than
a mere reference to 'economic circumstances '' in Egypt.
Is it possible to provide details of these 'economic
circumstances' of a type that the Prime Minister could
use and which would carry conviction with his audience?

(f ) The Prime Minister also said that he had it in mind to
give the United Kingdom case for the intervention in
Egypt and details of the Sinai and Port- Said campaigns
to demonstrate the poorness of the Egyptian performance.
We have of course material in the speeches made by
United Kingdom Ministers and a certain amount of
information about the campaigns. I should be grateful

/however
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however for guidance as to how at this stage you
would like this material presented. I should also
like to know how far I am at liberty to give the
Prime Minister for use in parliament information about
the campaigns and especially about the Egyptian
performance,

for reply together with any other material you
consider I should give Prime Minister, by Friday morning local
time.

Copy to:-
D. II .

SUEZ C/Ji'JL DISTRIBUTION

ALLOTTED TO SOUTH ASIA AMD MIDDLE EL.ST DEPT.
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U.K. HIGH COMMISSIONER IN PAKISTAN

Karaehi 19*10'tows 13th February 1
t^.47 tours 13th Itebramry 1

Jfe.,.203

My telegram S®, 197.

8..U 13 2

Peints «n which Prira^Hinister asked lae fer infenaatien are:-

(a) Details ef Genventien ©f 1888 and extent te which that
Sen-rentien er subsequent agreements affect the pesitien

• ef: Egyptian ffeversffient and its ability te .interfere
'with, the administration ef' the Canal. Best material
available here ®n his*»ry ef Canal, regime appears te
be oentained in year telegram 1* He, 202 Saving ef
2?th «MLy, 1956. May I have afcrfcherity te give this te
Prijae Minister sujypleiaeiiting a® necessary frena Ferd
paper ®f 3rd August, 195& {reference Ml80/56 JH4tfl/2"fO
and COI reference paper, *fb» Suez Oanal - a bae^gr îml""
rele*? I weald alse give him a espy ef the 1888Genventien,

(b) When we left Suez what did we say abeat the future ef the
Canal and what effect did eur agreements at that time
have en the adiaJnistratien ef the Canal? Is there ,
anything en this beyond Article 8 ef Agreement ®f19th Octeber, 1954?

Dw

't
(c) How has the Canal been administered in the past and what

was Egypt's part in that adsiinistratien. Here W. Ne.202
Saving seems te fill the bill. . f ^

(d) Details ef lasser*s agreement with Canal Geaspany ef
Jtoe, 1956* I o»n traee nething en this and shall begrateful fer material.*

(e.) Why did we withdraw *iar effer ef assistance fer Aswan Bam?
1 wfrBld net pre®«se te .give Priiae Minister f^ll stery as

• in enelesare 1 te y«or' telegram W» 1®,. 1f8 giving ef >v

26th «MLy,, 1956. Cm the ether hand laere is needed than
a mere reference te *eeen»mic c-:ireffl»tan©es.'r in Egypt-.
Is it possible te prwride details ef these *eeeneisio
eiremBStanees * ef © type that the prime' Minister' eeuld
use and which weuld oarry cenvlctien with his atadience?

(f) Th» Prime Minister also said that he had it in Mind t*
give the United Kingdom case fer 'the interventien in
Egypt and details *f the Sinai and Pert Said campaigns
te demenstrate the pe«rness ef the Egyptian perferniance.,
We liave ef cearse material in the speeches made by
United Kingdem Ministers and a certain a®eimt ef

' infematien ab»«t the oaxap«igss« I sheuld be grateful

fc/hewever

«
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hswerer far guidance a® t» &»w »t this stag«
wauM. like tliis rimtarial preseateA. I ahauli. a3..s»
like ta to»w luiw f «x» I am at liberty t* give the
Prime Minister £©r use in parli«ffl»iit iuf «naftti»n aJ>»ut
the eaiapalgHS and es^eei&lly fttMiut tbc

e®n«ltar I
time*

£*r i*eply t#g«tlier with usy *tliep laaterial
give Prime ilinister, fcy fritay uwrniug l*cal

GA3«AL

TO SOUTH AS.IA AMD MIDSLl MST DSPT
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Outward Telegram from Commonwealth RW all ems' Off!

TO: U.K. HIGH COMMISSIONER IN CANADA
U.K. HIGH COMMISSIONER IN AUSTRALIA.
U.K. HIGH COMMISSIONER. IN NEW ZEALAND ' •
U.K. HIGH COMMISSIONER IN SOUTH AFRICA (BY AIR MAIL
U.K. HIGH COMMISSIONER IN INDIA.
U.K. HIGH COMMISSIONER IN PAKISTAN
U.K.'HIGH COMMISSIONER IN CEYLON
U.K.-HIGH COMMISSIONER IN THE FEDERATION

.OF RHODESIA. AND NYASAIAND

(Sent 09.05 hours 1lj.th February 1957)

(BY AIR MAIL)

CYPHER

W. No. 209 CONFIDENTIAL

Air -Mail to U.K. High Commissioners in Cape Town, Colombo
and Salisbury. /-

I Li * f ( •>
My telegram W. No. 191.

SUEZ CANAL

State Department proposals for interim settlement are still
as set out in paragraph 1 of my telegram W. No. 191 $ "but with
additional stipulation that the "neutral agency" which would "be
"chosen" Toy agreement "between Egypt and the users, would actually
b'Q "appointed" "by Egypt. Account would, however, not "be held
"in the name of Egypt" "but under some neutral designation .such as
"Su,ez Canal Account".

2. Reason for this additional stipulation is that State
Department are convinced that it is the minimum gesture towards
meeting Nasser's demands for "legal payment to Egypt" which will "be ,
necessary in''.order to bring him to the point of negotiation at all.
As a counter-weight, to this concession, State Department "believe their
plan makes the maximum use of Nasser's statement that he would be
willing to "accept conditions" on the disposal of the dues. The
Americans have already put their proposal in this form to the
Secretary General.

3. State Department agree that there is a theoretical risk that
by allowing Egypt to appoint (though not choose) the neutral
custodian, we might be deemed to have prejudged the question of Canal
ownership. They argue, however, that in reality question is already
prejudged in practice; Egypt has got the Canal and is
certainly not going to give it up. While, therefore, we ought not to

, sacrifice the theoretical position except in exchange for some
'concrete advantage, they think that an agreement which gave the users
50-JSof dues as a lever on Nasser, pending a final settlement, would
be so substantial a gain as to be well worth the risk.

/Copy tot-
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Outward Telegram from Commonwe ffice

TO;

RPTD:

U.K. HIGH COMMISSIONER IN PAKISTAN

U.K. HIGH COMMISSIONER IN CANADA
U.K. HIGH COMMISSIONER IN AUSTRALIA
U.K. HIGH COMMISSIONER IN NEW ZEALAND •
U.K. HIGH COMMISSIONER-IN SOUTH AFRICA
U.K. HIGH COMMISSIONER IN INDIA
U.K. HIGH COMMISSIONER IN CEYLON . •
U.K. HIGH COMMISSIONER IN "'THE

FEDERATION OP RHODESIA AND NYASALAND

BY

AIR

MAIL

(Sent 19.50 hours l̂ th February, 1957)

PRIORITY

W. No. 222 SECRET

Repeated Air Mail to U.K. High Commissioners in
Ottawa, Canberra, Wellington, Capetown, Delhi, Colombo,
and Salisbury. .-

Your telegram No, 197.

S U E Z .

We welcome this opportunity. -Following are lines
on which we should like you to speak to Mr.Suhrawardy as regards
his general approach:

2. It ..would be most useful for" a prominent Asian
Stateman to state in public reasons against leaving Canal in
exclusive Egyptian control. Interest of users of Canal,' both
East and West, is, so considerable tha't it is impossible to plan
economic future of many countries, their ordered development, ,
or raising of standards of_living of their peoples without a
system of adequate guarantees which ensures that flow of goods
through the Canal will not be capriciously interrupted. Europe
needs Canal essentially for oil and present experience shows that
European economy can at a pinch get enough oil round Cape and from
Americans to keep going. But Eas-tern countries depend upon Canal not
only for effective delivery to their principal markets of their
principal exports, but also for prompt and cheap transport of
essential capital goods without which their wholes future is
jeopardised.

3. ' Mr.Suhrawardy might go on to .say that no Asian country,
and certainly not a Muslim power like Pakistan, would countenance
any system humiliating to Egypt, or derogating from her
sovereignly over the canal. But a system of Adequate guarantees
is perfectly reconcilable with this*. Indeed, U.N.Secretary
General exchanged with Egyptian Foreign Minister an outline of
such a system in October. Interest of Pakistan, as of many other
nations both in ̂ sia and in Europe, is to see such a system worked
out to the-satisfaction of both Egypt and the users and put into
practice.
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Copy to ;

Sill

^^^^ismmrT:

,*f®USlA -ISDSLEAST DEpT^

foll ows Shortly.

^•^.Bott^ey

'f.Keebie
•Curing-Bruce

• C . G . H
n Va (6)

• Canberra (>
Wellington
Capetown
India (i
Colombo i
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C/ Outward Telegram from Commonwealth Relations Office/__^_—/

TO: U.K. HIGH COMMISSIONER IN PAKIST.\IT

(Sent 17.00 hours 15th February 1957)

CYPHER .
PRIORITY

Ho. I|Q1 SECRET 4
Your telegram No. 203.

S U E Z

Following are answers to points raised in your telegram:-

(a) In regard 'both to this item and .to other items, you have
•full discretion to use available flnaterial as you think
fit. • You may wish to impress on Pakistan Prime
Minister that 188.8 Convention is the key to the
situation and Egypt has repeatedly affirmed her
intention to abide "by it., No other agreement derogates
from it. The pressure of world opinion is necessary to
keep Egypt to the terms of the Convention. For example,

• Egypt might, to please Russia or India, hold up arms
•deliveries to Pakistan and other members of Baghdad

• Pact and S.E.̂ .T.O.

(b) The agreement' of 1 95̂  regarding the Suez Canal base is
quite separate from the question'of the Canal, though
.our interest in the latterwas^safeguarded by Article 8. :
The Egyptians evidently regarded British withdrawal
from the base as a step towards, the seizure of the
Canal. The agreement had no practical effect on the

. administration of the Canal.

(c) You have adequate material on this.

(d) In the face of Egyptian Financial laws of 1 9ii7 and 1952
affecting foreign enterprises in Egypt, an agreement was
reached in 1956. between the Company and the Egyptian
Government. By an exchange of letters on 30th May, 1956,
it was agreed that the Company should be exempted from
these:laws but should invest in Egypt £8 million to be
raised by increments to £1 5 million.by'1958, with
further payments up;to 1963. The money was to remain
invested at the choice.of the Company until the expiry

: of. the. concession, and was to be separate .from the
investment in the Canal itself. "The terms of the
Egyptian Minister of Finance's reply to the Company
implied throughout that Egypt accepted the Company's
continuance until 1968. But nationalisation followed

•' ' within a f ew weeks.

(e) The best point for public use is that Egypt 'had mortgaged
her main crop for three years ahead, to obtain arms from
Russia and was clearly prepared to sacrifice sorely
needed schemes for the economic improvement of the
country to her .ambition for Russian arms. Her defence
expenditure for 1956-57 showed an increase of £E20
•million over previous years., ...It was , therefore,

/doubtf lif
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ubtful whether Egypt could any longer hope to
inance even the local currency costs involved in the
igh Darn project and virutally certain that she could

not service any international loan 'given her for the
external costs. She had also failed to reach agreement,
with the Sudanese over the Nile Waters. There is also
"background material in Foreign Office intel No. 151 and
in my telegrams V,r. Nos. 286 and 2914.. American and
British withdrawal of offers of aid does not mean loss
of interest in the future of the Nile Waters. In
answer to a Question, (PoQeU6) on 11th February,
Foreign Office Parliamentary Under-Secretary said ''It
is certainly 'desirable that the interested Governments
should co-operate to ensure the best and most equitable
use of the Nile Waters. Many questions of a technical
nature are involved, as well as policy, and Her
Majesty's Government would be in favour of holding a
conference at the appropriate time. For obvious
political reasons it is .not practicable to hold, one at

. present."

(f) (i) UNITED KINGDOM CASE FOR INTERVENTION IN EGYPT

Our case is set forth in speeches made by Sir Anthony
Eden and the Foreign Secretary in the House of Commons
in days immediately following 30th October. Guidance
telegrams Nos. 112 and 1114- of 1st and 2nd November
respectively are also relevant. United Kingdom
Government's warm welcome for the idea of an inter-
national force is set out in guidance telegrams Nos.
120 and 132, Telegram No, 127 guidance shows how the
limited objectives of our intervention were successfully
achieved.

(ii) THE SINAI CAMPAIGN

Egyptian resistance to the Israeli attack was apparently
slight and the Egyptian forces suffered great losses of
men and material. Some 5,800 Egyptian officers and men
were taken prisoner. The Egyptians took three Israeli
prisoners, No factual statement about the size and
nature of Egyptian losses in the Sinai campaign should,
however> be'attributed to the United Kingdom Government.
It is important that the Sinai campaign and the action
in Port Said should be clearly distinguished.

(iii) PORT SAID ACTION

Guidance telegrams Nos. 133, 135 and.Hj.0 are relevant.
Despite Egypt's huge masses of equipment, the British
and French forces suffered negligible losses. The
Egyptians seem to have been unable to use efficiently
the weapons they had mortgaged the future of their

• . country to buy. Nevertheless, when fighting was resumed
after the first, abortive, cease-fire, Egyptian
resistance was stouter and their performance should not
be decried. While it is true that many Egyptian troops
donned civilian- wear, they did not take to their heels.

Copy to:- D.II
SUEZ GA1TAL DISTRIBUTION

SOUTH ASIA AMD MIDDLE FAST DEFT... •
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SUEZ CANAL; SINGE DECEMBSH 20

After the Foreign Secretary's statement in the

House on December 17, $r. Haiamarsic38ld toM Sir P. Dixon,

on December 19, that "the Egyptian Government was

willing to accept the use of some British crews on the

six ships (for use SwtLth- o£ Ml Cap) for the time found

"by the United Nations Organisation.11

'he withdrew this statement on December 20,

saying that he hadL misunderstood the Egyptian Foreign

Minister. After the withdrawal of British forces

f rom Por-t Said, general Iheeler ran into difficulties

with the Egyptian autjcerj-ljies. Ifrv IJaramarskijtJld
- f

accordingly sent out two members of? the United Hat ions
}

Secretariat, Megsrs^ Cordier and K^tsrin, to settle any

difficulties that they could, and report. These two

arrived in Egypt on December 2?, and reported to

lr. HammarskjSld on December 31. 5!heir reeoranendations,
i

which he was disposed to accept, werei-

(a) that there '•&&& no longer any need for the

us-e of tfee s^c .British ships South of

Cap;

(b) all Allied qft&mgtt- 4&e*fe to worlc

at Port Sail -39.T

/(c)
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(c) erne BElti^ support ship (H.M.S. Striker)

to remain at ?ort Said,, bmt without being

relieved, tat 11 end" of January,' by wken

it was expected that all Allied ships

would have completed their tasks and

would leave;

(d) protection and ismanities for Allied

vessels and crews on lines previously

agreed by Sir P. Dixon with the Secretary-

General*

2, Since General Iĥ ler's final plan did not

the six Ship* for use south of EL dtp, we

had at this stage little option but to acquiesce

in Mr. Hammars3c3ild»a decision. T̂ ere is need
F ' ' '

for caution about the difference this will make

in practice to the ti«3 retired to clear the

Canal. Technical experts at the Admiralty recently

estimated that, if the four f«ewn ships originally

under charter to urn w» used^by the United Hations;

fleet, the effect of excluding British and Breach

ships would be negligiblej and certainly the first

figures of seven weeks and fourteen weeks reckoned

/the four
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the four- German ships as part of our o*n fleet.

Admiralty have since revised their opinion

and I understand that the Pirst Lord will propose

that we should make clear to Mr. Haaimarsk^ld our

disagreement with General Iheeler's assessment.

Though there is room for disagreement, and though

the advice given to General Wheeler by his Butch

and Danish salvage contractors, may be influenced

by their own commercial advantage, it seems clear

that General Wheeler > ease is at least arguable

technically, ., and that we would, have difficulty in

proving him wrong beyond reasonable doubt,

especially as he is on the spot and we are not.
i

3. General Iheeler has announced that effective

salvage operations south of m Cap* tegan on

December 31 •

4. On Sir P. Bixon's. recommendation we are at

present concentrating op securing permission to

replace the present British support ship by a more

suitable one (point (c) above).

5. on the Canal Settlement t&e Secretary-General
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is considering the Secretary o£ State18 ideas put

to him. "before Christmas for Iritain and Prance to

take a less prominent p$rt in, the negotiations.

The Secretary-General'* s first reaction was that

the immediate problem is to get as soon as possible

some kind of mutual commitment between the United

Kingdom, Prance and Sgypt; and to conserve the

common ground established in his letter of October 2k

by resuming diseus'siojis where they Irene left off.

We have agreed. She: Seeretary-Oejaiiral hopes to

get down to serious discussions with Dr. Pawzi in

the very near future, and then to follow Dr. 3?awzi

to Cairo for talks with Hasser.

6. There is also evidence that Mr. McCloy is at

work on a plan to ensure a measure of international

supervision ,of the Canal through the International

Bank, which would collect the tolls and "disburse

them on an agreed plan including compensation for

the Suez Canal Company, , This would put the Bank

in a position similar to, but perhaps more effective

than, what could be ob̂ ined throiagh a watered-down

S.C.0.A. Negotiations at ministerial level om a

/Canal
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(United Kin jdom hejjjilted National

D. 1.37 a.m. January -I, 1957.
I, 2.92'a*m« Jaannqr W 1997«

Repeated for information

telegram Ho, 30:

sonal for'Ambassador).

sent.

Personal for Secretary of State. *•

Although Hammarskjoeld no doubt believes that & visit by
himself to Cairo Is the best way of launching negotiations for &
settlement, I an doubtful whether It is in our interest for him to
go, for the following reasons:

(a) Hammarskjoeld, as jrou know, teats to the view that the
position of Egypt as the injured party deserves particular
attention. Ee has already had numerous discussion* with Fawzi
on the question of a settlement and a visit to Cairo would
inevitably result in publicity fox* Egyptian prior conditions,
with which the, Secretary-General would appear to be associated.

•* •• . •
(b) By retaining Hammarskjoeld as the intermediary between
ourselves and the Egyptians ire run the risk of the General
Assembly insisting on having a say la the negotiations.

The sooner we can establish some form of direct contact
between ourselves aid the Egyptians the better, 1ft order to
prepare the way for resumption of relations over the whole
field aid thus extricate ourselves from the grip of the United
Nations and its Secretary General on our Middle Eastern policies,

2, I understand that Hamnarskjoeld intends to fly to Cairo shortly
after Fawsl leaves Hew York in a week or so. One way to stop this
sai^it tie for ourselves aid the French to Offer to meet together with
Fawzi ia Hew York, under Haamarsk joe Id's auspices, It order to
discuss procedure for resumption of negotiations. My French
colleague thinks that I. Pineau will probably come here next week

/(paragraph
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(paragraph 4 of Paris tele gram Ho* 2 to you); and It Q®e»s to te
that, If you could join hia for a few days, we slight be able to
start these talks going, despite any initial reluctance on Fawzi's
part. We know that Hammarskjoeld would welcoae this.

3. My French colleague Is in general agreement with these
views* If you tad M. Pineau were in favour of thii aove I
believe that Hamiaarskjoeld would use til Ills influence with
Fawzi to secure Egyptian agreement.

sssss
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5. It assumed that we would keep to close
touch with Mr. Lodge In New York.

Foreign Office please pass to Furls, Oslo, Rcme .
and U.K.H,C, Colcsnbo as my telegrams NOB,3,, 1, t and $
mptetlftijr.

[Repeated to Paris, Oslo mi ROBC tad copy sent to
C.R.O. for repetiticn to U.K.K.G. Colombo].

I B S
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D. 3.8 p. m. January 8, 1»57.

Colombo.

Your telegrams NOB. 30 and 31 /of

Following for MinlaUr of State.

Settlement

The Franch Ambassador called on me yiaterday, on Instafuctlons from Paris,
to discuss ttot n«rt steps to fc* tak«n in preparing for ntgotlationg about the
future Suea Canal re*gtm«. W* agr««d that y»u and M. Pii»«u shoiid b« mated

utnMt to reach an agreement m p?swss«feir* fe«lw« ̂ Hfe«p -Df * Fawzi
or the SecreUry-Genenl leaves for Cairo, and that this should be dfme
through the Secretary-General without any attempt m our part to
contact wlfliBr. F««wl • -»'•*

2. The first move should be to ask; Mr, Hammarskjoeld to aswertain whether
Government is still prepared to pftirttclpat^ in neotlattona with

together with three smaller countries, and if so to suggest
that these should be Ceylon, Italy and Norway. & is tactically most
important that this should not be presented as an Anglo-French proposal.
" " the facts appear to be that the idea was first suggested by Dr. Fawti1 (your telegwni No. 4^)f ai^ that it was revived in a slightly different

*-'"•" later (your telegram No. 1581). Ttot
only Anglo-French contribution to the "proposal is thus the s^gestion that Italy
should be substituted lot Sweden in the list suggested by the Secretary-General.
W« hope tt*t be wHI agree I® father the idea In this form and to seek early

agreement that tavitations should be issued to the thiw Governs

3. M. Pineau will have received an account of my conversation with the French
Ambassador h<re, aiid I oope also confirmation from Paris toat hia G^
endorse our agreement, Please impress u^n M. PineitjiL the urgency of this
matter, tad invite him to Join you in apiroaching Mr, Hammarsl^Joeld today.

4. Since the cha
have concluded the

wfr can hope to
_ _ ooxnmittee

haw to wnsider mterim arrangements m the first placeT I wfll" telegraph
further about this shortly.
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Copy No. 13

OF A CONVERSATION BETWEEN !*HE SMpTAflY OF
THE FRENCH AMBASSADOR &N J^NI&A&Y'?,'

The French Ambassador called on the Secretary of State on January 7.

Kashmir
, 2. The Secretary of State said he1 hadj J4st left £>nt@eting with the Foreign

Minister of Pakistih, a,t :which he hiadjan^^a^^ to |$l|'iMe; Fieneh Government
to support the PaMistemipoint o'f vî ;|̂ »|te î he^^ ;̂|*e^e on Kashmir in
the Security CouneHC He said that wfea't'i^ Fiikista^iWtf^e4?to ask for seemed
reasonable. Th|s Was: — , \

(i) That India should not incorporate fe$J|m$r' ©i ̂ Jpniapy 264. ,
(ii) That effect should be.given to fee :pfeevibu's Uafiwd Nations Resolutions

accepted fby. both parties,
(iii) That f ajdsttaii was pFe.pajre,d to lempve all lier troops and have them

replaced-by a United Mations fdlrise., if the Iiidlatas would dp the same
., afterward^.

(iv) That a plebiscite admiwfrator shoji34 be adopted and pernaitted to
begin liis wor|;, wlpich ttie 'Pakis%pi povese^ent thought would take

two ye^afs to* compete.
. 3. fijer Majesty's Government had not f|e4ged ^p»0iselve,s on every one of

these points, but were favourably disposed to, f?p:ista^)s pop0s,als as a whole.

Suez
4. There was discussion * on the proce4)ife ,$>* fe§sî 0|mg, aegotiations for a

Suez Canal settlement, and agreement' was ris^hsd on ttoefc fpfesviiig points: —
(i) Th,at n,o attempt should be, made a*)pi|ese»t' «G> establish direct contact

„ yith Dr. Fawzi.
(ii) That the form of negot^tjons sh^ufd therMi^e be discussed thfpugh

Mr. HarfiB,arsk3pld. , , ^ i , , ,. .
(iii) TJiat as a f first rnPve M, Pine,a^ ajd^ CO^BÎ ||̂ F |fowft. Shom|^[ask

Mr. ;Hanimatskjol(|. to
proposal 'for a

(iv)

(v).

rhe

t, sinc^a;'
Mar^h, ' aii id
-tha| the
be collected* , .,
this shoufd np,t be represent^
soundings should be ntade i n ; ! . _ n ^
and wijti the United States Goyeiin^f n"t

5. In the course of discussion; on point
that, if it proved impossible for France- ami
the' negotiations, ""* '
'the committee.
perso|ial,iidea that, if
users pjight be foriaed to1, ne;

6. It was agr-ee'd., that,'
of discussions, the
'settlement should npt be injected,

7. , jD/zi? Secretary <$
referred' 'to*.$.C.JJ.A, and i
Goyefnffee»t. They wanlefl to cofjie yj.
recognit^>,n, e.g., from the "united Nations*

18938—3 218—11

itj France, the

.of the

Jtftat
3Ja,C!n<| careful

'̂ ie Bank itself

5, TfaeS'£t£3jet.ary gf State said
.15 1_ _. '_,-.__. .̂ it- _ î Jr ^J-'-»>»*^J?lt» T •\T/if-V|

ad'd'ed to
d the

,, a c@inmittee of
lorn

in the fimal Camal

I had
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J eM^t to*'

C a na 1 Settlement.
^

-T-„-_',. •<-,.-! /•..-,-T>'.!."••! Po.^C' thatIt appears iron new /or^ L^^eu^. ̂.-̂

Mr. Ilarnrnarshjold is probably already obt&iniog Dr.

rewsi's vie<,vs on five aspects of the negotiations for

a Oensl settlement. The Seeretooy-Generul deoci-a.es

these os "procedure, consents, participants, timing and

atmosphere". The lost -;oula sppeor to depend on the

other four, on -vMoh ̂  counts ̂  as ,ollov;s.

2. We ha,,- instructed Sir F.Dixon to t.ll the Secretory-

G-e;,erul that we think it moot important that the procedure

for negotiotlvna should be determined by agreement between

hgypt, .̂ ,-mce and the United ICin^oin. -hie, if it were

done quichly enougn, '.vould avoid the ris,: of set-Ion in

., r ..,-, ,̂.̂ ,̂3- ne havo slso told the Secretary-'one oenc,.-c3j. m2-->>~:>"--*-u •

General that ^e have an open mind on the question of who

should oarticipate in the eventual negotioti .ns. '.'/e do

18 :?i-cnch3 end

• should not
we do not even exclude the PosB,o^,., - - •• - -

tSKG £'ilj' ,.; C'i ^ ° °

That the negotiators should be agreed upon

by Ug:;pt, ^rsnce and t-;e uni ,ea ±..^& ̂ ,

(b) That they should be confined to Governments

, ...... T-, .- f •: 11 u - •• p n f t h ervith s serious interest ia tnc UuJ -

Sues Conal.

ry. ore preyed to regard Mr. Hammarskjold' B letter

J 4 - r. -,,«,..] as t-e nroper starting point
of October 2i.\ t-- -1 • --»-J-
" -P - nr^ti-t^or«, and this to a large extent dermesfoTs fresh negocj-- L-._U^..^>

c,,. ,..ie tipe v,'e ore continuing to oarn
ti-ph'" coo tent, ^c t'it ^-i."

,,,..,._. .->,. ,1Ppr-s enulvalent guarantees to
c-1 P ?• y £ ̂''-'"'"'' o i. i e .f j. i - e. u - '• '-

/those

not hisist on conduc t ing them alone with the,4-

(fl>
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those they would hsve obtained under the 18-Power

proposals. If we take part in the negotiations vie

shall therefore wish to amend and fill out the terms

of Mr. E&mmarsicjold's letter with this aim in view.

i|.. General wheeler has said that he can clear a

channel through the Canal soon after the "beginning of

Iv'arch. The opening of this channel will at once raise

difficult problems for us, including the question of

how British shipowners are to pay their dues. The

negotiations with Zigypt are therefore a matter of some

final settlementIt is most unlikely thaat aurgency.

ean be reached in the next few weeks. But a determined

effort should be made to arrive ot some kind of provisional

arrangement designed to avoid disputes over the payment

of dues and similar guestions pending the completion of

negotiations for a final settlement. (The two alternatives

which have been under consideration in the committee of

oiricials working on this question are: (a) that we

should try to get an agreement with Egypt under which

SCUA would provisionally receive the dues or (b) that we

should try to persuade the International Bank to receive

the dues pending the conclusion of the final agreement).

5. In his telega* .jo.31 Sir P.Dixon suggests that you

should join I.Ionsieur lineau in hew York for 8 few days

in order to settle the < roeedural points and prepare for

the launching of the talks. He believes that the Secretory-

General would use all his influence with Dr. Fawsi to secure

Egyptian agreement to this procedure. I understand it to

he your view, however, that if talks of this kind are to

/take
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conducted by the Minister of State.

(H.Beeley)
Jenusrv U

f
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After my interview with Mr. Krishna Menon on

January 1, I was told, by News Department that the Times

Diplomatic Correspondent had been asked by Mr. Menon

to go to Clariclges to see him. Mr. Menon gave him what

purported to be an account of his conversation with me

and indicated that he had had many interesting ideas to

discuss with me but I had not appeared to want to do

this. He felt that he had been given a "brush-off!i

by me.
I saw Mrs. Rmdit on January 4, took her through

the record of my conversation with Mr. Menon and told

her about what the Times Diplomatic Correspondent said.

I said that I wanted her to understand that I would be

very ready to listen to any new ideas which Mr. Menon

in fact wanted to put forward and that I was only too

willing at any time to hear the thinking of the Indian

Government on current problems and to examine carefully

their suggestions. I said that Mr. Menon might well

have reported to Delhi in the sane sense that he had

spoken to the Times correspondent. Therefore I did

not want there to be any misunderstanding.

January 4
r- ̂
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CONFIDENTIAL

FROM Klf IQBK TO lEQREIGff OFFICE,~~"': •»•"••"•**•••••"- . . . . . • - - . - " Y
(United Kingdom Delegation to the United Natioas)

Cypher/OTP MIDDLE! S.AST SECRET
DISTRIBUTION

Sir P. Dixoa
84 D« 12.15 a.m. January 10, 1957

January 9, 1957* R« 1.28 a.m. January 10, 1957.

IMMEDIATE
CONFIDENTIAL 7>

Addressed to Foreiga Office telegram No» 84 of Janoary 9»
Repeated for iiformation to: Paris Romt

tashlngtoa U.K.H.C. Colombo
x Oslo v | ? . - ' ' • ; ,• .;, A-^rr

Your telegram No, 117 and my telegram No. 7& (not to all)
Canal settlement.

Following from Minister of State for Foreiga Affairs,

Pineau did not receive the telegram from Chauvtl till last
light and w« saw the Secretary General together this morniag.
Hamarskjold expressed interest in the idea of bringiag ia Norway,
Italy and Ctyloa "or countries of that kial% His opinion was that
Fawzi would say that it was too early "for'protocol reasoas" to
set up th« suggested committee formally but might wsll have BO
objectioas to bringiig the other countries in informally* I said
that evtu an informal beginning might pavt the way, but was unable
to get a dffiaite assurance from th* Secretary General that ht
would put the idea to F̂ wzi as his own before he had gone over th«
ground already covered with hi® to give greater precisioa to th«
progress so far achieved,

2. Haiaaarskjold led off with this latter idea aad Pineau,
who had just seen McCloy, took it up actively and rather at the
expense of the idea of bringing in Italy, Norway and Ceyloa at
this sta&t, Pineau said that he had found ItoCloy interested ia
the idea of a tripartite organization with Igyptif.a management,
S.C.U.A. and the Bank. IcCloy had given his view that the
Egyptiaas were more likely to accept su@h a set-up o® a
basis to cover the period of clearance, dredgiag aad devt]

/leaviag



PUBLIC RECORDQFFICE

izsSo
FuSneSrd 7^ S lermS *nd C0nditions and that your;̂ rrs arin the enciosed Te™ and

E
N
C
E

S
L

GONFIDMTIAI.

UKDEL NBw York telegram Ho•Si to Poreigi Offise
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leaviug a fiial settlemtnt to a future time which Piaeau said
would not be bai and Hammarskjold said was more likely to be accept-
able to the Egyptians. McCloy had made the poiit that whereas the
re~openiig of the Canal to oil tankers was a prime interest to
Europe other shipping through the Canal was of more interest to
Asia.

3» Hammarskjold seemed happy about the idea that the
Bank would through financial questiots have a part to play in the
settlement Question and expressed his opinion that Pawai was likely
to take a positi?e view on this* Hi proposed that we ihould meet
again the the aext few days at a time mutually convenient to go
over and recapitulate our ideas 01 the settlement question with
particular reference to the six poitts, the Secretary General's
letter of October 24 and the outcome of subsequent discussiois
while Fawzi did the same for his side in order to get a firmer
idea of what were the points of departure for future negotiations
and the degree of urgency involved*

Pleasi repeat to Paris, Oslo, Rome and Colombo as my
telegrams Hos« 12, 1^5 and 1 respectively*

[Repeated to Paris, Oslo, Rome and dopy sett Telegraph
Sectiot, C.R,0« for repetilioi to Colombo]

ADVANCE COPIES:"
Private Secretary
Sir I. Kirkpatrick
Mr. R©ss
Mr. Wright
Head of African Department
Head of United Hatiois Department

-0-0-0-0
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D.. 1.30 a.m. January 11, 1957
R. 2.U a.®. January 11, 1957

u I

POM MBW YOBK TO FORBIfrH OFFICE
(I r n:. i e u K in;'dom Jj^legaii:«m to ;fche Unitea No lions)

Cypher/OTP ~ r__ ,/ HIPPIE EAST (SECRET)

U
DISTRIBUTIONei^a.i[ib

Sir P. Dix©m

N@. 104
January 10, 1957

IMMEDIATE,
CONFIDENTIAL
•""*"***"" Yii-.-.-niU--uii--uJWMWM«*«»p ^-. -. .. ;. - (, ff

Addressed to Foreign Office telegram No. 10i of January 10,
Repeated for information t© Washington aid Paris.

/*
My iimediately preceding telegramf Canal Settlement.

This new evidence ®f Fawzi's prevarication goes to confirm
growing impression that, using the Secretary Geieral perhaps as a®
unconscious instrument, the Egyptians are hoping to string us along
with inconclusive discussions on procedure, in the hope that mean-
while the Caial will have been cleared aid shipping passing through
under the control of the purely Egyptian Suea Caial authority,
This impression is supported to some extent by that of UKStJ reported
in paragraphs 9 and 10 of his telegram No. 081230. I. pi,ne>m
tells me that he thinks this may well be the Egyptian idea,

\ , • • - • - ••• ' s, '• "\

2. If I am right in this I suggest that the time™'has come when we
should make urgent use of the influence which we can exercise
through the iced for money to complete Canal clearance and pave the
way for Canal development. This is of course consistent with your
telegram No.435. I feel however that it carries implications in
regard to our method ©f approach, since, whereas the means of access
far the negotiation of a political settlement must be the Secretary
Greaeral, we can best "make money speak" by our influence over th«
v̂arious Governments which have already been asked to provide emergency
finance for Canal clearance and which will be involved as guarantors
©f aiy subsequent international bank loan. It geems to me that
the price which these Governments can demand for their assistance,
together with the urgent need for finance, are our best levers is
persuading the Secretary General and, through him, the Egyptians,
that a functional internationalizaticu 0f the Canal must be set up
before the Canal is reopened.

3. If you agree with the above I should like to be Wle to put thf
financial aspect of the question, in the sense of yoû ' telegram NQ.135,
to the Secretary Stmeral as soon as possible. I alafe sû esj; that,
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Suez Canal Settlement

Monsieur Chauvel is calling on the Secretary of

State at 530 p.m. to discuss this.

2. Two officials of the French Embassy called on me

at 3.0 o'clock this afternoon, to prepare the ground for

Monsieur Chauvel'a visit. The views of the French

Government,in brief, are as follows:

(a) We should not at present seek direct contact

with Dr. Fawzi, since to do so would court a

rebuff, and if on the other hand Dr. Fawzi

agreed to a meeting he might then insist on

discussing the Israeli withdrawal from Gaza

in advance of all other topics.

(b) The form of negotiations on the future of

the Suez Canal should therefore be discussed

through Mr. Hammarskjjold.

(c) In the negotiations themselves France and

the United Kingdom should take part, but they

should agree with Egyp1~ on additional
ê*7««Kx

participants. The/ would like these to be

Italy, Norway and Ceylon.

(d) Those Governments participating in the

negotiations with Egypt who are also members

of SODA should maintain contact with SCUA

during the negotiations.

(e) Since a final settlement is probablyimpossible

before the beginning of March, an interim

regime for the Canal should be negotiated first.

3. In practice, and if we agree, this means that Monsieur

Pineau and Commander Noble should be instructed to

/approach
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a.pBKSiach Mr. Hammarskjold in the next day or
'•^'
two to ask him to approach Dr. Pawzi with the

suggestion of 6-Power discussions (Egypt, Prance,

the U.K., Ceylon, Italy and Norway). The

representatives of the French Embassy hoped that
&*£
yea would impress on Monsieur Chauvel the urgency

of this move.

**~ je&t

(H.Beeley)

« -
January 7. 1957.



of Public Records' leaflet

A 001VSR3ATION ON DECEMBER 31 BETWEEN THE ITALIAN AMBASSADOR AT
CAIRO AND THE PERMANENT SEGRBTJiRY OF THE EGYPTIAN MINISTRY OP

FOREIGN AFFAIRS

Count Pignatti, on instructions from the Italian Minister,
read oat to me on January 10 a number of points from an
Italian telegram reporting a conversation on December 31
between the Italian Ambassador at Cairo and the Permanent
Secretary of the Egyptian Ministry of Foreign Affairs. The
Ambassador had raised two questions: the future of the Suez
Canal, and the renewal of contact with the British and French
Governments.

2. On the first question the Permanent Secretary had said
that the future of the Canal need not be linked with the
question of compensation for war damage, which could be dealt
with through other channels. Hojrfever negotiations could not
start until the General Assembly's Resolution of November 2
had been fully complied with: this entailed the withdrawal
of Israeli forces to the armistice line and consequently the
evacuation by Israel of Gaza and of the islands at the mouth
of the Gulf of Aqaba. According to General Burns however
the Israelis should have completed this evacuation by
January 1 5.

3. As regards the second question, the Egyptian Government
were not prepared to take up direct contact with the British
and French Governments. There were therefore two alternative
possibilities for the resumption of negotiations. On the one
hand th& Secretary-General of the United Nations could talk in
turn to either side, and act as a go-between. On the other
hand a negotiating committee including the Egyptians, French
and British, and other nations as well could be set up.
Either alternative would be acceptable to the Egyptian
Government. (I am not sure that this correctly represents
the Egyptian attitude. In the light of Dr. Fawzi's
conversations with Mr. Hammarskjold, it seems more probable
that these are not alternative procedures but are rather
complementary to each other, the committee stage succeeding
the go-between stage.)

D. D. Brown.

January 10. 1957.

U
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CONFIDENTIAL

FROM NW...YORK TO FOREIGN OFFICE

(United Kingdom Delegation to the United Nations)

Cypher/OTP MIDDLE EAST
,: DISTRIBUTION

M ; ,-; ;f

Sir P. Dixon ; ;, c- ( . , f
No. 160 ~̂ : • .V I D. 4.05 a.m. January 16, 1957
January 15, 1957 ' ,</. R, 5.10 a.m. January 16, 1957

PRIORITY
CONFIDENTIAL

Addressed to Foreign Office telegram No. 160 of January 15.
Repeated for information to: Paris Washington

. . , ,r, UKHC Ottawa

My telegram No. 158: Suez1 Canal Settlement.

Following from Minister of State for Foreign- Affairs.

We explained to Pearson that, as seen from here, Fawzi
seemed to be trying to string us all along until the Canal is
cleared and the Egyptians can say that "this is our canal" and
assert their claim to have all dues paid to them. We showed^
him my telegrams Nos. 103 - 105 and your telegram No. 169T" Ve
also left him a further copy/of your telegram No. 135 with a
request t o ignore paragraph/7. • _ _ _ I. , . . , • v,•''-•-.

2. He explained that we were in favour of going for some
interim arrangement as we were now unlikely to be embarking on
negotiations for § permanent settlement before the Canal was
cleared. We also explained McCloy's idea of tackling the
financial problem in three stages with the International Bank
playing a role in the latter stages, (my telegram No. i3). ^

''•J '•'• '• '•••- >? \ 0'
3. Pearson thought the idea of an interim arrangement wss the
right approach. He was somewhat doubtful, however, whether the
Bank would be prepared to engage itself as deeply as we had in
mind. He did not, for instance, think the Bank would wish to
supply the capital equipment for the Canal unless it could somehow
get a firm guarantee that the Egyptians would not eventually
expropriate the equipment. In any case, he did not think the
Bank would put up its own capital but would have ta^ssi*geI/the
money from contributors and finance it out of a supercharge on

i, /the
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CONFIDENTIAL

FROM HEW YORK TO FOREIGN OFFICE

(Uniteel Kingdom Delegation to the United Nations)

Cypher/OTP MIDDLE K4ST S3CRKT
DISTRIBUTION

Sir P. Dixon
No.. 179
January 16, 1957

PRIORITY
CONFTDWmL

D. -I*.30 a.m. January 17, 1957
R. 5.17 a.m. January 17, 1957

Addressed to Foreign Office telegram No. 179 of January 1.6.
Repeated for information to: Paris

v: ••• -'• ;; "fashington
\

My telegram No. 103: Canal Settlement.

Hammtrskjoeld raised this question during our long talk
today. He did not think there had been any real change of
position on the Egyptian side, though the atmosphere had not
been improved by the reports of M. Pineau's efforts in Washington.
IforeoTer, Ftwzi was finding it difficult to get Nasser's
attention on the problem while he was preoccupied with the
question of Israel withdrawals in Sinai and G-aza.

2. In order to break through and get something going,
Hammarskjoeld had given Ftwzi a draft letter designed to
crystallize the Tague exchanges thnt had taken place by seeking
formal authority for Fawzi to start talks and asking for the
Egyptian Government's views on what other user interests might
be brought in. Ftwzi had indicated that something might be
done on this very soon, and Hammarskjoeld was aiming to pin
him down to a serious discussion on the details of the
suggestions in his letter of October 21*, possibly at the end
of this week. /,
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CONFIDENTIAL

UKDKL NerTbEfcteilefiram No. 1/^9 te rein Office

3. Hsmmtrskjoell was, on the whole, surprisingly optimistic,
though he emphasize! that much would depend on how things
developed in respect of the Israel withdrawal. I did not
rntke the ©bvious point that this was a piece of Egyptian
blackmail since I think it best that Hammarskjoeld should be
left to discover for himself what the Egyptians tre really
up t©.

Please repeat to Paris as my telegram No. 29.

[Repeated to Paris],

bbbbbb
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FROM WASHINGTON TO FOREIGN OFFICE
Cyifoer/OTP MEDDIE EAST (SBCRBT)

DISTRIBUTIONSir H. Caccia
Ho. 82 ' f
January 16, 1957 \
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i>i2.20 a.m. January 17, 1957
Ĥ .28 a.m. January 17, 1957

I 'm -'to pnatigrtTOlet telegram Ho. 82 of January 16
Repeated for information to: UKDEL. New York

, ;• > • •••', ^ Paris.

My telegram No, U>: Canal Settlement.

I have now had a farther talk with Mr, Phleger. He said that
it was important to roach some settlement, eren if only of an
interim character, before the Canal was opened to traffic. The
only person in a position to do this was Hammarskjold and the
State Department meant to use all thtir influence to get him
to get a more on. The main instruments with which Hamraarskjold
could be prodded were, (A) Ms need for expert knowledge about
the operation of the Canal, and (B) finance.

2. As regards (A), this was where S.C.U.A. came in. If the
Association could build itself up at once by means of technical
studies into the one really technical body on all questions
connected with the Canal, Mr. Haramarskjold would be bound to
turn to it for help in the task allotted to him by the General
Assembly. Full instructions had bten sent to the United States
Embassy in London on this aspect and you will no doubt have
been informed.

3. As regards (B)f when the United States had agreed to advance
#5 million, towards the initial expenses of Canal clearance,
they exchanged confidential notes with Mr. Hamarskjold setting
out the basis on which the advance was being made. The State
Department yesttrday gave a a«aber of my staff copies of drafts
of these letters but explained that some minor alterations had
been made in the final texts which they would give us later. On
being asked for thest today tht State Department said it had
now been decided that they could not be given to us without
Mr. Hanmarsjold's agreement. Tht draft texts in my two immediately
following telegrams should therefor* be treated with some reserve
and in the strictest confidence.
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From what Dr. Malik says end from all our other

information it seems to me clear that li'asser is determined

to use the bues-Canal as a form of pressure on the countries

which use it. French and British shins will not be allowed

thro ugh until G-saa is evacuated by the Jews. /-r:<3 we must

expect access to the Canal to be closed to us later because

of what is happening in Aden; and closed to the French

because of Algeria; and possibly to the Portuguese because

of Go a, etc., etc. In a word, Nasser has not the slightest

intention of abiding by the 1888 Convention or adhering to

his promise to divorce the Canal from politics.

2. \7e must consider v;hat we should do in this sit\iation

It seems rather ironical to be spending a lot of ..western

money in order to place this weapon in his hands. But i«/e

cannot afford not to repair the Canal. I are iricl inecl to

think that the most useful course might be to alert the

Americans and SCIM and possibly even the Secretary-General.

3. I asked Dr. Malik last night how Kasser proposed

to pay for the damage he had done to the Canal Company's

property, (sunk dredgers, wrecked buildings and equipment).

Dr. Malik said that Ka.sser had explained that he would pay

for this out of the dollars -which he was asking the Americans

to unfreeze. Dr. Malik then enquired what he would do if

the Americans declined to unfreeze the dollars. The reply

was not very clear, but Dr. Malik got the impression that it

was Nasser's intention, in that eventuality to get the

necessary monev from, the Russians. "Jhen I told Jr. Malik

/that
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that I believed that Nasser was tied to the Russians

hand and foot he did not demur.
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COMFIDE.ITIAL

SHEZ CANAL 3ETTI£HENT

lot® on the frinciples to be embodied In any
new international instrument

A. Hoa-di3oriad.nation

1. Oar aim must be to give effect to the first of the six points approved

by the Security Council on 13th October, 1956» namely that "there should be free

and open transit throû i the Canal without discrimination, overt or covert".

2. Safeguards against overt discrimination are provided in the 1888

Convention. Bgypt has abused the right given under Article X to take measures

for securing "the defence of Egypt and the maintenance of public order", but

the question of securing some limitation of her rights in this respect depends

on the United nations' success In finding a solution of the Palestine problem

aad the degree to which the United Nations participate in the Suez Canal settle-

ment.

3. A situation may well arise (not only when the Canal is re-opened in a

few months' time but also later on if the growth of traffic exceeds its capacity)

in which the Egyptians will seek to impose priorities on vessels seeking transit

through the Canal, and to serve political ends in doing so. Our interests

require that vessels should be dealt with on the principle of "first come, first

served*, leaving any necessary adjustments of the flow of traffic to be made

before vessels reach the Canal. It would, therefore, be desirable to reinforce

the safeguards against overt discrimination in the 1888 Convention btj establishing

the principle that no preference shall be given by the Egyptian authority to one

vessel over another vessel, as regards access to and transit of the Canal, save

as may be necessary for the safety of navigation and the maximum speed of passage

of shipping through the Canal. (Article 1? of the 1955 edition of the Suea

Canal Company's Bules of Navigation provides that "when several vessels are

ready to get under way at the same time, the order of their sailing either into
the Canal or out to sea will be fixed by the Company. The Company will pre-
scribe the movements of vessels under way in order to ensure the maximum safety
to navigation. Consequently, no vessel may demand immediate passage through
the Canal and no claim for delay arising from the foregoing causes oaa be
admitted").

4. Covert discrimination cannot in practice be prevented by paper under-

takings. But it is desirable at least to establish Egypt's obligation to ensure

that equal treatment is given in all respects to all vessels, in such terms as
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(a) administrative and maintenance expenses,

(b) development of the Canal,

(o) profit to Egypt,

(d.) suoh other expenditure as it may be agreed in the final settlement

should be met from dues.

It would be difficult to lay down principles about (a), although there is

an obvious danger of Egyptian extravagance. AM regards (b), the fifth of the

Security Council's "six points* provides that "a fair proportion of the dues

should b© allotted to development"; the question of what a "fair proportion"

should be is considered below. As regards (c), the declaration which emerged

from the first London Conference (August, 1956) stated that there should be "a

return to Bgypt for the use of the Suez Canal which will be fair and equitable

and increasing with enlargements of its capacity and greater use"; the question

of applying this principle is considered below. The scope of (d) cannot be

finalised until the ultimate liability has been settled for the cost of clearing

the Canal and of replacing destroyed equipment and installations, but it is

assumed here that, without prejudice to ultimate liability, the financing of

loans raised for these purposes will be met from dues. If the Egyptian

liability for compensation to the Suez Canal Company is to be met from dues,

any amount expended for this purpose from dues should be at the expense of

Egypt's profit from the Canal.

9. Sgypt will be ohiefly interested in the size of the profit she will

obtain from the Canal. Therefore, the most important question of principle to

establish will be the basis on which Egypt's profit is to be determined - and,

above all, whether it is to be a guaranteed profit which can increase but not

diminish, ©r only a residual sum after other charges have been met. The latter

basis iaay not be acceptable to Sgypt. Moreover, on this basis, it seems certain

that Egypt would insist on raising the dues in order to increase her profit, and

there would be a continuing conflict between her interests and those of the

users. If, on the other hand, Egypt was guaranteed a mAntmrn. profit at a

reasonable level, as a fixed charge on the revenues of the Canal, there is a

better chance that she will be content to look for further profits by way of

increasing the traffic through the Canal. It should be easier, on this basis,

for a "fair proportion" of the dues to be allotted for development, as this will
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not them reduce Egypt's profit although it may postpone the growth of that

profit. fhere is, therefore, much to be said for trying to agree in the final

settlement upon a guaranteed profit for Sgypt, in addition to which further

profit could accrue to Sgypt ia future years according to the increase ia

traffic. The whole of the revenue from increased traffic ahould not go as

profit to Sgypt, however; a formula will hare to be devised by which the

benefit goes partly to the users in the form of reductions in duea.

10. The following principles are, therefore, suggested:

(a) the sole criterion for deteraiiaing expenditure on development ahould be the

technical needs for development of the Canal as established by consultation

between the Egyptian Authority and the users, and the servicing of loan»

for this purpose should be met from the dues;

(b) if there are charges under heading (d) of paragraph 8 to be saet from dues,

this should be without prejudice to ultimate liability, and any charge on

account of compensation to the Sues Canal Company should be at the expense

of Egypt's profit?

(c) Egypt should be guaranteed a minimum profit (subject to adjustment if

compensation to the Suez Canal Company is paid from dues), and ahould

receive an agreed percentage of revenues accruing from increases in

traffic, the balance going towards periodical reductions in the level of

dues;

(d) there should be no increases in dues solely for the purpose of increasing

Egypt's profit above the guaranteed minimum; subject to that, dues should

be fixed so as to cover the charges at (a), (b) and (o).

f̂na final settlement will have to provide for the .manner of collection of dues

and for the conditions oa which, if dues are not collected by Sgypt, all or part

of them may "be •withheld from her. Ibis question is not considered in this note/.

G. Bff ioienffy of the Canal

11. Article 7 of the Suez Canal Company's Second Act of Concession provided

that the Canal and its dependent ports should be constantly maintained in good

condition. It yd.11 be desirable to establish a similar obligation on the part

of Egypt, ao as to give grounds for representations should Egypt fail to run the

Canal efficiently.

12. Among the functions to be given to the Users' representation,
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provision should b® mad© for consultation with Egypt about revision of the

Suez Canal Company's Rules of Navigation, and any future revision of the Rules.

13. Provision should be made for the Egyptian Canal Authority to consult

a technical 'body equivalent to the present International Advisory Commission

for Sues Canal Works (see M,I.(0)(S.C.)(57)5)* in order to ensure that the

Canal is kept in good condition and that the best advice is available in

regard to new works.

14, It should be provided that all necessary facilities should be mad©

available in Egypt for the Users' representation, the tribunals, and the Works

Commission, to perform their functions.

Ministry ofTraaaport and Civil Aviation

16th January. 1957.


